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COMPANY PROFILE

The Group engages in six major businesses in China, including:

1. 5

New energy . = . Energy storage
Electric tricycle batteries

motive battery a

vehicle lithium

battery 2.

Mini electric car EIe.ctric bike
motive battery motive battery

6.
Old battery
recycling
business

The Group is the most influential motive battery solution provider in the electric

vehicle market in China.
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Tianneng Power International Limited (“the Company” or “Tianneng Power” and its subsidiaries, “the Group”) adheres to the belief of
“New Energy New World” in the People’s Republic of China (the “PRC”) and aims at achieving the goal of becoming “a world leading new
energy solution provider”. After 31 years of development, the Group has developed into a new energy high-tech company engaging
in businesses such as motive batteries for electric vehicles, wind energy and solar energy storage batteries as well as recycling of
resources.

The Company’s business started in 1986, and it completed its listing on the main board of The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) in 2007. As of 31 December 2016, the Group had eight production bases in four provinces of the PRC, which
were located at (1) Changxing Headquarter, (2) Meishan Town and (3) Heping Town of Changxing County in Zhejiang Province, (4)
Suyang County in Jiangsu Province, (5) Wuhu City and (6) Jieshou City in Anhui Province, and (7) Puyang City and (8) Jiyuan City in Henan
Province respectively.

After years of research and observation, the international capital market recognized the results of the Group. The Company has
been included as the constituent stocks of the China Low Carbon Index, Hong Kong Hang Seng Composite Index, Hang Seng Global
Composite Index, Hang Seng Corporate Sustainability Index, Morgan Stanley Small Cap (China) Index and Shenzhen-Hong Kong Stock
Connect Index respectively.

Note: In the “Company Profile” section, electric vehicles include electric car, electric tricycle and electric bike.
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COMPANY PROFILE — LITHIUM BATTERY PRODUCTION BASE

. Lithium Battery
Charging worksﬁ%p
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FINANCIAL HIGHLIGHTS

(Amount expressed in thousand of RMB except per share data)
Consolidated Statement of Comprehensive Income (Note 1)

Year ended 31 December

2016 2015 2014 2013 2012
Turnover Aol 17,804,068 14,043,731 13,635,060 9,887,641
(Loss)/profit before taxation 1,145,083 745,629 (407,102) 141,240 912,515
Taxation (239,561) M7,832) 114,115 (10,915) (203,116)
(Loss)/profit for the year 905,522 627,797 (292,987) 130,325 709,399
Non-controlling interest 46,976 16,861 11,930 (4,970) (738)
(Loss)/profit attributable
to owners of the Company 858,546 610,936 (304,917) 135,295 710,137
(Losses)/earnings per share (RMB/share)
- Basic 0.76 0.55 (0.27) 0.12 0.65
- Diluted 0.74 0.54 (0.27) 0.12 0.64

Consolidated Statement of Financial Position (Note 2)

As at 31 December

2016 2015 2014 2013 2012
Total assets 12,129,825 10,546,091 8,713,603 7,904,226 7,445,211
Total liabilities 8,023,225 7,078,950 5,967,963 4,841,959 4,322,868
Net assets/Total equity 4,106,600 3,467,141 2,745,640 3,062,267 3,122,343
Notes:
1. The results for the years ended 31 December 2012 and 2013 are set out on page 123 of the Company’s 2013 annual report. The results for the

years ended 31 December 2014 and 2015 are set out on page 64 of the Company’s 2015 annual report. All such information is extracted from the
financial statements prepared under Hong Kong Financial Reporting Standards ("HKFRSs").

2. The consolidated statements of financial position as at 31 December 2012 and 2013 are set out on page 124 of the Company’s 2013 annual report.

The consolidated statements of financial position as at 31 December 2013 and 2014 are set out on page 65 of the Company’s 2014 annual report.
All such information is extracted from the financial statements prepared under HKFRSs.

TIANNENG POWER INTERNATIONAL LIMITED 8
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SALES TURNOVER
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CHAIRMAN'S STATEMENT

SHARING THE STRATEGIC OPPORTUNITIES WITH ABUNDANT BENEFITS

Dear shareholders,

Profit Attributable to Shareholders and Dividend during the Year

During the year, the Group’s consolidated turnover was approximately RMB21,481 million (2015: approximately RMB17,804 miillion),
representing an increase of 20.65% as compared to the previous year. The profit attributable to owners of the Group was approximately
RMB859 million (2015: approximately RMB611 million). The Group’s basic earning per share was approximately RMB0.76 (2015:
approximately RMBO0.55). The Company proposes to declare a cash dividend of HK25.60 cents (2015: HK31.80 cents) per ordinary share
of the Company (the “Shares”) held by the shareholders of the Company (the “Shareholders”). The proposal shall be subject to the
approval by the Shareholders at the annual general meeting (“AGM”) to be held on 18 May 2017.

TIANNENG POWER INTERNATIONAL LIMITED r 10
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2016 » Achieving Stable and Sound Growth in China’s Macroeconomy

In 2016, the Chinese government adhered to the main theme of making progress while maintaining stability, as well as the concept of
innovative development. It also adhered to the main theme of promoting supply-side structural reform through moderate expansion of
aggregate demand, resolutely carrying out reform, properly responding to risks and challenges and shaping a good social expectation
under guidance, to secure a steady and sound development in the society and economy, thus making a good start in its “13th Five-year
Plan”. In 2016, the situation of Chinese economy was generally characterized by stabilizing from slowing down and for better, with the
economic growth being maintained at a reasonable rate, the quality and efficiency being steadily improved, the economic structure
being further optimized and the green development achieving its initial success. However, there were still many prominent conflicts and
problems in the development of Chinese economy, such as the serious contradiction between over-capacity and growing demand, the
insufficient endogenous power of economic growth and the concentrated financial risks.

2016 * Accelerating Change and Transformation by Tianneng Power

The year 2016 marks the 30th anniversary of the Group since its establishment. During the year, the Group adhered to the main theme
of making progress while maintaining stability and focusing on innovation and change, striving to develop towards the high-end
segment of traditional industries and expanding its share in emerging industries, thereby achieving a higher-quality, more efficient and
more sustainable growth. The sales income and net profit of the Group increased by 20.65% and 44.24% as compared to that of the
previous year, respectively, both hitting historical highs, which enables the Group to rank top among the “Golden Elephant Enterprises
(&5 %)” and “Largest Taxpayers (495 X =) in Huzhou City. Moreover, the Group was granted with multiple awards such as the
“Benchmarking Enterprise of the Application of the Intellectual Property Rights”, the “Pilot Enterprise of the Operation of National Patents”,
the “National Model Enterprise Promoting Green Growth” (BIZR4% (3% KA R&E 1 %), the “National Project of Intelligentized Factory
for the Production of Motive Battery for New Energy Vehicles” (B #7887 /T 8) /) B A EE 28 B2 1L TIgIE B ), the “National System
Integration Project of Green Manufacturing” (BIZR 4% & 8435 R £t &£ A 1E B ), the “National Special Project of Clean Production” (1552
A4 EH1H), the “National Quality Benchmarking Enterprise” and the “China Integrated Management System Standards Assessment Pilot
Enterprise for the Integration of Informatization and Industrialization” since it was able to continue to maintain a leading position in the
industry in China in terms of economic, social and ecological efficiencies.

In 2016, the Group drove business development through new and traditional industries by actively promoting the lead battery industry
with automation and intelligent equipment and stepping up its effort to optimize the product structure, thus boosting a strong sale in
lead battery of new model, a steady growth in the lithium battery and resources recycling business as well as a rapid growth in foreign
trade export. Concurrently, the construction of projects in emerging industries was pushed forward at a rapid pace, among which, a
technological modification project for the cleaning and regeneration of used lead-acid batteries with capacity of 150,000 tons/year, a
construction project of power (energy storage) battery used for new energy vehicle with power of 15,000,000 kVAh/year and a project of
high-energy power (energy storage) lithium battery used for electric car with capacity of 5GWh/year was completed and commissioned
in succession. The abovementioned new projects and new industries serve as the renewed hopes and additional drivers for the Group’s
development in the future.

In 2016, the Group had stimulated employees’ passion for innovation and entrepreneurship, enhanced management efficiency,
improved product quality, reduced production costs and strengthened its overall competitiveness by comprehensively deepening the
reform of systems and mechanisms, fully promoting the development of independent operation entity and completely implemented
information management.
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In 2016, the Group, by deeply promoting the research and development of technology, had successively and successfully developed
and put into production of a series of advanced new technologies and new achievements including casting and rolling technique, acid
production from smelter waste gas, battery equalization, high-energy and high-density lithium battery, etc., supported by the nearly 1,000
research talents led by four of the “National One Thousand Talents”, five of the “Provincial One Thousand Talents” and two of the “Foreign
Experts”, and by the scientific research platforms such as national technology centers, national key laboratories, etc.. In addition, 2
mid-to-high-end production lines of industrial batteries and energy storage batteries were newly equipped and nearly one hundred
of distinguished and upgraded products were newly launched. Among which, an aggregate of 11 new industrial products of provincial
level had passed identification and the application for 496 patents was completed. While in the aspect of international technical
cooperation, we had taken a new step and entered into technical cooperation agreements with foreign universities and international
organizations such as the University of Wollongong in Australia, the Oregon State University in America, the Advanced Lead Acid Battery
Consortium (ALABC), etc..

2017 » Abundant Benefits

Looking forward into 2017, we will firmly seize the strategic opportunities that generate abundant benefits by “comprehensively
implementing structural adjustment, deepening the reform and innovation as well as improving quality and efficiency of operation and
management”.

Benefits of industrial policies. In the “new normal” phase, China’s positive economic fundamentals and long-term trajectory remain
unchanged. What also remain unchanged are the strong support and conditions favorable for continuous economic growth and the
forward movement of the country’s economic restructuring and upgrading. Against such background, China is stfill in an important
period of strategic opportunities where much can be accomplished. What's more, the Chinese government picks up its pace to
comprehensively deepen reforms. With the “Plan for Development of the National Strategic Emerging Industries During the Period of
the 13th Five-Year Plan”, the “Made in China 2025” plan and the One Belt One Road initiative entering into an all-sided implementation
period, and with the infensive introduction of a series of new policies and initiatives, such as supporting the development of the real
economy, actually reducing the cost of corporate entities,etc., the benefits of the policies are released on an ongoing basis, thus creating
greater market, exploring more room and offering further opportunities for corporates.

The benefits of industry integration. According to the report of Advanced Lead Acid Battery Consortium (ALABC) which headquartered
in London, due to the strengths of lead battery such as low temperature resistance, high safety, high cost efficiency, and recyclability, it
is widely used in the fields of fuel vehicles, hybrid vehicles, electric cars, electric bikes, ships, energy storage, communications, etc.. It is
expected that by 2020, lead battery will remain hold over 50% of the market share of the world’s secondary rechargeable battery and
continue to maintain its top position among various types of batteries. The remediation of lead battery industry in China commenced
from 2011, and capacity reduction and supply-side reform in industry was also carried out prior to other industries with remarkable
achievements. The Ministry of Industry and Information Technology announced that there were only 113 enterprises conform with the
“Standardized Conditions of the Industry of Lead-Acid Batteries” (( #5555t 17 35 45 &5 {61+ )) during the reporting period. Comparing with
that of 2011 when there were totally 1,930 lead-acid battery enterprises in Ching, techniques and equipment have been further improved
and higher entry threshold has been imposed while market share has become more concentrated in the industry of lead-acid battery.
The orders for the development of the industry continued to improve. Therefore, the benefits of industry integration will be continuously
released.

The benefits of transformation and upgrade. Building on its persistent efforts and accumulated experiences over the past 30 years,
the Group has developed strong and comprehensive strength and competitive edges in terms of management, technology and talent.
In particular, with the successive completion and commission of a series of high-end and new projects with great potential, including
lithium battery for new energy vehicles, energy storage batteries, resource regeneration, etc., and with the major breakthrough made in
the research and development of key technologies such as new materials, battery management system, vehicle-mounted management
system, high-end manufacturing equipment, etc., the foundation and conditions to realize leapfrog development are increasingly
reinforced. Furthermore, the successive introduction of initiatives to comprehensively deepen reforms has strengthened the endogenous
power of innovation and entrepreneurship. Therefore, the benefits of transformation and upgrade will be continuously released.

TIANNENG POWER INTERNATIONAL LIMITED
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Looking into future, the Group, by further optimizing the solutions for driving battery system, energy storage battery system and
integrated recycling economic industry chain, will put in an active effort in the transformation from a production-oriented manufacturing
enterprise into service-oriented manufacturing enterprise and from a traditional enterprise into a platform-based enterprise while
accelerating the upgrade of traditional industries, the increase of production volume of emerging industries and the industrialization of
scientific research innovation, with the aim to become a world leading new energy solution provider.

| am confident that, driven by the concept of “New Energy New World”, the Group will keep a foothold on new directions, integrate new
strengths, ignite new momentums, open up new eras and continue to bring better returns to its Shareholders.

Appreciation

I would like to take this opportunity to extend my sincere gratitude to all the employees of the Group for their contribution and hard work
and to the Shareholders, business partners and various sectors of the society for their full support.

Zhang Tianren
Chairman
Hong Kong, 24 March 2017
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BUSINESS REVIEW

GREEN DEVELOPMENT DRIVEN BY INNOVATION
Review of Operations

During 2016, by focusing on quality and efficiency as well as innovation and change, striving to develop towards the high-end segment
of traditional industries, expanding its share in emerging industries and promoting informatization and independent operation in its
management, the Group achieved a development mode of higher quality and efficiency, with very strong performance in each principal
business index.

During the Reporting Period, the Group recorded a revenue of approximately RMB21,481 million (2015: approximately RMB17,804
million) and a net profit of approximately RMB906 million (2015: approximately RMB628 million), both hitting historical highs. Revenue
from lithium battery for new energy vehicles was approximately RMB616 million, representing an increase of 10.74% year-on-year
and accounting for 2.87% of total revenue; revenue from lead batteries for mini electric cars was approximately RMB1,928 million,
representing an increase of 10.17% year-on-year and accounting for 8.98% of total revenue; revenue from lead motive batteries for
electric bicycles and electric tricycles were approximately RMB12,515 million and RMB4,600 million, increasing by approximately 15.71%
and 17.54% and accounting for 58.26% and 21.41% of total revenue, respectively; external revenue from used battery recycling business
was approximately RMB955 million, representing an increase of 73.60% year-on-year and accounting for 4.45% of total revenue.

I. Accelerating the Pace of Transformation and Upgrade of Lead Battery Business. The lead battery business generates strong cash
flow to the Group. During the year, revenue from lead batteries for electric bicycles and electric tricycles were approximately RMB17,115
million, increasing by 16.20% year-on-year. Revenue from lead batteries for mini electric cars was approximately RMB1,928 million,
representing an increase of 10.17% year-on-year.

Through research and development during the year, the Group has launched various new lead battery products characterised by
outstanding performance in balance, life, distance and loading capacity respectively, with its graphene battery garnering national
patent of invention. New techniques, equipments and processes, such as casting and rolling, green container formation, centralised
lead feeding, fully automatic and enclosed lead powder production, fully enclosed and automatic paste-mixing, mechanised cutting
and brushing, mechanised sheathing and automatic casting, have been widely applied in each production base. The lead battery
production line has successfully realized automatic, enclosed and negative pressure production. Meanwhile, the Group has actively
implemented its recycling policy on used battery, solid waste, waste water, power and waster acid. With the implementation of all-
round informatisation management in the whole course of business and to all staff of the Group, combined with the development of
independent operation through decreasing the percentage of OEM production capacity, the Group’s production efficiency has been
greatly improved, with higher product quality but lower material and energy consumption, reducing the risk of environment pollution.
Besides, the addition of production facilities for industrial battery and energy storage battery has broadened the application area of lead
battery.

With accelerated urbanisation and popularisation of e-commerce in China, electric bicycles and electric tricycles have become the
maijor traffic tools of citizens in the second and third tier cities as well as farmers in China. The number of ownership of mini electric cars
has increased in a stable way in Shandong, Henan, Hebei and Jiangsu province. Lead motive battery has been the first preference
for electric bicycles, electric tricycles and mini electric cars owing to its resistance to low temperature, high level of safety, high cost-
efficiency and recyclability. As forecasted in Ipsos Industry Reports, demand for battery for electric bicycles and tricycles in the PRC will
be over US$10 billion by 2020.

The consolidation of lead battery industry by the government enables the Group’s long term development. During the Reporting Period,
only 113 enterprises conformed with the “Standardized Conditions of the Industry of Lead-Acid Batteries” (S & E 1T R EIE1E)),
as announced by the Ministry of Industry and Information Technology of the People’s Republic of China (MIIT). In comparison with 2011,
when there were 1,930 lead battery enterprises in China, techniques and equipments for lead-acid battery industry have been further
improved and higher entry threshold has been imposed, leading to a more concentrated market share and further-improved order for
the development of the industry. The benefits of consolidation of the industry will sustain.

TIANNENG POWER INTERNATIONAL LIMITED
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(National Small Electric Vehicle Test Competition 2016 Organised by the Group)

Il. Recycling Business Leading Domestic Development of the Industry. During the Reporting Period, external revenue from used battery
recycling business of the Group was approximately RMB955 million, representing a increase of 73.60% year-on-year, accounting for
4.45% of total revenue, which greatly mitigated the risk of lead price volatility.

In December 2016, the Group’s technological modification project of waste lead-acid battery recycling commenced operation, with
additional capacity of 150,000 tons per annum. Another two recycling bases of the Group in Zhejiang Province and Henan Province
aggregately contribute a used battery recycling capacity of 400,000 tons per annum, making the Group the largest benchmarking
enterprise in waste and used lead battery recycling business in China. The Group was recognized as a “National Advanced Enterprise
for Comprehensive Utilization of Resources” (2 BI & JR4R & 7 FA 1> 2E), “Pilot Enterprise for the National Circular Economy” (B 2R {& 3= 4%
2510 %) and “Key Technological Modification Project for National Industrial Revitalization” (B8 5% 2 3 #fx 5 & Zh = fir 23 8 B ) by the
National Development and Reform Commission (NDRC), a “Key Promoting Project of Integration of Informatization and Industrialization
for Promoting Energy-Saving and Emission Reduction in China” (BIZR Ri{L b & {2 2 &7 g8 R FE EE 2h H#E#E IR B ) by the MIIT and a “National
Science and Technology Supporting Program” (BIX £ 25t EITHE) by the Ministry of Science and Technology (MOST), with
increasingly apparent economic, social and ecological benefits.

lll. Lithium Battery Business Ranking Top in China. According to the “List of Top 20 Lithium Battery Enterprises 2016, China” ({20164
& BE) 1 SR B B 2058 1> F 4 B ) issued by China Industrial Association of Power Sources in February 2017, the Group’s lithium
battery of ternary materials ranks fourth in terms of sales volume, successfully emerging itself as a Leading enterprise in the industry in
China. The Group’s advantages in developing lithium battery business includes: (1) Technical edge. Leveraging on independent technical
research and development and technical elites identified worldwide, the Group’s lithium battery technology and product performance
have been close to global-leading level. Doctor Li Wenbo, Doctor Guo Zaiping, Doctor Li chonghui and Doctor Bai Minshan, experts of
the Group in lithium battery industry, have been on the expert list of the national “Thousand Talents Plan” (B F AFHEl); (2) Equipment
advantage. The Group applied global-leading smart production line and process, facilitating fully-automatic production of lithium
battery and ensuring product uniformity, high finished product ratio and safety. In June 2016, the Group became one of the three lithium
battery enterprises on the list of “Smart Manufacturing Project 2016” (20165 %5 £ &L iE AR A 12 /(L ER 3T #R S\ fE FA TE B ) published by the
MIIT. In July 2016, the Group became one of the six lithium battery enterprises on the “List of Key State Laboratories” (B R E 25 E 5 = 44 &8)
approved by China National Light Industry Council; and (3) Client strength. The Group has accumulated huge client resources relying on
its leading techniques, products, brands and services plus 30 years of experience in the industry. Many well-known new energy vehicle
enterprises including BAIC Automotive Group, Chery Automobile Co., Kandi Electric Vehicles Group, ZOTYE Auto, Brilliance Auto Group,
Holley Worldwide Holdings, and Nanjing Golden Dragon Bus Co., Ltd., have been key clients of the Group, besides over 100 mini electric
vehicle clients, to which the Group have been ready to supply lithium battery.

ANNUAL REPORT 2016
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IV. Technology Innovation Improving Core Competitiveness. The Group’s R&D team comprises of 1,000 members, including
academicians, experts of the national “Thousand Talents Plan” and the provincial “Thousand Experts Plan”, 112 engineering experts,
battery experts from the United States, Japan and Korea, and doctors. Relying on various high-end R&D platforms, including national
technology centers, national recognized testing laboratories, first batch of engineering research centers, first batch of key state lithium
battery laboratories, national post-doctoral research centers and national research centers for academicians and experts, the Group
completed the research and development of high-nickel NCA ternary battery, 3500Mah lithium battery cell, pouch cell, light weight
PACK process, smart BMS, graphene battery, H6 balance technology battery and casting and rolling techniques during the Reporting
Period. To date, the Group obtained a total of 1,681 licensed patents and participated in formulating over 50 national industry standards.
During the Reporting Period, the Group won “National Outstanding Patent Award” (B 87 E 72¥) and the Golden Prize of “National
Invention and Innovation Award” (B 5 258A 81#74 #%), and was recognised as a “Quality Benchmarking Enterprise” (& 22T 1> %) by
the MIIT and “National Model Enterprise of Technical Innovation” (B 2R £:4i7 1l #7 7 &6 1 2).

TIANNENG POWER INTERNATIONAL LIMITED
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(Li Chen, the Celebrity Endorsement of the Group, on the New Product Release Conference of H6 Balance Technology Battery.)

V. Accelerating Military-Civilian Integration. In July 2016, the State Council and relevant authorities issued “Opinions on Co-
development of Economic Construction and Defense Construction” ({BER BB R A EREMNER)), urging the
introduction of leading private enterprises to the area of scientific research and production and maintenance of military equipments,
deepening military and civilian cooperation in multiple aspects and of high efficiency. In January 2017, the Chinese government
established a new central commission for integrated military and civilian development (PR E R gl & 2 E & & 2), scaling a new height
of military-civilian integration. The Group has received the “Certificate of Quality Control System of Military Equipments of the People’s
Liberation Army” (FR B A R RN E H 2325 B E 2 5 1R FE X5 =E), "Certificate of Confidentiality in Scientific Research and Production of
Military Equipments” (E 852 R £ ER R E 15 E), “Permit of Scientific Research and Production of Military Equipments” (£ 255
R E T AT %) and “Certificate of Military Equipment Manufacturer” (2 57 il B8 i1 B #8758 =), satisfying the conditions of carrying
on business of military projects. The Group was also elected to be the Vice President Unit of the Science and Technology and Equipment
Industry Chamber of Commerce of All-China Federation of Industry & Commerce (& B T BRI S H X @ Ble R EA7).

VI. “One Belt, One Road” Initiative Broadening New Market. During the year, the Group recorded foreign trade income of RMB132
million, representing an increase of eight times year-on-year. The Group mainly exports products to countries included in “One Belt, One
Road” initiative, such as Vietnam, India, Philippines, Malaysia, Bengal, Turkey and Brazil.

Electrification of traffic tools has been a rising development trend globally. With a population of nearly 2 billion, countries in Southeast
Asia including Vietnam and India have a rising demand for electric bicycles and tricycles from China. According to statistics of China
Bicycle Association, in 2015, China exported 1,339,000 electric bicycles, which increased to approximately 1,500,000 in 2016, up
approximately 12% year-on-year. On 13 September 2016, the Group entered intfo an agreement with TREE Movement (M) Sdn Bhd in
Malaysia Pavilion at the 13th China-ASEAN EXPO in relation to the construction of “Smart City” and development of electric auto industry
in Malaysia. Meanwhile, the Group actively cooperates with international giants such as Schneider and Eaton and supplies batteries for
power plants, banks and telecommunication operators. It also provides comprehensive power solutions to international peacekeeping
force.
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Dato’ Zainuddin Bin Yahya, the Malaysian Ambassador to China)

VII. Capital Market in the Interests of the Company and Shareholders. With the completion of subscription of shares of Energy
Technology by the management and the restructuring of Energy Technology into a joint-stock company during the year, the Group has
established a benefit-sharing mechanism, pursuant to which the key management and technicians of the Group can work together
in developing lithium battery business, thus laying a solid foundation for the sustainable growth of the Group in the future. On 18 May
2016, a resolution was passed in the annual general meeting of the Group to approve the purchase, during the Relevant Period, of
no more than 10% of the number of issued shares of the Company as at the date of passing such resolution. During the year, the
Group applied approximately HK$107 million in purchasing 17,222,000 shares, representing 1.51% of the total share capital of the
Company. Mr. Zhou Jianzhong, an executive director of the Group, increased his shareholding by 2,050,000 shares at a consideration
of approximately HK$14.15 million, showing confidence in the future development of the industry and the Company. With its excellent
operation results, the Group was honoured with the “Most Growing Potential Enterprise” (fx &Kt /A R]), “Best Investment
Value Award for Listed Companies” (& B & &{E 2 F]), and “Best Investor Relationship Management Award” (&% & &3
REIE) respectively by the Chinese Securities Association of Hong Kong and other intermediaries during the year. It has also been
included in Hang Seng Composite Index, Hang Seng Corporate Sustainability Benchmark Index, MSCI Index and Shenzhen-Hong Kong
Stock Connect Programme. In the future, the Group will continue to identify target companies for merger and acquisition worldwide in
implementing its development strategy of global research and development, global manufacturing and global sales.
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Future Prospects and Development Strategy

In the future, the Group will continue to develop the industry-based and innovation-driven business with a focus on quality and efficiency
and always adhering to the main theme of making progress while maintaining stability. Its priority is to create solutions to advanced
lead battery system, high-end lithium battery system, integrated recycling economic industry chain, and energy storage battery system
respectively, enabling its shift from production-oriented manufacturing to service-oriented manufacturing and from traditional enferprise
to platform enterprise. It will accelerate the implementation of its “Development Strategy by 2020”, and the progress of “informationisation,
lean management and globalisation”, and establish itself as an industry-leading international new energy group receiving social
respects and to the satisfaction of its employees.

I.  Solution to High-end Lithium Battery System: Making Full Preparation for Booming Market

The government of China shows strong determination in developing new energy vehicles strategically. On 22 December 2016,
President Xi jinping organised the fourteenth meeting of the Central Leading Group on Financial and Economic Affairs. It stressed
that the development of new energies in a faster pace and the usage of new energy traffic tools are necessary in compliance
with the 13th Five-Year Plan in order to mitigate environmental pollution. On 29 December 2016, the MIIT, the Ministry of Finance,
the MOST and the NDRC further issued the “Circular on Adjustment of Fiscal Subsidy Policy on Promotion and Application of New
Energy Vehicles” (B85 38 B %788 )R /T B2 HE 12 /& FR B BUR RE ISR #9038 40), the government will procure the allocation of subsidies
to enterprises which underline technologic research and development and which are of strong competitiveness in the market so
as to instruct enterprises to put more efforts in the research and development of battery technology and particularly the energy
density of battery. Such move will benefit the development of ternary battery with higher energy density and greatly accelerate
the progress of market reshuffle in motive battery industry. The Group will firmly grasp the strategic opportunities emerged in the
process of industry reshuffle and in a booming market, and be fully prepared in the aspect of technology, client and production
capacity, in a bid to become a globally leading lithium battery enterprise.

In terms of technology, the Group will actively comply with domestic policies and industry trend to strengthen in-house research
and development, identify global talents, make great effort to develop ternary cylindrical batteries of high specific energy density
and various specifications, as well as other new battery technologies, and deliver customized cylindrical battery cell, pouch cell,
prismatic hard-case battery, PACK system and BMS, and ensure the conformity, stability and high level of safety of its products.
On 29 April 2016, Tianneng Lithium Battery was listed in the third batch of Catalogue for Enterprises under the “Conditions for
Standardisation of the Vehicle Rechargeable Battery Industry ({;9E &)1 & B i1 T3 AR € 141))” (a total of 25 companies for the
first three batches), by the MIIT. In June 2016, a number of motive battery models of Tianneng Lithium Battery have successfully
passed the mandatory inspection under the new international standard for motive batteries. All of the above have secured initial
development opportunity for Tianneng with advantages in technology, standard and market entry.

In respect of client, the Group will continue to deepen its business cooperation with existing new energy vehicle manufacturers,
proactively explore electric bus and electric logistics companies, while accelerating the test of lithium battery application together
with mini electric vehicle manufacturers to drive the upgrade and normalised development of electric vehicles.

As for production capacity, the plant constructed by the Group in Changxing, Zhejiang Province for the production of motive (energy
storage) lithium batteries for new energy vehicles commenced operation in December 2016, with an annual production capacity
of 5GWh currently, which will reach 5.5GWh after full operation. According to figures released by China Industrial Association of
Power Sources in February 2017, the Group’s ternary lithium battery ranks top 5 in China in terms of sales volume. In the future,
the Group will release its total production capacity of lithium battery in stages and in an orderly manner based on its master plan.
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Solution to Advanced Lead Battery System: from Excess Capacity to Oligopoly, Benefits of Consolidation
Gradually Emerging

Development of lead battery industry reflects the transformation and upgrading process of traditional industries. Against the
backdrop of the government's strong efforts in promoting the supply-side reform, the lead battery industry have been out of
the dilemma of excess production capacity in the industry firstly. Under the instruction of government and driven by market, the
industry adopted various means including entry verification, equipment and technical upgrade to kick small-sized low-efficient
and fragmented capacity out and encourage high-efficient capacity, which initially led to a duopoly market structure.

Industry consolidation improves profitability. Consolidation of lead battery industry carried out by the MIIT and the Ministry of
Environmental Protection from 2011 improved the mandatory entry standard to the benefit of the industry’s long term development,
enabling the improvement of economy efficiency of large enterprises.

New equipments and processes improve production efficiency. The Group will continue to lead the industry’s thorough reform
in equipments and processes, research, develop and promote new equipments, new techniques and new processes, improve
production efficiency and product quality, and reduce material and energy consumption.

From 2012 to 2016, revenue of the Group significantly increased from approximately RMB9,888 million to approximately RMB21,481
million, representing a CAGR of 21.41%. However, during the same period, number of employees reduced 1.69% from 18,422 to
18,110.

Lean management reduces management cost. The Group will continue to improve management efficiency through
informatisation, to reduce cost through lean management, to initiate employees’ passion in innovation through independent
operation and to realise global research and development, global manufacturing and global sales through internationalisation.

Lead battery continues to flourish. As clearly stated in the interpretation document for “Standardized Conditions of the Industry of
Lead-Acid Batteries (2015 Version)” ({ S5 8 B 7T 5 AR 151+ (20154 745 ) ) by the MIIT, lead battery product has a long history of
development. Owing fo its mature skill, low cost, high resistance to high and low temperature, and other significant advantages in
uniformity, recyclability, safety and reliability, it has been widely applied in all kinds of areas including automobile, vessel, aviation,
power, telecommunication, bank and military project. As a basic product, it plays an essential role for sustainable development
of national economy and the society. Besides, lead battery has also been the most widely-used battery product with the largest
market share among chemical power sources. It is not expected to be replaced by another product in a quite long period in the
future. The lead battery industry will continue to play an indispensable key role in national economy. Currently, advanced lead
battery is a primary power source for electric bicycle, electric tricycle and mini electric vehicle in China. Basic demand for lead
battery both in primary and secondary market has been growing stably.

Solution to Integrated Recycling Economic Industry Chain: Aiming to be a New Engine for Green Development

In January 2017, the NDRC issued the “Catalogue of Key Products in Strategic Emerging Industries” (BB |45 S = 2 5 2h A
m B #%)) to include resource recycling industry a an emerging industry entitling to receive various tax subsidies. In December
2016, the “Conditions for Standardisation of Lead Recycling Industry” (B4 $57T ¥ & 51F)) issued by the MIIT imposes higher
requirement on the size of production: at least 100,000 tons per annum for pretreatment project of waste lead batteries and
60,000 tons secondary lead per annum for pretreatment — smelting project respectively. Currently, the Group owns two bases for
the recycling of used batteries in Eastern China and Northern China. The Eastern China recycling base owns the only license for
used battery recycling in Zhejiang province with an annual design capacity of 300,000 tons, among which, 150,000-ton has been
reached, another 150,000-ton will be reached after full operation in 2017. The Northern China recycling base located in Puyang,
Henan Province has an annual design capacity of 100,000 tons. Besides, the Group is identifying the opportunities to construct
new battery recycling bases and is planning lithium battery recycling business in other provinces. The Group believes used battery
recycling business is likely to be a new key driver for future development.
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Management Analysis
Gross profit

The Group’s gross profit and gross profit margin increased to approximately RMB2,975 million and approximately 13.85% respectively in
2016 from approximately RMB2,428 million and approximately 13.64% respectively in 2015, representing an increase of approximately
22.53% and 0.21 percentage points respectively as compared to the previous year. The increase was mainly attributable to the increase
in income and the improvement of management.

Other income

Other income of the Group increased by approximately 33.65% from approximately RMB166 million in 2015 to approximately RMB222
million in 2016. The increase was mainly attributable to the increase in government grants income.

Selling and distribution costs

Selling and distribution costs of the Group decreased by approximately 1.87% from approximately RMB598 million in 2015 to
approximately RMB587 million in 2016. The slight decrease in selling and distribution costs were mainly due to our strict control on
expenses.

Administrative expenses

Administrative expenses increased by approximately 15.24% from approximately RMB324 million in 2015 to approximately RMB373
million in 2016. Such increase was mainly due to the increase in staff cost and consultancy expenses.

Finance costs

Finance costs decreased by approximately 14.64% from approximately RMB163 million in 2015 to approximately RMB139 million in 2016,
which was mainly due to deduction of total borrowings and decrease in borrowing rate during the year.

Taxation

Tax credit of the Group increased by approximately 103.31% from approximately RMB118 million in 2015 to approximately RMB240
million in 2016, which was mainly due to the increase in profit during the year.

Liquidity and Financial Resources

The net cash from operating activities for the year of 2016 was approximately RMB2,089 million (2015: RMB2,010 million). In this year, the
Group had better profit and strengthened management of account receivables and account payables so as to enable the overall cash
flow of operating activities to maintain in a good level.

As at 31 December 2016, the bank balances and cash (including pledged bank deposits) of the Group was approximately RMB3,114
million (31 December 2015: approximately RMB2,126 million). As at 31 December 2016, the Group obtained undrawn banks facilities of
approximately RMB3,016 million (31 December 2015: approximately RMB2,531 million). The bank balances and cash (including pledged
bank deposits) approximately of RMB2,927 million, RMB171 million and RMB15.65 million were denominated in Renminbi, Hong Kong
Dollars and US Dollars respectively. As the bank balances in Hong Kong Dollars and US Dollars collectively accounted for approximately
5.98% of the total balances, the Group’s relevant exchange risk is low.

As at 31 December 2016, the Group’s held-for-trading investments were approximately RMB58 million (31 December 2015:RMB93

million). During the investment process, the Group fully considered the use of funds, reasonable returns, liquidity and market conditions
and other factors, and prioritised the control of associated risks to implement the Group’s prudent financial policies.
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As at 31 December 2016, the net current assets of the Group were approximately RMB627 million (31 December 2015: net current assets
of approximately RMB734 million). The decrease was primarily attributable to improvement of the operating capacity by the Company
and increase in account payables and advances. The Company believes that it will be able to meet its liabilities as and when they fall
due and meet the capital requirement for operations. The Company is able to control the level of its liabilities and financial risks.

As at 31 December 2016, the bank borrowings, finance leases and loan notes (together as “interest bearing loans”) of the Group with
maturity of within one year totally amounted to approximately RMB1,179 million (31 December 2015: approximately RMB822 million).
The interest bearing loans of the Group with maturity of more than one year amounted to approximately RMB833 million (31 December
2015: RMB1,338 million). The interest bearing loans of RMBI,401 million carried fixed and variable interest rates ranging from 3.65% to
8.00% (2015: 3.94% to 8.00%) per annum. The interest bearing loans amounting to HK$436 million carried a fixed interest rate ranging
from 1.47% to 1.49% (2015: 1.64%). The Company will closely monitor the changes in interest rate and assess the interest rate risk.

The objective of the Company’s financial policy is to maintain healthy capital structure to minimize the capital cost through prudent
financial management. During the year under review, the Group continued to further make use of long-term loans in order to optimize
its loan structure.

Financial Position
Assets

As at 31 December 2016, the total assets of the Group were approximately RMB12,130 million, representing an increase of 15.02% as
compared to approximately RMB10,546 million as at 31 December 2015. Among them, non-current assets increased by approximately
5.80% to approximately RMB4,361 million and current assets increased by approximately 20.93% to approximately RMB7,769 million.
The maijor reason for the increase of non-current assets was due to the capital expenditure on production plants (mainly lithium
batteries project and recycling project). The increase in current assets was mainly attributable to the increase in inventories, bank
deposits and pledged bank deposits.

Liabilities

As at 31 December 2016, the total liabilities of the Group were approximately RMB8,023 million, representing an increase of
approximately 13.34% as compared to approximately RMB7,079 million as at 31 December 2015. Among them, current liabilities
increased by approximately 25.51% to approximately RMB7,142 million, mainly due to the increase in account payables/advances. Non-
current liabilities decreased by approximately 36.55% to approximately RMB881 million, mainly due to the decrease in long-term interest
bearing loans.

Analysis by Key Financial KPIs

Profitability:

2015
Return on equity 18.11%
Gross profit margin 13.64%
Net profit margin 3.53%

The gross profit margin increased by 0.21 percentage points from 13.64% in 2015 to 13.85% in 2016, which was mainly due to the
increase in gross profit margin of carts and tricycles battery compared to that of the previous year, driving the increase in gross profit
margin in 2016.
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Liquidity:

2016 2015
Current ratio 1.09 1.13
Quick ratio 0.82 0.89

Both the ratios above for 2016 slightly decreased when comparing with those of 2015, mainly due to current liabilities increased at a
greater extent as compared to that of the current assets.

Operating Cycle:

2015
Inventory turnover days 34
Account receivables turnover days n
Account payables turnover days 24
Bills and account receivables turnover days 35
Bills and account payables turnover days 46

The inventory turnover days decreased by 2 days to 32 days in 2016 due to our optimization of inventory management in 2016. Account
receivables turnover days increased by 3 days to 14 days in 2016 as compared that of in 2015, which was due to the increase in sales
income in 2016. Account payables turnover days for 2016 increased by 6 days to 30 days, mainly due to the increase of account
payables. Bills and account receivables turnover days and bills and account payables turnover days increased by 5 days and 15 days
respectively, resulting from the respective increase of 22.71% and 40.60% for the amounts of account receivables and payables at the
end of 2016 comparing with those at the end of 2015.

Capital:

2015
Net debt ratio 21.98%
Interest coverage ratio (Note) 6.55

Note: EBITDA divided by total interest expenses

As the interest bearing debt (“Debt”) and the cash and bank balances as at 31 December 2016 were RMB2,011 million and RMB1,878
million respectively, thus the net Debt was RMB133 million. The net debt ratio had a substantial reduction from 21.98% to 3.24%. Total
deposits increased and total loans decreased during the year.

The interest coverage ratio improved significantly, mainly due to an increase in net profit in 2016 and the reduction of interest expenses
arising from scaling down of the Debt.

Return of Shareholders:

2016 2015
Earning per share (Basic) 0.757 0.548
Dividend payout ratio ("DPR") 30% (Note) 50%

Note: the index is derived from the dividend to be proposed by the Company’s board of directors for 2016, which is subject to approval at the annual
general meeting.
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Capital Expenditure

The capital expenditure in 2016 was approximately RMB716 million (2015: approximately RMB487 million). A maijority of expenditure was
incurred on the construction of lithium batteries production project, Wushang base in Changxing, Puyang base in Henan and Shuyang
base in Jiangsu.

Capital Commitments

The amount contracted for but not stated in the consolidated financial statements in respect of the acquisition of property, plant and
equipment as at 31 December 2016 was approximately RMB241 million (31 December 2015: approximately RMB322 million).

Gearing Ratio

The Group’s gearing ratio (which is based on the amount of total interest bearing loans divided by total assets multiplied by 100%) as at
31 December 2016 was approximately 16.58% (31 December 2015: approximately 20.48%).

Exposure to Exchange Rate Fluctuation

As the Group’s operations were mainly conducted in China and the majority of businesses were transacted in Renminbi, and the
Group entered into foreign currency forward contracts in 2016 for the bank borrowings of HK$436 million to reduce exposure to foreign
currency, the Board is of the view that the Company’s operating cash flow and liquidity are not subject to significant foreign exchange
rate risk.

Contingent Liabilities

The Group did not have any significant contingent liabilities as at 31 December 2016 (31 December 2015: Nil).

Pledge of Assets

As at 31 December 2016, the bank facilities of the Group were secured by bank deposits, bills receivables, property, plant and equipment
and prepaid lease payments. The aggregate net book value of the assets pledged amounted to approximately RMB2,169 million
(31 December 2015: RMB2,092 million).

Employee and Remuneration Policies

As at 31 December 2016, the Group employed a total of 18,110 employees (31 December 2015: 18,127 employees). Staff costs excluding
directors’ emoluments of the Group for the year of 2016 amounted to approximately RMB1,265 million (2015: RMB1,154 million). The
costs included basic salaries and benefits as well as staff benefits such as discretionary bonus, medical and insurance plans, pension
scheme (including the schemes under the statutory requirement of the government such as pension insurance in China and mandatory
provident fund in Hong Kong), unemployment insurance plans and share option scheme etc. Competitive remuneration packages
were offered to employees. The Company has adopted incentive programs (including share option scheme) to encourage employee
performance and provided a range of training programs for the development of its staff.

Please refer to the paragraphs headed “Emolument Policy” in the “Directors’ Report” section of this annual report for the mechanism for
determining the emolument payable to the Directors.
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Significant Investments Held

Save as the disclosures in Note 22 to the Consolidated Financial Statements, there were no other significant investments held by the
Group as at 31 December 2016 (31 December 2015: Nil). During the year under review, the Group recorded a gain of approximately
RMB22,700,000 (2015: a loss of approximately RMB12,400,000) for held-for-trading investments as the capital market was under
fluctuation. Such investment’s future prospect remains uncertain under the fluctuating capital market.

Material Acquisition and Disposal

There was no material acquisition and disposal during the year.

Purchase, Sale or Redemption of the Company’s Listed Shares

Please refer to the paragraphs headed “Share Capital and Issue of Securities” as set out in the “Directors’ Report” section of this annual
report for the purchase, sales and redemption of the Company’s shares in this year.

Principal Risks and Uncertainties

Many economic experts closely monitor whether the global and China economy growth will slow down in coming years. The Group’s
sales of traditional business such as the e-bike battery may be under uncertainties if the consumer market downturn exists. It is the
reason that the Group started industries transformation and upgrading a few years ago, aiming to diversify the risk of over reliance on
any single business segment.

In the past few years, labour cost in China continuously increased and the production-oriented entities in China were facing the
increasing pressure of higher production cost. The Group will apply more resources in establishing production automation system
in order to reduce manpower per production unit. At the same time, the new incentive scheme will be adopted as the other way for
improving the manpower efficiency.

Please refer to note 4 to 6 to the consolidated financial statements for other risks and uncertainties.

Future Development

For the Group’s future plans and development, please refer to the “Future Prospects and Development Strategy” section in the Business
Review.

Closure of Register of Members

The register of members of the Company will be closed from Friday, 12 May 2017 to Thursday, 18 May 2017, both days inclusive, during
which period no transfer of the shares of the Company will be registered. In order to qualify for attending the annual general meeting of
the Company of this year, all share certificates, together with duly completed transfer forms, must be lodged with the Company’s Hong
Kong branch share registrar, Tricor Investor Services Limited, at Level 22, Hopewell Centre, 183 Queen’s Road East, Hong Kong, no later
than 4:30 p.m. on Thursday, 11 May 2017.

Further, the register of members of the Company will be closed from Thursday, 1June 2017 to Monday, 5 June 2017 (both days inclusive).
In order to establish entitlements to the proposed final dividend, all transfers accompanied by the relevant share certificates must
be lodged with the Company’s Hong Kong branch share registrar, Tricor Investor Services Limited, at Level 22, Hopewell Centre, 183
Queen’s Road East, Hong Kong not later than 4:30 p.m. on Wednesday, 31 May 2017.
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PROFILES OF DIRECTORS AND SENIOR MANAGEMENT

Executive Directors

Dr. ZHANG Tianren
(FRKAE)

Aged 54, is the chairman of our Board, president
and founder of our Group. Dr. ZHANG is responsible
for our overall management and formulation of
our business strategies. Dr. ZHANG has 31 years of
experience in technological research and development
and management of rechargeable battery industry in
China. Dr. ZHANG was the factory manager of Zhejiang
Changxing Storage Battery Factory during the period
between 1989 and 2002, and has been the chairman and
the general manager of Tianneng Battery since 2003.

In addition to his key position in our Group, Dr. ZHANG has
held various roles in the new energy, battery and other
related industries in China. Dr. ZHANG is currently a vice
chairman of the Asian Photovoltaic Industry Association,
first council chairman of the New Battery Industry
Technology Innovation Strategic Alliance (377 & i 2 2
Bl Bl R Bk B H (£ IR F &), vice council chairman of
China Industrial Association of Power Sources, vice council
chairman of China Battery Industry Association, vice
council chairman of China Electrical Equipment Industry
Association, member of China EV100, vice president of the
National Technology and Equipment Industry Association
(2B TR EEE2EI2RK), vice president of
Zhejiang Entrepreneurs Association, executive president
of Zhejiang Private Enterprise Development Association (47
TEREDEEERAS) and the visiting professor of
Zhejiang Sci-Tech University.

Dr. ZHANG was elected as a member of the 12th National
People’s Congress in 2013 and awarded as one of the
World Outstanding Chinese at 11th World Outstanding
Chinese Award, 1st New Technological Merchants in
Zhejiang, 2009 Outstanding Zhejiang Merchants, Top Ten
Influential Persons of the PRC Electric Appliance Industry
2009, 2012 Bauhinia Cup Outstanding Entrepreneur,
the 2012 Ernst & Young Entrepreneur of the Year, 2014
Honorary Zhejiang Merchant and Distinguished Zhejiang
Merchant (ZZ —POF &M - GEENE), 8th
Outstanding Entrepreneur of China and 2016 Global New
Energy Business Leader. Dr. ZHANG is the younger brother
of Mr. ZHANG Aogen.

Mr. ZHANG Aogen
(RFIR)

Aged 59, is our executive Director and
vice-president and is responsible for the
procurement centre and Material Trading
Co., Limited. Mr. ZHANG joined Zhejiang
Changxing Storage Battery Factory as
a deputy factory manager in 1988 and
was appointed as a deputy general
manager of Tianneng Battery in 2001. Mr.
ZHANG attended the seminar of business
management for senior president in Zhejiang
University from September 2007 to December
2008. Mr. ZHANG is a senior economist and
has 30 years of management experience in
sales of rechargeable battery products. Mr.
ZHANG is also an elder brother of Dr. ZHANG
Tianren, chairman of our Board.
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Mr. CHEN Minru
(BR&4N)

Aged 57, is our executive Director and senior vice
president and is responsible for our capital market
and party building. Mr. CHEN joined us as a deputy
general manager of Tianneng Battery in February
2003. Mr. CHEN graduated from Central Party
School of The Communist Party of China (4 A
REHR), majoring in economics management.
He also attended the senior seminar of modern
management (CFO) in Zhejiang University of
Finance & Economics from April 2006 to May 2007,
the seminar of business management for senior
president in Zhejiang University from August 2007
to September 2008 and the senior seminar of
investment and finance in Shanghai University
of Finance and Economics from March 2009 to
March 2010. Mr. CHEN is a qualified accountant, a
senior economist and an affiliated member of the
Association of International Accountants. He has
38 years of experience in corporate management
and financial management. Prior to joining us,
Mr. CHEN was the deputy general manager of
Zhejiang Huzhou Bianshan Building Materials
Group Corporation (#M 7 ILEM EEAF]) and
Huzhou Kingsafe Group Co., Ltd. (BN & =85
).
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! Mr. SHI Borong
(£1HEK)

Aged 63, is our executive Director and vice-
president and is fully responsible for the business
of the production base of our Group in Jieshou.
Mr. SHI joined Zhejiang Changxing Storage
Battery Factory in 1989 and was promoted as
deputy factory manager of Zhejiang Changxing
Storage Battery Factory in 1990. He acted as
deputy general manager of Tianneng Battery in
2003 and was appointed as the standing deputy
general manager of Tianneng Battery in 2010. In
September 2013, Mr. SHI was appointed as the
chairman of Tianneng Battery (Anhui) Co., Ltd. and
Anhui Zhongneng Power Supply Co., Ltd. Mr. SHI
attended the seminar of business management for
senior president in Zhejiang University from August
2007 to September 2008. Mr. SHI is a senior
economist and has 27 years of management
experience in rechargeable battery enterprises.



Mr. ZHANG Kaihong
(3RBAAL)

Aged 59, is our executive Director and vice-
president and is fully responsible for the
management of our Wuhu branch. Mr. ZHANG
joined Zhejiang Changxing Storage Battery Factory
in 1988 and acted as deputy factory manager of
Zhejiang Changxing Storage Battery Factory in
1992. Mr. ZHANG was also appointed as deputy
general manager of Tianneng Battery in 2003 and
as general manager of Tianneng Wuhu in 2006.
From February 2014, Mr. ZHANG was appointed
as a vice-president of national level technology
centre of Tianneng Group. Mr. ZHANG attended
the seminar of business management for senior
president in Zhejiang University from August
2007 to September 2008. Mr. ZHANG is a senior
engineer with 30 years of experience in research
and development, quality control and corporate
management of rechargeable battery products.

)‘ Mr. ZHOU Jianzhong
(BEEH)
4

Aged 46, is our executive Director and vice
president. Mr. ZHOU is in charge of the sales
management centre and also takes charge of
Zhejiang Tianneng Energy Technology Co., Ltd.,
Tianneng Battery Group Co., Ltd. and Zhejiang
Tianneng Power Energy Co., Ltd. Mr. ZHOU
joined the Group in 1996 and has been the head
of market management section and standing
deputy general manager of Tianneng Battery,
standing deputy general manager of Tianneng
Energy Technology, general manager of Tianneng
Power Energy and general manager of Tianneng
Power Supply Material. He was appointed as
vice-president of the Group in 2011. Mr. ZHOU
attended the seminar of business management
for senior president in Zhejiang University from
September 2007 to December 2008. He is a senior
economist with 22 years of experience in the sales
and management of rechargeable batteries and
corporate management.
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; Mr. GUO
Konghui
(ZBFL1E)

Aged 82, was appointed as
an independent non-executive
Director in June 2015. Mr. GUO
graduated from Jilin University of
Technology (M I KZ) in
1956 with a bachelor degree of
engineering. Mr. GUO is currently
the honorary dean, professor
and tutor of PHD students of the
College of Automotive Engineering
of Jilin University. Mr. GUO led a
number of fundamental scientific
research projects of Chinese
automobile industry and the
development and production of
the new FAW automobiles. Mr.
GUO is reputed as a pioneering
scholar in the field of automobile
who has introduced the system
dynamics and the random
vibration theory to the research
of automobile vibration and
loading, a major founder of
mechanics of automobile tyre in
China and a major pioneer and
leader in the field of pursuing
steadiness and smoothness of
Chinese automobile operations.
Mr. GUO was elected as one of
the first batch of academician of
Chinese Academy of Engineering
in 1994. Mr. GUO is currently an
independent director of Hualing
Xingma Automobile (Group)
Co., Ltd. and Zhejiang Shibao
Company Limited, which are listed
companies on Shanghai Stock
Exchange and Shenzhen Stock
Exchange in China, respectively.
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Independent Non-Executive Directors

Mr. WU Feng
(Ri#)

Aged 66, was appointed as
an independent non-executive
Director in June 2015. Mr.
WU graduated from Taiyuan
Institute of Technology (KR
T E2p7) in 1981 with a master
degree of engineering. In
2014, Mr. WU was awarded an
honorary doctorate degree by
the University of Massachusetts
Boston in America. Mr. WU
is currently the professor,
tutor of PHD students and the
chief professor of the energy
and environmental materials
discipline of Beijing Institute of
Technology, the academician
of the International Eurasian
Academy of Sciences and vice
council chairman of China
Battery Industry Association.
Mr. WU takes the lead in the
field of new secondary battery
and related energy resources
in China. He took charge of and
undertook multiple important
and key national researches and
special projects. Mr. WU was
appointed as the “Chief Scientist
of the Special Project of New
Secondary Battery of National
(973) Key Basic Research
Program” by the Ministry of
Science and Technology of
the PRC for three times in a
row. Mr. WU is currently an
independent director of EVE
Energy Co., Ltd. and BST Power
(Shenzhen) Limited, which are
listed companies on Shenzhen
Stock Exchange and the
National Equities Exchange and
Quotations, respectively.

Mr. HUANG
Dongliang
BHER)

Aged 61, was appointed as an
independent non-executive
Director in February 2007.
Mr. HUANG graduated from
Zhongnan Finance University
in 1988 with a bachelor
degree majored in economics.
Mr. HUANG obtained the
qualifications of professor,
senior accountant and
registered tax agent in China.
Mr. HUANG is a certified public
accountant registered under
the Chinese Institute of Certified
Public Accountants. Mr. HUANG
is currently an independent
director of Zhejiang Medicine
Co., Ltd. (MIBEKRNLEA
fR 2 @]) and Lander Sports
Development Co., Ltd. (ZEE&E
EREEERODABRAAF),
which are listed companies on
Shanghai Stock Exchange and
Shenzhen Stock Exchange in
China, respectively.



Senior Management

Mr. ZHAO Haimin
(B

Aged 52, is the vice-president of the Group. Mr.
ZHAO is responsible for managing the research
centre as well as the quality of technology of
the Group. Mr. ZHAO joined us in 2004 as an
assistant to the general manager and deputy
general manager, etc. of Tianneng Battery
Company. Mr. ZHAO was responsible for after-
sale services, human resources and sales
management of the Group, during which he
organized and implemented the first tracking
system of laser printing for quality and after-
sale informationalization and the introduction
of overseas high-end talents under the national
“Thousand Talents Program” (B4ZX + A ) in respect
of the field of new energy. Mr. ZHAO graduated
from Bengbu Industrial Technology Institute (¥F38 T
F 1T E47), majoring in textile. Later, he attended
a vocational school and a university for corporate
management and was enrolled in the MBA
programme in China University of Geosciences
in 2009. Mr. ZHAO is a senior engineer. He has
extensive knowledge in non-woven fabrics and
battery separators. Prior to joining us, Mr. ZHAO
was an assistant to the general manager in
Huzhou KINGSAFE Group Co., Ltd. (#M & =35
&) and was responsible for the management of
technology, production and sales.

Mr. WANG Zhikun
(Ex3)

Aged 47, is the vice-president of the Group and an
executive director of Zhejiang Tianneng Innovative
Investment Management Co., Ltd (4T X#EAl
FREEEABR2AR]). Mr. WANG is responsible
for the strategy management, capital market and
investor relationship of the Group. He joined the
Group in 2005. He was appointed as listing office
director, chief investment officer, Head of President
Office and a member of the investment decision
committee. Mr. WANG was promoted as our vice-
president in 2010. Mr. WANG graduated from
Zhejiang University of Technology in July 1991 with
a bachelor degree of engineering, and obtained
a master degree of business administration from
Southern California University for Professional
Studies in America in August 2003. He also
attended the seminar of international financing in
Fudan University (Shenzhen Party School of CPC)
in 1999, the seminar of business management
for senior president in Zhejiang University from
August 2007 to September 2008 and the senior
seminar of investment, merger & acquisition and
market value management in Zhejiang Business
College (#7575 22F ) from August 2015 to October
2016. Mr. WANG is a senior economist with 24
years of experience in investment management,
international financing and capital operation who
holds the qualification of secretary to the board
of directors of Shanghai Stock Exchange. Mr.
WANG also acts as the chief secretary of Huzhou
Technical Equipment Industry Association (/1
MEHEEEZEEE) and committee member of
Huzhou Senior Economist Appraisal Committee (41
M =R ERIZT 2 Z ). Prior to joining us,
Mr. WANG worked in Century Securities (Shenzhen)
Company Limited and Zhejiang Huaxin Home
Textile Company Limited and was responsible
for the investment management and corporate
management.
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N Ms. HUI Wai Man, Shirley
(FFE8)

Aged 49, is the company secretary of the
Company. Ms. HUI is responsible for the company
secretarial affairs of the Group. She joined the
Group in September 2009. She is a certified public
accountant in Hong Kong, a fellow member of
Hong Kong Institute of Certified Public Accountants
and the Institute of Chartered Secretaries and
Administrators as well as a fellow member of Hong
Kong Institute of Chartered Secretaries. Also, she is
a member of Society of Chinese Accountants and
Auditors and Hong Kong Securities Institute. Ms.
HUI has over 27 years of professional experience
in public accounting and corporate financing.
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Ms. WANG lJing
(E£FF)

Aged 53, is our financial controller. Ms. WANG
is responsible for the financial management of
the Group. She joined the Group in 2004 as the
manager of financial department of Tianneng
Battery and was appointed as our financial
controller in 2009. She has more than 36 years
of financial management experience. Ms. WANG
graduated from Hangzhou Institute of Electrical
Engineering in Industrial Accounting in July 1988
and attended the advanced seminar of modern
management (CFO) in Zhejiang Institute of Finance
& Economics from June 2008 to June 2009. Prior fo
joining us, Ms. WANG worked in Zhejiang Leomax
Cement Company Limited (47T = Bi7KJERZ 10 A R
‘A\]), Huzhou Kingsafe Group (#i/1& =25 E)
and Huzhou Tianheng United CPA Firm (/1 X &
A g 5HATE A1) and was responsible for the
financial management and audit.



CORPORATE GOVERNANCE REPORT

The Company is committed to ensuring high standards of corporate governance. The Board believes that good corporate governance
practices are increasingly important for maintaining and promoting investor confidence.

Corporate Governance Code

The Company has adopted the provisions of the Corporate Governance Code (the “Code”) during the period from 1 January 2016 to 31
December 2016 as contained in Appendix 14 to the Rules Governing the Listing of Securities on the Stock Exchange (the “Listing Rules”).
For the year ended 31 December 2016, except for the code provision A.2.1, the Company has complied with the provisions set out in the
Code. Dr. Zhang Tianren is both the Chairman and CEO of the Company who is responsible for managing the Group’s business. The
Board considers that vesting the roles of Chairman and CEO in the same person facilitates the execution of the Company’s business
strategies and maximizes the effectiveness of its operation. With the present board structure and scope of business, the Board considers
that there is no imminent need to separate the roles into two individuals. However, the Board will continue to review the effectiveness of
the Group’s corporate governance structure to assess whether the separation of the position of the Chairman and CEO is necessary.

Board of Directors
Composition

As at 31 December 2016, the Board comprised nine members. Dr. Zhang Tianren is the Chairman of the Board. The executive directors
of the Company are Mr. Zhang Aogen, Mr. Chen Minru, Mr. Zhang Kaihong, Mr. Shi Borong and Mr. Zhou Jianzhong. In compliance
with Rule 3.10 of the Listing Rules, the Company had three independent non-executive directors comprising of one-third of the members
of the Board, namely, Mr. Guo Konghui, Mr. Huang Dongliang and Mr. Wu Feng. Mr. Huang Dongliang has appropriate professional
accounting experience and expertise.

All directors of the Company (the “Directors” and each of the Directors a “Director”) have distinguished themselves in their field of
expertise, and have exhibited high standards of personal and professional ethics and integrity. The biographical details of each Director
are disclosed on pages 26 to 29 of this annual report.

Each independent non-executive Director has pursuant to the Rule 3.13 of the Listing Rules, confirmed that he is independent of the
Company and the Company also considers that they are independent.

Mr. Huang Dongliang, being an independent non-executive director of the Company, has served the Company in this capacity for more
than nine years. Notwithstanding his long term service, given his extensive business experience and not connected with any director
or substantial shareholder of the Company, the Board is of the opinion that Mr. Huang continue to bring independent and obijective
perspectives to the Company’s affairs.

Apart from Mr. Zhang Aogen being an elder brother of Dr. Zhang Tianren, the Chairman of the Board, there is no other relationship
(including financial, business, family or other material relationship) among members of the Board. All of them are able to make free
independent judgment.

Function

The Board, led by the Chairman, is responsible for formulation and approval of the Group’s development, business strategies and
policies, approval of business plans, recommendation of dividend and supervision of management. While the management of the
Company was given sufficient autonomy by the Board to handle the daily ordinary course of administration and management, when the
Board delegates aspects of its management and administration functions to management, it has given clear directions as to the powers
of management, in particular, with respect to the circumstances where management shall report back and obtain prior approval from
the Board before making decisions or entering into any commitments on behalf of the Company.
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There is a formal schedule of matters specifically reserved to and delegated by the Board. The Board had given clear directions to the
management of the Company that certain matters (including the following) must be reserved to the Board:

Publication of final, interim and quarterly results (if any) of the Company;

- Dividend distribution or other distributions;

- Treasury policy, accounting policy and remuneration policy;

- Review on internal control system and risk management;

- Changes to major group corporate structure or Board composition requiring nofification by announcement;
- Notifiable transaction and non-exempted connected transaction/continuing connected transaction;

- Proposed transaction requiring Shareholders’ approval;

- Capital re-structuring and issue of new securities;

- Joint-venture with outside party involving capital commitment from the Group of over 5% of the relevant size test of the Company;
and

- Financial assistance to Directors.

In addition, the Board carries the function of reviewing the corporate governance practice and disclosure system as follows:

Review the Company’s policies and practices on corporate governance;

- Review and monitor the training and continuous professional development of Directors and senior management;

- Review and monitor the Company’s policies and practices on compliance with legal and regulatory requirements;

- Review and monitor the code of conduct and compliance manual (if any) applicable to employees and Directors; and

- Review the Company’s compliance with the Code and disclosure in the Corporate Governance Report.

33 ANNUAL REPORT 2016



The Company held nine Board meetings and one general meeting during the year ended 31 December 2016. The attendance of
individual Directors at these meetings were as follows:

Attendance of Attendance of

Board meeting general meeting
Name in person in person
Executive Direct
Dr. Zhang Tianren 9/9 11
Mr. Zhang Aogen 4/9 11
Mr. Chen Minru 9/9 1N
Mr. Zhang Kaihong 4/9 "N
Mr. Shi Borong 4/9 11
Mr. Zhou Jianzhong 4/9 11
Independent Non-executive Directors:
Mr. Huang Dongliang 4/9 11
Mr. Guo Konghui 3/9 11
Mr. Wu Feng 3/9 11
The term of appointment of the independent non-executive directors is as follows:
Mr. Huang Dongliang 11 June 2016 to 10 June 2017
Mr. Guo Konghui 6 June 2016 to 5 June 2017
Mr. Wu Feng 6 June 2016 to 5 June 2017

The Company has taken out appropriate insurance cover for the Directors in respect of legal actions taken against Directors and officers.
The Board reviews the extent of the insurance cover every year.

Responsibilities

In the course of discharging their duties, the Directors act in good faith, with due diligence and care, and in the best interests of the
Company and the Shareholders. Their responsibilities include:

- holding regular board meetings focusing on business strategy, operational issues and financial performance;
- monitoring the quality, timeliness, relevance and reliability of internal and external reporting;

- monitoring and managing the potential conflicts of interest of management, board members and Shareholders, including misuse
of corporate assets and abuse in connected transaction; and

- ensuring processes are in place to maintain the overall integrity of the Company, including financial statements and internal
control systems.
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Board Diversity

With a view to achieving a sustainable and balanced development, the Company sees increasing diversity at the Board level as an
essential element in supporting the attainment of its strategic objectives and its sustainable development. In designing the Board’s
composition, Board diversity has been considered from a number of aspects, including but not limited to age, cultural and educational
background, ethnicity, professional experience, skills, knowledge and length service. All Board appointments will be based on
meritocracy, and candidates will be considered against objective criteria, having due regard for the benefits of diversity on the Board.
Selection of candidates will be based on a range of diversity perspectives, including but not limited to age, cultural and educational
background, professional experience, skills, knowledge and length of service. The ultimate decision will be based on merit and
contribution that the selected candidates will bring to the Board. According to Provision A.5.6 of the Code, the above board diversity
policy of the Company has been approved by the Board and adopted by the Nomination Committee on 30 August 2013.

The Nomination Committee holds meeting at least once a year to review the diversity of the Board and discusses the measurable
objectives, including knowledge, appropriate professional qualifications, relevant business background and experience, skills, related
management expertise and independence of directors, and give recommendation to the Board. During the year, the Nomination
Committee took the view that the measurable objectives were achieved to a large extent. It pays particular attention on the cultural and
educational background, professional and technical experience, and skills of the members of Board and also reviewed the composition
between executive Directors and independent non-executive Directors so to ensure appropriate independency within the Board.

Directors’ Training

Pursuant to Provision A.6.5 of the Code, all Directors should participate in continuous professional development to develop and refresh
their knowledge and skills. The Directors have been given relevant guideline materials to ensure that they are apprised of the latest
changes in the commercial, legal and regulatory requirements in relation to the Company’s businesses, and to refresh their knowledge
and skills on the roles, functions and duties of a listed company director.

For the period from 1 January 2016 to 31 December 2016, all Directors provided their records of training to the Company. All Directors,
namely Dr. Zhang Tianren, Mr. Zhang Aogen, Mr. Chen Minru, Mr. Zhang Kaihong, Mr. Shi Borong, Mr. Zhou Jianzhong, Mr. Guo
Konghui, Mr. Huang Dongliang and Mr. Wu Feng, participated in this continuous professional development mainly by reading various
materials regarding directors’ responsibilities, prevention of breaching listing rules and disclosure of inside information, efc.

Company Secretary’s Training
Pursuant to Rule 3.29 of the Listing Rules, the Company Secretary must take no less than 15 hours of relevant professional training in
each financial year. The Company Secretary provided her training records to the Company indicating she took more than 15 hours

of relevant professional development by means of attending in-house briefings, attending seminars and reading relevant guideline
materials.

Shareholders’ Rights
Set out below is a summary of certain rights of the shareholders as required fo be disclosed pursuant to the Code.

Convening an extraordinary general meeting and procedures for putting forward proposals by shareholders at
general meeting

Each general meeting other than an annual general meeting, shall be called an extraordinary general meeting. General meetings may
be held in any part of the world as may be determined by the Board.
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According to Article No. 58 of the Company’s articles of association, any one or more members holding at the date of deposit of
the requisition not less than one-tenth of the paid up capital of the Company carrying the right of voting at general meetings of the
Company shall at all times have the right, by written requisition to the Secretary of the Board of the Company, to require an extraordinary
general meeting to be called by the Board for the transaction of any business specified in such requisition; and such meeting shall be
held within two months after the deposit of such requisition.

If within twenty-one days of such deposit the Board fails to proceed to convene such meeting, the requisitionist(s) himself (themselves)
may do so in the same manner, and all reasonable expenses incurred by the requisitionist(s) as a result of the failure of the Board shall
be reimbursed to the requisitionist(s) by the Company.

Any requisition fo convene an extraordinary general meeting or proposal to be put forward at the general meeting can be addressed
to the principal place of business of the Company in Hong Kong marked with the attention of the Company Secretary. The requisitionists
must state in their request(s) the objects of the extraordinary general meeting to be convened, and such request must be signed by all
the requisitionists. Upon receipt, the Company will verify the requisitionists’ particulars and if the request is in order, the Company will
convene the extraordinary general meeting in accordance with its articles of association.

Enquiries from Shareholders to the Board

In order to ensure effective communication between the Shareholders and the Board, the Company adopted the shareholders
communication procedures on 24 February 2012. According to the shareholders communication procedures, the Board should be
responsible for maintaining an on-going dialogue with Shareholders and in particular, use annual general meetings or other general
meetings to communicate with them and encourage their participation. The chairman of the Board should attend the annual general
meeting. He should also invite the independent non-executive Directors, chairmen of the audit, remuneration, nomination and any other
committees (as appropriate) to attend. In their absence, the chairman should invite another member of the committee or failing this, his
duly appoinfed delegate, to attend. These persons should be available to answer questions at the annual general meeting.

The chairman of the independent board committee (if any) should also be available to answer questions at any general meeting to
approve a connected transaction or any other transaction that requires independent shareholders’ approval.

Shareholders and investors are welcome to visit the Company’s website and raise enquiries through our Investor Relations Department

and/or our Company’s PR representative (Porda Havas International Finance Communications (Group) Holdings Company Limited)
whose contact details are available on the website.

Remuneration of Directors
The Company has established a Remuneration Committee with specific terms of reference which deal clearly with its duties and
responsibilities. As at 31 December 2016, the Remuneration Committee had three members, comprising Mr. Wu Feng (Chairman),

Mr. Huang Dongliang (independent non-executive Directors) and Mr. Chen Minru (executive Director).

The terms of reference of the Remuneration Committee follow the guidelines set out in the Code and it is mainly responsible for making
recommendations to the Board on the Company’s policy for the remuneration of Directors and senior management.
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The Remuneration Committee shall meet at least once a year. One committee meeting was held in 2016 to approve and adopt the
revised terms of reference of the Remuneration Committee. The attendance of each member is set out as follows:

Meeting attended
Name Meeting held in person
Mr. Huang Dongliang 1 1
Mr. Chen Minru 1 1
Mr. Wu Feng 1 1

During the Remuneration Committee meeting, proposal for adjustment of remuneration package for Directors and senior management
(“the Proposal”) was reviewed and approved by the Remuneration Committee and the Proposal was proposed to the Board of Directors
for approval. The Proposal was approved by the Board of Directors.

Nomination of Directors

The Company has established a Nomination Committee with specific terms of reference which deal clearly with its duties and
responsibilities. As at 31 December 2016, the Nomination Committee had three members, comprising Dr. Zhang Tianren (Chairman)
(executive Director), Mr. Huang Dongliang and Mr. Wu Feng (independent non-executive Directors).

The terms of reference of the Nomination Committee have been determined with reference to the Code. The Nomination Committee is
responsible for identifying potential new Directors and recommending to the Board for decision. A Director appointed by the Board is
subject to re-election by Shareholders at the first annual general meeting after his/her appointment. Under the Company’s articles of
association, at each annual general meeting one-third of the Directors for the time being (or if their number is not a multiple of three,
the number nearest to but not less than one-third) shall retire from office by rotation provided that every Director shall be subject to
retirement by rotation at an annual general meeting at least once every three years. Basically, the nomination procedure follows the
articles of association of the Company. Potential new Directors are selected on the basis of their qualification, skills and experience
which the Nomination Committee considers will make a positive contribution to the performance of the Board.

The Nomination Committee shall meet at least once a year. One committee meeting was held in 2016 to review the composition of the
Board, consider the independence of the independent non-executive Directors and the retirement of Directors. The attendance of each
member is set out as follows:

Meeting attended
Name Meeting held in person
Dr. Zhang Tianren 1 1
Mr. Huang Dongliang 1 1
Mr. Wu Feng 1 1
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Remuneration of the Senior Management

The remuneration of the senior management of our Group for the year ended 31 December 2016 falls within the following band:

AB

Nil to RMB1,000,000 4

Model Code for Securities Transactions by Directors

The Company has adopted the Model Code for Securities Transactions by Directors of Listed Issuers (the “Model Code”) contained in
Appendix 10 of the Listing Rule. Having made specific enquiry, all Directors have complied with the required standard set out in the
Model Code throughout the year of 2016.

Audit Committee

The Company has established an Audit Committee in compliance with the Rule 3.21 of the Listing Rules. As at 31 December 2016, the
Company’s Audit Committee comprised three independent non-executive Directors, namely Mr. Huang Dongliang (chairman), Mr. Guo
Konghui and Mr. Wu Feng.

The primary duties of the Audit Committee (inter alia) are to review the financial reporting process and internal control system of the
Group, and to make proposals to the Board as to appointment, renewal and resignation of the Company’s independent external
auditors and the related remuneration and appointment terms. The Audit Committee has reviewed the annual report with the
management and the Company’s independent external auditors and recommended its adoption by the Board.

The written terms of reference, which describes the authority and duties of the Audit Committee, are regularly reviewed and was
updated by the Board to comply with Provision C.3.3 of the Code in 2016. The Audit Committee held two meetings during the year
ended 31 December 2016. The aftendance of each member is set out as follows:

Meeting attended
Name Meeting held in person
Mr. Huang Dongliang 2 2
Mr. Guo Konghui 2 2
Mr. Wu Feng 2 2

The Audit Committee oversees the financial reporting process. In this process, the management of the Company is responsible for the
preparation of Group’s financial statements including the selection of suitable accounting policies. Independent external auditors are
responsible for auditing and attesting to Group’s financial statement and evaluating the Group’s system of internal controls. The Audit
Committee oversees the respective works of the management and the independent external auditors to monitor the processes and
safeguards employed by them. The Audit Committee reports to the Board on its findings after each of its meeting. With effect from 1
January 2016, the Audit Committee will also oversee the Group’s risk management system.

The Audit Committee reviewed and discussed with the management and independent external auditors the Group’s financial
statements for the year ended 31 December 2016. The Audit Committee also received reports and met with the external independent
auditors to discuss the general scope of their audit work and their assessment of Group internal controls.

Based on these reviews and discussions and the report of the external independent auditors, the Audit Committee recommended for

the Board’s approval of the consolidated financial statements for the six months ended 30 June 2016 and the year ended 31 December
2016, with the Auditors’ Report thereon.
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The Audit Committee recommended to the Board that the Shareholders be asked to re-appoint Deloitte Touche Tohmatsu (“Deloitte”) as
the Group's independent external auditor for the year ending 31 December 2017.

Compliance Adviser

To better perform the responsibility set out in the Listing Rules, the Company engaged Convoy Capital Hong Kong Limited as its
compliance adviser throughout the year under review and until 17 January 2017. Subsequently, the Company engaged Gram Capital
Limited as its compliance adviser for a term of service from 20 January 2017 to 19 January 2018.

Independent External Auditor

The Audit Committee reviews each year a letter from the independent external auditor of the Company, Deloitte, confirming their
independence, approves their appointment, discusses the scope of their audit and approves their fees.

Deloitte has provided annual statutory audit services in respect of the Company’s financial statements prepared under HKFRSs for the
year 2016. Deloitte has also reviewed the 2016 unaudited interim financial report of the Company, prepared under HKFRSs.

During the year ended 31 December 2016, the fee paid and payable to Deloitte in respect of audit and audit related services amounted
to approximately RMB1.77 million. In respect of non-audit services, the fees paid and payable to Deloitte relating to review on interim
financial report amounted to approximately RMBO.5 million.

Internal Control and Risk Management

The Board is responsible for maintaining an adequate system of internal controls within the Group and reviewing their effectiveness
at least annually, covering all material controls, including financial, operational and compliance controls as well as risk management
functions. The Board is committed to strengthening the Group’s internal control system, and has established a series of internal control
policies and procedures. The system of internal controls is designed to facilitate effective and efficient operations, to safeguard assets
and to ensure the quality of internal and external reporting and compliance with applicable laws and regulations. It is also designed to
provide reasonable, but not absolute, assurance that material misstatement or loss can be avoided, and to manage and minimize risks
of failure in operation systems.

The Company engaged an international professional management consultancy firm, Baker Tilly Hong Kong Risk Assurance Limited
("Baker Tilly”), to assess and evaluate the risk and effectiveness of its system of internal controls up to 31 December 2016. The
Audit Committee members, together with the senior management, have reviewed, considered and discussed all the findings and
recommendations of the internal control review relating to the internal control system that operates within the Group, and the Audit
Committee is satisfied that the internal control system of the Group is sound and adequate. Pursuant to the system improvement
recommendations made by Baker Tilly, the Group will continue to improve its internal management and control systems.

The Board has also conducted an annual review on the effectiveness of the accounting and financial reporting function of the Company
and takes the view that the Company possesses adequate resources and its staff are equipped with suitable qualifications and

experience in this regard.

Going forward, the Company will conduct regular reviews of the Company’s internal control and risk management systems and their
effectiveness to ensure the interest of the Shareholders is safeguarded.
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Going Concern

The Directors, having made appropriate enquiries, consider that the Company has adequate resources to continue in operational
existence for the foreseeable future and that, for this reason, it is appropriate to adopt the going concern basis in preparing the financial
statements.

Communication With Shareholders

The objective of shareholder communication is to provide the Shareholders with detailed information about the Company so that they
can exercise their rights as the Shareholders in an informed manner. The Company uses a range of communication tools to ensure the
Shareholders are kept well informed. These include general meeting, annual report, various notices, announcements and circulars.
Procedure for demanding voting by poll has been included in all circulars accompanying notice convening general meeting and the
detailed procedures for conducting a poll has been read out by the Chairman at general meeting. The general meeting provides with
the Shareholders a useful forum and encourages the Shareholders to attend the general meetings of the Company to raise comments
and exchange views with the Board. The Chairman, Directors and independent external auditor, where appropriate, are available to
answer questions at the meeting.

Directors’ Responsibility in Preparing the Financial Statements

The Directors acknowledge that it is their responsibilities in preparing the financial statements. The responsibilities of the independent
external auditor with respect to financial reporting are set out in the Independent Auditor’s Report on page 57.

Constitutional Documents

There are no significant changes in the Company’s constitutional documents during the year ended 31 December 2016.
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ENVIRONMENTAL PROTECTION AND COMMUNITY RELATIONS

The Company has actively put its effort into environmental protection and vastly promoted the use of clean production to ensure the
natural and harmonious development of the Company. The Company has adopted a series of environmental protection policies and
utilized modern equipment to control and monitor the waste level on a regular basis. The Company also complies with the regulatory
requirements on environmental protection.

In 2016, the Company exerted great efforts to improve the levels of technology and equipment to speed up the transformation of
production process, thus comprehensively enhancing the level of environmental protection and smart manufacturing. Multiple awards
were granted such as the “National Model Enterprise Promoting Green Growth” (B ZR 4k (2 1% K AU R &1 1 2£), the “National Project of
Intelligentized Factory for the Production of Motive Battery for New Energy Vehicles” (B 2% ¥ 885 /7 58 B 1 5t 4 & 45 (b T IA
B ), the “National System Integration Project of Green Manufacturing” (B SR 4% & &3 R 4T 56X TE B ), the “National Special Project of
Clean Production” (B %52 £ E % E), and the “China Integrated Management System Standards Assessment Pilot Enferprise for the
Integration of Informatization and Industrialization”. The full enhancement of environmental protection capabilities of the Company has
become one of the core competitiveness for the long and mid-term development of the Group.

In 2016, to the best knowledge of the Directors, the Company complied with the relevant laws, rules and regulations that have a
significant impact on the Company.

Meanwhile, the Company will publish the Corporate Social Responsibility Report (CSR Report), fully describing the Company’s work on

environmental protection and social responsibility from corporate governance, market operations, working environment, Community
Relations, environmental protection and other aspects.
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CONNECTED TRANSACTIONS

Significant related party transactions entered into by the Group for the year ended 31 December 2016 are disclosed in Note 39 to the
consolidated financial statements. The said related party transactions constituted connected transactions under the Listing Rules but
were fully exempted from shareholders’ approval, annual review and other disclosure requirements.

Non-exempt connected transactions

1.  Subscription of additional registered capital representing 40% of enlarged equity interests in Zhejiang Tianneng
Energy Technology Co., Ltd. (#T I R EEEERRI AR A A)

Introduction

On 18 January 2016, Zhejiang Tianneng Energy Technology Co., Ltd (4T K AEREIRFL AR A &), “Tianneng Energy”), an indirect
wholly-owned subsidiary of the Company, entered into a subscription agreement (“the Subscription Agreement”) pursuant to
which Partnership A, Partnership B and Partnership C (as defined below) would subscribe for 40% of Tianneng Energy’s enlarged
equity interest with an aggregate consideration of approximately RMB114.2 million.

Major Terms

Maijor terms of the Subscription Agreement are as follows:

Date: 18 January 2016

Parties: (a)  Issver: Tianneng Energy

(b)  The then existing shareholders of Tianneng Energy:

1) Zhejiang Tianneng Battery Co., Ltd. (KEEE M EEF R AR, “Tianneng Battery”), an indirect wholly-
owned subsidiary of the Company

2)  Zhejiang Changxing Tianneng Power Supply Co., Lid. (#1/T4& KELREEEIRBR A 7], “Tianneng Power
Supply”), an indirect wholly-owned subsidiary of the Company

(c)  Subscribers:

1) Changxing Tianhao Investment Management Partnership Enterprise (REIK 2R EER A B,
“Partnership A”)

2)  Changxing Tianze Investment Management Partnership Enterprise (KB R ZHEE R A B E,
“Partnership B”)

3)  Changxing Tianshun Investment Management Partnership Enterprise (REEKIEIREER S B,
“Partnership C”)
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As at the date of the Subscription Agreement:

(@)  Changxing Tianfu Shareholding Investment Management Co., Ltd. (& K & I ER A E I AR A 7, Tianfu”), being a
company owned by Dr. Zhang Tianren, an executive Director and controlling shareholder of the Company as to 95%, and
owned by Mr. Zhou Jianzhong, an executive Director of the Company as to 5%, is the general partner of Partnership A and
Partnership B. Tianfu also has approximately 0.52% and 2.75% partnership interests in Partnership A and Partnership B
respectively. Accordingly, each of Partnership A and Partnership B are connected persons of the Company under the Listing
Rules; and

(b)  Changxing Tianzhi Business Management Co., Ltd. (RELREEZEEE AR AR, “Tianzhi’), being a company owned
by Mr. Shi Liyong, an executive director of Tianneng Energy as to 95%, and owned by Mr. Wang Jiangang as to 5%, is the
general partner of Partnership C. Tianzhi also has approximately 0.78% partnership interest in Partnership C. Accordingly,
Partnership C is a connected person of the Company under the Listing Rules.

Consideration and subscription percentage of the enlarged issued share capital of Tianneng Energy:
Subscription % of

the enlarged issued
share capital of

Subscriber Consideration Tianneng Energy

Partnership A approximately RMB86.6 million Approximately 30.32%
Partnership B approximately RMB16.2 million Approximately 5.68%
Partnership C approximately RMB11.4 million Approximately 4%

Total approximately RMB114.2 million Approximately 40%

Terms of payment: The consideration shall be paid in full in cash by the respective subscribers to Tianneng Energy within

twenty (20) days from the date the Subscription Agreement.
Reasons for and benefits of the subscription

The Subscription will raise sufficient capital for the research and development and expansion of production capacity of the
lithium battery product business and to provide incentive to and reward to the directors, senior management and employees
of the enlarged Group (including Tianneng Energy) for their past contributions to, and continuing efforts to promote the interests
of the enlarged Group. The Board is of the view that such incentives and rewards will positively motivate and retain senior and
experienced staffs.

Completion:

The completion of the subscription took place on 27 January 2016 in accordance with the terms of the Subscription Agreement.
Upon completion, Tianneng Energy is indirectly held as to approximately 60% by the Company (through Tianneng Battery as to
54% and Tianneng Power Supply as to 6%), approximately 36% by Partnership A and Partnership B, and approximately 4% by
Partnership C. Tianneng Energy remains a subsidiary and is a connected subsidiary of the Company under the Listing Rules and
its account will continue to be consolidated in the accounts of the Company.
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Shareholder’s loan and guarantees
Introduction

On 12 October 2016, Tianneng Battery entered into a shareholder’s loan agreement with Tianneng Energy, pursuant to which
Tianneng Battery agreed to grant to Tianneng Energy a shareholder’s loan for the sum of up to RMB150 million. As at the date of
the shareholder’s loan agreement, Tianneng Energy has applied for certain bank loans which are pending approval from Bank of
China Limited, Changxing Branch (“BOC”), China Construction Bank Corporation, Changxing Branch (“CCB”) and Shanghai Pudong
Development Bank Co., Ltd., Huzhou Changxing Branch (“SPD Bank”). The purpose of the shareholder’s loan is to fund the internal
working capital of Tianneng Energy, pending the drawdown of the loans by Tianneng Energy from BOC, CCB and SPD Bank
respectively.

As mentioned above, Tianneng Energy become a connected subsidiary of the Company after the completion of the subscription
of its equity interest by Partnership A, Partnership B and Partnership C, therefore it is a connected person of the Company under
Chapter 14A of the Listing Rules. Thus, the shareholder’s loan constituted connected transaction of the Company under Chapter
14A of the Listing Rules.

Maijor terms

The principal terms of the shareholder’s loan agreement are as follows:

Date: 12 October 2016

Lender: Tianneng Battery

Borrower: Tianneng Energy

Principal amount: up to RMB150 million.

Term: From 12 October 2016 to the earlier of (i) 11 April 2017, or (i) upon the bank loans from BOC, CCB and SPD

Bank being readily available to Tianneng Energy

Interest rate: 4.35% per annum, having considered the benchmark market borrowing interest rate in the PRC,
as calculated based on a daily rate according to the actual number of days of the duration of the
shareholder’s loan, and to be adjusted if the Group adjusts the benchmark interest rate. Interest shall be
paid monthly.

In the event of default, a default interest rate of 20% per annum shall be imposed.

Repayment terms: The principal amount of the shareholder’s loan together with all interests payable shall be repaid upon
the expiration of the term of the shareholder’s loan.

As mentioned above, as at the date of the shareholder’s loan agreement, Tianneng Energy has applied for certain bank loans
which were pending approval from BOC, CCB and SPD Bank. Tianneng Battery proposed to guarantee the repayment obligations
of Tianneng Energy under the loans to be granted by BOC, CCB and SPD Bank up to the amount of RMB107 million, RMB60 million
and RMB150 million respectively, with a guarantee fee of 0.5% on the aggregate amount of the loans to be paid by Tianneng
Energy in a lump sum.
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Non-exempt continuing connected transactions
1. Lease Agreements
Introduction and major terms

Tianneng Energy, which became a connected subsidiary of the Company on 27 January 2016, has entered into a lease agreement
with Tianneng Battery and Tianneng Power Supply respectively, which constitute continuing connected transactions of the
Company under chapter 14A of the Listing Rules, details of which are set out below:

Lease Agreement between Tianneng Energy and Tianneng Battery

Date: 28 January 2016
Lessor: Tianneng Energy
Lessee: Tianneng Battery
Premises: Such portion of office space, staff quarters, research and development building and storeroom at

Changxing Headquarter, Zhicheng Town, Changxing County, Zhejiang Province, PRC with a total leased
area of 21,092.79 square metres

Term: 1January 2016 to 31 December 2018

Rental: RMB248,591.98 per month for the year ending 31 December 2016, RMB273,451.17 per month for the year
ending 31 December 2017 and RMB300,796.29 per month for the year ending 31 December 2018. The
monthly rent is payable in advance quarterly, on the fifth to tenth day of every quarter.

Lease Agreement between Tianneng Energy and Tianneng Power Supply

Date: 28 January 2016

Lessor: Tianneng Energy as the lessor

Lessee: Tianneng Power Supply as the lessee

Premises: Such portion of office space, staff quarters and research and development building at Changxing

Headquarter, Zhicheng Town, Changxing County, Zhejiang Province, PRC with a total leased area of
21,221.95 square metres

Term: 1January 2016 to 31 December 2018

Rental: RMB192,649.41 per month from 1 January 2016 to 30 June 2016; RMB241,336.51 per month from 1
July 2016 to 31 December 2016; RMB265,470.16 per month for the year ending 31 December 2017 and
RMB292,036.14 per month for the year ending 31 December 2018. The monthly rent is payable in advance
quarterly, on the fifth to tenth day of every quarter.
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Annual Caps

Based on the terms of the above lease agreements, the Annual Caps to be paid by Tianneng Battery and Tianneng Power Supply
to Tianneng Energy for each of the three financial years ending 31 December 2018 will not be more than the respective amounts
as follows:

For the financial For the financial For the financial
year ended year ending year ending

31 December 2016 31 December 2017 31 December 2018
RMB5,587,019 RMB6,467,056 RMB7,113,989

The actual rent paid by Tianneng Battery and Tianneng Power Supply during the year under review is approximately
RMBS5,587,019.

Reasons for the entering into the lease agreements
The terms of the lease agreements are in line with, and with reference to, other similar leased properties in the PRC. An
independent property valuer has been appointed by the Company to review the rent payable under the lease agreements and

confirmed that such rent was at the prevailing market rent as at 31 December 2014 and there will be an estimated increase in rent
of 10% per annum from 2016 to 2018.

Consignment sale framework agreement
Introduction and major terms
Tianneng Energy has entered info a consignment sale framework agreement with Tianneng Power Supply, which constitutes

a continuing connected transaction of the Company under chapter 14A of the Listing Rules upon Tianneng Energy becoming a
connected subsidiary of the Company, details of which are set out below

Date: 28 January 2016

Consignor: Tianneng Energy as the consignor

Consignee: Tianneng Power Supply as the consignee

General terms: Tianneng Energy appoints Tianneng Power Supply as its consignee to, from time to time, sell on its behalf,

the Lithium and Ni-MH Battery Products manufactured by Tianneng Energy at the online sales platforms
operated by the Remaining Group

Term: 1January 2016 to 31 December 2018

Pricing policy: Based on the unit price of the Lithium and Ni-MH Battery Products or the product price list determined by
Tianneng Energy from time to time on normal commercial terms, which shall be not less favourable than
those offered to other independent third parties. The pricing for each product must be with reference to
the market price for similar products offered to independent third parties having regards to the quality,
market demands and the costs of sales of the products.
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Based on the terms of the above consignment sale framework agreement, the Annual Caps to be paid by Tianneng Power Supply
to Tianneng Energy for each of the three financial years ending 31 December 2018 will not be more than the respective amounts

as follows:
For the financial For the financial For the financial
year ending year ending year ending
31 December 2016 31 December 2017 31 December 2018
RMB15,000,000 RMB26,000,000 RMB40,000,000

The actual transaction amount in the year under review is approximately RMB1,519,000.
Reasons for the entering into the consignment sale framework agreement

The consignment sale framework agreement provides a framework to allow Tianneng Power Supply to sell the Lithium and Ni-MH
Battery Product on behalf of Tianneng Energy on the online sales platforms operated by Tianneng Power Spply.

The independent non-executive Directors have reviewed the above continuing connected transactions, and confirmed that they
have been entered into:

a)  inthe ordinary and usual course of businesses of the Group;
b)  on normal commercial terms; and

¢ in accordance with the relevant written agreements governing them on terms that are fair and reasonable and in the
interests of the Shareholders as a whole.

The auditor of the Company was engaged to perform works on the continuing connected transactions set out above in
accordance with Hong Kong Standard on Assurance Engagements 3000 “Assurance Engagements Other Than Audits or Reviews
of Historical Financial Information” issued by the Hong Kong Institute of Certified Public Accountants. The auditor has provide a
letter to the Board confirming that the continuing connected transactions disclosed above:

(1) have been approved by the Board;

(2)  were, in all material respects, in accordance with the pricing policies of the Group (if applicable);

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

(4)  have not exceeded the cap.

A copy of the auditor’s letter will be provided by the Company to the Hong Kong Stock Exchange.
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DIRECTORS’ REPORT

The directors present their annual report and the audited consolidated financial statements for the year ended 31 December 2016.
Principal Activities
The Company acts as an investment holding company and provides corporate management services. The Group is principally engaged

in the production of motive batteries in China. The activities of principal subsidiaries are shown in note 40 to the consolidated financial
statements.

Results and Appropriations

The results of the Group for the year ended 31 December 2016 are set out in the consolidated statement of profit or loss and other
comprehensive income on page 61. The Directors propose to declare a final dividend of HK25.60 cents per Share (2015: HK31.80 cents).

Property, Plant and Equipment
During the year, approximately RMB77 million and RMB285 million construction in progress were completed and transferred to buildings
and plant and machinery, respectively. During the year, the Group continued to expand its manufacturing facilities. The Group acquired

buildings, plant and machinery for approximately RMB157 million. Details of these and other movements in the property, plant and
equipment of the Group during the year are set out in note 17 to the consolidated financial statements.

Business Review

Details of the Company’s business review are set out in the “Business Review” section of this annual report, of which this Directors’
Report forms part.

Share Capital and Issue of Securities

During the year, the Company repurchased a total of 17,222,000 Shares of HK$0.10 each in the capital of its own shares on the Stock
Exchange, details of which are as follows:

Approximate

number of shares Highest price Lowest price aggregate

Month of repurchase repurchased paid per Share paid per Share consideration
(HK$) (HK$) (HK$°000)

(include relevant

expenses)

April 2016 6,334,000 6.36 6.1 39,920
May 2016 6,976,000 6.20 592 42,492
June 2016 1,966,000 5.28 4.68 9,833
December 2016 1,946,000 7.50 7.31 14,527
17,222,000 106,772

The issued share capital of the Company was reduced by the par value of the repurchased Shares which had been cancelled on 16
May 2016, 31 May 2016, 30 June 2016 and 28 December 2016. The repurchases of Shares were effected by the Directors pursuant to the
general mandate to repurchase Shares which was duly approved by the Shareholders at the annual general meeting of the Company
held on 18 May 2016.
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Share Capital and Issue of Securities (continued)

The repurchases were made for the benefit of the Company and the Shareholders as a whole with a view to enhancing the net assets
value per share of the Company and earnings per Share.

Details of the movement during the year in the share capital of the Company are set out in note 31 to the consolidated financial
statements.

As at 31 December 2016, two tranches of corporate bonds in an aggregate amount of RMB800 million (2015: RMB800 million) issued
by Tianneng Battery Group Co., Ltd., a wholly-owned subsidiary of the Company, to PRC domestic institutional investors for a term
of 5 years and 6 years respectively remained outstanding. Further details of the issues can be referred to the announcements of the
Company dated 7 March 2014, 10 March 2014, 18 September 2014 and 26 September 2014.

Except as disclosed above, during the year, neither the Company nor any of its subsidiaries purchased, sold or redeemed any of the
Company’s listed securities.

Distributive Reserves of the Company

As at 31 December 2016, the Company’s reserve available for distribution amounted to approximately RMB809 million (2015: RMB927
million). Under the Company Law (Revised) Chapter 25 of the Cayman Islands, the share premium of the Company is available for
distribution or paying dividends to shareholders subject to the provisions of its memorandum or articles of association and provided
that immediately following the distribution of dividends, the Company is able to pay its debts as they fall due in the ordinary course of
business.

Directors
The directors of the Company during the year and up to the date of this report were:

Executive directors:

Dr. Zhang Tianren (Chairman)
Mr. Zhang Aogen

Mr. Chen Minru

Mr. Zhang Kaihong

Mr. Shi Borong

Mr. Zhou Jianzhong

Independent non-executive directors:
Mr. Huang Dongliang

Mr. Guo Konghui

Mr. Wu Feng

The term of appointment of the independent non-executive directors is as follows:

Mr. Huang Dongliang 11 June 2016 to 10 June 2017
Mr. Guo Konghui 6 June 2016 to 5 June 2017
Mr. Wu Feng 6 June 2016 to 5 June 2017

In accordance with Article 86 and/or Article 87 (as the case may be) of the Company’s articles of association, Dr. Zhang Tianren, Mr.
Zhang Aogen and Mr. Huang Dongliang will retire from office and, being eligible, offer themselves for re-election at the forthcoming
annual general meeting.
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Directors’ Service Contracts

All of the executive directors and independent non-executive directors of the Company have entered into services contracts or a letter
of appointment with the Company respectively. The term of appointment of Dr. Zhang Tianren, Mr. Zhang Aogen, Mr. Chen Minru, Mr.
Zhang Kaihong, Mr. Shi Borong and Mr. Huang Dongliang, is 3 years from 11 June 2007; the term of appointment of Mr. Zhou Jianzhong
is 3 years from 27 March 2015; the term of appointment of Mr. Guo Konghui and Mr. Wu Feng, is 1 year from 6 June 2015. The term of
appointment of each Director is renewable by mutual agreement of both parties unless terminated by not less than three months’ prior
notice in writing served by either party. All the directors are subject to retirement by rotation and re-election at the Company’s annual
general meeting at least once every three years in accordance with Article No. 87 of the Company’s articles of association.

Other than those disclosed above, no director proposed for re-election at the forthcoming annual general meeting has a service
contract which is not terminable by the Group within one year without payment of compensation (other than statutory compensation).

Permitted Indemnity

The Company has taken out appropriate insurance cover for the Directors in respect of legal actions taken against Directors and officers.
The Board reviews the extent of the insurance cover every year.

Directors’ Interest in Shares, Underlying Shares and Debentures

As at 31 December 2016, the interests and the short positions of the directors and the chief executive of the Company in the shares,
underlying shares and the debentures of the Company and its associated corporations (within the meaning of Part XV of the Securities
and Futures Ordinance (“SFO”)), as recorded in the registered maintained by the Company under Section 352 of the SFO or as notified
to the Company and the Stock Exchange pursuant to the Model Code for Securities Transactions by Directors of Listed Issuers were as
follows:

(a) Long positions

Ordinary shares of HK$0.1 each of the Company:

Aggregate

approximate

Number of percentage of

interested issued share

shares held capital of

Name of director Capacity (note 1) the Company
Zhang Tianren Interest of a controlled corporation (note 2) 410,355,650 (L) 36.42%
Interest of spouse (note 2) 438,000 (L) 0.04%

Zhang Aogen Interest of a controlled corporation (note 3) 13,641,022 (L) 1.21%
Chen Minru Interest of a controlled corporation (note 4) 5,343,152 (L) 0.47%
Zhang Kaihong Interest of a controlled corporation (note 5) 18,884,174 (L) 1.67%
Shi Borong Interest of a controlled corporation (note 6) 15,686,141 (L) 1.39%
Zhou Jianzhong Interest of a controlled corporation (note 7) 2,362,815 (L) 0.20%
Huang Dongliang Beneficial owner (note 8) 240,000 (L) 0.02%
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Directors’ Interest in Shares, Underlying Shares and Debentures (continued)

(a) Long positions (Continued)

Notes:

1. The letters “L” and “S” denote long position and short position in the shares of the Company respectively.

2. The 410,355,650 shares are held by Prime Leader Global Limited, which is wholly-owned by Dr. Zhang Tianren. 438,000 shares are held by
Ms. Yang Yaping and the interest in the remaining 180,000 shares arises from the share options granted to Ms. Yang Yaping, spouse of Dr.
Zhang Tianren.

3. The 13,641,022 shares are held by Top Benefits International Limited, which is wholly-owned by Mr. Zhang Aogen.

4. The 5,343,152 shares are held by Profit Best International Limited, which is wholly-owned by Mr. Chen Minru.

5. The 18,884,174 shares are held by Plenty Gold Holdings Limited, which is wholly-owned by Mr. Zhang Kaihong.

6. The 15,686,141 shares are held by Precise Asia Global Limited, which is wholly-owned by Mr. Shi Borong.

7. The 2,362,815 shares are held by Centre Wealth Limited, which is wholly-owned by Mr. Zhou Jianzhong.

8. Among which the interest in 90,000 shares arises from the share options granted to Mr. Huang Dongliang.

(b) Other interests and short positions
Save for the disclosed above, on 22 November 2010, a total of 1,680,000 options were granted to the associates of directors in
accordance with Company’s share option scheme. The names of other grantees who are associates of directors were listed on
the announcement dated 22 November 2010. On 16 June 2014, the Company has granted 58,660,000 Options to subscribe for

Shares. Among the Options, 2,215,000 Options were granted to the associates of the Directors. The names of the grantees who
are associates of directors were listed on the announcement dated 16 June 2014.

Retirement Benefits Scheme

Details of the retirement benefits scheme of the Group are set out in note 38 to the consolidated financial statements.

Directors’ Rights to Acquire Shares or Debentures
Save as disclosed on page 54, at no time during the year was the Company, its parent company or any of its subsidiaries a party to

any arrangements to enable the directors of the Company to acquire benefits by means of acquisition of shares in, or debt securities,
including debentures, of the Company or any other body corporate.

Directors’ Interest in Competitors

As at the date of this report, within the knowledge of the directors, no director and their respective associates has any interest in a
business which competes or may compete with the business of the Group.

Directors’ Interests in Contracts of Significance

No transaction, arrangement or contract of significance, to which the Company, or its subsidiaries was a party and in which a Director
or any entity in connection with the Directors had a material interest, whether directly or indirectly, subsisting at the end of the year or at
any time during the year.
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Substantial Shareholders

As at 31 December 2016, the register of substantial shareholders maintained by the Company pursuant to Section 336 of the SFO shows
that the following persons, other than a Director or chief executive of the Company, had notified the Company of relevant interests and
short positions in the shares or underlying shares of the Company which would have to be disclosed to the Company and the Stock

Exchange pursuant to Divisions 2 and 3 of Part XV of the SFO in the issued share capital of the Company:

Ordinary shares of HK$0.1 each of the Company:

Approximate
percentage of
Number of issued share
interested capital of
Name of shareholder Capacity shares the Company
(note 6)
Zhang Tianren Interest of a controlled corporation (note 1) 410,355,650 (L) 36.42%
Interest of spouse (note 1) 438,000 (L) 0.04%
Prime Leader Global Limited Beneficial owner 410,355,650 (L) 36.42%
Yang Yaping Beneficial owner (note 1) 438,000 (L) 0.04%
Interest of spouse (note 1) 410,355,650 (L) 36.42%
BlackRock Inc. Interest of controlled corporation(s) (note 2) 67,669,679 (L) 5.99%
2,200,000 (S) 0.19%
UBS AG Person having security 55,975,005(L) 4.96%
interest in shares (note 3) 13,791,696(S) 1.22%
UBS Group AG Person having security 55,975,005 (L) 4.96%
interest in shares (note 4) 13,791,696 () 1.22%
Morgan Stanley Interest of controlled corporation(s) (note 5) 56,126,235 (L) 4.90%
47,678,217 (9) 4.16%

(L):  long position

(S): short position
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Substantial Shareholders (continued)

Notes:

1. The 410,355,650 Shares are held by Prime Leader Global Limited, which is wholly-owned by Dr. Zhang Tianren. 438,000 Shares are held by Ms.
Yang Yaping and the interest in the remaining 180,000 Shares arises from the share options granted to Ms Yang Yaping, spouse of Dr. Zhang
Tianren. Ms Yang Yaping, being the spouse of Dr. Zhang Tianren, is deemed to be interested in the Shares held by Dr. Zhang Tianren.

2. According to the corporate substantial shareholder notice of BlackRock Inc. filed for the relevant event dated 26 October 2016 as shown on the
website of the Stock Exchange, BlackRock Inc. is interested in 67,669,679 Shares and is holding a short position in 2,200,000 Shares.

3. According to the corporate substantial shareholder notice of UBS AG filed for the relevant event dated 14 June 2016 as shown on the website of
the Stock Exchange, UBS AG is interested in 55,975,005 Shares and is holding a short position in 13,791,696 Shares.

4. According to the corporate substantial shareholder notice of UBS Group AG filed for the relevant event dated 14 June 2016 as shown on the
website of the Stock Exchange, UBS Group AG is interested in 55,975,005 Shares and is holding a short position in 13,791,696 Shares.

5. According fo the corporate substantial shareholder notice of Morgan Stanley filed for the relevant event dated 3 May 2016 as shown on the
website of the Stock Exchange, Morgan Stanley is interested in 56,126,235 Shares and is holding a short position in 47,678,217 Shares through the

holding of certain unlisted cash-settled equity derivatives.

6. Shareholding percentage is based on 1,126,546,500 issued shares of the Company as at 31 December 2016.

Share Options

The Company’s share option scheme (the “Scheme”) was adopted pursuant to a resolution passed by the then shareholders on 26
February 2007 for the primary purpose of providing incentives or rewards to selected participants for their contribution to the Group.
Details of the Company’s share option scheme are set out in the note 33 to the financial statements.

On 30 March 2009, a total of 36,340,000 share options were offered to the eligible participants under the Scheme. 35,310,000 share
options were accepted and granted on the same day. On 22 November 2010, a total of 44,720,000 share options were offered and
granted to Directors and eligible participants under the Scheme.

An Ordinary Resolution was passed at the Annual General Meeting on 16 May 2014 relating to the refreshment of scheme mandate
limit of the share option scheme to 111,190,800 Shares as set out in the supplemental notice of Annual General Meeting, representing

approximately 9.72% of the total issued share capital of the Company as at the date of this annual report.

The Scheme shall be valid and effective fill 25 February 2017.

53 ANNUAL REPORT 2016



Share Options (continued)

After the refreshment of the share option scheme, on 16 June 2014, a total of 58,660,000 options were offered and granted to Directors
and eligible participants. The details of movement of the Company’s share options during the period under review are as follows:

Number of Approximate

opfions lopsed shareholding

Weighted average in accordance percentage of

Closing price of  closing price of with the ferms the underlying

Company's shares ~ Company's shares of the options or shares for the

Exercise immediafely immediately  Number of option  Number of opfions ~ Number of options  Number of options ~ the share option  Number of options options in the

Dote of grant piceofthe  beforethedate  beforethedate  outstandingosat  grantedduring  exercised during  cancelled during  schemeduring  outstandingas @t~ share capital of

Name of grantee of the options exercise period options of grant ofexercise  1January 2016 the period the period the period the period 31 December 2016 the Company

HKS| HKS) (HKS)

Ho Ts0 Hsiu (Independent 16/6/2014 18/6/2015 10 290 289 - 90,000 - - - - 90,000 001%
non-execufve Director] 15/06/2024

Huang Dongliang (Independent  16/6/2014 16/6/2015 fo 29 289 - 90,000 - - - - 90,000 0.0%
non-execufive Director] 15/06/2024

Wang Jingzhong (independent  16/6/2014 16/6/2015 fo 29 289 - 90,000 - - - - 90,000 0.01%
non-execufve Director] 15/06/2024

Other eligble participants 272010 22000 318 30 - 680,000 - - - - 680,000 0.06%
2M/2020

16/06/2014 16/06/2015 10 29 289 - 45,749,500 - - - (3,314,500) 42,435,000 371%
15/06/2024

46,699,500 - - - (3,314,500 43,385,000 415%

During the year ended 31 December 2016, no share options were exercised.

Independent Non-Executive Directors

Mr. Huang Dongliang has signed a letter of appointment with the Company for an initial period of three years commencing 11 June
2007 and will continue thereafter until terminated by either party giving not less than three months’ prior written notice to the other.
The letters of appointment with the Company and independent non-executive directors expired on 10 June 2010. Theredfter, the terms
of the independent non-executive directors have been renewed for a further term of one year in each year. By mutual agreement of
both parties, the appointment was renewed for a further year commencing 11 June 2015. Mr. Guo Konghui (appointed on 6 June 2015)
and Mr. Wu Feng (appointed on 6 June 2015) have signed the letters of appointment with the Company for an initial period of one year
commencing 6 June 2015 to 5 June 2016. They are subject to retirement by rotation and re-election at the Company’s annual general
meeting in accordance with the Company’s articles of association. The Company has received, from each of the independent non-
executive Directors, an annual confirmation of his independence pursuant to Rule 3.13 of the Listing Rules. The Company considers all of
the independent non-executive directors are independent.

Mr. Huang Dongliang, being an independent non-executive director of the Company, has served the Company for more than nine years
in respect of this position. Notwithstanding Mr. Huang'’s long term service, given Mr. Huang’s extensive business experience and not
connected with any director or substantial shareholder of the Company, the Board is of the opinion that Mr. Huang continues to bring
independent and objective perspectives to the Company’s affairs.
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Connected Transactions

Detdails of the connected transactions entered into during the year are set out in the “Connected Transactions” section of this annual
report.

Emolument Policy
The Group’s emolument policies are as follows:

()  the amount of remuneration is determined on a case by case basis depending on the directors or employee’s relevant experience,
responsibility, workload and the fime devoted to the Group;

(il non-cash benefits may be provided at the discretion of the board of directors to the relevant directors or employees under their
remuneration package; and

(i)  the directors or employees who are eligible participants under the share option scheme may be granted, at the discretion of the
board of directors, options of the share option scheme adopted by the Company, as part of their remuneration package.

Pre-Emptive Rights
There are no provisions for pre-emptive rights under the Company’s articles of association or the laws of the Cayman Islands, being

the jurisdiction in which the Company was incorporated, which would oblige the Company to offer new shares on a pro rata basis to
existing shareholders.

Maijor Customers and Suppliers

During the year, the aggregate sales attributable to the Group’s five largest customers were less than 6.71% of the Group’s turnover.
The largest customer accounted for 1.58% of the Group’s total turnover. During the year, the largest supplier accounted for 7.29% of the
Group’s total purchase and the Group’s five largest suppliers accounted for 19.78% the Group’s total purchase. At no time during the

year did a director, an associate of a director or a shareholder of the Company (which to the knowledge of the directors owns more than
5% of the Company’s share capital) have an interest in the any of the Group'’s five largest suppliers or customers.

Corporate Governance

Details of the Company’s corporate governance practices are set out in the “Corporate Governance Report” section of this annual report.

Environmental Protection

Details of the Company’s environmental policy and performance are set out in the “Environmental Protection and Community Relations”
section of this annual report and the separate CSR Report to be published by Group.
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Audit Committee

The Company established an audit committee (“Audit Committee”) in accordance with the requirements of the Listing Rules for the
purposes of reviewing and providing supervision over the Group’s financial reporting process and internal controls. As at 31 December
2016, the Audit Committee comprised three independent non-executive Directors, namely, Mr. Guo Konghui, Mr. Huang Dongliang and

Mr. Wu Feng.

The Audit Committee meets regularly with the Company’s senior management and the Company’s auditors to consider the Company’s
financial reporting process, the effectiveness of internal controls, the audit process and risk management.

The Audit Committee has reviewed the annual results of the Group for the year ended 31 December 2016.

Donations

During the year ended 31 December 2016, the Group made charitable donations of approximately RMB2.11 million (2015: RMB1.9
million).

Sufficiency Of Public Float
From information publicly available to the Company and within the knowledge of its directors as at the latest practicable date prior

to the issue of this report, at least 25% of the Company’s total issued share capital is held by the public throughout the year ended 31
December 2016 as required under the Listing Rules.

Auditor

A resolution will be submitted to the annual general meeting to re-appoint Deloitte Touche Tohmatsu as the auditor of the Company.

On behalf of the Board

Chen Minru
Director

Hong Kong, 24 March 2017
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INDEPENDENT AUDITOR’S REPORT

Deloitte.
=2

TO THE MEMBERS OF TIANNENG POWER INTERNATIONAL LIMITED
REEB HEIRRBRA A

(incorporated in the Cayman Islands with limited liability)
Opinion

We have audited the consolidated financial statements of Tianneng Power International Limited (the “Company”) and its subsidiaries
(collectively referred to as “the Group”) set out on pages 61 to 123, which comprise the consolidated statement of financial position as
at 31 December 2016, and the consolidated statement of profit or loss and other comprehensive income, consolidated statement of
changes in equity and consolidated statement of cash flows for the year then ended, and notes to the consolidated financial statements,
including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and fair view of the consolidated financial position of the Group as at 31
December 2016, and of its consolidated financial performance and its consolidated cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards ("HKFRSs”) issued by the Hong Kong Institute of Certified Public Accountants (“HKICPA”)
and have been properly prepared in compliance with the disclosure requirements of the Hong Kong Companies Ordinance.

Basis for Opinion

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

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the consolidated
financial statements of the current period. These matters were addressed in the context of our audit of the consolidated financial

statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters.

Key audit matter

How our audit addressed the key audit matter

Warranty provision

We identified the warranty provision, referring to Note 26 of the
consolidated financial statements, as a key audit matter due to
its nature involving key estimation made by the directors of the
Company and its significant balance as at 31 December 2016.

At 31 December 2016, the warranty provision was
RMB468,426,000. The Group provides a warranty up to fifteen
months on all lead-acid motive battery products. For lead-acid
motive battery products found to be defective under the terms of
the warranty, the Group undertakes to replace the battery free
of charge for products returned within eight months from the
date of sale, and to repair the battery free of charge for products
returned between the ninth month to the fifteenth month after
the date of sale.

The directors of the Company would estimate the amount
of warranty provision based on factors, including the actual
warranty claims, unit sales history, the estimated replacement
costs for returned products, predicted future warranty claim rate
with reference to prior experiences and volumes of products
sold.

Our procedures in relation to management’s warranty provision
included:

- testing the design, implementation and operating
effectiveness of the Group’s controls relating to the
collection of input data used in the process of warranty
provision calculation

- understanding and assessing reasonableness of the
methodology adopted by management by comparing
with the historical estimates against actual claims, our
knowledge in the Group and the industry practices

- challenging the key assumptions on the estimated
replacement cost for returned products and predicted
future warranty claim rate made by management and

- checking mathematic accuracy of calculation provided by
management.

Other Information

The directors of the Company are responsible for the other information. The other information comprises the information included in the

annual report, but does not include the consolidated financial statements and our auditor’s report thereon.

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

assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the consolidated financial statements or our knowledge obtained
in the audit or otherwise appears to be materially misstated. If, based on the work we have performed, we conclude that there is a

material misstatement of this other information, we are required to report that fact. We have nothing to report in this regard.
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Responsibilities of Directors and Those Charged with Governance for the
Consolidated Financial Statements

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

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

Those charged with governance are responsible for overseeing the Group’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion 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. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with HKSAs will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these consolidated financial statements.

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

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

o Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Group’s internal control.

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

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

° Evaluate the overall presentation, structure and content of the consolidated financial statements, including the disclosures, and

whether the consolidated financial statements represent the underlying transactions and events in a manner that achieves fair
presentation.
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o Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities within the
Group to express an opinion on the consolidated financial statements. We are responsible for the direction, supervision and
performance of the group audit. We remain solely responsible for our audit opinion.

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

We also provide those charged with governance with a statement that we have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.

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

The engagement partner on the audit resulting in the independent auditor’s report is Lo Kin Cheong.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

24 March 2017
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

For the year ended 31 December 2016

2016 2015

NOTES RMB’000 RMB’000

Turnover 8 21,480,891 17,804,068
Cost of sales (18,505,980) (15,376,105)
Gross profit 2,974,911 2,427,963
Other income 9 222,065 166,159
Other gains and losses 10 (124,378) (45,678)
Selling and distribution costs (587,076) (598,269)
Administrative expenses (373,203) (323,856)
Research and development costs (696,500) (565,838)
Other operating expenses (132,766) (151,476)
Share of profit of an associate 1,493 -
Finance costs N (139,463) (163,376)

Profit before taxation 12 1,145,083 745,629
Taxation 14 (239,561) M7,832)

Profit and total comprehensive income for the year 905,522 627,797

Profit and total comprehensive income for the year attributable to:

Owners of the Company 858,546 610,936
Non-controlling interests 46,976 16,861
905,522 627,797

Earnings per share 16
- Basic RMBO0.757 RMBO0.548
- Diluted RMBO0.744 RMBO0.544
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

At 31 December 2016

2016 2015
NOTES RMB’000 RMB’000

Non-current assets

Property, plant and equipment 17 3,787,843 3,551,121
Goodwill 499 499
Prepaid lease payments 18 162,846 199,364
Interest in an associate 19 10,493 -
Deferred tax assets 20 333,005 329,614

Deposit for acquisition of property, plant and equipment 66,229 41,243

4,360,915 4,121,841

Current assets

Inventories 21 1,884,761 1,354,284
Held-for-trading investments 22 57,645 92,717
Bills, trade and other receivables 23 2,687,101 2,845,452
Amounts due from a related party 27 598 -
Prepaid lease payments 18 5,621 5,730
Derivative financial instruments 22 19,422 -
Pledged bank deposits 25 1,235,675 728,512
Bank balances and cash 25 1,878,087 1,397,555

7,768,910 6,424,250

Current liabilities

Bills, trade and other payables 26 5,828,350 4,824,706
Amounts due to related parties 27 12,457 15,815
Taxation payable 122,692 28,089

Bank borrowings — current portion 28 1,163,692 821,895
Obligations under finance leases — due within one year 29 15,006 -

YALYACY) 5,690,505

Net current assets 626,713 733,745

Total assets less current liabilities 4,987,628 4,855,586

Non-current liabilities

Bank borrowings — non-current portion 28 36,000 546,818
Deferred tax liabilities 20 48,395 50,650
Obligations under finance leases - due after one year 29 4,275 -
Long-term loan notes 30 792,358 790,977

881,028 1,388,445

4,106,600 3,467,141
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2016
NOTE RMB’000

Capital and reserves
Share capital
Reserves

31 109,889
3,821,278

Attributable to the owners of the Company

Non-controlling interest

3,931,167
175,433

Total equity

4,106,600

2015
RMB’000

11,356
3,276,969

3,388,325
78,816

3,467,141

The consolidated financial statements on pages 61 to 123 were approved and authorised for issue by the board of directors on
24 March 2017 and are signed on its behalf by:
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2016

Attributable to owners of the Company

Discrefionary
Share Non-  Statutory surplus Non-
Share Share Special Capital options  distributable surplus reserve  Accumulated controlling
capital  premium reserve reserve reserves reserve  reserve fund fund profits Total interest Total
RMBO00  RMB000  RMBOO0  RMB000  RMB000  RMB000  RMBOO0 ~ RMBO0O0  RMBO00  RMBOO0  RMBO000  RMB000
[Note 32} (Note 32) [Note32)  (Note32)  [Note32)
At1January 2015 108,710 745,954 10,000 61,204 56,581 12,460 347,429 10487 1221060 2,673,885 755 2,745,640
Profit and fotal comprehensive
income for the year - - - - - - - - 610,936 610,936 16,861 627,197
Transfer - - - - - - 47778 17,725 (65,503) - - -
Dividend paid fo non-controlling inferests - - - - - - - - - - (9,800) 9,800)
Issue of new shares upon exercise of
share option 3,001 136,503 - - (45,214) - - - - 94,290 - 94,290
Forfeiture of share opfions - - - - (8,668 - - - 8,668 - - -
Recognifion of equity-setfled share
based payments note 33) - - - - 19,742 - - - - 19,742 - 19,742
Repurchase of ordinary shares note 31) 355) [10,173) - - - - - - - 10,528 - (10,528)
At 31 December 2015 and
1January 2016 11,356 872,284 10,000 61,204 22441 12,460 395,207 128212 1775061 3,388,325 78816 3,467,141
Profit and fofal comprehensive
income for the year - - - - - - - - 858,546 858,546 46,976 905,522
Transfer - - - - - - 61,465 11418 (72,883) - - -
Capital contribution from
non-controlling interest (note 34) - - - 64,600 - - - - - 64,600 49,641 114,241
Payment of dividends - - - - - - - - (304,430 (304,430) - (304,430)
Forfeiture of share opfions - - - - (3,456] - - - 3,456 - - -
Recognition of equity-settled share
based payments (note 33) - - - - 15,143 - - - - 15,43 - 15,143
Repurchase of ordinary shares (nofe 31) 1467) (89,550) - - - - - - - (91,017) - (91,007)
At 31 December 2016 109,889 782,734 10,000 125,804 34128 12,460 456,672 139,630 2,259,850 3,931,167 175433 406,600
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For the year ended 31 December 2016

Operating activities

Profit before taxation

Adjustments for:
Interest income
Interest expenses
Share of profit of an associate
Depreciation
Amortisation of prepaid lease payments
Write-off/loss on disposal of property, plant and equipment
Impairment loss on property, plant and equipment
Recognition (reversal) of allowance for bad and doubtful debts
Recognition (reversal) of allowance for inventories
Share option expenses
Gain on fair value change of held-for-trading investments
Gain on fair value change of derivative financial instruments

Operating cash flows before movements in working capital

(Increase) decrease in inventories

Decrease (increase) in bills, trade and other receivables

Increase in bills, trade and other payables

(Decrease) increase in amounts due to related parties with trade nature
Increase in amounts due from a related party with trade nature
Decrease (increase) in held-for-trading investments

Cash generated from operations
Interest paid

Withholding tax paid on dividend
Income tax paid

Net cash from operating activities

Investing activities
Interest received
Proceeds from disposal of property, plant and equipment
Purchase of property, plant and equipment
Placement of pledged bank deposits
Withdrawal of pledged bank deposits
Asset-related government grants received
Deposit for acquisition of property, plant and equipment
Acquisition of investment in an associate
Prepaid lease payments

Net cash used in investing activities

Financing activities
Bank borrowings raised
Proceeds from issue of shares — option exercise
Repayments of bank borrowings
Repayments of loan notes
Dividends paid
Dividends paid to non-controlling interest
Payment on repurchase of shares
Capital contribution from non-controlling interests
Proceeds from a sale and leaseback transaction
Repayment of obligations under finance leases

Net cash used in financing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year, represented
by bank balances and cash
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CONSOLIDATED STATEMENT OF CASH FLOWS

2016
RMB’000

1,145,083

(37,099)
139,463
(1,493)

(19,422)

1,755,387
(533,769)
87,013
1,039,391
(3,358)
(598)
35,831

2,379,897
(140,173)
(20,300)

(130,304)

2,089,120

37,099
44,295
(779,125)
(1,235,675)
728,512
91,605
(55,353)
(9,000)

(1,177,642)

1,906,692

(2,075,713)

(304,430)

(91,017)
14,241
26,316
(7,035)

(430,946)

480,532
1,397,555

1,878,087

2015
RMB’000

745,629

(39,960)
163,376

311,418
5,490
47,045
2,965
(4,832)
(11,152)
19,742
(6,336)

1,233,385
207,650
(1,566,430)
2,459,977
2,926

(86,381)

2,251,127
(158,650)

(82,705)

2,009,772

39,960
21,9M
(422,090)
(728,512)
164,926
49,974
(16,028)

(5,218)

(895,077

2,390,646
94,290
(3,726,910)
(80,000)

(9,800)
(10,528)

(1,342,302)

(227,607)
1,625,162

1,397,555




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2016

General
The Company was incorporated and registered as an exempted company with limited liability in the Cayman Islands under the
Companies Law of the Cayman Islands on 16 November 2004 and its shares are listed on The Stock Exchange of Hong Kong

Limited (the “Hong Kong Stock Exchange”) with effect from 11 June 2007. The addresses of the registered office and principal place
of business of the Company are disclosed in the “Corporation Information” section of the annual report.

The Company is an investment holding company. The principal activities of its subsidiaries are set out in note 40. The Company
and its subsidiaries are collectively referred as to the “Group”.

The consolidated financial statements are presented in Renminbi ("RMB”) which is also the functional currency of the Company.

Application of New Hong Kong Financial Reporting Standards (“HKFRSs”) and
Amendments to HKFRSs

2.1 Amendments to HKFRSs that are mandatorily effective for the current year

The Group has applied the following amendments to HKFRSs issued by the Hong Kong Institute of Certified Public
Accountants ("HKICPA”) for the first time in the current year:

Amendments to HKFRS 11 Accounting for Acquisitions of Interest in Joint Operations
Amendments to Hong Kong Accounting Disclosure Initiative

Standard ("HKAS") 1
Amendments to HKAS 16 and HKAS 38 Clarification of Acceptable Methods of Depreciation and Amortisation
Amendments to HKAS 16 and HKAS 41 Agriculture: Bearer Plants
Amendments to HKFRS 10, Investment Entities: Applying the Consolidation Exception

HKFRS 12 and HKAS 28
Amendments to HKFRSs Annual Improvements to HKFRSs 2012-2014 Cycle

The application of the amendments to HKFRSs in the current year has had no material impact on the Group’s financial
performance and positions for the current and prior years and/or on the disclosures set out in these consolidated financial
statements.
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2. Application of New Hong Kong Financial Reporting Standards (“HKFRSs”) and
Amendments to HKFRSS (continued)

2.2 New HKFRSs and amendments to HKFRSs issued but not yet effective

The Group has not early applied the following new HKFRSs and amendments to HKFRSs that have been issued but are not

yet effective:
HKFRS 9 Financial Instruments!
HKFRS 15 Revenue from Contracts with Customers and the related Amendments!
HKFRS 16 Leases?
Amendments to HKFRS 2 Classification and Measurement of Share-based Payment Transactions'
Amendments to HKFRS 4 Applying HKFRS 9 Financial Instruments with HKFRS 4
Insurance Contracts'
Amendments to HKFRS 10 and HKAS 28 Sale or Contribution of Assets between an Investor and its Associate
or Joint Venture®
Amendments to HKAS 7 Disclosure Initiative*
Amendments to HKAS 12 Recognition of Deferred Tax Assets for Unrealised Losses*

Effective for annual periods beginning on or after 1 January 2018
Effective for annual periods beginning on or after 1 January 2019
Effective for annual periods beginning on or after a date to be determined
Effective for annual periods beginning on or after 1 January 2017

F S R

HKFRS 9 Financial Instruments

HKFRS 9 introduces new requirements for the classification and measurement of financial assets, financial liabilities, general
hedge accounting and impairment requirements for financial assets.

Key requirements of HKFRS 9 which are relevant to the Group are:

o All recognised financial assets that are within the scope of HKFRS 9 are required to be subsequently measured at
amortised cost or fair value. Specifically, debt investments that are held within a business model whose obijective is
to collect the contractual cash flows, and that have contractual cash flows that are solely payments of principal and
interest on the principal outstanding are generally measured at amortised cost at the end of subsequent reporting
periods. All other debt investments and equity investments are measured at their fair values at the end of subsequent
accounting periods. In addition, under HKFRS 9, entities may make an irrevocable election to present subsequent
changes in the fair value of an equity investment (that is not held for trading) in other comprehensive income, with
only dividend income generally recognised in profit or loss.

o In relation to the impairment of financial assets, HKFRS 9 requires an expected credit loss model, as opposed to an
incurred credit loss model under HKAS 39. The expected credit loss model requires an entity to account for expected
credit losses and changes in those expected credit losses at each reporting date to reflect changes in credit risk since
initial recognition. In other words, it is no longer necessary for a credit event to have occurred before credit losses are
recognised.

Based on the Group’s financial instruments and risk management policies as at 31 December 2016, application of HKFRS
9 in the future may have a material impact on the measurement of the Group’s financial assets. The expected credit loss
model may result in early provision of credit losses which are not yet incurred in relation to the Group’s financial assets
measured at amortised cost.
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2. Application of New Hong Kong Financial Reporting Standards (“HKFRSs”) and
Amendments to HKFRSS (continued)

2.2 New HKFRSs and amendments to HKFRSs issued but not yet effective (Continued)
HKFRS 16 Leases

HKFRS 16 introduces a comprehensive model for the identification of lease arrangements and accounting treatments
for both lessors and lessees. HKFRS 16 will supersede HKAS 17 Leases and the related interpretations when it becomes
effective.

HKFRS 16 distinguishes lease and service contracts on the basis of whether an identified asset is controlled by a customer.
Distinctions of operating leases and finance leases are removed for lessee accounting, and is replaced by a model where a
right-of-use asset and a corresponding liability have to be recognised for all leases by lessees, except for short-term leases
and leases of low value assets.

The right-of-use asset is initially measured at cost and subsequently measured at cost (subject to certain exceptions) less
accumulated depreciation and impairment losses, adjusted for any remeasurement of the lease liability. The lease liability
is initially measured at the present value of the lease payments that are not paid at that date. Subsequently, the lease
liability is adjusted for interest and lease payments, as well as the impact of lease modifications, amongst others. For the
classification of cash flows, the Group currently presents upfront prepaid lease payments as investing cash flows in relation
to leasehold lands for owned use and those classified as investment properties while other operating lease payments are
presented as operating cash flows. Under the HKFRS 16, lease payments in relation to lease liability will be allocated into a
principal and an interest portion which will be presented as financing/operating cash flows respectively.

Under HKAS 17, the Group has already recognised an asset and a related finance lease liability for finance lease
arrangement and prepaid lease payments for leasehold lands where the Group is a lessee. The application of HKFRS 16
may result in potential changes in classification of these assets depending on whether the Group presents right-of-use
assets separately or within the same line item at which the corresponding underlying assets would be presented if they
were owned.

In contrast to lessee accounting, HKFRS 16 substantially carries forward the lessor accounting requirements in HKAS 17,
and continues to require a lessor to classify a lease either as an operating lease or a finance lease. Furthermore, extensive
disclosures are required by HKFRS 16.

As at 31 December 2016, the Group has non-cancellable operating lease commitments of RMB38,455,000 as disclosed
in note 35. A preliminary assessment indicates that these arrangements will meet the definition of a lease under HKFRS
16, and hence the Group will recognise a right-of-use asset and a corresponding liability in respect of all these leases
unless they qualify for low value or short-term leases upon the application of HKFRS 16. In addition, the application of new
requirements may result changes in measurement, presentation and disclosure as indicated above. However, it is not
practicable to provide a reasonable estimate of the financial effect until the directors of the Company complete a detailed
review.

Amendments to HKAS 7 Disclosure Initiative

The amendments require an entity to provide disclosures that enable users of financial statements to evaluate changes in
liabilities arising from financing activities including both changes arising from cash flows and non-cash changes. Specially,
the amendments require the following changes in liabilities arising from financing activities to be disclosed: (i) changes from
financing cash flows; (i) changes arising from obtaining or losing control of subsidiaries or other businesses; liii) the effect of
changes in foreign exchange rates; (iv) changes in fair values; and (v) other changes.
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2. Application of New Hong Kong Financial Reporting Standards (“HKFRSs”) and

Amendments to HKFRSS (continued)
2.2 New HKFRSs and amendments to HKFRSs issued but not yet effective (Continued)
Amendments to HKAS 7 Disclosure Initiative (Continued)

The amendments apply prospectively for annual periods beginning on or after 1 January 2017 with earlier application
permitted. The application of the amendments will result in additional disclosures on the Group’s financing activities,
specifically reconciliation between the opening and closing balances in the consolidated statement of financial position for
liabilities arising from financing activities will be provided on application.

Except as described above, the directors of the Company anticipated that the application of other new HKFRSs and
amendments to HKFRSs in issue but not yet effective will have no material impact on the Group’s consolidated financial
position and performance as well as disclosures.

3. Significant Accounting Policies

The consolidated financial statements have been prepared in accordance with Hong Kong Financial Reporting Standards issued
by the HKICPA. In addition, the consolidated financial statements include applicable disclosures required by the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong Limited and by the Hong Kong Companies Ordinance.

The consolidated financial statements have been prepared on the historical cost basis except for held-for-trading investments
and derivative financial instruments that are measured at fair values at the end of each reporting period, as explained in the
accounting policies set out below.

Historical cost is generally based on the fair value of the consideration given in exchange for goods and services.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date, regardless of whether that price is directly observable or estimated using another valuation
technique. In estimating the fair value of an asset or a liability, the Group takes into account the characteristics of the asset or
liability if market participants would take those characteristics into account when pricing the asset or liability at the measurement
date. Fair value for measurement and/or disclosure purposes in these consolidated financial statements is determined on such
a basis, except for share-based payment transactions that are within the scope of HKFRS 2 Share-based Payment, leasing
transactions that are within the scope of HKAS 17 Leases, and measurements that have some similarities to fair value but are not
fair value, such as net realisable value in HKAS 2 Inventories or value in use in HKAS 36 Impairment of Assets.

In addition, for financial reporting purposes, fair value measurements are categorised into Level 1, 2 or 3 based on the degree to
which the inputs to the fair value measurements are observable and the significance of the inputs to the fair value measurement

in its entirety, which are described as follows:

o Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the entity can access at
the measurement date;

o Level 2 inputs are inputs, other than quoted prices included within Level 1, that are observable for the asset or liability, either
directly or indirectly; and

° Level 3 inputs are unobservable inputs for the asset or liability.
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3. Significant Accounting Policies (continued)

The principal accounting policies are set out below.

Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and entities controlled by the
Company and its subsidiaries. Control is achieved when the Company:

o has power over the investee;
° is exposed, or has rights, to variable returns from its involvement with the investee; and
° has the ability to use its power to affect its returns.

The Group reassesses whether or not it controls an investee if facts and circumstances indicate that there are changes to one or
more of the three elements of control listed above.

Consolidation of a subsidiary begins when the Group obtains control over the subsidiary and ceases when the Group loses
control of the subsidiary. Specifically, income and expenses of a subsidiary acquired or disposed of during the year are included in
the consolidated statement of profit or loss and other comprehensive income from the date the Group gains control until the date
when the Group ceases to control the subsidiary.

Profit or loss and each item of other comprehensive income are attributed to the owners of the Company and to the non-
controlling interests. Total comprehensive income of subsidiaries is attributed to the owners of the Company and to the non-
controlling interests even if this results in the non-controlling interests having a deficit balance.

When necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting policies into line with
the Group’s accounting policies.

All intragroup assets and liabilities, equity, income, expenses and cash flows relating to transactions between members of the
Group are eliminated in full on consolidation.

Changes in the Group’s ownership interests in existing subsidiaries

Changes in the Group’s ownership interests in existing subsidiaries that do not result in the Group losing control over the
subsidiaries are accounted for as equity transactions. The carrying amounts of the Group’s relevant components of equity
including reserves and the non-controlling interests are adjusted to reflect the changes in their relative interests in the subsidiaries.
Any difference between the amount by which the non-controlling interests are adjusted after re-attribution of the relevant equity
component, the fair value of the consideration paid or received is recognised directly in equity and attributed to owners of the
Company.

When the Group loses control of a subsidiary, a gain or loss is recognised in profit or loss and is calculated as the difference
between (i) the aggregate of the fair value of the consideration received and the fair value of any retained interest and (i) the
previous carrying amount of the assets (including goodwill), and liabilities of the subsidiary attributable to the owners of the
Company. All amounts previously recognised in other comprehensive income in relation to that subsidiary are accounted for as if
the Group had directly disposed of the related assets or liabilities of the subsidiary (i.e. reclassified to profit or loss or transferred
to another category of equity as specified/permitted by applicable HKFRSs). The fair value of any investment retained in the former
subsidiary at the date when control is lost is regarded as the fair value on initial recognition for subsequent accounting under
HKAS 39, when applicable, the cost on initial recognition of an investment in an associate or a joint venture.
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Significant Accounting Policies (continued)
Business combinations

Acquisitions of businesses are accounted for using the acquisition method. The consideration transferred in a business
combination is measured at fair value, which is calculated as the sum of the acquisition-date fair values of the assets transferred
by the Group, liabilities incurred by the Group to the former owners of the acquiree and the equity interests issued by the Group in
exchange for control of the acquiree. Acquisition-related costs are generally recognised in profit or loss as incurred.

At the acquisition date, the identifiable assets acquired and the liabilities assumed are recognised at their fair value, except that:

o Deferred tax assets or liabilities, and assets or liabilities related to employee benefit arrangements are recognised and
measured in accordance with HKAS 12 lncome Taxes and HKAS 19 Employee Benefits respectively;

° Liabilities or equity instruments related to share-based payment arrangements of the acquiree or share-based payment
arrangements of the Group entered into to replace share-based payment arrangements of the acquiree are measured in
accordance with HKFRS 2 Share-based Payment at the acquisition date; and

. Assets (or disposal groups) that are classified as held for sale in accordance with HKFRS 5 Non-current Assets Held for Sale
and Discontinued Operations are measured in accordance with that standard.

Goodwill is measured as the excess of the sum of the consideration transferred, the amount of any non-controlling inferests in
the acquiree, and the fair value of the acquirer’s previously held equity interest in the acquiree (if any) over the net amount of
the acquisition-date amounts of the identifiable assets acquired and the liabilities assumed as at acquisition date. If, after re-
assessment, the net of the acquisition-date amounts of the identifiable assets acquired and liabilities assumed exceeds the sum
of the consideration transferred, the amount of any non-controlling interests in the acquiree and the fair value of the acquirer’s
previously held interest in the acquire (if any), the excess is recognised immediately in profit or loss as a bargain purchase gain.

Non-controlling interests that are present ownership interests and entitle their holders to a proportionate share of the relevant
subsidiary’s net assets in the event of liquidation may be initially measured either at fair value or at the non-controlling interests’
proportionate share of the recognised amounts of the acquiree’s identifiable net assets. The choice of measurement basis is
made on a transaction-by-transaction basis. Other types of non-controlling interests are measured at their fair value or, when
applicable, on the basis specified in another HKFRS.

When the consideration transferred by the Group in a business combination includes assets or liabilities resulting from a
contingent consideration arrangement, the contingent consideration is measured at its acquisition-date fair value and included
as part of the consideration transferred in a business combination. Changes in the fair value of the contingent consideration
that qualify as measurement period adjustments are adjusted retrospectively, with the corresponding adjustments made
against goodwill. Measurement period adjustments are adjustments that arise from additional information obtained during the
“measurement period” (which cannot exceed one year from the acquisition date) about facts and circumstances that existed at
the acquisition date.

The subsequent accounting for changes in the fair value of the contingent consideration that do not qualify as measurement
period adjustments depends on how the contingent consideration is classified. Contingent consideration that is classified as
equity is not remeasured at subsequent reporting dates and its subsequent settlement is accounted for within equity. Contingent
consideration that is classified as an asset or a liability is remeasured to fair value at subsequent reporting dates, with the
corresponding gain or loss being recognised in profit or loss.
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3. Significant Accounting Policies (continued)

Business combinations (Continued)

When a business combination is achieved in stages, the Group’s previously held equity interest in the acquiree is remeasured to
fair value at the acquisition date (i.e. the date when the Group obtains control), and the resulting gain or loss, if any, is recognised
in profit or loss. Amounts arising from interests in the acquiree prior to the acquisition date that have previously been recognised
in other comprehensive income are reclassified to profit or loss where such treatment would be appropriate if that interest were
disposed of.

If the initial accounting for a business combination is incomplete by the end of the reporting period in which the combination
occurs, the Group reports provisional amounts for the items for which the accounting is incomplete. Those provisional amounts
are adjusted during the measurement period (see above), and additional assets or liabilities are recognised, to reflect new
information obtained about facts and circumstances that existed at the acquisition date that, if known, would have affected the
amounts recognised at that date.

Goodwill

Goodwill arising on an acquisition of a business is carried at cost as established at the date of acquisition of the business (see the
accounting policy above) less accumulated impairment losses, if any.

For the purposes of impairment testing, goodwill is allocated to each of the Group’s cash-generating units (or groups of cash-
generating units) that is expected to benefit from the synergies of the combination, which represent the lowest level at which the
goodwill is monitored for internal management purposes and not larger than an operating segment.

A cash-generating unit (or group of cash-generating units) to which goodwill has been allocated is tested for impairment annually,
or more frequently when there is indication that the unit may be impaired. For goodwill arising on an acquisition in a reporting
period, the cash-generating unit (or group of cash-generating units) to which goodwill has been allocated is tested for impairment
before the end of that reporting period. If the recoverable amount is less than its carrying amount, the impairment loss is allocated
first to reduce the carrying amount of any goodwill and then to the other assets on a pro-rata basis based on the carrying amount
of each asset in the unit (or group of cash-generating units).

On disposal of the relevant cash-generating unit, the attributable amount of goodwill is included in the determination of the profit
or loss on disposal.

Interest in an associate

An associate is an entity over which the Group has significant influence. Significant influence is the power to participate in the
financial and operating policy decisions of the investee but is not control or joint control over those policies.

The results and assets and liabilities of associates are incorporated in these consolidated financial statements using the equity
method of accounting. The financial statements of associates used for equity accounting purposes are prepared using uniform
accounting policies as those of the Group for like transactions and events in similar circumstances. Under the equity method, an
investment in an associate is initially recognised in the consolidated statement of financial position at cost and adjusted thereafter
to recognise the Group’s share of the profit or loss and other comprehensive income of the associate. When the Group’s share of
losses of an associate exceeds the Group’s interest in that associate (which includes any long-term interests that, in substance,
form part of the Group’s net investment in the associate), the Group discontinues recognising its share of further losses. Additional
losses are recognised only to the extent that the Group has incurred legal or constructive obligations or made payments on behalf
of the associate.
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Significant Accounting Policies (continued)

Interest in an associate (Continued)

An investment in an associate is accounted for using the equity method from the date on which the investee becomes an
associate. On acquisition of the investment in an associate, any excess of the cost of the investment over the Group’s share of the
net fair value of the identifiable assets and liabilities of the investee is recognised as goodwill, which is included within the carrying
amount of the investment. Any excess of the Group’s share of the net fair value of the identifiable assets and liabilities over the
cost of the investment, after reassessment, is recognised immediately in profit or loss in the period in which the investment is
acquired.

The requirements of HKAS 39 are applied to determine whether it is necessary to recognise any impairment loss with respect
to the Group’s investment in an associate. When necessary, the entire carrying amount of the investment (including goodwiill) is
tested for impairment in accordance with HKAS 36 Impairment of Assets as a single asset by comparing its recoverable amount
(higher of value in use and fair value less costs of disposal) with its carrying amount. Any impairment loss recognised forms part
of the carrying amount of the investment. Any reversal of that impairment loss is recognised in accordance with HKAS 36 to the
extent that the recoverable amount of the investment subsequently increases.

When the Group ceases to have significant influence over an associate, it is accounted for as a disposal of the entire interest in the
investee with a resulting gain or loss being recognised in profit or loss. When the Group retains an interest in the former associate
and the retained interest is a financial asset within the scope of HKAS 39, the Group measures the retained interest at fair value at
that date and the fair value is regarded as its fair value on initial recognition in accordance with HKAS 39. The difference between
the carrying amount of the associate at the date the equity method was discontinued, and the fair value of any retained interest
and any proceeds from disposing the relevant interest in the associate is included in the determination of the gain or loss on
disposal of the associate. In addition, the Group accounts for all amounts previously recognised in other comprehensive income
in relation to that associate on the same basis as would be required if that associate had directly disposed of the related assets or
liabilities. Therefore, if a gain or loss previously recognised in other comprehensive income by that associate would be reclassified
to profit or loss on the disposal of the related assets or liabilities, the Group reclassifies the gain or loss from equity to profit or loss
(as a reclassification adjustment) when the equity method is discontinued.

The Group continues to use the equity method when an investment in an associate becomes an investment in a joint venture.
There is no remeasurement to fair value upon such changes in ownership interests.

When the Group reduces its ownership interest in an associate but the Group continues to use the equity method, the Group
reclassifies to profit or loss the proportion of the gain or loss that had previously been recognised in other comprehensive income
relating to that reduction in ownership interest if that gain or loss would be reclassified to profit or loss on the disposal of the
related assets or liabilities.

When a group entity transacts with an associate of the Group, profits and losses resulting from the transactions with the associate
are recognised in the Group’s condensed consolidated financial statements only to the extent of interests in the associate that are
not related to the Group.
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3. Significant Accounting Policies (continued)

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable. Revenue is reduced for estimated customer
returns, rebates and other similar allowances.

Revenue is recognised when the amount of revenue can be reliably measured; when it is probable that future economic benefits
will flow to the Group and when specific criteria have been met for each of the Group’s activities, as described below.

Revenue from the sale of goods is recognised when the goods are delivered and title has passed.
Dividend income from investments is recognised when the shareholders’ rights to receive payment have been established.

Interest income is accrued on a time basis, by reference to the principal outstanding and at the effective interest rate applicable,
which is the rate that exactly discounts the estimated future cash receipts through the expected life of the financial asset to that
asset's net carrying amount on initial recognition.

Leasing

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and rewards of
ownership to the lessee. All other leases are classified as operating leases.

The Group as leasee

Assets held under finance leases are recognised as assets of the Group at their fair value at the inception of the lease or, if lower,
at the present value of the minimum lease payments. The corresponding liability to the lessor is included in the consolidated
statement of financial position as a finance lease obligation.

Lease payments are apportioned between finance expenses and reduction of the lease obligation so as to achieve a constant
rate of interest on the remaining balance of the liability. Finance expenses are recognised immediately in profit or loss, unless they
are directly attributable to qualifying assets, in which case they are capitalised in accordance with the Group’s general policy on
borrowing costs (see the accounting policy below). Contingent rentals are recognised as expenses in the periods in which they
are incurred.

Operating lease payments are recognised as an expense on a straight-line basis over the lease term, except where another
systematic basis is more representative of the time pattern in which economic benefits from the leased asset are consumed.
Contingent rentals arising under operating leases are recognised as an expense in the period in which they are incurred.

In the event that lease incentives are received to enter into operating leases, such incentives are recognised as a liability. The

aggregate benefit of incentives is recognised as a reduction of rental expense on a straight-line basis, except where another
systematic basis is more representative of the time pattern in which economic benefits from the leased asset are consumed.
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3. Significant Accounting Policies (continued)

Leasehold land for own use

When a lease includes both land and building elements, the Group assesses the classification of each element as a finance or an
operating lease separately based on the assessment as to whether substantially all the risks and rewards incidental to ownership
of each element have been transferred to the Group, unless it is clear that both elements are operating leases in which case
the entire lease is classified as an operating lease. Specifically, the minimum lease payments (including any lump-sum upfront
payments) are allocated between the land and the building elements in proportion to the relative fair values of the leasehold
interests in the land element and building element of the lease at the inception of the lease.

To the extent the allocation of the lease payments can be made reliably, interest in leasehold land that is accounted for as an
operating lease is presented as “prepaid lease payments” in the consolidated statement of financial position and is amortised
over the lease term on a straight-line basis. When the lease payments cannot be allocated reliably between the land and building
elements, the entire lease is generally classified as a finance lease and accounted for as property, plant and equipment.

Leasehold land is derecognised upon disposal. Any gain or loss arising on the disposal is determined as the difference between
the sales proceeds and the carrying amount of the leasehold land and is recognised in profit or loss.

Foreign currencies

In preparing the financial statements of each individual group entity, transactions in currencies other than the functional currency
of that entity (foreign currencies) are recorded in its functional currency (i.e. the currency of the primary economic environment in
which the entity operates) at the rates of exchanges prevailing on the dates of the transactions. At the end of the reporting period,
monetary items denominated in foreign currencies are retranslated at the rates prevailing at that date. Non-monetary items that
are measured in terms of historical cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary items, and on the retranslation of monetary items, are recognised in
profit and loss for the period in which they arise.

Borrowing costs
Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which are assets that
necessarily take a substantial period of time to get ready for their intended use or sale, are added to the cost of those assets, until

such time as the assets are substantially ready for their intended use or sale.

Investment income earned on the temporary investment of specific borrowings pending their expenditure on qualifying assets is
deducted from the borrowing costs eligible for capitalisation.

All other borrowing costs are recognised in profit or loss in the period in which they are incurred.
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3. Significant Accounting Policies (continued)

Government grants

Government grants are not recognised until there is reasonable assurance that the Group will comply with the conditions
aftaching to them and that the grants will be received.

Government grants are recognised in profit or loss on a systematic basis over the periods in which the Group recognises as
expenses the related costs for which the grants are intfended to compensate. Specifically, government grants whose primary
condition is that the Group should purchase, construct or otherwise acquire non-current assets are recognised as a deduction
from the carrying amount of the relevant asset in the consolidated statement of financial position and transferred to profit or loss
over the useful lives of the related assets.

Government grants that are receivable as compensation for expenses or losses already incurred or for the purpose of giving
immediate financial support to the Group with no future related costs are recognised in profit or loss in the period in which they
become receivable.

Retirement benefit costs

Payments to defined contribution retirement benefit plans are recognised as an expense when employees have rendered service
entitling them to the contributions.

Equity-settled share-based payment transactions
Share options granted to employees

Equity-settled share-based payments to employees and others providing similar services are measured at the fair value of
the equity instruments at the grant date. Details regarding the determination of the fair value of equity-settled share-based
transactions are set out in note 33 to the Group’s consolidation financial statements.

For grants of share options that are conditional upon satisfying specified vesting conditions, the fair value of services received
determined by reference to the fair value of share options granted at the grant date is expensed on a straight-line basis over the
vesting period, with a corresponding increase in equity (share options reserve).

At the end of each reporting period, the Group revises its estimates of the number of options that are expected to ultimately vest.
The impact of the revision of the original estimates during the vesting period, if any, is recognised in profit or loss such that the
cumulative expense reflects the revised estimate, with a corresponding adjustment to share options reserve.

At the time when the share options are exercised, the amount previously recognised in share options reserve will be transferred

to share premium. When the share options are forfeited after the vesting date or are still not exercised at the expiry date, the
amount previously recognised in share options reserve will be transferred to accumulated profits.
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3. Significant Accounting Policies (continued)
Taxation

Income tax expense represents the sum of the tax currently payable and deferred tax.

The tax currently payable is based on taxable profit for the year. Taxable profit differs from profit as reported in the consolidated
statement of profit or loss and other comprehensive income because it excludes items of income or expense that are taxable or
deductible in other years and it further excludes items that are never taxable or deductible. The Group’s liability for current tax is
calculated using tax rates that have been enacted or substantively enacted by the end of the reporting period.

Deferred tax is recognised on temporary differences between the carrying amounts of assets and liabilities in the consolidated
financial statements and the corresponding tax base used in the computation of taxable profit. Deferred tax liabilities are generally
recognised for all taxable temporary differences. Deferred tax assets are generally recognised for all deductible temporary
difference to the extent that it is probable that taxable profits will be available against which those deductible temporary
differences can be utilised. Such assets and liabilities are not recognised if the temporary difference arises from goodwill or from
the initial recognition (other than in a business combination) of other assets and liabilities in a transaction that affects neither the
taxable profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary differences arising on investments in subsidiaries and interest in an
associate, except where the Group is able to control the reversal of the temporary difference and it is probable that the temporary
difference will not reverse in the foreseeable future. Deferred tax assets arising from deductible temporary differences associated
with such investments and interests are only recognised to the extent that it is probable that there will be sufficient taxable profits
against which to utilise the benefits of the temporary differences and they are expected to reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at the end of the reporting period and reduced to the extent that it is no
longer probable that sufficient taxable profits will be available to allow all or part of the asset to be recovered.

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

The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow from the manner in which
the Group expects, at the end of the reporting period, to recover or settle the carrying amount of its assets and liabilities.

Current and deferred tax is recognised in profit or loss, except when it relates to items that are recognised in other comprehensive
income or directly in equity, in which case, the current and deferred tax is also recognised in other comprehensive income or
directly in equity respectively. Where current tax or deferred tax arises from the initial accounting for a business combination, the
tax effect is included in the accounting for the business combination.

77 ANNUAL REPORT 2016



Significant Accounting Policies (continued)

Property, plant and equipment

Property, plant and equipment including buildings held for use in the production or supply of goods or services, or for
administrative purposes, other than construction in progress, are stated in the consolidated statement of financial position at cost,
less subsequent accumulated depreciation and accumulated impairment losses, if any.

Depreciation is recognised so as to write off the cost of items of property, plant and equipment other than construction in progress
less their residual values over their estimated useful lives, using the straight-line method. The estimated useful lives, residual
values and depreciation method are reviewed at the end of each reporting period, with the effect of any changes in estimate
accounted for on a prospective basis.

Properties in the course of construction for production, supply or administrative purposes are carried at cost, less any recognised
impairment loss. Costs include professional fees and, for qualifying assets, borrowing costs capitalised in accordance with the
Group’s accounting policy. Such properties are classified to the appropriate categories of property, plant and equipment when
completed and ready for intended use. Depreciation of these assets, on the same basis as other property assets, commences
when the assets are ready for their intended use.

An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits are expected to
arise from the continued use of the asset. Any gain or loss arising on the disposal or retirement of an item of property, plant and
equipment is determined as the difference between the sales proceeds and the carrying amount of the asset and is recognised in
profit or loss.

Impairment loss on tangible assets

At the end of the reporting period, the Group reviews the carrying amounts of its assets to determine whether there is any
indication that those assets have suffered an impairment loss. If any such indication exists, the recoverable amount of the asset
is estimated in order to determine the extent of the impairment loss, if any. When it is not possible to estimate the recoverable
amount of an individual asset, the Group estimates the recoverable amount of the cash-generating unit to which the asset
belongs. When a reasonable and consistent basis of allocation can be identified, corporate assets are also allocated to individual
cash-generating units, or otherwise they are allocated to the smallest group of cash-generating units for which a reasonable and
consistent allocation basis can be identified.

Recoverable amount is the higher of fair value less costs of disposal and value in use. In assessing value in use, the estimated
future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments of
the time value of money and the risks specific to the asset for which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or a cash-generating unit) is estimated to be less than its carrying amount, the carrying
amount of the asset (or a cash-generating unit) is reduced to its recoverable amount. An impairment loss is recognised
immediately in profit or loss.

Where an impairment loss subsequently reverses, the carrying amount of the asset (or a cash-generated unit) is increased to the
revised estimate of its recoverable amount, but so that the increased carrying amount does not exceed the carrying amount that
would have been determined had no impairment loss been recognised for the asset (or a cash-generating unit) in prior years. A
reversal of an impairment loss is recognised as income immediately.
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3. Significant Accounting Policies (continued)
Research and development expenditure
Expenditure on research activities is recognised as an expense in the period in which it is incurred.

An internally-generated intangible asset arising from development (or from the development phase of an internal project) is
recognised if, and only if, all of the following have been demonstrated:

o the technical feasibility of completing the intangible asset so that it will be available for use or sale;
o the intention to complete the intangible asset and use or sell it;

° the ability to use or sell the intangible asset;

° how the intangible asset will generate probable future economic benefits;

. the availability of adequate technical, financial and other resources to complete the development and to use or sell the
intangible asset; and

° the ability to measure reliably the expenditure attributable to the intangible asset during its development.

The amount initially recognised for internally-generated intangible asset is the sum of the expenditure incurred from the date
when the intangible asset first meets the recognition criteria listed above. Where no internally-generated intangible asset can be
recognised, development expenditure is charged to profit or loss in the period in which it is incurred.

Subsequent to initial recognition, internally-generated intangible asset is measured at cost less accumulated amortisation and
accumulated impairment losses (if any), on the same basis as intangible assets acquired separately.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is calculated using the weighted average method. Net
realisable value represents the estimated selling price for inventories less all estimated costs of completion and costs necessary to
make the sale.

Provisions

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a past event, it is probable
that the Group will be required to settle the obligation, and a reliable estimate can be made of the amount of the obligation.

The amount recognised as a provisions is the best estimate of the consideration required to settle the present obligation at the
end of the reporting period, taking into account the risks and uncertainties surrounding the obligation. Where a provision is
measured using the cash flows estimated to settle the present obligation, its carrying amount is the present value of those cash
flows (where the effect of time value of money is material).

When some or all of the economic benefits required to settle a provision are expected to be recovered from a third party, a
receivable is recognised as an asset if it is virtually certain that reimbursement will be received and the amount of the receivable

can be measured reliably.

Provisions for the expected cost of warranty obligations under the relevant sale of goods legislation are recognised at the date of
sale of the relevant products, at the directors’ best estimate of the expenditure required to settle the Group’s obligation.

79 ANNUAL REPORT 2016



3. Significant Accounting Policies (continued)

Financial instruments

Financial assets and financial liabilities are recognised on the consolidated statement of financial position when a group entity
becomes a party to the contractual provisions of the instrument.

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are directly attributable to the
acquisition or issue of financial assets and financial liabilities (other than financial assets and financial liabilities at fair value
through profit or loss) are added to or deducted from the fair value of the financial assets or financial liabilities, as appropriate,
on initial recognition. Transaction costs directly attributable to the acquisition of financial assets or financial liabilities at fair value
through profit or loss are recognised immediately in profit or loss.

Financial assets

Financial assets are classified into the following specified categories: loans and receivables and financial assets at fair value
through profit or loss (“FVTPL"). The classification depends on the nature and purpose of the financial assets and is determined at
the time of initial recognition. All regular way purchases or sales of financial assets are recognised and derecognised on a trade
date basis. Regular way purchases or sales are purchases or sales of financial assets that require delivery of assets within the
time frame established by regulation or convention in the marketplace.

Effective interest method

The effective interest method is a method of calculating the amortised cost of a debt instrument and of allocating interest income
over the relevant period. The effective interest rate is the rate that exactly discounts estimated future cash receipts (including all
fees paid or received that form an integral part of the effective interest rate, transaction costs and other premiums or discounts)
through the expected life of the debt instrument, or, where appropriate, a shorter period to the net carrying amount on initial

recognition.

Interest income is recognised on an effective interest basis for debt instruments other than those financial assets classified as at
FVTPL, of which interest income is included in net gains and losses.

Financial assets at FVTPL

Financial assets are classified as at FVTPL when the financial asset is (i) held for trading (i) it is designated as at FTVPL {iii)
contingent consideration that may be received by an acquirer as part of a business combination to which HKFRS 3 applies.

A financial asset is classified as held-for-trading if:
° it has been acquired principally for the purpose of selling in the near future; or

. on initial recognition, it is a part of an identified portfolio of financial instruments that the Group manages together and has
a recent actual pattern of short-term profit-taking; or

o it is a derivative that is not designated and effective as a hedging instrument.
Financial assets at FVTPL are measured at fair value, with any gains or losses arising on remeasurement recognised directly in
profit or loss. The net gain or loss recognised in profit or loss includes any dividend earned on the financial assets and is included

in other gains and losses in the consolidated statement of profit or loss and other comprehensive income. Fair value is determined
in the manner described in note 6.
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3. Significant Accounting Policies (continued)
Financial instruments (Continued)
Financial assets (Continued)
Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active
market. Subsequent to initial recognition, loans and receivables (including bills, trade and other receivables, amounts due from
a related party, pledged bank deposits and bank balances and cash) are carried at amortised cost using the effective interest
method, less any identified impairment losses.
Impairment of financial assets
Loans and receivables are assessed for indicators of impairment at the end of the reporting period. Loans and receivables are
considered to be impaired when there is objective evidence that, as a result of one or more events that occurred after the initial
recognition, the estimated future cash flows of the loans and receivables have been affected.
The obijective evidence of impairment could include:
o significant financial difficulty of the issuer or counterparty; or
o breach of contract, such as a default or delinquency in interest or principal payments; or
° it becoming probable that the borrower will enter bankruptcy or financial re-organisation, or
° disappearance of an active market for that financial asset because of financial difficulties.
For financial assets carried at amortised cost, the amount of the impairment loss recognised is the difference between the asset’s
carrying amount and the present value of the estimated future cash flows discounted at the financial asset’s original effective
inferest rate.
The carrying amount of the financial asset is reduced by the impairment loss directly for all financial assets with the exception of
bills, trade and other receivables, where the carrying amount is reduced through the use of an allowance account. Changes in
the carrying amount of the allowance account are recognised in profit or loss. When a bills, trade or other receivable is considered
uncollectible, it is written off against the allowance account. Subsequent recoveries of amounts previously written off are credited
to profit or loss.
For financial assets measured at amortised cost, if, in a subsequent period, the amount of impairment loss decreases and
the decrease can be related objectively to an event occurring after the impairment was recognised, the previously recognised

impairment loss is reversed through profit or loss to the extent that the carrying amount of the asset at the date the impairment is
reversed does not exceed what the amortised cost would have been had the impairment not been recognised.
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3. Significant Accounting Policies (continued)
Financial instruments (Continued)
Financial liabilities and equity instruments

Debt and equity instruments issued by a group entity are classified as either financial liabilities or as equity in accordance with the
substance of the contractual arrangements and the definitions of a financial liability and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all of its liabilities.
Equity instruments issued by the Group are recognised at the proceeds received, net of direct issue costs.

Repurchase of the Company’s own equity instruments is recognised and deducted directly in equity. No gain or loss is recognised
in profit or loss on the purchase, sale, issue or cancellation of the Company’s own equity instruments.

Financial liabilities

Financial liabilities including bills, trade and other payables, amounts due to related parties, obligations under finance lease, loan
notes and bank borrowings are subsequently measured at amortised cost, using the effective interest method.

Effective interest method

The effective interest method is a method of calculating the amortised cost of a financial liability and of allocating interest expense
over the relevant period. The effective interest rate is the rate that exactly discounts estimated future cash payments (including all
fees and points paid or received that form an integral part of the effective interest rate, transaction costs and other premiums or
discounts) through the expected life of the financial liability, or, where appropriate, a shorter period, to the net carrying amount on
initial recognition.

Interest expense is recognised on an effective interest basis.

Derecognition

The Group derecognises a financial asset only when the contractual rights to the cash flows from the asset expire, or when it
transfers the financial asset and substantially all the risks and rewards of ownership of the asset to another entity. If the Group
neither transfers nor retains substantially all the risks and rewards of ownership and continues to control the transferred asset,
the Group continues to recognise the asset to the extent of its continuing involvement and recognises an associated liability. If
the Group retains substantially all the risks and rewards of ownership of a transferred financial asset, the Group continues to
recognise the financial asset and also recognises a collateralised borrowing for the proceeds received.

On derecognition of a financial asset in its entirety, the difference between the asset’s carrying amount and the sum of the
consideration received and receivable and the cumulative gain or loss that had been recognised in other comprehensive income
and accumulated in equity is recognised in profit or loss.

The Group derecognises financial liabilities when, and only when, the Group’s obligations are discharged, cancelled or expire.

The difference between the carrying amount of the financial liability derecognised and the consideration paid and payable is
recognised in profit or loss.
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Key Sources of Estimation Uncertainty

In the application of the Group’s accounting policies, which are described in note 3, the directors of the Company are required to
make judgments, estimates and assumptions about the carrying amounts of assets and liabilities that are not readily apparent
from other sources. The estimates and associated assumptions are based on historical experience and other factors that are
considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised
in the period in which the estimate is revised if the revision affects only that period, or in the period of the revision and future
periods if the revision affects both current and future periods.

The following are the key assumptions concerning the future, and other key sources of estimation uncertainty at the end of the
reporting period, that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities
within the next financial year.

Inventories

Inventories are stated at the lower of cost and net realisable value. The cost of finished goods and work in progress comprises
raw materials, direct labour, other direct costs and related production overheads. Net realisable value is the estimated selling
price in the ordinary course of business, less the estimated costs of selling expenses.

The Group does not have a general provision policy on inventory based on aging given the nature of inventories that are not
subject to frequent wear and tear and frequent technological changes. However, operational procedures have been in place to
monitor this risk as majority of working capital is devoted to inventories. Procedurewise, the sales and the marketing managers
review the inventory aging listing on a periodical basis to identify any aged inventories. The carrying value of the aged inventory
items is then compared to the respective net realisable value in order to ascertain whether allowance is required to be made for
any obsolete and slow-moving items.

In addition, physical count on all inventories are carried out on a periodical basis in order to determine whether allowance need to
be made in respect of any obsolete and defective inventories identified. In this regard, the directors of the Company are satisfied
that this risk is minimal and adequate allowance for obsolete and slow-moving inventories has been made in the consolidated
financial statements. The management estimates the net realisable value for finished goods and consumables based primarily
on the latest market prices and current market conditions. The net realisable value for finished goods and consumables will be
affected if the actual future market prices and market conditions are less than expected.

As at 31 December 2016, the carrying amount of inventories is approximately RMB1,884,761,000 (2015: RMB1,354,284,000), details
of which are set out in note 21.
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Key Sources of Estimation Uncertainty (continued)
Bills, frade and other receivables

Bills, trade and other receivables are measured at initial recognition at fair value, and are subsequently measured at amortised
cost using the effective interest method. Appropriate allowances for estimated irrecoverable amounts are recognised in profit and
loss when there is objective evidence that the asset is impaired.

In making the estimates, management considered detailed procedures have been in place to monitor this risk as a significant
proportion of the Group’s financial assets is devoted to trade and other receivables. In estimating whether allowance for bad
and doubtful debts is required, the Group takes into consideration the aging status and the likelihood of collection. Following the
identification of doubtful bills and trade receivables, the responsible sales personnel discuss with the relevant customers and
counterparties and report on the recoverability. For the identification of doubtful other receivables, management closely monitors
the settlement status and evaluate the recoverability. When there is objective evidence of impairment loss, the Group takes into
consideration the estimation of future cash flows. The amount of the impairment loss is measured as the difference between
the receivable’s carrying amount and the present value of estimated future cash flows (excluding future credit losses that have
not been incurred) discounted at the receivable’s original effective interest rate. Where the actual future cash flows are less than
expected, a material impairment loss may arise.

As at 31 December 2016, the carrying amounts of bills, trade and other receivables are approximately RMB1,399,111,000 (2015:
RMB1,727,615,000), RMB781,799,000 (2015: RMB666,123,000) and RMB275,084,000 (2015: RMB158,254,000) respectively.
The cumulative doubtful debts provision as at 31 December 2016 of trade and other receivables are RMB103,245,000 (2015:
RMB51,954,000) and RMB18,733,000 (2015: RMB18,377,000), respectively. Details of the balances are set out in note 23.

Warranty

The Group provides a warranty up to fifteen months on all lead-acid motive battery products. Under the terms of warranty, the
Group undertakes to repair or replace the battery free of charge in the event of any malfunctioning within the warranty period.
Estimated costs related to product warranty are accrued at the time of sale and are based on factors including the actual
warranty claims, unit sales history, the estimated replacement costs for returned products, predicted future warranty claim rate
with reference to prior experiences and volumes of products sold. The amount of warranty is adjusted as required to reflect the
actual costs incurred when information becomes available. As at 31 December 2016, the Group recognised provision for warranty
amounted to RMB468,426,000 (2015: RMB373,247,000) and details are disclosed in note 26.

Capital Risk Management

The Group manages its capital to ensure that entities in the Group will be able to continue as a going concern while maximising
the return to shareholders through the optimisation of the debt and equity balance. The Group’s overall strategy remains
unchanged from prior year.

The capital structure of the Group consists of net debts, which includes bank borrowings, obligations under finance leases and
long-term loan notes as disclosed in note 28, 29 and 30, net of bank deposits and cash, and equity attributable to equity holders
of the Company, comprising issued share capital, reserves and accumulated profits.

The directors of the Company review the capital structure on a semi-annual basis. As part of this review, the directors consider the
cost of capital and the risks associated with each class of capital. Based on the recommendations of the directors, the Group will
balance its overall capital structure through the payment of dividends, new share issues and share buy-backs as well as the issue
of new debt or the redemption of existing debt.
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6. Financial Instruments

Categories of financial instruments

2016 2015
RMB’000 RMB’000

Financial assets
Loans and receivables (including cash and cash equivalents) 5,506,008 4,678,059

Financial assets at FVTPL
Held-for-trading investments 57,645 92,717
Derivative financial instrument 19,422 -

Financial liabilities
Amortised cost 5,803,659 5,765,161

Financial risk management objectives and policies

The Group’s major financial instruments include held-for-trading investments, bills, trade and other receivables, amounts due
from a related party, pledged bank deposits, bank balances and cash, bills, trade and other payables, amounts due to related
parties, obligations under finance leases, loan notes and bank borrowings. Details of these financial instruments are disclosed in
the respective notes. The risks associated with these financial instruments include market risk (currency risk, interest rate risk and
other price risk), credit risk and liquidity risk. The policies to mitigate these risks are set out below. The management manages
and monitors these exposures to ensure appropriate measures are implemented on a timely and effective manner. The risks
associated with these financial instruments and the management policies remain unchanged from prior year.

Market risk
Currency risk

The Group collects most of its revenue in RMB and most of the expenditures as well as capital expenditures are also denominated
in RMB. The Group’s sales are denominated in RMB and the disbursements were also mainly settled in RMB, which is the
functional currency of the relevant subsidiaries. The Group’s exposure to foreign currency risk is arising mainly from the bank
balances and bank borrowings of the Group which are denominated in foreign currencies of the relevant group entities. Except
for the bank balances, held-for-trading investments, trade and other receivables, certain bank borrowings, and other payables
denominated in foreign currencies of the relevant group entities, the group entities did not have any other monetary assets or
liabilities denominated in foreign currencies as at the end of the reporting period.

The carrying amounts of the Group’s foreign currency denominated monetary assets and monetary liabilities at the end of
reporting date are as follows:

Assets Liabilities

2016 2015 2016 2015
RMB’000 RMB’000 RMB’000 RMB’000

United States dollars (“US$”) 90,724 2,039 -
Hong Kong dollars ("HK$”) 189,953 117,936 393,205
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6. Financial Instruments (continued)
Financial risk management objectives and policies (Continued)

Market risk (Continued)

Currency risk (Continued)

The Group has set up hedging policy to strike a balance between uncertainty and the risk of opportunity loss due to the growing
significance of its exposures to fluctuations in foreign currencies. Foreign currency forward contracts can be used to eliminate the
currency exposures. During the year, the Group has entered into certain foreign currency forward contracts closely monitoring the
movement of foreign currency rate, details of which are set out in note 22.

Sensitivity analysis
The Group is mainly exposed to the currency risk on US$ and HK$ against RMB.

The following table details the Group’s sensitivity to a 5% (2015: 5%) increase and decrease in RMB against the relevant foreign
currencies. 5% (2015: 5%) is the sensitivity rate used when reporting foreign currency risk internally to the key management
personnel and represents management’s assessment of the reasonably possible change in foreign exchange rates. The
sensitivity analysis includes only outstanding foreign currency denominated monetary items and adjusts their translation at the
end of the reporting date for a 5% (2015: 5%) change in foreign currency rates. The analysis illustrates the impact for a 5% (2015: 5%)
strengthening of RMB against the relevant currency. For a 5% (2015: 5%) weakening of RMB against the relevant currency, there
would be an equal and opposite impact on the profit.

US$ impact (i) HK$ impact (i)
2016 2015 2016 2015
RMB’000 RMB’000 RMB’000 RMB’000

(Decrease) increase in post-tax profit for
the year as a result of a 5% strengthening
of RMB against the foreign currency (3,497) (9,491)

() This is mainly attributable to the exposure outstanding on US$ denominated trade receivables and bank balances of the
Group at the end of the reporting period.

(i) This is mainly attributable to the exposure fo outstanding HK$ denominated bank balances and bank borrowings of the
Group at the end of the reporting period.
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6. Financial Instruments (continued)

Financial risk management objectives and policies (Continued)
Market risk (Continued)

Interest rate risk

The Group is exposed to fair value interest rate risk in relation pledged bank deposits, bank balances, bank borrowings and loan
notes (see notes 25, 28 and 30 for details of these pledged bank deposits, bank balances, bank borrowings and loan notes
respectively). The directors of the Company monitor interest rate exposures and will consider hedging significant interest rate risk
should the need arise.

Sensitivity analysis

The sensitivity analysis below has been determined based on the exposure to interest rates for financial instruments (including
bank balances and borrowings) at the end of the reporting period and the stipulated changes taking place at the beginning of the
financial year and held constant throughout the reporting period in the case of bank balances and borrowings.

A 10 basis point (2015: 10 basis point) increase or decrease in interest rates on variable bank balances, and a 100 basis point (2015:
100 basis point) increase or decrease in interest rates on variable-rate borrowings represent managements’ assessment of the
reasonably possible changes in interest rates.

If interest rates on variable-rate bank balances had been 10 basis points (2015: 10 basis points) higher and all other variables
were held constant, a positive number below indicates an increase in post-tax profit.

Year ended 31 December

2016 2015
RMB’000 RMB’000

Increase in post-tax profit for the year 1,538 1m

The post-tax profit for the year would be decreased by the same amount as mentioned above if interest rates on variable-rate
bank balances had been 10 basis points (2015: 10 basis points) lower and all other variables were held constant.

If the interest rate on variable-rate borrowings had been 100 basis points higher and all other variables were held constant, a
positive number below indicates a decrease in post-tax profit for the year.

Year ended 31 December

2016 2015
RMB’000 RMB’000

Decrease in post-tax profit for the year 1,802 1,594

The post-tax profit for the year would be increased by the same amount as mentioned above if the interest rate on variable-rate
borrowings had been 100 basis points lower and all other variables were held constant.
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6. Financial Instruments (continued)
Financial risk management objectives and policies (Continued)

Market risk (Continued)

Other price risk

The Group is exposed to equity price risk through its investments in listed equity securities. The Group’s equity price risk is
mainly concentrated on equity instruments of an investee operating in the battery industry sector quoted on the Hong Kong
Stock Exchange. In addition, the Group has appointed a special team to monitor the price risk and will consider hedging the risk
exposure should the need arise. The Group mitigates its price risk by performing detailed due diligence analysis of the investment.

Sensitivity analysis

The sensitivity analyses below have been determined based on the exposure to equity price risks at the reporting date. For
sensitivity analysis purpose, the sensitivity rate is 10% in current year as a result of the volatile financial market.

If the prices of the respective equity instruments had been 10% (2015: 10%) higher/lower, post-tax profit for the year ended 31
December 2016 would increase/decrease by approximately RMB59,000 (2015: RMB536,000) as a result of the changes in fair
value of held-for-trading investments.

Credit risk

The Group’s maximum exposure to credit risk in the event of the counterparties, failure to meet their obligations in relation to
the Group’s principal financial assets is the carrying amount of those assets as stated in the consolidated statement of financial
position. In order to minimise the credit risk, the management of the Group has delegated a team responsible for determination of
credit limits, credit approvals and other monitoring procedures to ensure that follow-up action is taken to recover overdue debts.
In addition, the Group reviews the recoverable amount of each individual trade debt at the end of the reporting period to ensure
that adequate impairment losses are made for irrecoverable amounts. In this regard, the directors of the Company consider that
the Group’s credit risk is significantly reduced.

There is concentration of credit risk on pledged deposits and bank balances for the Group as at 31 December 2016 and 31
December 2015. As at 31 December 2016, balances with the four largest banks accounted for 34% (2015: 49%) of total pledged
deposits and bank balances of the Group. The credit risk on liquid funds is limited because the majority of counterparties are
banks with high credit-ratings assigned by international credit-rating agencies and state-owned banks with good reputation.

The Group’s credit risk on bills and trade receivables is concentrated in the PRC. However, the exposure spreads over a large
number of counterparties and customers.
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6. Financial Instruments (continued)
Financial risk management objectives and policies (Continued)
Liquidity risk

The Group’s objective is to maintain a balance between the continuity of funding and the flexibility through the use of bank and
other borrowings. In addition, banking facilities have been put in place for contingency purposes.

The following table details the remaining contractual maturity for the Group’s financial liabilities based on the agreed repayment
terms. The table has been drawn up based on the undiscounted cash flows of financial liabilities based on the earliest date on
which the Group can be required to pay. The table includes both interest and principal cash flows.

Weighted  On demand Total Carrying
average and less than 3 months Over undiscounted  amounts at
interest rate 3 months to 1year 1year cash flows 31.12.2016
% RMB’000 RMB‘000 RMB’000 RMB’000 )

2016
Non-derivative financial liabilities
Non-interest bearing 2,623,456 1,095,755 7317 3,792,328 3,792,328
Fixed rate instruments 5.31% 171,566 761,763 888,357 1,821,686 1,650,050
Variable rate instruments 4.27% 59,401 253,228 38,885 351,514 342,000
Obligations under finance leases 4.75% 4,863 10,693 4,337 19,893 19,281
2,859,286 2,121,439 1,004,696 5,985,421 5,803,659
Weighted ~ On demand Total Carrying
average  and less than 3 months Over  undiscounted amounts at
interest rate 3 months to 1year 1year cash flows 31.12.2015
% RMB’000 RMB’000 RMB'000 RMB'000 RMB’000
2015
Non-derivative financial liabilities
Non-interest bearing - 2,018,358 1,321,062 266,051 3,605,471 3,605,471
Fixed rate instruments 417% 212,521 670,066 1,337,239 2,219,826 1,963,772
Variable rate instruments 6.74% 4,981 43,369 185,053 233,403 195,918

2,235,860 2,034,497 1,788,343 6,058,700 5,765,161

In addition to the amounts shown in the above table as at 31 December 2016, the Group may also be required to settle the
maximum exposure to loss arising from discounted bills and endorsed bills arrangements with full recourse as detailed in note 23
on maturity, amounting to RMB167,369,000 (2015: nil) and RMB285,551,000 (2015: RMB3,015,298,000), respectively.
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6. Financial Instruments (continued)
Fair value
The fair value of financial assets and financial liabilities are determined as follows:

° the fair value of financial assets and liabilities with standard terms and conditions and traded in active liquid markets are
determined with reference to quoted market bid prices and ask prices respectively; and

o the fair value of other financial assets and financial liabilities are determined in accordance with generally accepted pricing
models based on discounted cash flow analysis.

The directors of the Company consider that the carrying amounts of financial assets and financial liabilities recognised in the
consolidated financial statements approximate to their fair values at the end of reporting period.

Fair value measurements recognised in the consolidated statement of financial position

The Group’s financial instruments that are measured subsequent to initial recognition at fair value are grouped into levels 1to 3
based on the degree to which the fair value is observable.

. Level 1 fair value measurements are those derived from quoted prices (unadjusted) in active market for identical assets;

° Level 2 fair value measurements are those derived from inputs other than quoted prices included within Level 1 that are
observable for the asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices); and

o Level 3 fair value measurements are those derived from valuation techniques that include inputs for the asset or liability that
are not based on observable market data (unobservable inputs).

The held-for-trading investments with carrying amount of RMB57,645,000 (2015: RMB92,717,000) were level 1 measurement
and derivative financial instruments with carrying amount of RMB19,422,000 (2015: no forward exchange contract) were level 2
measurement at 31 December 2016. The details are as follows:

Relationship of
Basis of Significant  Unobservable
Fairvalue  fair value unobservable inputs to
Financial assets Fair value as at hierarchy ~ measurement input fair value
31.12.2016 31.12.2015
Listed equity securities Listed equity securifies Listed equity securities Level1 Quoted bid N/A N/A
classified as in Hong Kong: in Hong Kong: prices in an
held-for-frading Manufacturing Industry - Manufacturing Industry active market.
investments in the RMBO - RMB74,888,000
consolidated Listed equity securifies Listed equity securifies
statement of in Mainland China: in Mainland China:
financial position Manufacturing Industry - Manufacturing Industry
- RMB57,645,000 - RMB17,829,000
Foreign currency Assets: Nil Level 2 Future cash flows are N/A N/A
forwards contracts RMB19,422,000 esfimated based on forward
classified as exchange rates (from
derivative financial observable forward exchange
instruments in the rates at the end of the
consolidated reporting period) and contract
statement of forward rates.

financial position
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7. Operating Segments
HKFRS 8 “Operating Segments” requires operating segments to be identified on the basis of internal reports about components
of the Group that are regularly reviewed by the executive directors, the chief operating decision maker (the “CODM”), in order to
allocate resources to the segments and to assess their performance. However, the financial information provided to the CODM
does not contain profit or loss information of each product line or each market segment and the CODM review the operating
results of the Group on a consolidated basis. Therefore, the operation of the Group constitutes one single reportable segment,
being the manufacture and sales of lead-acid motive batteries and battery related accessories.
Segment revenues and results
The financial information presented to the CODM is consistent with the consolidated statement of profit or loss and other
comprehensive income.
The CODM consider the Group’s profit for the year as the measurement of segment’s results.
Entity-wide disclosures
All non-current assets and sales are located and generated in the PRC. No individual customer accounted for over 10% of the
Group’s total revenue for both years.
8. Turnover
2016 2015
RMB’000 RMB’000
An analysis of turnover is as follows:
Lead-acid motive battery products:
Electrical Bicycle Battery 12,514,981 10,815,755
Electrical Tricycle Battery 4,599,828 3,913,575
Pure Electric Car Battery (Note) 1,928,400 1,750,311
Recycled lead products 955,055 550,132
Lithium battery products 615,500 555,784
Others 867,127 218,51
21,480,891 17,804,068
Note: Itincludes battery products mainly for pure electric sedans, electric forklifts, electric patrol cars and special-purpose electric cars.
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9.

10.

Other Income

2016

RMB’000

Government grants (Note) 154,364
Interest income 37,099
Sales of raw material 9,203

Others 21,399

222,065

Note: The government grants mainly represent unconditional subsidies from the relevant development zone administrative committees and PRC
local governments to encourage the operations of certain subsidiaries. The government grants are accounted for as immediate financial

support with no future related costs expected to be incurred and are not related to any assets.

Other Gains and Losses

2016

RMB’000

Net gains (losses) on held-for-trading investments (note i) 22,700

Net gains on derivative financial instruments (note ii) 19,422

(Allowance for) reversal of bad and doubtful debts (71,338)

Written off/loss on disposal

of property, plant and equipment (note iii) (85,362)

Impairment loss recognised in respect of property,

plant and equipment (note 17) (2,517)
Net foreign exchange (losses) gains (7,283)

(124,378)

Note:

(i) Net gains (losses) on held-for-trading investments included dividend income of approximately RMB3,192,000 (2015: RMB436,000), gains on
disposal of approximately RMB18,749,000 (2015: losses RMB19,184,000) and gains arising on changes in fair value of RMB759,000 (2015:
RMB6,336,000), which were earned on these held-for-trading investments during the year ended 31 December 2016.

2015
RMB’000

105,582
39,960

20,617

166,159

2015
RMB’000

(12,412)

4,832
(47,045)

(2,965)
1,912

(45,678)

(ii) Net gains on derivative financial instruments represented gains arising on changes in fair value of foreign currency forward contracts.

(i During year ended 31 December 2016, fire accidents occurred in several factories. Certain property, plant and equipment of carrying
amount approximately RMB20,409,000 were damaged, which after netting off insurance compensation received of approximately
RMB22,258,000, resulting in a gain of approximately RMB1,849,000; inventories of carrying amount approximately RMB7,892,000 were
also damaged, which were fully compensated by insurance compensation received of approximately RMB7,892,000, resulting in no gain

or loss.

The remaining carrying amount of property, plant and equipment of approximately RMB109,248,000 (2015: RMB68,956,000) was
derecognised upon disposal of property, plant and equipment with proceeds of approximately RMB22,037,000 (2015: RMB21,911,000),

resulting in a loss of approximately RMB87,211,000 (2015: RMB47,045,000).
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11. Finance Costs

2016 2015
RMB’000 RMB’000

Interest on:
- Bank borrowings 60,764 17,087
— Effective interest on long-term loan notes 63,473 66,710
— Factorised bills receivable 22,419 3,668
- Finance lease 374 -
Total borrowing costs 147,030 187,465
Less: amounts capitalised (7,567) (24,089)

139,463 163,376

Borrowing costs capitalised during the year arose on the general borrowing pool and are calculated by applying a capitalisation
rate of 4.57% (2015: 3.67%) per annum to expenditure on qualifying assets.

12. Profit for the Year

2016 2015
RMB’000 RMB’000

Profit for the year has been arrived at after charging (crediting):

Depreciation of property, plant and equipment 347,456 31,418
Amortisation of prepaid lease payments 4,506 5,490
Total depreciation and amortisation 351,962 316,908
Capitalised in inventories (275,127) (246,060)

76,835 70,848
Auditor’s remuneration 2,270 2,200
Recognition (reversal) of allowance for inventories (included in cost of sales) 3,292 M,152)
Directors’ emoluments (note 13) 3,909 4,163
Other staff retirement benefit scheme contributions 41,394 36,697
Other staff costs 1,208,282 1,098,162
Share-based payment expense for other staff 15,M 19,625

Total staff costs 1,268,696 1,158,647

Cost of inventories recognised as expense 18,505,980 15,232,037

Share-based payment expense of approximately RMB15,143,000 (2015: RMB19,742,000) were recognised in profit or loss during
the year ended 31 December 2016 in respect of share options of the Company. Details of transactions are set out in note 33.
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13. Directors’/Chief Executive’s and Employees’ Emoluments

The emoluments paid or payable to each of the nine (2015: twelve) directors for the year ended 31 December 2016 were as
follows:

For the year ended 31 December 2016:

Contributions
Salaries and to retirement Share-based
Fees other benefits  benefit schemes payment Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Executive directors (note 1)
Zhang Tianren (note 2)
Zhang Aogen

Chen Minru

Zhang Kaihong

Shi Borong

Zhou Jianzhong (note 3)

Subtotal

Independent non-executive directors
(note 1)

Huang Dongliang

Guo Konghui (note 4)

Wu Feng (note 4)

Subtotal

Total
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13. Directors’/Chief Executive’s and Employees’ Emoluments (continued)

For the year ended 31 December 2015:

Contributions
Salaries and to retirement Share-based
Fees other benefits  benefit schemes payment Total

RMB’000 RMB’000 RMB’000 RMB’000 RMB'000
Executive directors (note 1)
Zhang Tianren (note 2) - 809 30 - 839
Zhang Aogen - 537 10 - 547
Chen Minru - 554 10 - 564
Zhang Kaihong - 473 10 - 483
Shi Borong - 539 - - 539
Yang Lianming (note 3) - 51 3 - 54
Zhou Jianzhong (note 3) - 414 6 - 420
Subtotal - 3,377 69 - 3,446
Independent non-executive directors

(note 1)

Ho Tso Hsiu (note 4) 83 - - 39 122
Huang Dongliang 200 - - 39 239
Wang Jingzhong (note 4) 83 - - 39 122
Guo Konghui (note 4) 17 - - - n7
Wu Feng (note 4) 17 - - - n7
Subtotal 600 - - n7 n7
Total 600 3,377 69 n7 4,163
Note:
1. The executive directors’ emoluments shown above were for their services in connection with the management of the affairs of the Company

and the Group. The independent non-executive directors” emoluments shown above were for their services as directors of the Company.

2. Dr. Zhang Tianren is also the chief executive of the Company and his emoluments disclosed above include those for services rendered by
him as the chief executive.

3. With effect from 27 March 2015, Mr. Yang Lianming has resigned as an executive director; Mr. Zhou Jianzhong has been appointed as an
executive director.

4. With effect from 6 June 2015, Mr. Ho Tso Hsiu has resigned as an independent non-executive director and a member of the audit
committee; Mr. Wang Jingzhong has resigned as an independent non-executive director, a member of the audit committee, a member of
the nomination committee and the chairman of the remuneration committee; Mr. Guo Konghui has been appointed as an independent
non-executive director and a member of the audit committee; and Mr. Wu Feng has been appointed as an independent non-executive
director, a member of the audit committee, a member of the nomination committee and the chairman of the remuneration committee.

95 ANNUAL REPORT 2016



13. Directors’/Chief Executive’s and Employees’ Emoluments (continued)

The five highest paid individuals included two (2015: one) directors of the Company, details of whose emolument is set out above.
The emoluments of the remaining three (2015: four) highest paid individual during the year are as follows:

2016 2015

RMB’000 RMB’000

Basic salaries and allowances 1,267 2,648
Retirement benefits scheme contributions 18 41
Share option expense 279 376

1,564 3,065

The emoluments are within the following band:

Number of employees
2015
HK$ Nil to HK$1,000,000 3
HK$1,000,001 to HK$1,500,000 1
4

During the year, no emoluments were paid by the Group to the directors or the five highest paid individuals as an inducement
to join or upon joining the Group or as compensation for loss of office. None of the directors has waived or agreed to waive any
emoluments during both years.

14. Taxation

The charge comprises:

2016 2015
RMB’000 RMB’000

Hong Kong
— Current tax

PRC Enterprise Income Tax (“EIT”):
— Current tax 203,225 97,259
— Under (over) provision in prior years 21,682 (9,176)

224,907 88,083

Deferred tax expenses (note 20) 14,654 29,749

239,561 117,832
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14. Taxation (Continued)
The Company was incorporated in the Cayman Islands and is exempted from income tax.

Hong Kong Profits Tax is calculated at 16.5% (2015: 16.5%) of the estimated assessable profit for the year ended 31 December
2016. No provision for Hong Kong Profits Tax was made in the consolidated financial statements, as no assessable profit was
generated in Hong Kong.

Pursuant to the Enterprise Income Tax Law and Implementation Regulations of the Law of the PRC (the “New PRC Tax Law”) which
became effective on 1 January 2008, the applicable tax rate of PRC subsidiaries is 25% during the two years except for Tianneng
Battery Group Co., Ltd. ("Tianneng Battery”), Tianneng Battery Group (Anhui) Co., Ltd. (“Tianneng Battery Anhui”), Zhejiang Tianneng
Energy Technology Co., Ltd. (“Zhejiang Tianneng Energy”), Zhejiang Tianneng Power Energy Co., Ltd. (“Zhejiang Tianneng Power”)
and Tianneng Battery (Wuhu) Co., Ltd. (“Tianneng Battery Wuhu”), which were recognised as High-Tech companies and enjoyed a
tax rate of 15% for the years ended 31 December 2016 and 31 December 2015.

The taxation charge for the year can be reconciled to the profit before taxation per consolidated statement of profit or loss and
other comprehensive income as follows:

2016 2015
RMB’000 RMB’000 %

Profit before taxation 1,145,083 745,629

Tax at the applicable income tax rate of 25%

(2015: 25%) 286,271 186,407 25.0
Tax effect of expenses not deductible for tax purposes 1,817 L 8,947 1.2
Tax effect of tax losses not recognised 3,551 L 6,434 09
Tax effect of deductible temporary differences

not recognised (324) (491) (0.1)
Ulitisation of tax losses previously not recognised (1,974) (1,603) (0.2)
Income tax at concessionary rates (13,056) (1,603) 0.2)
Under (over) provision in prior years 21,682 . (9,176) (1.2)
Tax effect of additional deduction related to research

and development costs and certain staff costs (72,306) (86,986) 1.7)
Withholding tax on undistributed profits of

PRC subsidiaries 13,900 . 14,300 1.9
Taxation charge and effective tax rate for the year 239,561 X 117,832 15.8
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15.

16.

Dividends

2016 2015
RMB’000 RMB’000

Dividends recognised as distribution during the year:
2016: 2015 final dividend of HK31.80 cents

(equivalent to RMB26.67 cents) per ordinary share
(2015: 2014 final dividend nil)

304,430 -

A final dividend of HK25.60 cents (equivalent to RMB22.90 cents) (2015: HK31.80 cents (equivalent to RMB26.67 cents)) in respect
of the year ended 31 December 2016 per ordinary share has been proposed by the directors and is subject to approval by the
shareholders in the forthcoming annual general meeting.

Earnings per Share

2016 2015
RMB’000 RMB’000
Earnings for the purposes of calculating basic
and diluted earnings per share
— aftributable to the owners of the Company 858,546 610,936

Number of shares:

Weighted average number of ordinary shares for the
purpose of calculating basic earnings per share

Effect of dilutive potential ordinary shares - share options

Weighted average number of ordinary shares for the
purpose of calculating diluted earnings per share

1,133,770,145
20,886,482

1,154,656,627

1,113,869,807
8,237,759

1,122,107,566

TIANNENG POWER INTERNATIONAL LIMITED

28



17. Property, Plant and Equipment

Furniture,
fixtures
Plant and Motor and  Construction
Buildings machinery vehicles equipment  in progress Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

COSsT
At 1January 2015 1,498,578 1,637,128 52,186 168,415 794,713 4,151,020
Additions 108,739 61,246 3,703 10,685 302,769 487,142
Transfer 364,398 346,646 - 7,252 (718,296) -
Disposal/write-off (1,236) (109,708) (4,300) (3,253) - (118,497)
At 31 December 2015 1,970,479 1,935,312 51,589 183,099 379,186 4,519,665
Additions 24,161 92,064 8,656 40,822 550,649 716,352
Transfer 57,122 284,772 588 1,299 (343,781) -
Disposal/write-off (10,575) (211,417) (4,770) (16,076) - (242,838
At 31 December 2016 2,041,187 2,100,731 56,063 209,144 586,054 4,993,179
DEPRECIATION AND IMPAIRMENT
At1January 2015 225,551 362,543 29,377 86,231 - 703,702
Provided for the year 94,743 172,665 8,049 35,961 - 311,418
Impairment loss recognised

in profit or loss - 2,960 - 5 - 2,965
Eliminated on disposal/write-off (1,050) (43,638) (3,156) (1,697) - (49,541)
At 31 December 2015 319,244 494,530 34,270 120,500 - 968,544
Provided for the year 104,322 195,091 8,651 39,392 - 347,456
Impairment loss recognised

in profit or loss - 2,517 - - - 2,517
Transfer (5,860) (57) - - 5,917 -
Eliminated on disposal/write-off (6,268) (90,618) (4,1m) (12,184) - (113,181)
At 31 December 2016 411,438 601,463 38,810 147,708 5,917 1,205,336
CARRYING VALUES
At 31 December 2016 1,629,749 1,499,268 17,253 61,436 580,137 3,787,843
At 31 December 2015 1,651,235 1,440,782 17,319 62,599 379,186 3,551,121

The estimated useful lives of each category of property, plant and equipment are as follows:

Buildings 20 years
Plant and machinery 10 years
Motor vehicles 5 years
Furniture, fixtures and equipment 5-10 years
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17.

18.

19.

Property, Plant and Equipment (continued)

As at 31 December 2016, included in buildings held for own use are buildings with aggregate carrying amount of approximately

RMB752,055,000 (2015: RMB765,835,000) whose property certificates are in the process of obtaining.

During the year ended 31 December 2016, the Group received government grants of approximately RMB59,484,000 (2015:
RMB49,973,700) in relation to certain property, plant and equipment of the Group. The Group recognised the amount as a

deduction from the carrying amount of the relevant assets and will transfer this to profit or loss over the useful lives of the assets.

During the year ended 31 December 2016, the Group carried out a review of the recoverable amount of a manufacturing plant and
its machinery and determined that a number of those assets were impaired due to physical damage and technical obsolescence.
The review led to the recognition of an impairment loss of RMB2,517,000 (2015: RMB2,965,000) which has been recognised in

profit and loss. The recoverable amounts of the relevant assets have been determined on the basis of their value in use.

Prepaid Lease Payments

2016
RMB’000

Non-current 162,846
Current 5,621

168,467

As at 31 December 2016, included in prepaid lease payments are land use rights of RMB6,930,000 (2015: RMB8,375,000) whose

land use rights certificates are in process of obtaining.

The amount represents prepayment for land use rights situated in the PRC for a period within 50 years.

During the year ended 31 December 2016, RMB32,121,000 was received as government grants and recognised as a deduction from

2015
RMB’000

199,364
5,730

205,094

the carrying amount of the relevant assets and will transfer this to profit or loss over the useful lives of the land leases. (2015: nil).

Interest in an Associate

2016
RMB’000

Cost of unlisted investment in an associate 9,000
Share of post-acquisition results 1,493

10,493

Particulars of the associate at the end of the reporting period are as follow:

2015
RMB’000

Country of Principal Proportion of Proportion of
incorporation/  place of ownership interest voting rights
Name of enfity registration business held by the Group held by the Group Principal activity
2015
ReeRR( L) FERMRERAT PRC PRC N/A  Trading of material

(Tianneng Yinyue (Shanghai) New Energy
Material Co., Ltd., “Tianneng Yinyue')
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20. Deferred Taxation

The following are the major deferred tax assets (liabilities) recognised and movements thereon during the current and prior years:

Fair volug
adjustment
on property, plant
and equipment Fair volue
Withholding  and prepoid lease Fairvalue ~ Proviion for changes of Impairment loss
Assetrelated foxon  payments rising changesof  inventories, derivafive on propery,
government  undistrbuted  from acaquision Inferest ~ held-for-rading ~ trade and other financial Accrued Accrued plont and Tox
grants profis  ofsubsidiories  copitaisafion ~~~ investments reccivobles ~ insfruments warronty expenses equipment losses Others Tofol

RIBO0 RIBO00 RIB000 RIB000 RIB000 RUB000 RIUB000 RUB000 RUB000 RUB000 RUB000 RIBO0 RIBO0

A1 January 2015 30,909 - (1391 [24,5%8) - 1957 - kX 96,93 0,661 127815 (5,692) 308713
[Chargel/cedit o proftorloss S48 (14,300 [102) 4474 I 300 - Ny 13,469 (1] (33,267) i (29749)
A 31 December 2015 and 1 January 2016 343% (14,300 14%3) (29,030 I3 26,958 - 97364 109,662 6,246 74,548 (54301 278964
(Chorge/creit o proftorloss 15408 (13900] flo) 1641 90 190 29 19,500 2463 1619 (28897 160 (14654
Reversal on payment ofwihholding fox on

distoution of earings from PRC subsidies - 20,300 - - - - - - - - - - 20300
4431 December 2016 69,804 7900 0159 [0gn 471 1930 29 Togod 1125 463 45,651 5170 460

The following is the analysis of the deferred tax balance for financial report presentation purposes.

2016 2015
RMB’000 RMB’000

Deferred tax assets 333,005 329,614
Deferred tax liabilities (48,395) (50,650)

284,610 278,964

For the year ended 31 December 2016, the Group had unused tax losses of approximately RMB16,844,000 (2015: RMB25,735,000)
available to offset against future profits, in respect of which, no deferred tax assets have been recognised due to the
unpredictability of future profit streams. Such unrecognised losses will expire at various dates up to and including 2021 (2015:
2020).

Under the EIT Law, starting from 1 January 2008, 10% withholding income tax is imposed on dividends declared in respect of
profits earned in year 2008 onwards and distributed to foreign investors for companies established in the PRC. For investors
incorporated in Hong Kong, a preferential rate of 5% will be applied where appropriate. Other than the PRC withholding income
tax provided in respect of undistributed profits of PRC subsidiaries as above, no deferred taxation has been provided for the
remaining retained profits of approximately RMB2,463 million as at 31 December 2016 (2015: RMB1,670 million), which was
derived from the PRC subsidiaries since 1 January 2008 as the Group has set aside such sum for non-distributable purpose, and
is able to control the timing of the reversal of the temporary differences and it is probable that the temporary differences will not
reverse in the foreseeable future.
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21. Inventories

2016 2015

RMB’000 RMB’000

Raw materials 319,880 267,645
Work-in-progress 1,485,878 778,212
Finished goods 79,003 308,427

1,884,761 1,354,284

22. Held-For-Trading Investments/Derivative Financial Instuments
2016 2015
RMB’000 RMB’000
- Equity securities listed in Mainland China 57,645 17,829
— Equity securities listed in Hong Kong - 74,888

92,717

At 31 December 2016, the fair value of the investments of equity securities are determined with reference to quoted market bid

prices.
2016 2015
RMB’000 RMB’000
Foreign currency forward contracts 19,422 -

The foreign currency forward contracts were entered into by the Group for the purpose of reducing its exposure to foreign
currency. These foreign currency forward contracts were not accounted for under hedge accounting.
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23. Bills, Trade and Other Receivables

2016 2015

RMB’000 RMB’000

Bills receivables 1,399, 1M 1,727,615
Trade receivables 885,044 718,077
Less: Allowance for bad and doubtful debts (103,245) (51,954)
781,799 666,123

Other receivables 293,817 176,631
Less: Allowance for bad and doubtful debts (18,733) (18,377)
275,084 158,254

Prepayments 62,679 62,606
PRC value added tax receivables 168,428 230,854

2,687,101 2,845,452

The following is an aged analysis of bills receivables at the end of the reporting period:

2016 2015

RMB’000 RMB’000

0 to 180 days 1,337,100 1,727,615
180 to 365 days 62,0M -

1,399, 1M 1,727,615

No interest is charged on the trade receivables. Customers including independent third parties of batteries and battery related
products are normally granted an average credit period of 45 days (2015: 45 days). The following is an aged analysis of trade
receivables net of allowance for doubtful debts presented based on the invoice date at the end of the reporting period, which
approximated the respective revenue recognition dates:
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23. Bills, Trade and Other Receivables (continued)

2016 2015

RMB’000 RMB’000

0 to 45 days 398,107 450,061
46 to 90 days 216,815 162,486
9110 180 days 71,718 44,335

1810 365 days 95,159 9,241

781,799 666,123

Before accepting any new customer, the Group will internally assess the credit quality of the potential customer and defines
appropriate credit limits.

The trade receivable balances of RMB398,107,000 (2015: RMB450,061,000) are neither past due nor impaired at the end of the
reporting period for which the Group has not provided for impairment loss since they have no default history and of good credit

quality.
Included in the Group’s trade receivable balance are debtors with aggregate carrying amount of approximately RMB383,692,000
(2015: RMB216,062,000) which are past due at the end of the reporting period for which the Group has not provided for

impairment loss.

The following is an aged analysis of trade receivables which are past due but not impaired:

2016 2015

RMB’000 RMB’000

46 to 90 days 216,815 162,486
9110 180 days 78 44,335

181 to 365 days 95,159 9,241

383,692 216,062

Management closely monitors any change in the credit quality of trade receivables. Based on the historical experience of the
Group and the assessment of the management, trade receivables which are past due for less than one year but not impaired are
generally recoverable. The Group does not hold any collateral over these balances.
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23. Bills, Trade and Other Receivables (continued)

The Group has no significant concentration of credit risk on bills, frade and other receivables, with exposure spreading over a
large number of counterparties and customers.

The Group has provided fully for trade and other receivables over 1 year which are expected to be not recoverable because
historical experience is such that receivables that are past due beyond 1 year are generally not recoverable. Impairment for trade
receivables over 45 days are provided for based on estimated irrecoverable amounts from the sale of goods, determined by
reference to past default experience and objective evidences of impairment.

Movement in the allowance for doubtful debts — trade receivables

2016 2015

RMB’000 RMB’000

1January 51,954 62,637
Allowance for bad and doubtful debts 71,088 4,279
Reversal of bad and doubtful debts (329) (6,481)

Amounts written off as uncollectible (19,468) (8,481)

31 December 103,245 51,954

Other receivables are unsecured and interest-free.

Movement in the allowance for doubtful debts — other receivables

2016 2015

RMB’000 RMB’000

1January 18,377 21,031
Allowance for bad and doubtful debts 775 -
Reversal of bad and doubtful debts (196) (2,630)

Amounts written off as uncollectible (223) (24)

31 December 18,733 18,377

In determining the recoverability of the trade and other receivables, the Group reassesses the credit quality of the trade and other
receivables from the date credit was initially granted up to the reporting date. Based on the historical experience of the Group, the
directors believe that no further allowance is required.

ANNUAL REPORT 2016



24, Transfers of Financial Assets

25

26.

At 31 December 2016 and 31 December 2015, the Group has discounted bank issued bills receivables to banks and transferred
bank issued bills receivables to its suppliers to settle its payables through endorsing the bank issued bills to its suppliers. The
Group has derecognised these bank issued bills receivables and the payables to suppliers in their entirety. In the opinion of
the directors of the Company, the Group has limited exposure in respect of the settlement obligation of these bank issued bills
receivable under relevant PRC rules and regulations should the issuing bank failed to settle the bills on maturity date. The Group
considered the issuing banks of the bills are of good credit quality and the risk of non-settlement by the issuing banks on maturity
is insignificant.

As at 31 December 2016, the Group’s maximum exposure to loss, which is the same as the amount payable by the Group to
banks or the suppliers in respect of the discounted bank issued bills and endorsed bank issued bills, should the issuing banks
fail to settle the bills on maturity, amounted to RMB167,370,000 (2015: nil) and RMB285,551,000 (2015: RMB3,015,298,000),
respectively.

All the bank issued bills receivables discounted to banks or endorsed to suppliers of the Group have a maturity date of less than
one year from the end of the reporting period.

Pledged Bank Deposits/Bank Balances and Cash
Pledged bank deposits represented bank deposits pledged to banks to secure short-term banking facilities granted to the Group.
The pledged deposits at 31 December 2016 carried an interest rate which ranged from 0.3% to 1.35% (2015: 2.95% to 5.1%) per

annum.

At 31 December 2016, Bank balances carry interest at market rates which ranged from 0.01% to 0.35% (2015: 0.01% to 0.35%) per
annum.

Bills, Trade and Other Payables

2016 2015

RMB’000 RMB’000

Trade payables 1,769,406 1,258,470
Bills payables 1,402,981 1,715,787
Other payables and accrued charges (Note) 2,655,963 1,850,449

5,828,350 4,824,706

Note:

The Group provided a warranty of up to fifteen months on all lead-acid motive battery products. For lead-acid motive battery products found to be
defective under the terms of the warranty, the Group undertakes to replace the battery free of charge for products returned within eight months
from the date of sale, and to repair the battery free of charge for products returned between the ninth month to the fifteenth month after the
date of sale. A warranty provision is estimated and accrued at the time of sale and is based on factors including the actual warranty claims, unit
sales history, the estimated replacement costs for returned products, predicted future warranty claim rate with reference to prior experiences and
volumes products sold. The amount of accrued warranty is adjusted as required to reflect the actual costs incurred when information becomes
available.
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26. Bills, Trade and Other Payables (continued)

At 31 December 2016, included in the other payables and accrued charges is a warranty provision of RMB468,426,000 (2015:
RMB373,247,000) which represents management's best estimate of the Group’s liability within the fifteen-month warranty period
granted on the Group’s lead-acid motive battery products. Details of the movement in the warranty provision are set out as below:

2016 2015

RMB’000 RMB’000

At 1January 373,247 229,179
Provision in the year 741,907 675,884
Utilisation of provision (646,728) (531,816)

At 31 December 468,426 373,247

The Group normally receives credit terms of 5 days to 90 days (2015: 5 days to 90 days) from its suppliers. The following is an
aged analysis of trade payables at the end of the reporting period, presented based on the invoice date:

2016 2015

RMB’000 RMB’000

0to 90 days 1,449,588 1,117,788
9110 180 days 94,033 89,598
181to 365 days 127,944 30,546
110 2 years 89,016 1,551

Over 2 years 8,825 8,987

1,769,406 1,258,470

The following is an aged analysis of bills payables at the end of the reporting period:

2016 2015
RMB’000 RMB’000

0 to 180 days 1,402,981 1,715,787
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27. Amounts due to Related Parties/Amounts due from a Related Party

Details of the amounts due to related parties are as follows:

Name of related parties 2016 2015
RMB’000 RMB’000
AIREMMREERRDA
Zhejiang Changxing Xin Xin Packaging Co., Ltd.
("Xin Xin Packaging”) (note 1) 400
BRI & RREERBRAR
Jiyuan City Wangyang Smelting (Group) Co., Ltd.
(“Wanyang Group”) (note 2) 15,415
15,815
Details of the amounts due from a related party is as follow:
Name of a related party 2016 2015
RMB’000 RMB’000
Tianneng Yinyue (note 3) 598 -
Note:
1. Xin Xin Packaging is beneficially owned by Ms. Chen Pingping and Ms. She Fangli, who are the cousin and niece respectively of Dr. Zhang

Tianren (“Dr. Zhang”). As at 31 December 2016, 410,355,650 shares of the Company (approximately 36.42% of the total issued shares of the
Company as at 31 December 2016) are held by Prime Leader Global Limited which is incorporated in the British Virgin Island and is wholly-

owned by Dr. Zhang. Dr. Zhang is also a director of the Company.

2. Wanyang Group is a party which holds 49% interest of Jiyuan Wanyang (as defined in note 40), a 51% owned subsidiary of the Group.

3. Tianneng Yinyue is a 45% owned associate of the Group.

The amounts due to/from Xin Xin Packaging, Wanyang Group and Tianneng Yinyue are trade nature and have no fixed

repayment terms and age less than 180 days.
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28. Bank Borrowings

Secured
Unsecured

Carrying amounts repayable:

Within one year
More than two years but not more than five years

Less: Amounts due within one year shown under current liabilities

Amounts shown under non-current liabilities

2016
RMB’000

492,000
707,692

1,199,692

1,163,692
36,000

1,199,692
(1,163,692)

36,000

2015
RMB’000

550,795
817,918

1,368,713

821,895
546,818

1,368,713
(821,895)

546,818

At 31 December 2016, the bank borrowings of RMB809,690,000 (2015: RMB1,217,908,000) carry fixed and variable interest rates
ranging from 3.65% to 6.77% (2015: 3.94% to 6.90%) per annum, and the bank borrowings of HK$436,000,000 (approximately
equivalent to RMB390,002,000) (2015: HK$188,000,000 (approximately equivalent to RMB150,805,000)) carry a fixed interest rate

ranging from 1.47% to 1.49% (2015:1.64%) per annum.

Details of assets pledged by the Group at the end of the reporting period are set out in note 36.

29. Obligations under Finance Leases
2016 2015

RMB’000 RMB'000
Analysed for reporting purposes as:
Current liabilities -
Non-current liabilities -
It is the Group’s policy to lease certain of its equipment under finance leases. The lease term is two years (31 December 2015: nil).
Interest rate underlying the obligations under finance leases is fixed at respective contract date 4.75% per annum.
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29. Obligations under Finance Leases (continued)

Present value of

Minimum Minimum

lease payments lease payments
31/12/2016 31/12/2016
RMB’000 RMB’000

Obligations under finance leases payable:

Within one year 15,556 15,006
More than two years but not more than two years 4,337 4,275

19,893 19,281
Less: future finance charges (612) -

Present value of lease obligations 19,281 19,281

Less: Amount due for settlement with 12 months

(shown under current liabilities) (15,006)
Amount due for settlement after 12 months 4,275
30. Loan Notes

2016 2015
RMB’000 RMB’000
Guaranteed loan notes 792,358 790,977

Analysed as:
Long-term loan notes (Note) 792,358 790,977

Note:

M On 11 March 2014, Tianneng Battery Group Co,. Ltd issued a long-term loan notes with principal amount of RMB400,000,000 at a discount
and received proceed of RMB392,400,000. The long-term loan notes bear interest at 7.31% per annum and are repayable on 11 March
2019.

At 31 December 2016 and 31 December 2015, the amount is stated at amortised cost with effective interest rate at 7.78% per annum.

(2)  On 9 October 2014, Tianneng Battery Group Co,. Ltd issued a long-term loan notes with principal amount of RMB400,000,000 at a discount
and received proceed of RMB395,400,000. The long-term loan notes bear interest at 8% per annum and are repayable on 9 October 2020.

At 31 December 2016 and 31 December 2015, the amount is stated at amortised cost with effective interest rate at 8.25% per annum.
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31. Share Capital

Shares of the Company with nominal value
of HK$0.1 each

Authorised:
At 1January 2015, 31 December 2015,
and 31 December 2016

2,000,000,000

Issued and fully paid:
At beginning of year
Repurchase and cancellation of shares
Exercise of share options

1,143,768,500
(17,222,000)

Number of shares

At end of year

Note:

2,000,000,000

1,111,908,000

36,360,500

1,126,546,500 1,143,768,500

212,780 212,780

m,356 108,710
(1,467)
= 3,001

109,889 11,356

Amount equivalent to

2016 2015
RMB’000 RMB’000

(355)

During the year ended 31 December 2016, no share options were exercised. All the shares issued by the Company ranked pari passu in all

respects with all shares in issue.

During the year ended 31 December 2016 and 2015, the Company repurchased and cancelled its own shares through the Hong

Kong Stock Exchange as follows:

No. of ordinary
Month of repurchase shares of HK$0.10 each Price per share Aggregate
and cancellation of the Company Highest Lowest consideration paid
HK$ HK$ HK$'000
For the year ended
31 December 2016
April 2016 6,334,000 6.36 6.1 39,920
May 2016 6,976,000 6.20 592 42,492
June 2016 1,966,000 5.28 4.68 9,833
December 2016 1,946,000 7.50 7.31 14,527
17,222,000 106,772
For the year ended
31 December 2015
July 2015 3,300,000 2.75 2.45 8,801
July 2015 1,200,000 3.80 3.64 4,494
4,500,000 13,295
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3.

32.

Share Capital (continued)

During the year, the nominal value of approximately HK$1,722,200 (2015: HK$450,000) (equivalent to approximately RMB1,467,000
(2015: RMB355,000)) of the shares, and the premium paid and the related costs incurred for the repurchase of approximately
HK$105,050,000 (2015: HK$12,845,000) (equivalent to approximately RMB89,550,000 (2015: RMB10,173,000)) was charged against
share premium account of the Company.

During the year ended 31 December 2016, a total of 17,222,000 (2015: 4,500,000) shares were repurchased and cancelled.

Reserves

Special reserve

The special reserve of the Group represents the difference between the nominal amount of the shares issued by Tianneng
International Investment Holdings Limited (“Tianneng BVI“) and the aggregate amount of paid-in capital of the subsidiaries
acquired by Tianneng BVI pursuant to the group reorganisation which took place in 2004 as more fully explained in the prospectus
of the Company dated 29 May 2007.

Capital reserve

(1) The capital reserve of the Group of RMB57,010,000 arose in June 2003 when the substantial shareholder and Executive
Director, Dr. Zhang Tianren, (“Dr. Zhang”) transferred 26.3% of his shares in Tianneng Battery Group Co., Ltd. to the key
management personnel of the Group. The Group recognised the share-based payment expenses of approximately
RMB57,010,000 on 15 June 2003 which represented the difference between the fair value of those shares of approximately
RMB71,388,000 and the consideration received by Dr. Zhang from the key management personnel of approximately
RMB14,378,000.

(2)  The increase of RMB4,194,000 during the year ended 31 December 2013 is related to the acquisition of the remaining 30%
interest in Anhui Zhongneng Power Supply Co., Ltd.

(3)  As set outin the Company’s announcement dated 23 November 2015, the Group is considering and exploring the possibility
of a possible spin-off and quotation of the shares of a subsidiary, #7)T XgEgEREHE PR A F] Zhejiang Tianneng Energy
Technology Co., Ltd. (“Zhejiang Tianneng Energy”), on the 2@/ b2 %785 Z4% National Equities Exchange and
Quotation System (“NEEQ”, commonly known as the New Third Board #7=1R) in the People’s Republic of China (the “PRC") (the

“Proposed NEEQ Quotation”).

A subscription agreement was entered into on 18 January 2016, pursuant to which a group comprising, among others, Dr. Zhang
and other management and employees of the Group (the “Management Group”) agreed to subscribe 40% of the enlarged
total equity interests of Zhejiang Tianneng Energy at a total consideration of RMB114,241,000. The Group’s interests in Zhejiang
Tianneng Energy is accordingly reduced from 100% to 60% upon the completion of the subscription by the Management Group.
Details of the subscription by the Management Group is set out in the Company’s announcement dated 18 January 2016. The
reduction of the Group’s equity interests from 100% to 60% is treated as a deemed disposal. The changes in the Group’s equity
interests in Zhejiang Tianneng Energy do not result in the Group losing control over Zhejiang Tianneng Energy and are accordingly
accounted for as equity transactions. The surplus of RMB64,600,000, representing the difference between the consideration of
RMB114,241,000 and the amount of non-controlling interests approximately RMB49,641,000, is credited to the capital reserve,
details of which are set out in note 34.

As set out in the Company’s announcement dated 17 August 2016, having considered the recent capital market situation, Zhejiang
Tianneng Energy and the Company have decided to postpone the application for the Proposed NEEQ Quotation to a later stage.
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32. Reserves (cContinued)

Non-distributable reserve

The non-distributable reserve of the Group represents the difference between the consideration paid for acquisitions of additional
interests in subsidiaries from non-controlling shareholders who are associates of Dr. Zhang and the non-controlling interests’
share of net assets of the subsidiaries at the date of the acquisition.

Statutory surplus reserve fund/Discretionary surplus reserve fund

As stipulated by the relevant laws and regulations in the PRC, the Group’s PRC subsidiaries are required to maintain two reserves,
being a statutory surplus reserve fund and a discretionary surplus reserve fund which are non-distributable. Appropriations to
such reserves are made out of profit after taxation of the statutory financial statements of the PRC subsidiaries while the amount
and allocation basis are decided by their board of directors annually. Pursuant to the relevant laws and regulations in the PRC, it
requires the appropriation to the statutory surplus reserve fund until the balance reaches 50% of the registered share capital. The
statutory surplus reserve fund and the discretionary surplus reserve fund can be used to make up its prior year losses, if any, and
can be applied in conversion into capital by means of capitalisation issue.

33. Share Option Schemes
The Company has a share option scheme (the “Scheme”) for eligible directors of the Company, eligible employees of the Group
and other selected participants. According to the terms of the Scheme, options granted must be taken up within 28 days from the
date of grant, upon payment of HK$1.00. The options may be exercised in accordance with the terms of the Scheme at any time
during the exercise period determined by the board of directors which shall in any event not be more than ten years from the date
of grant. Share options are vested over a period up to a maximum of four years after the date of grant.
The total number of shares issued and which may fall fo be issued upon exercise of the options granted pursuant to the Scheme
to an eligible participant in any 12-month period shall not exceed 1% of the number of shares in issue unless approved by
shareholders in a general meeting. The maximum number of shares in respect of which options may be granted under the
Scheme shall not in aggregate exceed 10% of the shares in issue on the date on which dealings in the shares first commence on
the Hong Kong Stock Exchange, i.e. a total of 100,000,000 shares (the “Option Limit”). Pursuant to an annual general meeting held
on 16 May 2014, the Option Limit has been refreshed to 10% of the shares in issue on the date of the annual general meeting, i.e.
a total of 111,190,800 shares.
All holders of options granted under the Scheme may only exercise their options in the following manner:
Maximum percentage of options exercisable Vesting period
10% of the options Upon the first anniversary of the date of grant
Additional 20% of the options Upon the second anniversary of the date of grant
Additional 30% of the options Upon the third anniversary of the date of grant
Additional 40% of the options Upon the fourth anniversary of the date of grant
No share option is granted during the year ended 31 December 2015 and 31 December 2016.
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33. Share Option Schemes (continued)

The following tables disclosed movements of the Company’s options granted under the Scheme during the year ended 31

December 2016 and 2015:

Outstanding Granted  Exercised Forfeited  Outstanding
Exercise asat during during during asat
Option Name of grantee Date of grant  Exercisable period price 1.1.2016 the year the year theyear  3112.2016
HKS
Directors
Option C Huang Dongliang 16.6.2014 16.6.2015-15.6.2024  HK$2.90 90,000 90,000
Option C Ho Tso Hsiu (Nofe) 16.6.2014 16.6.2015-15.6.2024  HK$2.90 90,000 90,000
Option C Wang Jingzhong (Note)  16.6.2014 16.6.2015-15.6.2024  HK$2.90 90,000 90,000
Employees
OptonC ~ Employees 16.6.2014 16.6.2015-15.6.2024  HK$2.90 45,749,500 (3,314,500) 42,435,000
Option B Employees 22112010 2011.2011-2111.2020  HK$3.18 680,000 680,000
46,699,500 (3,314,500) 43,385,000
Exercisable at the end of the year 2,323,000
Weighted average exercise price HK$2.90 HK$2.90
QOutstanding Granted Exercised Forfeited  Outstanding
Exercise as at during during during as of
Opfion Name of granfee Date of grant Exercisable period price 11.2015 the year the year theyear 31122015
HKS
Directors
OptionC ~ Huang Dongliang 16.6.2014 16.6.2015-15.6.2024  HK$2.90 100,000 - 10,000} - 90,000
OptionC ~ Ho Tso Hsiu (Note) 16.6.2014 16.6.2015-15.6.2024  HK$2.90 100,000 - (10,000) - 90,000
Option C Wang Jingzhong (Note]  16.6.2014 16.6.2015-15.6.2024  HK$2.90 100,000 - (10,000) - 90,000
Employees
Option C Employees 16.6.2014 16.6.2015-15.6.2024  HK$2.90 56,630,000 - (4,880,500  (6,000,000) 45,749,500
Option B Employees 22112010 221.2011-2111.2020  HK$3.18 34,210,000 - (31,450,000  (2,080,000) 680,000
91,140,000 - (36,360,500  (8,080,000] 46,699,500
Exercisable at the end of the year 680,000
Weighted average exercise price HK$3.01 - HKS3.14 HK$2.97 HK$2.90

Note: With effect from 6 June 2015, Mr. Ho Tso Hsiu and Mr. Wang Jingzhong has resigned as an independent non-executive director of the

Company.
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33. Share Option Schemes (continued)

At 31 December 2016, the total number of shares in respect of which options under the Scheme had been granted and remained
outstanding was 43,385,000 (2015: 46,699,500, representing 3.85% (2015: 4.08%) of the shares of the Company in issue at that
date.

During the year ended 31 December 2016, no share options were exercised. During the year ended 31 December 2015, the
weighted average closing price of the Company’s shares immediately before the dates on which the options were exercised was
HK$6.49 per share.

The closing price of the Company’s shares on 22 November 2010, the date of grant of the Option B, was HK$3.15 (equivalent to
approximately RMB2.70) and the total estimated fair value of the Option B granted on that date was HK$73,820,000 (equivalent to
approximately RMB63,205,000).

The closing price of the Company’s shares on 16 June 2014, the date of grant of Option C, was HK$2.89 (equivalent to
approximately RMB2.29) and the total estimated fair value of the Option C granted on that date was HK$70,620,000 (equivalent to
approximately RMB56,065,000).

The fair value of the share options was determined at the date of grant using the Binomial option pricing model (the “Binomial
model”) with the following inputs and based on the respective vesting period of the share options:

Option C Option B

16.6.2014 22.11.2010

Stock price as at grant date HK$2.89 HK$3.15

Exercise price HK$2.90 HK$3.18

Expected volatility 55% 64%

Expected life of options 10 years 10 years

Risk free rate 2.055% 2.427%

Expected dividend yield 4.26% 2.9%
Sub-optimal exercise factor for directors/

senior management/employees 3.5/3.5/3.5 nil/2.8/2.2

The Binomial model has been used to estimate the fair value of the options. The variables and assumptions used in computing
the fair value of the share options are based on the directors’ best estimate. Expected volatility was determined by using the
historical volatility of the Company’s share prices over the previous four years. Changes in variables and assumptions may result
in changes in the fair value of the options.

During the year ended 31 December 2016, the Group recognised total expenses of RMB15,143,000 (2015: RMB19,742,000) in
relation to share options granted by the Company.
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34. Deemed Disposal of a Subsidiary

As explained in note 32, the reduction of the Group’s equity interests in Zhejiang Tianneng Energy during the year was accounted
for as equity transaction, details are set out below:

Consideration received

RMB’000
Consideration received in cash 114,241
Analysis of assets and liabilities of the subsidiary at the date of disposal:

RMB’000
Current assets
Inventories 119,488
Trade and other receivables 237,862
Bank balances and cash 33,544
Non-current assets
Property, plant and equipment 205,979
Intangible assets 10,430
Deferred tax assets 5,526
Available-for-sales financial assets 18,050
Current liabilities
Bank borrowings - current portion (120,000)
Trade and other payables (280,688)
Tax payable (1,357)
Non-current liabilities
Bank borrowings — non-current portion (100,000)
Deferred revenue (4,733)
Net assets 124,101
Consideration received 14,241
Non-controlling interests recognised 49,641
Gain on disposal credited to reserve 64,600

The changes in the Group’s equity interests in Tianneng Energy do not result in the Group losing control over Tianneng Energy so
the gain on disposal is treated as equity transaction and is credited fo the capital reserve.
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35. Operating Leases

The Group as lessee

Year ended Year ended
311216 31/12/15
RMB’000 RMB’000

Minimum lease payments paid for the year

under operating leases for premises 13,407

At the end of the reporting period, the Group had commitments for future minimum lease payments under non-cancellable
operating leases which fall due as follows:

311216 311215

RMB’000 RMB’000

Within one year 14,929 8,238
In the second to fifth years inclusive 17,687 14,108
Over five years 5,839 8,902

38,455 31,248

Operating lease payments represent rentals payable by the Group for certain of its properties. Leases are negotiated for terms
ranging from one to seven years.

36. Pledge of Assets
At the end of the reporting period, the Group has pledged the following assets to secure the general banking facilities granted to
the Group.
2016 2015
RMB’000 RMB’000
Bank deposits 1,235,675 728,512
Bills receivables 774,195 1,170,148
Property, plant and equipment 136,607 74,302
Prepaid lease payments 22,770 118,732

2,169,247 2,091,694
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37. Capital Commitments

Contracted for but not provided in the consolidated
financial statements in respect of the acquisition of
property, plant and equipment

38. Retirement Benefit Schemes

The Group’s full-time employees in the PRC are covered by a government-sponsored defined contribution pension scheme,
and are entitled to a monthly pension from their retirement dates. The PRC Government is responsible for the pension liability to
these retired employees. The Group is required to make annual contributions to the retirement plan at an average rate of 20%
of employees’ salaries, which are charged as an expense when the employees have rendered services entitling them to the

contributions and the contributions are due.

The Group operates a Mandatory Provident Fund scheme for all qualifying employees in Hong Kong. The assets of the scheme
are held separately from those of the Group in funds under the control of the trustee. The Group basically contributes 5% of the

relevant payroll costs to the scheme.

As at 31 December 2016, contributions of RMB4,707,000 (31 December 2015: RMB2,928,000) due in respect of the year had not

2016 2015
RMB’000 RMB’000

240,802 321,923

been paid over to the plans. The amounts were paid subsequent to the end of the reporting period.

39. Related Party Transactions

(a)  During the year, the Group had the following transactions with its related companies:

Name of related company Nature of transaction
Changxing Jin Ling Hotel Hotel expenses

Xin Xin Packaging Purchase of consumables
Wanyang Group Purchase of materials
Wanyang Group Sales of materials
Wanyang Group Rental expenses
Tianneng Yinyue Purchase of materials
Tianneng Yinyue Rental income

2016 2015
RMB’000 RMB’000

2,447 2,617
908 1,443
739,263 763,901
141,062 -
2,496 4,640
226,186 -
598 -

(b)  Detdils of the remuneration of directors and other members of key management during the year are set out in note 13.

(c)  Detdils of the balances with related parties are set out in note 27.
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40. Particulars of Principal Subsidiaries of the Company

Particulars of the Company’s principal subsidiaries at 31 December 2016 and 2015 are as follows:

Place/Country
of incorporation/ Issued and
establishment fully paid share/
Name of subsidiary and operations registered capital
Tianneng International Brifish Virgin Islands/ Share - USS$1
Investment Holdings Hong Kong (2015: US$1)
Limited (Note 1) 15 November 2004
I RERGERERAA] PRC - Limited liability Registered capital
Zhejiang Changxing Tianneng company - RMB108,000,000
Power Supply Co., Ltd. 11 March 1998 (2015: RMB108,000,000)

Rt BHEEBRAT

Tianneng Battery Group Co., Ltd.
(previously known as
HIXREERERAR
Zhejiang Tianneng Battery
Co., ltd))

AR RRRIR D BR A
Zhejiang Tianneng Energy
Technology Co., Ltd.
["Zhejiang Tianneng Energy’)
(Note 2)

REXEEEHERAR
Changxing Tianneng Vehicle
Transport Co., Ltd.

RecEMEBRAT
Tianneng Battery (Wuhu)
Co., ltd.

MIREEEHIIERARA
Zhejiang Tianneng Battery
{liangsu) Co., Ltd.

MIREE IR ERERAR

Zhejiang Tianneng Battery
(Jiangsu) New Energy Co., Ltd.

IREBNRERERA
Zhejiang Tianneng Power
Energy Co., Ltd.
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PRC - Limited liability
company
13 March 2003

PRC - Limited liability
company
1July 2004

PRC - Limited liability
company
30 May 2005

PRC - Limited liability
company
21 October 2005

PRC - Limited liabiliy
company
9 May 2005

PRC - Limited liability
company
8 January 2008

PRC - Limited liability
company
2 July 2009

Registered capital
- RMB615,000,000
(2015: RMB615,000,000)

Registered capital
- RMB226,666,000
(2015: RMB136,000,000)

Registered capital
- RMB450,000
[2015: RMBA50,000)

Registered capital
- RMB230,000,000
(2015: RMB230,000,000)

Registered capital
- RMB200,000,000
(2015: RMB200,000,000)

Registered capital
- RMB120,000,000
(2015: RMB120,000,000)

Registered capital
- RMB300,000,000
(2015: RMB300,000,000)

Effective proportion
of nominal value
of issued share/
registered capital
held by the Company
2015

Principal acfivifies

100%

100%

100%

100%

100%

100%

100%

100%

100%

Investment holding

Manufacture and sales
of lead-acid batteries

Investment holding,
research and development,
manufacture and sales
of lead-acid batteries and
battery related accessories

Manufacture and sales

of lithium batteries

Provision of fransportation

service fo group companies

Manufacture and sales
of lead-acid batteries

Manufacture and sales
of lead-acid batteries

Manufacture and sales
of storage batteries

Manufacture and sale
of lead-acid batteries



Effective proportion
Place/Country of nominal value
of incorporation/ Issued and of issued share/
establishment fully paid share/ registered capital
Name of subsidiary and operations registered capital held by the Company Principal activities
2015
HLREE R HBRAR PRC - Limited liability Registered capital 100% Research and development
Zhejiang Tianneng Power company - RMB100,000,000 of recycled batteries
Supply Material Co., Ltd. 2 July 2009 (2015: RMB100,000,000)
MIRENEEHERAR PRC - Limited liability Registered capital 100% Sales of metal materials
Zhejiang Tianneng Material company - RMB80,000,000
Trading Co., Ltd. 25 March 2009 (2015: RMB80,000,000)
RN EBERBERAT PRC - Limited liability Registered capital 100% Sales of metal materials
Tianneng Battery Group (Anhuil company - RMB200,000,000
Co., Ltd. 4 November 2010 (2015: RMB100,000,000)
REFANELEBR LA PRC - Limited liability Registered capital 100% Sales of metal materials
Changxing Xintian Material company - RMB20,000,000
Trading Co., Ltd. 27 July 2009 (2015: RMB20,000,000)
ERTEFSREERERAR PRC - Limited liability Registered capital 51% Manufacture and sale
Jiyuan Wanyang Green company - RMB102,160,000 of lead-acid batteries
Energy Co., Ltd. ["Jiyuan Wangyang’) 27 October 2010 (2015: RMB102,160,000)
ZHREERERAT PRC - Limited liability Registered capitol 100% Manufacture and sale of
Anhui Zhongneng Power company - RMB100,000,000 electrode plates
Supply Co., Ltd. ["Anhui Zhongneng’) 17 April 2008 (2015: RMB50,000,000)
IR hasRERAE PRC - Limited liability Registered capital 100% Manufacture and sales
Zhejiang Hercules company - RMB60,000,000 of lead-acid batteries and
Energy Co., Ltd. 10 November 2009 (2015: RMB60,000,000) re-cycled batteries

Note:

40. Particulars of Principal Subsidiaries of the Company (continued)

(1 Directly held by the Company.

(2)  As set outin the Company’s announcement dated 23 November 2015 and 29 December 2015, the Group has considered and explored the
possibility of a possible spin-off and quotation of the shares of Zhejiang Tianneng Energy on NEEQ in the PRC. Up to the date of this report,
no application has been made to NEEQ for the Proposed NEEQ Quotation.
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40. Particulars of Principal Subsidiaries of the Company (continued)

The above table lists the subsidiaries of the Group which, in the opinion of the Company’s directors, principally affected the results
or assets of the Group. To give details of other subsidiaries would, in the opinion of the Company’s directors, result in particulars of
excessive length.

At the end of the reporting period, the Company has other subsidiaries that are not material to the Group. A majority of these
subsidiaries operate in the PRC. The principal activities of these subsidiaries are summarised as follows:

Principal activities Principal place of business Number of wholly-owned subsidiaries

2015

Manufacture and sales of
lead-acid batteries PRC 4
Batteries recycling PRC 1
Investment holding Hong Kong 1
Security investment PRC 1

During the year, the Group has non-controlling interests in two (2015: one) subsidiary, namely Jiyuan Wanyang and Zhejiang
Tianneng Energy shown under particulars of principal subsidiaries of the Company above (2015: Jiyuan Wangyang). The non-
controlling interest in the subsidiary is not material to the Group.

Tianneng Battery (Wuhu) Co,. Ltd issued unlisted long-term loan note of RMB80 million in July 2012 and redeemed all of the long-
term loan note in July 2015.

Tianneng Battery Group Co,. Ltd issued unlisted long-term loan note of RMB400 million in March 2014 and RMB400 million in

October 2014 respectively. Details of which are set out in note 30. All other subsidiaries had not issued any debt securities at the
end of the year.
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41. Statement of Financial Position and Reserves of the Company

Financial information of the Company at the end of the reporting period includes:

ASSETS

Property, plant and equipment

Investments in and amounts due from subsidiaries
Bank balances and cash

LIABILITIES
Other payables
Bank borrowings

NET ASSETS

CAPITAL AND RESERVES
Share capital

Share premium
Reserves

Total equity

2016
RMB’000

23
1,060,576
4,354

1,064,953

m,533

m,533

953,420

2016
RMB’000

109,889
782,734
60,797

953,420
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2015
RMB'000

22
1,055,820
108,849

1,164,691

103,441

103,441

1,061,250

2015
RMB’000

1M,356
872,284
77,610

1,061,250




Movement in reserves

41. Statement of Financial Position and Reserves of the Company (continued)

Share Share Share options  Accumulated

capital premium reserve  profits(losses) Total

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

At 1January 2015 108,710 745,954 56,581 (125,452) 785,793

Profits for the year - - - 171,953 171,953
Issue of new shares upon exercise

of share option 3,001 136,503 (45,214) - 94,290

Repurchase and cancellation of shares (355) (10,173) - - (10,528)

Forfeiture of share options - - (8,668) 8,668 -

Recognition of equity-seftled
share based payments - - 19,742 - 19,742
At 31 December 2015 111,356 872,284 22,441 55,169 1,061,250

Profits for the year
Repurchase and cancellation of shares
Forfeiture of share options
Recognition of equity-seftled
share based payments
Dividend recognised as distribution

At 31 December 2016
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(1,467)

109,889

(89,550)

782,734

272,474

3,456

(304,430)

26,669

272,474
(91,017)

15,143
(304,430)

953,420




FINANCIAL SUMMARY

Year ended 31 December

2012 2013 2014 2015
RMB’000 RMB’000 RMB’000 RMB’000
RESULTS
Turnover 9,887,641 13,635,060 14,043,731 17,804,068
Profit before taxation 912,515 141,240 (407,102) 745,629
Taxation 203,116 10,915 (114,115) 17,832
Profit for the year 709,399 130,325 (292,987) 627,797
As at 31 December
2012 2013 2014 2015
RMB’000 RMB’000 RMB’000 RMB’000
ASSETS AND LIABILITIES
Total assets 7,445,211 7,904,226 8,713,603 10,546,091
Total liabilities 4,322,868 4,841,959 5,967,963 7,078,950
Net assets 3,122,343 3,062,267 2,745,640 3,467,141

2016

RMB’000

21,480,891

1,145,083
(239,561)

905,522

2016
RMB’000

12,129,825
8,023,225

4,106,600

TIANNENG POWER INTERNATIONAL LIMITED

124





