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COMPANY PROFILE

Tianneng Power International Limited (“Tianneng” or the “Company”), together with its subsidiaries (the “Group”), is a
leading company in the sector of batteries for new-energy vehicles in the People’s Republic of China (“China” or the “PRC”),
founded in 1986. In 2007, Tianneng was listed on the Main Board of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) (Stock Code: 00819.HK). After more than 30 years of development, the Group has become an energy group
focusing on the manufacturing and services of motive batteries for light electric vehicles and integrating the research and
development (R&D), production and sale of various types of batteries (including motive batteries for electric vehicles, start-
stop batteries for automobiles, energy storage batteries and motive batteries for special electric vehicles), the recycling
of waste batteries and renewable resources, green and intelligent manufacturing industrial parks, and smart logistics
platforms.
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FINANCIAL HIGHLIGHTS

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

2021 2020 2019 2018 2017

Revenue 85,615,917 53,525,039 40,613,555 34,750,848 26,903,901

Profit/(Loss) before taxation 1,836,942 2,949,728 2,126,041 1,530,650 1,407,588

Taxation (285,730) (445,153) (400,091) (295,474) (227,356)

Profit/(Loss) for the year 1,551,212 2,504,575 1,725,950 1,235,176 1,180,232

Non-controlling interests 251,260 27,654 44,123 46,898 1,863
Profit/(Loss) attributable to the owners

of the Company 1,299,952 2,476,921 1,681,827 1,188,278 1,178,369
Earnings/(Loss) per share (RMB/share)

- Basic 115 2.20 1.49 1.05 1.05

- Diluted 113 2.15 1.47 1.03 1.02

Consolidated Statement of Financial Position (Note 2)

Year ended 31 December

2021 2020 2019 2018 2017
Total assets 32,738,944 23,200,435 19,130,327 16,856,292 13,981,698
Total liabilities 17,362,012 13,741,146 11,843,811 11,467,094 8,918,212
Net assets/Total equity 15,376,932 9,459,289 7,286,516 5,389,198 5,063,486
Notes:
1. The results for the year ended 31 December 2017 are set out on page 61 of the Annual Report 2017 of the Company. The results for the years

ended 31 December 2018 and 2019 are set out on page 56 of the Annual Report 2019 of the Company. The results for the year ended 31 December
2020 is set out on page 62 of the Annual Report 2020 of the Company. The results for the year ended 31 December 2021 is set out on page 72
of the Annual Report 2021 of the Company. All such information is extracted from the financial statements prepared under Hong Kong Financial
Reporting Standards ("HKFRSs”).

2. The consolidated statement of financial position as at 31 December 2017 are set out on page 62 of the Annual Report 2017 of the Company. The
consolidated statement of financial position as at 31 December 2018 and 2019 are set out on page 57 of the Annual Report 2019 of the Company.
The consolidated statement of financial position as at 31 December 2020 is set out on page 63 of the Annual Report 2020 of the Company. The
consolidated statement of financial position as at 31 December 2021 is set out on page 73 of the Annual Report 2021 of the Company. All such
information is extracted from the financial statements prepared under HKFRSs.
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FINANCIAL HIGHLIGHTS

SALES TURNOVER PROFIT ATTRIBUTABLE TO
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Lead-acid battery products mainly applied in bicycle (tricycle) battery, four-wheeler battery, tubular
battery, starter battery, energy storage battery and standby battery.
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CHAIRMAN'S STATEMENT
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Adhering to the Practice of Digitalization and
Innovation Driven

Improving Our Overall Layout of Sustainable
Development

Dear shareholders:

2021 was an important year in the overall upgrade and development of Tianneng. Under the backdrop of global energy
transition, facing an industry situation with both opportunities and challenges and the development task in the new stage,
Tianneng adheres to its operating vision of “sustainable development in an ecological environment”, overcame difficulties
and forged ahead, continued to promote its strategy of globalization, and formed the “Industry, Technology, Capital” three-
wheel-driven overall layout. The comprehensive strength of the Group has reached a new level, and its ability of scientific
and innovation have also been improved.
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CHAIRMAN'S STATEMENT

Profit Attributable to Shareholders and Dividend during the Year

For the year ended 31 December 2021, the Company’s consolidated turnover was approximately RMB85,616 million,
representing an increase of 59.95% as compared to that of the previous year. Profit attributable to owners of the Company
was approximately RMB1,300 million, representing a decrease of approximately 47.52% as compared to that of the
previous year. Basic earnings per share was approximately RMB1.15. Tianneng Power proposes to declare a cash dividend
of HK40 cents per ordinary share (the “Share(s)’) held by the shareholders of Tianneng (the “Shareholders”). The proposal
shall be subject to the consideration and approval by the Shareholders at the annual general meeting to be held on 27
May 2022.

2021: Dedicated in the Informatization and Ecological Development, Focus on
Energy Development in Stages

Tianneng Power (Stock code: 00819.HK) was successfully listed on the Hang Seng Shanghai-Shenzhen-Hong Kong
Autonomous and Electric Vehicles Index in April 2021 and its subsidiary Tianneng Share (Stock code: 688819.SH) was
listed on the FTSE China A 400 Index and the CSI STAR&CHINEXT 50 Index in June 2021. On top of enhancing its principle
business of high-end eco-friendly battery, the Company will explores opportunities of developing products with resource
recycling and high-energy cleaning energy, invests in the research and development of the new generation of lithium
batteries and hydrogen fuel industry clusters, thereby forming a strategic path of “Focus on Major Business, Moderate
Diversification” and strive to achieve Tianneng’s globalization goal with high-quality and sustainable development of its
business.

Seizing the market development opportunities and continue to promote the growth of the Group. With the
implementation of the New National Standard Policy, the Group constantly made improvement in the R&D investment
and product development in the field of high-end eco-friendly battery, launched a product series that fully met the
requirements of New National Standard and market demands, combined digitalized experience to provide better services,
and continued to improve the leading status in the field. For lithium-ion batteries, the Group targeted at the industrial
ecological track, focused on the market opportunities such as mini power battery, energy storage, electric vehicle, and
industrial chain, thereby built a core closed loop. For hydrogen power, the Group actively promoted the core technology
breakthrough of hydrogen fuel cell and industrial development, successfully developed the high-power metal plate
reactors and long-life span graphite plate reactor, as well as formalized strategic cooperation with Zhejiang Geely New
Energy Commercial Vehicle Group Co., Ltd. (41L& A7 87 % A & & E AR 2 7l), Nanjing Golden Dragon Bus Co., Ltd.
(f R & REEEREARR A A, Yadea Technology Group Co., Ltd. (75 £ E AR A 7)) and other enterprises, thereby
continue to explore the reserve of cutting-edge technologies. Meanwhile, for the recycling sector, the Group further
optimized the business model of cloud recycling platform, strengthened the energize capability of the industrial chain,
leveraged technologies of the Internet, digitalized reconstruction of the traditional recycling industry through advanced
technologies such as big data, artificial intelligence and the Internet of Things, to meet the demands of customers and
end-users on battery recycling and echelon utilisation.

TIANNENG POWER INTERNATIONAL LIMITED
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CHAIRMAN'S STATEMENT

Constantly improving our R&D system. Tianneng insisted on perceiving technological R&D as the primary productive force,
strengthened the formation of its international and local R&D talent team, and enhanced the international competitiveness
of the Group. The Group has built a national postdoctoral R&D institute and direct affiliated R&D organizations, enhanced
new technology reserves, developed solutions for key issues and difficulties, promoted the demonstration and application
of mature technologies, accelerated its frontier layout in solid-state batteries, sodium-ion batteries and fuel cells and other
fields, expanded and enriched the innovative resources of strategic partnerships, as well as explored and established
Tianneng’s unique and brand new technology and innovation model.

In 2021, the Group participated in the formulation of 16 technical standards such as national standards and industry
standards, and the first international standard prepared partly by the Company has been officially issued and
implemented. Over 500 projects and honours were completed and declared by Tianneng, and it also completed over 600
patent applications, as well as received honorary titles such as National Green Design Product, National Green Supply
Chain Management Enterprise (B1ZR 4% & (i fE 3 FE 1 %), Chinese Patent Excellence Award (1 B 5 FI){& 75 2¥), National
Supply Chain Innovation and Application Demonstration Enterprises (% & 4 & 5% &1 57 &2 /& F R #8370 %), and Advanced
Entity for Technology Innovation of Light Industry in China (2 B8 T 25135 81157 4o # & 82). Key projects such as Ministry of
Industry and Information Technology (“MIIT”) Innovative Development Project of Industrial Internet (T {530 T 3 & B 48 81157
Z% & T #2) and Ministry of Science and Technology’s Key National R&D Project (FH 28 B R E 2442551 £l) have achieved
successful progress. Major projects such as MIIT’s Green Supplier Bidding (T {530 4% 5 £ f& % 481%) and MIIT's National

o=

Fund for the Development of Electronic Information ({5 #8ElZX & F & 5l # & £ &) have passed the acceptance..

Implementing digitalized manufacturing. The Group has commenced upgrades on intelligence manufacturing, attributed
by integrated construction empowered by big data and science, the Group promoted the development of R&D, production
and marketing of industrial Internet systems and mid- and back-office management informatization, thereby gradually
materialising the goal of “Modernised Intelligence Factories”. 40 digitalization projects were completed throughout 2021.
The Wushan digital model factory of Tianneng in Huzhou City, Zhejiang Province commenced trial operation, undertook
the “Brain for Industries (Z % A )" project of the motive battery industry in Zhejiang Province, striving towards the vision
of “Digitalized Tianneng Ecosystem”.

Proactively develop our internal and external circulation, so as to position ourselves for global development.
Tianneng has formed a layout of sixteen major production bases in seven provinces in China to further expand production
capacity. Meanwhile, the Group has implemented the national Belt and Road Initiative, optimized its resources allocation
in the international market and expanded its market. The Group comprehensively increased its market share overseas
through diversified paths. The Group focused on major markets such as Western Europe, Southeast Asia, North America
and Oceania and strengthened its overseas business mechanism. At present, the Group has established offices in
Vietnam and India in Asia and various countries in Africa, to promote international exchange and actively seeking new
opportunities, new cooperations and new projects.

ﬁ".
|'5:_:-
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CHAIRMAN'S STATEMENT

2022: Creating a Comprehensive Blueprint for High-quality Development

The transformation process of the global new energy landscape and structure continues to accelerate. In the face of
global climate change and environmental requirements, we undertake the mission of “eco-friendly” development.
Tianneng will uphold the concept of “Technology-led” to pursue breakthroughs, strengthen the development of its R&D
system, accelerate the integration of the industrial chain, improve its overall competitiveness in the market, and make
larger contributions to the development of global green smart energy as well as the ultimate realization of the “Carbon
Neutrality” Goal.

In 2022, the Group will continue to concentrate on making progress while maintaining stability as its general tone,
adhence to its principle of market demand-oriented, and further optimizing its strategy of sustainable development.
Tianneng would take lead management as the backbone of the Company’s development, and it will focus on its principal
business development, strive to establish new business in energy batteries, resources recycling and emerging industry,
aiming to enhance its overall high-quality development.

Meanwhile, the Group will make full use of capital to empower the industry, leveraging our platform advantages and
deepen industrial cooperation. Tianneng will carry out industry integration, optimize resource allocation and with its
aftention on the strategic goals to improve the industrial ecosystem of the Group while raising the technology content in
our products so as to strengthen the Group’s core competitiveness.

In addition, the Group will accelerate the promotion of the “intelligentization, platform-building, globalization” strategy.
Focusing on the three chain management systems of “industrial chain, supply chain, value chain” and accurately seize
the opportunities of the national strategies of “Dual Circulation” and “Dual Carbon”. We strive to build the world’s leading
ecological chain systems, namely smart energy, resources recycling and modern servicing industries, targeting to create a
high-quality sustainable development blueprint for Tianneng.

Appreciation

| would like to take this opportunity to extend my sincere gratitude to all staff for their outstanding contribution and to
management for their continuous effort. It is the constant effort of each and every member that facilitates the Group to
achieve remarkable results. | would also like to express my gratitude to all shareholders, customers and business partners
for their long-term support and affirmation.

Zhang Tianren
Chairman

Hong Kong, 30 March 2022

TIANNENG POWER INTERNATIONAL LIMITED
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MANAGEMENT DISCUSSION AND ANALYSIS

OPERATION REVIEW

2021 is the start of China’s “14th Five-Year Plan” and also the first year of the “Carbon Peaking” and “Carbon Neutrality”
(“Dual Carbon”) plan. In 2021, China issued a series of policies at both the state and local level to better achieve the
“Dual Carbon” goal. Those policies boostered the development of environmental and energy-saving industries, the
construction of new power systems, and the upgrading and transformation of China’s manufacturing industry. As a world-
leading green energy solution provider, Tianneng has participated in the state and global “Carbon Peaking” and “Carbon
Neutrality” process, to fulfill its missions in green commuting, new energy storage, and recycling.

Under the leadership of the Group’s management and the support from governments at all levels, all the staff of the
Group worked in a down-to-earth manner and dedicated themselves to the long-term prospect, laying the foundation
and fostering the growth drivers for a sustainable, healthy and high-quality development. During the reporting period,
the Group realised a turnover of approximately RMB85,616 million and a net profit of approximately RMB1,551 million,
representing an increase of 59.95% and a decrease of 38.06% respectively year-on-year, primarily because the raw and
auxiliary materials’ prices of the Company’s major products recorded a year-on-year increase. The major raw and auxiliary
materials of the Company include lead metal and alloy, PE plastics, as well as anode and cathode materials, diaphragm
and electrolyte for lithium-ion batteries.

In 2021, Tianneng forged ahead with determination, made a series of innovations and breakthroughs in the dynamic
environment, implemented the strategy of “intelligence, platform-building, globalization”, utilized “Industry, Technology,
Capital” as the development guidance, and achieved good operating results.

During the reporting period, the Group saw synergetic development of lead batteries and lithium-ion batteries, proceeded
with the industrialisation of fuel cells steadily, and deeply deployed five application scenarios, including micro-mobility,
passenger vehicles, commercial vehicles, smart energy storage, and recycling. It provided multi-technology, multi-product
and systematic green energy solutions for each scenario and created a new recycling business model with a fully closed
loop of the production, application, echelon utilization, recycling, and regeneration for batteries.

Currently, the Group has established production bases and logistics systems in places where the demands for batteries
are vigorous, such as Zhejiang, Anhui and Henan provinces. The total battery production capacity exceeds 100 GWh.
Three internationally advanced industrial parks for circular economy have been built and operated, which can process
over 700,000 tons of used lead batteries and lithium-ion batteries every year. In tandem with that, Tianneng actively
developed its internal and external circulation and established offices in Vietham, India and multiple African countries, as
the Company actively engages itself in global operations. The Group’s overall strength ranked among the Global 500 New
Energy Companies in 2021, Fortune China 500 in 2021 by the Fortune magazine, Top 500 Chinese Civilian-run Enterprises
in 2021, Top 500 Chinese Manufacturing Enterprises in 2021 and other rankings. On the list of 2021 Fortune China 500
released in July 2021, Tianneng ranked 17th in terms of return on equity (ROE).
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MANAGEMENT DISCUSSION AND ANALYSIS

In recent years, Tianneng has capitalized on the opportunities of the digital economy to build a user ecosystem operation
platform, an industrial Internet of Things platform and an enterprise intelligent manufacturing platform, forming a
“Cloud-based Tianneng” (£ -2X&E). During the process of digital transformation, Tianneng created a user-centric green
ecosystem model based on the characteristics of the industry and its own product attributes. For example, Tianneng
independently developed a “green energy full life cycle management service platform”, which is not only applicable to
Tianneng’s smart factories in cross-provincial production, order tracking, inventory control, smart logistics, etc., but is
also useful for industrial chain collaboration. The platform greatly improves production efficiency, saves consumption of
energy and raw materials, and at the same time ensures product quality and reduces defective rates, enabling flexible
production. During the reporting period, the Group was selected into the list of “Future Factory” pilot enterprises in
Zhejiang in 2021 and the list of provincial key industrial internet platform projects in 2021 announced by the Economic and
Information Technology Department of Zhejiang Province.

Tianneng attaches great importance to R&D and has established a three-tier R&D structure that comprises Central Research
Institute, Technology Centres of Business Divisions, and Technology Departments of Production Bases, each of which has its
own focus and synergizes with each other. Tianneng has also established an open innovation mechanism, and successively
established open innovation centers in the Guangdong-Hong Kong-Macau Great Bay Areq, the Yangtze River Delta, and the
Beijing-Tianjin-Hebei Region. Consolidating the lead battery business, the Group vigorously develops the lithium-ion battery
business, steadily facilitates the industrialization of fuel cells, and continues to explore new battery technologies such as sodium-
ion batteries and solid-state batteries. During the reporting period, Tianneng independently developed the Power Durable core
technology system, launched the Balance Tech (1%} series lithium-ion manganese iron phosphate (LMFP) batteries and mass-
produced liquid-cooled lithium-ion energy storage pack. Nanjing Jinlong Passenger Buses and Geely Passenger Buses, both
equipped with Tianneng hydrogen fuel cell system, listed into the “Catalogue of Power-Driven Vehicle Manufacturing Enterprises
and Products” of MIIT. The key technologies for recycling of used motive batteries were listed in the 2021 Zhejiang Provincial Key
Technology Innovation Project Plan. Up to now, Tianneng has obtained more than 2,900 authorized national patents and has won
9 Chinese Patent Awards. Tianneng ranked 53rd on the List of Top 500 Invention Patents of Civilian-run Enterprise in 2021 (20214
R &b 528 E M|500% 5 E5) and ranked 83rd on the List of Top 500 R&D Investment of Civilian-run Enterprise in 2021 (2021 5
REDEM IR A 500555 E5) of All-China Federation of Industry and Commerce (R #E 2 F TR A €).

TIANNENG POWER INTERNATIONAL LIMITED
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MANAGEMENT DISCUSSION AND ANALYSIS

The Group will continue to cultivate scientific research, stimulate innovation, and devote itself to the R&D and application of
new technologies, new techniques and new materials to meet the demands of diverse markets and customers and shape
the core competitiveness for the Company’s high-quality development.

'IEIERL_E#?JE

"D%‘EEELE PuwerDurable!ﬂﬁﬂﬂjﬂﬁ!ﬁuﬁ*ﬁ_ﬁ%1*H;

Tianneng launched the first generation of Power Durable core technology system during the 4th “819 Battery Day”

In recent years, Tianneng has been striving to realize the transformation from a product supplier to a solution provider
and from an accessory manufacturer to a manufacturing consumer brand. Tianneng is undergoing a transition from “TO
B” to “TO B+C” dual drive mode at both the brand and product levels. For example, the Group launched the “Tianneng
Smart Commute platform” (KEEE 1T &), which provided battery charging and replacement users with a complete set
of solutions including battery sales, battery leasing, shopping mall service, and financial support. Another example is
that the Group has developed the “Tianneng Recycling Cloud” platform (KggEIUZEF &) to delayer recycling channels
and digitalize customers’ information. Moreover, the Group has also built an online and offline integrated sales model
through the “Tianneng Retail” platform (RgEZE @ &) and “Integrated Vehicle for Sales and Service” (§8 Az — %2 5 A
), which provided customized distribution and sales services for terminals and opened up new opportunities for brand
communication. Based on its stable and stellar product quality, systematic after-sales service, and strong sales base,
“Tianneng” has become a well-known brand for new energy batteries.

The Company has been further recognised by capital markets for the robust growth of its performance over recent years.
During the reporting period, the Company was included in the Hang Seng Shanghai-Shenzhen-Hong Kong Autonomous
and Electric Vehicles Index and became the sole Hong Kong listed battery firm selected into such index. In January 2021,
the Company’s holding subsidiary, Tianneng Battery Group Co., Ltd. (“Tianneng Share”, Stock code: 688819.SH), was
listed on the Science and Technology Innovation Board of the Shanghai Stock Exchange. In June 2021, Tianneng Share
was included in the China A400 Index by FTSE (the second-largest global index compilation company) and amongst the
constituent stocks of the STAR & CHINEXT 50 Index compiled by China Securities Index Co., Ltd (FE 5 2B R A 7))
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MANAGEMENT DISCUSSION AND ANALYSIS

The “ Integrated Vehicle for Service and Sales” provides
timely response to the needs of end customers

Tianneng actively builds an eco-friendly enterprise and embeds the concept of sustainable development throughout the
entire life cycle of its production. Up to now, the Group has been selected for more than 40 green manufacturing lists,
including the national green factories, green design products, green supply chain management enterprises. Tianneng has
been actively making plans to support farmers and students constantly to fulfill its social responsibilities with actions. In
Xinchuan Village, Zhejiang, Tianneng carried out the “Strengthening the Village and Helping the People” campaign, to lead
the villagers to the path of common prosperity. Tianneng has also formed a one-to-one funding relationship with Dadong
Village in Anhui and lJijia Village in Guizhou near the production bases to build poverty alleviation workshops. Excellent
environmental, social and corporate governance (ESG) allowed Tianneng to be included in the “Excellent Case of Chinese
Civilian-run Enterprise for Social Responsibility” (47 Bl £ & (b ¥4t & B FEFZ ) and the “Top 100 Chinese Civilian-run
Enterprises for Social Responsibility” (4 E i & 1> 24t & & {£1005%), and to obtain the AA rating for ESG from MSCI.

The Group is mainly engaged in three lines of business, namely, the R&D, manufacturing and sale of 1) high-end eco-
friendly batteries; 2) new energy batteries; 3) renewable new materials.

I. High-end eco-friendly batteries

High-end eco-friendly batteries are a series of sealed maintenance-free lead battery products created by Tianneng
relying on its R&D and technology innovations.

Lead batteries have the advantages of cost-effective, safety, stability, and high recyclability. They are the most
commonly used batteries for vehicles and equipment such as light electric vehicles, special electric vehicles and start-
stop systems in automobiles. Lead batteries enjoyed a stable overall growth in market demand during the reporting
period. According to the National Bureau of Statistics, the cumulative output of lead batteries in China of 2021 was
251.9 million kVAh, representing a year-on-year increase of 13.7%.

TIANNENG POWER INTERNATIONAL LIMITED
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MANAGEMENT DISCUSSION AND ANALYSIS

Tianneng is a leading enterprise in lead batteries, and enjoys wide brand recognition and quality recognition among
consumers. According to the data from China Battery Industry Association, Tianneng's market share exceeded 40%
in lead motive batteries for domestic light electric vehicles, and has sustained a momentum of year-on-year growth
in market share over the past few years.

During the reporting period, the operating revenue of high-end eco-friendly battery business amounted to
approximately RMB31,821 million, representing an increase of 12.29% year-on-year. As the Group’s key business,
high-end eco-friendly batteries have maintained the momentum of high-quality sustainable development.

In recent years, apart from establishing production bases and logistics systems in the eastern coastal areas of
China, the Group has also strategically deployed in Southwest China and utilized local raw material advantages
and logistics advantages to exert its influence in Yunnan, Guizhou, Guangxi, and other markets, as well as prepare
for the Southeast Asian market. During the reporting period, Tianneng Guizhou Taijiang Base (Phase Il) was put into
operation, which marked another milestone in the rapid development of Taijiang company.

e oAl
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Tianneng Green Intelligent Manufacturing Factory
1. Two-wheeled and three-wheeled electric vehicles battery

Lead batteries are currently one of the most commonly used batteries for two-wheeled and three-wheeled

electric vehicles such as electric bicycles, tricycles, light motorcycles, and scooters, with primary application

to the power systems of vehicles for daily commuting, logistics and express delivery. Thanks to their safety,

stability, and good cost-effective performance as well as the rigidity of demand, lead batteries have grown into

essential consumer goods for commuting among the Chinese public with a huge market size. In recent years,

» the thriving new economy has driven the demand for two-wheeled and three-wheeled electric vehicles in short-

’ distance delivery and express delivery. Meanwhile, the COVID-19 pandemic has propelled the transformation

/ to the “one person one vehicle” commuting mode for end consumers. Thus, the market of two-wheeled and
three-wheeled electric vehicles has embraced another peak in its growth.

]
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MANAGEMENT DISCUSSION AND ANALYSIS

According to the White Paper for the Development of the Chinese Two-wheeled Electric Vehicles Industry (2021)
(PEES) —tmETEEE R E(2021))) published by EVTank, a research institute, a total of 48.34 million
two-wheeled electric vehicles were produced in 2020, representing a year-on-year increase of approximately
27.22%. Given the aggregate ownership of 340 million vehicles, approximately every four Chinese people
own a two-wheeled electric vehicle. Due to the frequent daily use of the consumers, lead batteries need
replacement every 0.5 o 3 years, generating an even greater replacement demand from a massive base of
individual consumers.

The Company has established a wide range of deep-rooted sales and after-sales service channels. Following
years of development and accumulation, the Company has built an integrated marketing and after-sales
network of over 3,000 distributors that covers extensive end markets. In recent years, the Company has been
engaged in an ongoing digital transformation of its sales network. Tianneng has launched the Tabor Cloud (Z=
8%5), a digital tool to help its distributors to know about the latest market supply and demand situation and to
grasp market growth points immediately. Distributors’ capabilities of business operation have been sharpened
and refined.

On 15 April 2019, China formally implemented the Safety Technical Specifications for Electric Bicycles GB17761-
2018 as the new national standard (the “New National Standard”), which specifies such standards as the
weight and maximum hourly speed for electric bicycles. The implementation of the New National Standard has
promoted the healthy growth of the light electric vehicles market and fostered the elimination of the outdated
production capacity of the industry.

Amidst the healthy industry development, the Company continued to enhance its R&D and product quality,
launched a product series that fully met the requirements of the New National Standard, and provided better
services combined with digital experience, improving its leading position. During the reporting period, the
Company presented its Nano-Carbon Crystal vehicle batteries that pioneered the industry with its application
of the new materials, namely nano carbon alloy and lanthanum crystal alloy, as well as the cutting-edge
technology of 720° 3D mixed paste (37§28 ). The new product has addressed the issues of lead batteries in
respect of anode and cathode additives. The Company also launched the T9-MAX electric graphene battery
equipped with the durable technology in a warranty of up to 24 months, which provides a quick charge of more
than 85% within an hour so as to satisfy the consumers’ demand for endurance, high qualty, and sound pricing.

T9-MAX Electric Graphene Battery using durable technology

TIANNENG POWER INTERNATIONAL LIMITED
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As of the present, the Company has developed two brands of “Tianneng” and “Huiyuan”, and a series of
products such as Electric Graphene (12 A £4%), Nano Carbon Crystal (49K%% &), King Kong (& l), New
Black Gold (B %), Longevity King (x5 T), Long Mileage King (K #F) and Big Black Bull (X £4F), catering
to the demands from various market segments.

AHEERIM

]

sgmes N7

§-OTF-J1 B

6-DIF-20
it iiried

Two-wheeled and three-wheeled electric vehicles battery
series meet the needs of diversified segments

2. Start-stop batteries

Start-stop batteries are applied to the ignition and lighting of automobiles, motorcycles, vessels, and internal
combustion engines. Capable of effectively reducing emissions, the start-stop system is an energy-saving and
emissions-reducing technology that has been growing rapidly in recent years. The system has marked an
uptick in its penetration rate since 2016. According to the China Industry Information Network, China reached
a 70% market penetration for its automobile start-stop batteries in 2020. Lead batteries have become the
mainstream batteries in automobile tstart-stop systems, due to safety, cost-effective performance, and wide
temperature range. The start-stop battery business is one of the key industries developed by the Company on
the basis of consolidating its leading position in lead motive batteries.

Based on different customers segments, the market of start-stop batteries can be divided into new car and
stock replacement markets. Automobile start-stop batteries have an average operating life of three to five years,
with approximately a fifth of operating vehicles in need of battery replacement each year. During the reporting
period, based on optimizing and integrating the existing sales network and consolidating and deepening the
stock replacement market, the Company has made breakthroughs in the new car market. The Company has
realized volume shipment to Jiangling Motors, Sinotruk, and Cowin Auto; in addition, the Company has met
the standard of OEM factories for passenger vehicles and has been in contact with many OEMs. During the
reporting period, Tianneng also set up an overseas sales team for automobile batteries to expand overseas
channels by taking advantage of the Company’s strength in the new car market and brand recognition.
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In June 2021, Tianneng held a press conference on its strategies for new automobile start-stop batteries. At the
press conference, Tianneng presented a new concept, “Replacement and Upgrade Deliver Greater Durability
than Original Installations”, to upgrade the brand; at the same time, it released five new product series,
including the superior start battery series of Classic, Premium, Selection, and the start-stop battery series of
AGM and EFB, to build a complete spectrum for vehicle battery products.

Looking forward, Tianneng’s automobile start-stop batteries will leverage the Group’s brand merits and
technology accumulation to keep exploring its market potential.

BIREERR VY IREZEEMiIE
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Tianneng start-stop batteries product series

Energy storage batteries and backup batteries

Energy storage batteries are mainly used in solar and wind power generation equipment as well as other
electric equipment. Backup batteries are mainly used for communication backup, continuous power supply
system, emergency lighting and other backup purposes. Energy storage batteries and backup batteries have a
replacement cycle of roughly 5 to 8 years.

TIANNENG POWER INTERNATIONAL LIMITED
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Since 2021, the state authorities has introduced a raft of policies to accelerate the development of the energy
storage industry. In June 2021, the National Energy Administration issued the “Notice on Submitting the Pilot
Program of Roof Distributed Photovoltaic Development in the Whole County (City, District)” ( B8R X &8 (T
&) EIE DM RF R E B 5 /B %N)), and implemented the development of the distributed phoptovoltaic
rootop throughout the country. In July 2021, the National Development and Reform Commission ("NDRC”) and
the National Energy Administration jointly issued the “Guiding Opinions on Accelerating the Development of
New Energy Storage” (AR INIRHEBNFIEL FEEEZERAVIEE E R.)), which set out that new energy storage
shall evolve from initial commercialization to large-scale utilization with the installed capacity of new energy
storage technology to surpass 30GW by 2025. Moreover in July 2021, the NDRC issued the “Notice on Further
Improving the Mechanism of Electricity Pricing Based on Time Slots” (B8 A3 — 55 & 0 B BB H @A),
which would further widen the peak-trough price difference, so as to provide space for the realization of the
commercial value of energy storage facilities. The rollout of such policies has specified the unique position of
new energy storage, improved the pricing mechanism of new energy storage and provided better guidance for
users in peak-load shifting, and facilitated the consumption of new energy.

As a leader in the Chinese new energy industry, Tianneng has proactively explored the development of smart
energy storage, kept exploring cutting-edge technology, and developed systematic energy storage products
and solutions combining lead batteries and lithium-ion batteries. The High-performance Lead-carbon Battery
Industrialisation Demonstration Project (= M aEEn ik TAME /L &8 B) works on a new type of batteries
developed independently by Tianneng in line with leading international technical standards, with the product
extensively used in such fields as energy storage power stations and new energy hybrid vehicles. In December
2020, the high-performance lead-carbon battery won the China Industrial Award (4 B T % K %), the most
prestigious accolade in the Chinese industrial sector established by the State Council.

Owing to its years of deep engagement, Tianneng has been pushing for more application scenarios for
energy storage. For instance, Tianneng was involved in the 10kV Energy Storage Power Station in Zhicheng of
Changxing and the Project of 0.4kV Energy Storage Power Station in Da Mai Yuan Village, Huiping Township of
Quzhou amongst the first four projects on grid-side energy storage power stations in Zhejiang province. The
former is the first grid-side lead-carbon energy storage power station in China in cooperation with the State
Grid. Tianneng also managed to develop overseas a number of demonstration projects on energy storage,
such as the off-grid photovoltaic energy storage project in Africa (GEIN Yt A L BEARIE B ).

Lead batteries will have an impactful role to play in new energy storage, for their safety and reliability, low unit
energy cost and system cost, high recycling rate, and good adaptability to temperature changes.
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The high-performance lead-carbon battery energy storage project

Mini electric vehicle batteries

Mini electric vehicle batteries are the motive batteries for low-speed four-wheelers powered solely by electricity.
Such vehicles have a top speed ranging from 40 to 70 km/h with no more than four seats, and usually serve
as a substitute for short-distance commuting. Currently, such vehicles use lead batteries as one of the power
sources, with a battery replacement period of approximately 1to 5 years.

Mini electric vehicles are popular in rural areas, urban-rural integration areas as well as third and fourth-
tier cities in China with a relatively low per capita income, primarily because: 1) Cost-effective. The operating
cost is lower than that of other four-wheelers; 2) Cater to the demand. The cruising range of a mini electric
vehicle can generally cover the daily commuting of urban and rural residents, with a low speed limit which can
ensure the safety of elderly drivers; and 3) Convenient charging. Mini electric vehicles can be charged easily via
househould power, without installing special charging pile.

In June 2021, MIIT released the GB/T 28382 Pure Battery Electric Passenger Cars - Specifications (Draft for
Comment) ({4 & )3k A S TS ) (K E B F5)) (the “Draft”). Mini electric vehicles serve as a sub-category
of pure electric passenger vehicles under the name of Mini Low-speed Passenger Vehicles Powered Solely by
Electricity in the Draft. In the meantime, such vehicles are also specified with relevant technical specifications
and experimental approaches that correspond to their low-speed, miniature and lightweight characteristics in
the Draft. MIIT commenced to amend the standard of the GB/T 28382 Pure Battery Electric Passenger Cars —
Specifications, which helped to accelerate the well-regulated management of the industry, facilitated the orderly
development of such industry norms, ensured that people’s demands for safe travel is met, and provided a
tremendous boost to the quick expansion of the mini electric vehicles market.

Sustaining its market leadership in mini electric vehicle batteries, the Company offers motive battery solutions

and technical support to key clients such as Haiquan (&%), Honri (3§ H) and Jinpeng (& ). The Company
also continues to exploit replacement market and expand its market share.
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5. Special electric vehicle batteries

Special electric vehicle batteries are mainly used in freight equipment such as electric forklifts, electric stackers
and electric lift trucks as well as in engineering machinery such as excavators. Those batteries are also used in
other special electric vehicles such as electric tour buses, electric cleaning vehicles, electric patrol vehicles and
golf carts.

Deeply rooted in the field of forklift batteries for years, Tianneng has been engaging itself in R&D with a stream
of technological innovation achievements. The Company has obtained such core patents as “An Enclosed
Battery Formation Process for Tubular Lead Batteries”, which have been well-received amongst mainstream
enterprises from home and abroad, such as Hangcha Group (171 X £ &), Anhui Heli (Z&& 77), KION Baoli
(51 58) and Lonking (#E ), with products sold to a number of overseas countries. The Company provides
battery solutions including lead batteries, lithium-ion batteries, and hydrogen fuel cells and has become the
second largest domestic brand in the field of forklift batteries.

Attributed to the advanced innovation platform and strong scientific research team, Tianneng insists on
developing new products for the needs of customers and forms seven product series with different performance
characteristics to secure safe and reliable green energy supply for all kinds of scenarios. In February 2022,
shuttle buses equipped with Tianneng special electric vehicle batteries provided smooth and convenient
commuting services for athletes and staff across the Beijing Winter Olympics venues.

Shuttle buses equipped with Tianneng special electric vehicle
batteries in 2022 Beijing Winter Olympic Games
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New energy batteries

The Company’s new energy battery business mainly focuses on lithium-ion batteries, and also includes the
production and R&D of next-generation battery products such as fuel cells. The application fields of new energy
battery business are principally divided into two categories: motive field and non-motive field. The application fields
for the motive category include two-wheeled and three-wheeled electric vehicles, electric passenger vehicles, electric
commercial vehicles and special electric vehicles, while the application fields for the non-motive category include
energy storage products and consumer electronic products.

During the reporting period, the Group’s new energy battery business recorded an operating revenue of
approximately RMB987 million, representing a year-on-year decrease of 6.82%. As a major strategic segment of
the Group, new energy batteries, together with high-end eco-friendly batteries, form the Dual Drive Strategy of the
Group.

1.  Lithium-ion batteries

In November 2019, Tianneng formed a joint venture,Tianneng SAFT Energy Joint Stock Company*(KBERT1&
1FeLRR D BBRAT]) (‘Tianneng SAFT”), with SAFT, a subsidiary of the French company Total S.A., a Global
500 enterprise, to focus on the development, manufacture and sale of advanced lithium-ion batteries for
Chinese and global markets. Tianneng SAFT is mainly engaged in design, development, production and sale of
cylindrical batteries, pouch shell batteries, prismatic batteries, and the lithium-ion battery management system
(“BMS”). The products are widely used in two-wheeled and three-wheeled electric vehicles, energy storage,
new energy vehicles, electronic appliances, communications equipment, and special industries.

The Group has successively introduced domestic and international first-class automated production equipment
and technologies, and the R&D of lithium-ion battery products and production capacity construction projects
has been progressing smoothly. In August 2021, Tianneng Share, a holding subsidiary of the Company,
announced that it planned to invest approximately RMB3.97 billion to build a T0GWh lithium-ion battery
capacity. The project is located in the South Taihu New District, Huzhou, covering a total area of 442 Mu. The
first-phase production capacity is planned to be 3GWh, while the second-phase production capacity is planned
to be 7GWh. The implementation of this project will facilitate the Company’s production capacity planning for
lithium-ion iron phosphate (LFP) batteries, thereby increasing the Company’s market share and competitiveness.

TIANNENG POWER INTERNATIONAL LIMITED
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The Group has adhered to independent innovation and took the lead in applying the leading Chinese and
French technologies to material systems, production processes and R&D for new products. In terms of material
systems, Tianneng has successfully developed the Balance Tech (###%) series of lithium-ion manganese iron
phosphate (LMFP) batteries, forming a diversified material system consisting of NCM, lithium-ion manganese
iron phosphate (LMFP), and lithium-ion iron phosphate (LFP). Tianneng also possessed the application
technology of advanced materials such as silicon carbon and graphene, satisfying different lithium-ion battery
application scenarios and the needs from users of different sectors.

Tianneng SAFT's automated production line for lithium-ion battery

In terms of the product safety systems, Tianneng valued quality and successfully delivered high-energy batteries
to SAFT, the batteries of which will be used to power satellites. Meanwhile, in order to maintain a good after-
sales safety maintenance service, Tianneng has independently developed a smart detection software for

lithium-ion batteries, “Tianneng SAFT Service” (R8ERTAR), to help users understand the condition of lithium-ion
batteries instantly.
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In the R&D of new products, Tianneng has successfully developed and supplied 180Ah and 280Ah air-cooled
energy storage pack and liquid-cooled energy storage pack in bulk, which not only meet the needs of large-
scale energy storage industrial and commercial systems on the power generation side and grid side, but also
meet the needs of household users. Tianneng has also rolled out a number of portable power stations targeting
to personal users, which cater to outdoor electricity access as well as various scenarios at work and in daily life
that require emergency power supply. In the energy storage industry chain, the Group’s planning has covered
the manufacture of energy storage cells, energy storage packs, storage cabinets, energy storage containers,
energy storage BMS and EMS systems, and has formed a closed-loop industrial chain including lithium-ion
battery recycling.

Tianneng successfully developed and supplied 180Ah and 280Ah air-cooled
and liquid-cooled energy storage pack in bulk

In the field of application, Tianneng has formed a rich product line comprising electric vehicle lithium-ion
batteries, energy storage lithium-ion batteries, light motive lithium-ion batteries, high-charge-rate electric
tool batteries, etc., to meet the needs of new markets and overseas markets. Tianneng has formed strategic
partnerships with new energy vehicle manufacturers, such as Haiquan (%), Jinzhi (£ %0, etc., to supply
lithium-ion power battery products for them, and is expanding its market to high-speed passenger vehicles.
In terms of smart grid, Tianneng has reached strategic cooperations with Huaneng (Zhejiang) Energy
Development Co., Ltd. and Datang Shandong Power Generation Co., Ltd., starting the collaboration in the field
of new energy and smart grid. In terms of light motive lithium-ion batteries, Tianneng launched Balance Tech
(#7181, Black Bull (B4F), M and other series of products, and also launched a one-stop batteries sharing
and leasing platform “Tianneng Smart Commute” (XEE%1T) to provide marketing channels, individual users
and operators with batteries leasing, sales, tracking, and other services. Regarding consumable lithium-ion
batteries, Tianneng has its products extensively used in perambulators, toys, electric instruments and electronic

media due to their superb functionality and quality.
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Fuel cells

Since 2017, Tianneng has been engaged in the R&D of multiple key materials and stacks on fuel cells. To
speedily promote the industrialisation of its fuel cell technology, the Group established Zhejiang Tianneng
Hydrogen Energy Technology Co., Ltd. (4T X e & LR EHE AR 2 7)) in February 2021.

Tianneng has built an R&D team that comprises academician advisors, experts under national talent
infroduction schemes and seasoned industry specialists. Furnished with well-equipped specialised laboratories,
the Company has engaged in the preparation of relevant industry standards as a member of the National
Industry Standard Committee (BIZX772124EZ& B €). Tianneng persists on scientific and technological
innovation, has independently developed 30kW, 40kW, 60kW, 80kW graphite plate stacks and 100kW high-
power metal plate stacks, and is also involved in independent R&D of core components such as Membrane
Electrode Assembly (MEA) and catalysts. Because of its leading practice in the R&D, production and application
of fuel cells, Tianneng won the 2021 Outstanding Contribution Award for Localization of Chinese Hydrogen
Power Industry Chain (2021 FEH B BEXEFEEFEEZE) and 2021 Fuel Cell Stack Technology
Contribution Award (20214F [£ A} T #E 52 1l & B £%) from GGl Hydrogen Power.

In 2021, Tianneng has expedited the market-oriented application of its fuel cells and can provide customized
fuel cell system solutions according to specific application scenarios. During the China North International
Bicycle & E-Bike Exhibition in March 2021, Tianneng formally launched hydrogen-powered electric bicycles. In
April 2021, the high-performance hydro-cooled stack products independently developed by Tianneng started
to fit into the tour buses of DR Powertrain, and commenced demonstration operation in the Jiaxing bases. In
September 2021, Tianneng signed a strategic cooperation agreement with Xuzhou Xugong Special Construction
Machinery Co., Ltd. (fR)iR TEE TI2H#4% B BR 2 7)), and Tianneng's new hydrogen fuel cell system for
forklifts was officially released.
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Hydrogen-powered electric bicycles Liding series hydrogen fuel cell battery system for forklifts
launched by Tianneng released by Tianneng

In 2021, Tianneng also made breakthroughs in the R&D and application of high-power fuel cells. The 150kW fuel
cell module independently developed by Tianneng has successfully passed the mandatory inspection of the
National Product Quality Inspection and Testing Center for Motor Vehicle (B8 5% # &) =5 2 &b & £ 4 52 1608 L),
and can provide mature high-power fuel cell module products for application scenarios such as large buses,
heavy-duty trucks, and logistics vehicles. Nanjing Jinlong Passenger Buses and Geely Passenger Buses installed
with Tianneng’s hydrogen fuel cell battery system have been listed in the Road Motor Vehicle Manufacturers
and Products ({38 F& 1 B) B 8 4 2 10 5 K E 5 ) by MIIT, which marks the successful commercialization of the
Company’s hydrogen fuel cell batteries.

Geely Urban Passenger Bus installed with Tianneng’s
hydrogen fuel cell battery system on service
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Ill. Renewable new materials

Tianneng is one of the first enterprises to enter the renewable new materials industry. In terms of the renewable new
materials segement, the Company, based on the Extended Producer Responsibility Scheme (4 ZE# & TEHHIE),
has developd the recycling business of used lead battery and lithium-ion battery apart from the main business, forming
a closed-loop for the full life cycle of batteries; in tandem with that, the Company is also actively exploring other green
recycling businesses including solid waste and hazardous waste disposal. It extended the upstream and downstream
industrial chains and increased its influence in the subdivision fields such as carbon and modified plastics. With over ten
years of technology accumulation and scientific operations, the renewable new material business segment has become
one of the three major businesses of the Company, occupying an important position in its future development plan. During
the reporting period, the Group recorded an operating revenue of approximately RMB2,678 miillion in its renewable new
materials business, representing a year-on-year increase of 121.8%.

In recent years, the Chinese government paid extra attention to developing its circular economy and successively drafted
or issued laws and regulations such as the “Notice of the General Office of the State Council on Issuing the Implementation
Plan for Extended Producer Responsibility” ((BI#5Fe it~ B2 BAR EN 2% 4 2 5 AT HIE #7775 A0 AD)) and the
“Interim Measures for the Management of the Recycling and Utilisation of Lead Batteries (Draft for Comments)” (#4&E
R AE IR E THE ) (K E R g)), with a view to setting out detailed provisions on the recycling and disposal
processes of used batteries, establishing an Extended Producer Responsibility scheme for products such as lead batteries
and vehicle motive batteries. The objective is for China to reach a recycling rate of over 70% of its lead batteries by the end of
2025. At present, under its laws, China strictly prohibits entities without licences or not in compliance with the requirements
of the licences from engaging in operations regarding the collection, storage, utilisation and disposal of hazardous wastes.
In the future, the recycling industry will receive growing support for its sound and orderly development, phasing out outdated
and substandard production capacity.

At the same time, the recycling of used power batteries is on the climb. The number of new energy vehicles in China is
growing rapidly, and the number of used motive batteries is also increasing gradually. A huge number of used motive
batteries contain scarce resources such as nickel, cobalt, manganese, and lithium-ion. In order to improve the level
of comprehensive utilization of resources and strengthen traceability supervision and recycling, the MIIT issued and
implemented a series of policies such as the “Interim Measures for the Administration of Recycling and Utilization of
Motive Batteries for New Energy Vehicles” (¥Tae/R/TE &) HE BB A EIRETTHE) and the “Measures for the
Administration of Echelon Utilization of Moitive Batteries for New Energy Vehicles” (£ 858 /T BB 8) 1 & Bt K FI| A E 12
##%). The recycling of used motive batteries and the lifefime management of automobiles are lifecycle in the six key actions
under the “14th Five-Year” Plan for the Circular Economy Development issued by the NDRC. Therefore, it is imperative to
recycle used mofive batteries from both an environmental protection perspective and an economical perspective.

At the end of 2021, there were favorable policies for the renewable resources industry. After two consecutive years of
proposal made by Mr. Zhang Tianren, a representative of the National People’s Congress and the chairman of the Group,
the Ministry of Finance and the State Taxation Administration issued the “Announcement on Improving the Value-Added
:' Tax Policy for Comprehensive Ufilization of Resources” (78 7t & & IRAR & H IS BB H) A F) (the “Announcement’)
= which fook effect from 1 March 2022. The Announcement stated that general taxpayers of value-added tax engaged in the
recycling of renewable resources can choose the simplified tax calculation method and are taxed at the rate of 3% when
selling the renewable resources acquired by them. The tax rebate rate for the comprehensively utilized resources named
“used batteries and their dismantled materials” would increase from 30% to 50%. Under the coordination of the financial

and tax systems, a fair and sustainable operating environment would be created for future renewable resources industry.
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By far, Tianneng has built three internationally advanced industrial parks for circular economy, and obtained the
qualifications for launching pilot recycling projects in 15 provinces where used battery resources are relatively
concentrated. Tianneng also continues to identify potential locations for the construction of industrial parks for
circular economy. In August 2021, a foundation stone laying ceremony was held for a comprehensive utilization
project handling 250,000 tons of resources in Shuyang, Jiangsu Province. This is the fourth industrial park for circular
economy built by Tianneng in the country after landing in Zhejiang, Anhui and Henan.

Tianneng Circular Economy Industrial Park
in Anhui Province

For the recycling of lead batteries, the Company can process 700,000 tons of used batteries each year and reach a
metal recycling rate of more than 99% for used batteries, a 99% recycling rate for plastics and a 100% recycling rate
for residual acids. The Company has also made significant progress in lithium-ion battery recycling. The Company
currently has deployed a capacity of 7,000 tons for the disposal of lithium-ion batteries. Zhejiang Tianneng New
Materials Co., Ltd., a subsidiary of the Company, has twice been included in the enterprise list of “Standards and
Conditions for the Comprehensive Utilisation of Waste Power Batteries for New Energy Vehicles” ((¥T8E)R ) TEHREE
) HEAERE FIBITEREIE)), issued by MIIT, and has become an enterprise with dual white lists for recycling
and echelon utilisation in the motive battery recycling industry. Regarding the technology for recycling lithium-
ion batteries, Tianneng has applied for 27 relevant patents, and led or participated in establishing 40 national
standards. In June 2021, the Joint Innovation Laboratory for the Disassembly and Resource Utilisation of Retired
Lithium-ion Batteries (:R % $25E T B 0 F AR & JR(C N AR EE S BI¥TE B =) of Tianneng was included in the list
of the second batch of recognised joint innovation laboratories under the China Technology Innovation Strategic
Alliance for Resources Recycling Industry (CIAR) (Bl 5 4 & R & S5 B i 813 B ES B BR). In August 2021, Tianneng's
key technologies for the green and efficient recycling and processing of retired power batteries were included on
the 2021 Zhejiang Provincial Key Technology Innovation Project Plan announced by the Economy and Information
Technology Department of Zhejiang province.

TIANNENG POWER INTERNATIONAL LIMITED
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In terms of channels, the Company relied on the huge network of terminal sales stores in China to expand
the recycling channels, and explored the existing recycling network resources in various places, forming close
cooperation; it also utilized the internet and operated the country’s largest used battery App “Tianneng Recycling
Cloud (R#E[EIUEE)" to form an “After-sales Plus” service model. Tianneng also established a strategic partnership
with “Aihuishou” (E [E1145), a well-known online recycling platform for digital products in China. The two parties not
only cooperated closely in the field of digital battery recycling, but also cooperated in the recycling and dismantling
business of new energy vehicles and expanded their cooperation to motive battery recycling.

The Group will continue to develop the recyclable new material industry, deepen the development of lead battery
and lithium-ion battery recycling technology, increase recycling capacity and expand recycling channels, as well as
extend to subdivision fields and upstream and downstream of the industrial chain and progress steadily towards the
goal of setting up large circular industry clusters.

IV. Opening Up Industry Chain, Driving Global Development and Creating a New
Growth Engine

Under the background of the “Carbon Peaking” and “Carbon Neutrality” goal, Tianneng continuously facilitates the
“three-chain integration” — supply chain, industrial chain and value chain - to cultivate new development momentum.

The Company established the Tianchang Supply Chain (K54 /&%) as a subsidiary to coordinate and arrange
supply chain transportation resources. Meanwhile, the Company made efforts to build a platform for smart supply
chain services and to offer clients with integrated service solutions to supply chains that cover a range of functions,
such as logistics, warehousing and finance. In 2021, the Tianchang Supply Chain added a shipping module named
Smart Shipping (#i/)\%), indicating that Tianneng completed a new round of digital upgrade for its multimodal
transport system that integrated road, railway and water transport.

Moreover, Tianneng set up its subsidiary for intelligent equipment manufacturing. It has achieved independent R&D,
manufacturing, assembly and sales of precision equipment, which ramped up the precision and quality of moulds
and their manufacturing components during battery production, and achieved the precision manufacturing in battery
production.

In the trading of new energy materials, our business focuses on the raw materials of non-ferrous metals such as lead
and zinc, as we further grasp market information, boost the Company’s market clout and actively build an Integrated
Service Platform for Non-ferrous Metal (5 & & & 47 & AR#%5F &), in an effort to become an impactful service provider
of non-ferrous metal system integration in the industry.

For overseas business, the Group has fully investigated the market potential in regions such as Southeast Asia, South
Asiq, Europe, Middle East, and Africa. The Group has established sales networks in Vietnam, India, Africa, and other
countries and regions to develop the overseas clientele to further explore new markets and spaces.
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PROSPECTS

In the future, Tianneng, based on its positioning as a green energy solutions provider, will continue to deploy in-depth
application scenarios such as micro-mobility, passenger vehicles, commercial vehicles, smart energy storage, and
recycling, providing systematic green energy solutions with multi-technology and multi-product.

The Company will steadily widen the application fields of lead batteries, expand segments such as start-stop and smart
energy storage on the basis of consolidating its leading position in lead motive batteries, and strive to develop its business
in China and overseas. Regarding the technology, Tianneng will speed up the R&D and industrialisation of the technology
of high-energy lead batteries, such as lead-carbon and pure lead batteries, and gradually develop into a global leader in
lead batteries, a pioneer in advanced high-energy lead batteries and a maker of international standards.

The Company will continue to vigorously develop lithium-ion batteries and strengthen its presence, making the new
energy battery business as one of the Company’s core businesses. The Company will continue to enhance its production
capacity through the “High-Energy Motive Lithium-ion Battery and PACK Project” and “Annual Output of 10GWh
Lithium-ion Battery Project for the Base in South Taihu New District, Huzhou”. Relying on the advantages of brands and
channels established in the domestic and international market, the Company will capture the lithium-ion motive battery
market for light electric vehicles with mature technology and operating system, and gradually deploy new energy vehicles,
smart energy storage, backup batteries, and other application fields. Meanwhile, the Company will actively attract the R&D
talents in fields of new battery technology such as fuel cells. It has commenced the R&D of projects for fuel cells, including
Fuel Cell Metal Plate Reactors ($AFIE & BAREH#E) and Development of High-Power Graphite Plate Reactors for
Commercial Vehicles (7% 3 &8 F AT % A 4R B 8 7 2) to accelerate the implementation of fuel cell industrialization.

The Company will adhere to the concept of green and sustainable development and integrate the recycling of lead and
lithium-ion batteries that combined with the disposal and resource utilisation of solid wastes from urban life, industry, and
rural areas, sparing no effort to build a green sustainable system for the new materials industry.

The Company will adhere to the new development concept of innovation and reform, and comprehensively create new
economic growth drivers in a customer-centric and market-oriented approach, laying a solid foundation for a new round
of high-quality sustainable development.

Management Analysis
Gross profit

The Group’s gross profit decreased by approximately 15.86% to approximately RMB4,621 million in 2021 from RMBS5,492
million in 2020, which was attributable to the increase in sales volume but fall in gross profit margin of batteries. The
overall gross profit margin decreased by 4.86 percentage points to 5.40% from 10.26% in 2020. Among them, gross profit
margin of manufacturing segment was 12.05%, representing a decrease of 5.03 percentage points when compared with
2020. This was mainly attributable to the increase in raw material cost without corresponding increase in the product sales
price.
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Other income

Other income of the Group increased by approximately 65.15% from approximately RMB530 million in 2020 to
approximately RMB876 million in 2021. The increase was mainly attributable to the increase in government grants. Interest
income increased from approximately RMB138 million in 2020 to approximately RMB218 million in 2021. The increase was
mainly attributable to optimised fund allocation and increase in interest income from deposit.

Selling and distribution costs

Selling and distribution costs of the Group increased by approximately 10.62% from approximately RMB938 million in 2020
to approximately RMB1,037 million in 2021. The increase in selling and distribution costs was mainly due to the increase in
transportation fees.

Administrative expenses

Administrative expenses increased by approximately 25.05% from approximately RMB791 million in 2020 to approximately
RMB989 million in 2021. Such increase was mainly due to the increase in staff cost and consultancy expenses.

Finance costs

Finance costs increased by approximately 19.78% from approximately RMB212 million in 2020 to approximately RMB254
million in 2021, which was mainly due to the increase in loan size during the year.

Taxation

Tax charges of the Group decreased by approximately 35.81% from approximately RMB445 million in 2020 to
approximately RMB286 million in 2021, which was mainly due to the decrease in profit during the year.

Liquidity and Financial Resources

The net cash from operating activities for the year of 2021 was approximately RMB2,107 million (2020: RMB2,102 million).
In this year, the Group had a better profit and strengthened the management of prepayments and account payables
enabling the overall cash flow of operating activities to maintain at a good level.

As at 31 December 2021, the bank balances and cash (including pledged bank deposits) of the Group was approximately

RMBT11,640 million (31 December 2020: approximately RMB5,759 million). As at 31 December 2021, the Group obtained

undrawn banks facilities of approximately RMB7,859 million (31 December 2020: approximately RMB8,985 miillion). The

bank balances and cash (including pledged bank deposits) of approximately RMB11,427 million, RMB17.60 million, RMB195

million and RMBO.6 million were denominated in Renminbi, Hong Kong Dollars, US Dollars and Euros respectively. As the

bank balances in Hong Kong Dollars, US Dollars and Euros collectively accounted for approximately 1.83% of the total
a@lanc'es, the Group’s relevant exchange risk is low.

j ~ As at 31 December 2021, the net current assets of the Group were approximately RMB7,799 million (31 December 2020:
~ net current assets of approximately RMB3,242 million). The increase was primarily attributable to the increase in financial
instruments held for sale and bank deposits of the Company, and that the Company was able to control the level of its
liabilities and financial risks.

]
:-‘
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As at 31 December 2021, the interest bearing loans of the Group with maturity of within one year totally amounted to
approximately RMB2,875 million (31 December 2020: approximately RMB919 million). The interest bearing loans of the
Group with maturity of more than one year amounted to approximately RMB1,409 million (31 December 2020: RMB719
million). The interest bearing loans of RMB2,551 million (31 December 2020: approximately RMB1,543 million) carried fixed
and variable interest rates ranging from 2.23% to 7.36% (2020: 2.23% to 4.79%) per annum. Loans dominated in U.S.
dollar and Hong Kong dollar were equivalent to loans denominated in Renminbi of approximately RMB1.332 billion, which
carried fixed and variable interest rates ranging from 1.09% to 1.71%. The Company will closely monitor the changes in
interest rate and assess the interest rate risk.

The obijective 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 2021, the total assets of the Group were approximately RMB32,739 million, representing an increase
of 41.11% as compared to approximately RMB23,200 million as at 31 December 2020. Among them, non-current assets
increased by approximately 28.25% to approximately RMB9,652 million and current assets increased by approximately
47.29% to approximately RMB23,087 million. The major reason for the increase of non-current assets was due to the
capital expenditure on production plants and equipment upgrading. The increase in current assets was mainly attributable
to the increase in financial instruments held for sale, receivables and bank deposits.

Liabilities

As at 31 December 2021, the total liabilities of the Group were approximately RMB17,362 million, representing an increase
of approximately 26.35% as compared to approximately RMB13,741 million as at 31 December 2020. Among them, non-
current liabilities increased by approximately 58.49% to approximately RMB2,074 million, mainly due to the increase in
long-term interest bearing borrowings; current liabilities increased by approximately 22.97% to approximately RMB15,288
million, mainly due to the increase in bill payables, account payables and short-term borrowings.

Analysis by Key Financial KPIs

Profitability:

2021 2020
Return on equity 12.49% 29.91%
Gross profit margin 5.40% 10.26%
- Trading 0.11% 0.19%
- Sales of batteries and battery related sales 12.05% 17.08%
Net profit margin 1.81% 4.68%

The overall gross profit margin in 2021 decreased compared to 2020 due to the increase of trading business, as well as
the increase in the price of raw materials prices for lead-acid battery without corresponding increase in the product sales
price.
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Liquidity:

2021 2020
Current ratio 1.51 1.26
Quick ratio 1.22 0.90

Both the ratios above in 2021 increased when compared with those in 2020, mainly due to a higher increase of current
assets as compared to that of the current liabilities.

Operating Cycle:

2021 2020
Inventory turnover days 20 31
Account receivables turnover days 6 7
Account payables turnover days 12 17
Account receivables and bills turnover days 13 18
Account payables and bills turnover days 25 37

The inventory turnover days decreased by 11 days to 20 days in 2021 due to the enhancement of inventory management
in 2021. Account receivables turnover days decreased by 1 day from 2020 to 6 days in 2021 due to improved management
of account receivables in 2021. Account payables turnover days for 2021 decreased by 5 days to 12 days mainly due to
the decrease in account payables. Bills and account receivables turnover days decreased by 5 days, to 13 days. Bills and
account payables turnover days decreased by 12 days to 25 days due to the decrease in account payables.

Capital:

2021 2020
Net debt ratio -28.70% -29.79%
Interest coverage ratio (Note) 10.60 17.40

Note: EBITDA divided by total interest expenses
As the interest bearing debt (“Debt”) and the cash and bank balances as at 31 December 2021 were RMB4,284 million and

RMB8,697 million respectively, the net debt was RMB-4,413 million. The net debt ratio was basically the same as last year.
There was adequate total capital during the year.

\ ﬂaest coverage ratio is 10.60 times, and the ability to make interest payments remained strong.

)i
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Return of Shareholders:

2021 2020
Earning per share (Basic) (RMB) 1.15 2.20
Dividend per share (HK cent/share) 40 (Note) 40

Note: representing the dividend proposed by the Company’s board of directors (the"Board”) for 2021, which is subject to approval at the annual general
meeting.

Capital Expenditure

The capital expenditure in 2021 was approximately RMB2,356 million (2020: approximately RMB1,180 million). A majority of
expenditure was incurred in the lithium-ion battery segments, the start-stop battery segments and construction investment in
the recycling segments.

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 2021 was approximately RMB2,043 million (31 December 2020: approximately
RMB1,338 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 2021 was approximately 13.08% (31 December 2020: approximately 7.07%).

Exposure to Exchange Rate Fluctuation

As the Group’s operations were mainly conducted in China and the majority of businesses were transacted in Renminbi,
the Group has set up policies 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
and closely monitored the movement of foreign currency rates. 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 2021 (31 December 2020: Nil).
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Pledge of Assets

As at 31 December 2021, 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 RMB4,315 million (31 December 2020: RMB2,784 million).

Employee and Remuneration Policies

As at 31 December 2021, the Group employed a total of 25,618 employees (31 December 2020: 24,379 employees). Staff
costs excluding directors’ emoluments of the Group for the year of 2021 amounted to approximately RMB2,702 million
(2020: RMB2,259 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.

Significant Investments Held

Save as disclosed in Note 22 and Note 30 to the consolidated financial statements, there were no other significant
investments held by the Group as at 31 December 2021. Such investment refers to its increased holdings of those excellent
companies in the industry, reflecting its confidence in the prospect of the industry and the increase in corporate interest.

Financial assets at fair value through profit or loss
As at 31 December 2021, the Group’s financial assets at fair value through profit or loss mainly included unlisted financial

products purchased from commercial banks. The following table summarizes the Group’s financial assets at fair value
through profit or loss as at 31 December 2021:

ANNUAL REPORT 2021



MANAGEMENT DISCUSSION AND ANALYSIS

Percentage of

total assefs of

Investment cost/ ~ Fairvalueas ot Interest/dividend  the Company as at

Issuer Product Category Principal activities nominal value 31 December 2021 received 31 December 2021

(RMB'000) (RMB'000)

Bank of Jinhug Structured deposit Banking services 50,000.00 50,000.00 - 0.15%

Luso Infernational Banking Lid. Structured deposit Banking services 100,000.00 100,000.00 - 0.31%

Ping An Bank Co, Ltd. raised wealth management Banking services 130,000.00 130,000.00 - 0.40%
structured deposit

Shanghai Pudong Development Bank raised wealth management Banking services 180,000.00 180,000.00 - 0.55%
Co, ltd structured deposit

Shanghai Pudong Development Bank raised wealth management Banking services 80,000.00 80,000.00 - 0.24%
Co, Ltd structured deposit

Shanghai Pudong Development Bank ~ raised wealth management Banking services 50,000.00 50,000.00 - 0.15%
Co, Lid structured deposit

Ping An Bank Co, Ltd. Structured deposit Banking services 109,000.00 109,000.00 — 0.33%

Ping An Bank Co, Ltd. Structured deposit Banking services 22,000.00 22,000.00 - 0.07%

Bank of Ningbo Structured deposit Banking services 130,000.00 130,000.00 - 0.40%

China CITIC Bank raised wealth management Banking services 400,000.00 400,000.00 — 1.22%
structured deposit

Industril and Commercial Bank of raised wealth management Banking services 60,000.00 60,000.00 - 0.18%
China Limited structured deposit

Industricl and Commercial Bank of raised wealth management Banking services 100,000.00 100,000.00 - 0.31%
China Limited structured deposit

Industricl and Commercicl Bank of raised wealth management Banking services 60,000.00 60,000.00 — 0.18%
China Limited structured deposit

Bank of Shanghai Structured deposit Banking services 50,000.00 50,000.00 - 0.15%

Listed company Equity securities fisted in China 34,9420 39,609.54 0.12%

Listed company Equity securities listed in Hong Kong 17,887.95 39,485.68 0.12%

Material Acquisition and Disposal

On 18 January 2021, the shares of Tianneng Share were separately listed on the Science and Technology Innovation Board
of the Shanghai Stock Exchange (the “Separate Listing”). Pursuant to the Separate Listing, Tianneng Share issued a total of
116,600,000 A shares at an offer price of RMB41.79 per share to investors. Upon completion of the Separate Listing and the

new issue, the Group’s controlling interest in Tianneng Share was reduced from 98.33% to 86.53%.

Save as disclosed above, the Group has no material acquisition and disposal as at 31 December 2021.
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Purchase, Sale or Redemption of the Company’s Listed Shares

Please refer to the paragraph headed “Share Capital and Issue of Securities” as set out in the “Directors’ Report” section of
this annual report for the purchase, sale 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 traditional business such as the sale of e-bike battery may be under uncertainties if the consumer market
downturn exists. It is the reason that the Group started industry chain 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 notes 4 and 5 to the consolidated financial statements for other risks and uncertainties.

Future Development

For the Group’s future plans and development, please refer to the paragraph headed “Prospects” in the “Management
Discussion and Analysis” section of this annual report.

Closure of Register of Members

The register of members of the Company will be closed from Tuesday, 24 May 2022 to Friday, 27 May 2022 (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 54,
Hopewell Centre, 183 Queen’s Road East, Hong Kong, no later than 4:30 p.m. on Monday, 23 May 2022.

Further, the register of members of the Company will be closed from Monday, 6 June 2022 to Wednesday, 8 June
2022 (both days inclusive), during which period no transfer of the shares of the Company will be registered. 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 54, Hopewell
Centre, 183 Queen’s Road East, Hong Kong not later than 4:30 p.m. on Thursday, 2 June 2022. Subject to the approval of
the shareholders at the annual general meeting of the Company to be held on Friday, 27 May 2022, the proposed final
dividend is expected to be paid on or before Friday, 8 July 2022.
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Executive Directors

Dr. ZHANG Tianren
RAEE L

Aged 59, is the chairman (the “Chairman”) of the board of directors (the “Board”), president and founder
of our Group. Dr. ZHANG is responsible for our overall management and formulation of our business
strategies. Dr. ZHANG graduated from Zhejiang University with a master degree of management, and was
an honorary doctorate of the International American University (=B N1 BIFR K 22) and a visiting professor
of the Zhejiang Sci-tech University. Dr. ZHANG has 36 years of experience in technological R&D 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 Zhejiang Tianneng Battery Co., Ltd. (“Tianneng Battery”) since 2003. Dr. ZHANG
is currently the chairman of Tianneng Share, which is a listed company on the Science and Technology
Innovation Board of the Shanghai Stock Exchange.

In addition to his key position in our Group, Dr. ZHANG was also a member of the 12th and 13th National
People’s Congress, an executive committee member of All-China Federation of Industry and Commerce and
vice chairman of Zhejiang Federation of Industry and Commerce. Besides, he was a vice president of China
Electrical Equipment Industry Association, vice council chairman of China Battery Industry Association, a
member of China EV100, vice president of the National Technology and Equipment Industry Association (£
T B g 82 K), president of Battery Industry Association of Zhejiang Province and efc.

Dr. ZHANG was 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, the Person of the Year in the Chinese Market
Economy Award 2011, 2012 Bauhinia Cup Outstanding Entrepreneur, the 2012 Ernst & Young Entrepreneur
of the Year, 2014 Honorary Zhejiang Merchant and Distinguished Zhejiang Merchant (=2 —PU4F ¢ 48547
fE ~ B HT ), 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
REAR £

Aged 64, is our executive Director and vice-president and is responsible for our foreign trade and overseas
investment functions. 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 2003. Mr. ZHANG
attended the seminar of business management for senior president in Zhejiang University from September
2007 to December 2008. Mr. ZHANG is currently a director of Tianneng Share, which is a listed company
on the Science and Technology Innovation Board of the Shanghai Stock Exchange. Mr. ZHANG is a senior
economist and has experience in sales management, procurement management as well as trade and
investment. Mr. ZHANG is also an elder brother of Dr. ZHANG Tianren, chairman of our Board.
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Mr. SHI Borong
FHEEE

Aged 68, is our executive Director and vice president. 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 32 years of management experience in rechargeable
battery enterprises.

Mr. ZHANG Kaihong
REAALSEAE

Aged 64, is our executive Director, vice president and the chief expert of technical center.
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 Battery (Wuhu) Co., Ltd. (“Tianneng Wuhu”) in 2006.
From February 2014, Mr. ZHANG was appointed as a vice-president of national level
technology centre of the 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 35 years of experience in research and development,
quality control and corporate management of rechargeable battery products.

Mr. ZHOU lJianzhong
AP fE

Aged 51, is our executive Director and vice president. Mr. ZHOU is responsible for promoting the
development of strategic and emerging industries of our Group as well as assisting the president
in operations and management. Mr. ZHOU joined the Group in 1996 and has been the head of
market management section of Tianneng Battery, standing deputy general manager of Zhejiang
Changxing Tianneng Power Supply Co., Ltd. (“Tianneng Power Supply”)), standing deputy general
manager of Tianneng Battery, standing deputy general manager of Zhejiang Tianneng Energy
Technology Co., Ltd. (“Tianneng Energy Technology”), general manager of Zhejiang Tianneng Power
Energy Limited (“Tianneng Power Energy”) and general manager of Zhejiang Tianneng Electrical
Resources Limited (“Tianneng Electrical Resources”). He was appointed as vice-president of the
Group in 2011. Mr. ZHOU attended the seminar of business management for senior president in
Zheijiang University from September 2007 to December 2008, and attended the training program
for general managers in China Europe International Business School from July 2017 to March
2018. Mr. ZHOU is currently a director of Tianneng Share, which is a listed company on the Science
and Technology Innovation Board of the Shanghai Stock Exchange. He is a senior economist with
27 years of experience in the sales and management of rechargeable batteries and corporate
management.
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Independent Non-Executive Directors

Mr. HUANG Dongliang
BEERKAE

Aged 66, 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 was an independent director of
Zhejiang Medicine Co., Ltd. (I T E&E R 3 H R A 8 ) which is a listed company on Shanghai
Stock Exchange (Stock code: 600216.SH), until his retirement in June 2021. Mr. HUANG was an
independent director of Lander Sports Development Co., Lid. (A ZEE B EERMHBR AR,
which is a listed company on Shenzhen Stock Exchange in China (Stock code: 000558), until his
retirement in May 2018.

Mr. ZHANG Yong
wRELE

-, Aged 46, was appointed as an independent non-executive Director in August 2018. Mr. ZHANG
=g graduated from Fudan University, majoring in international finance and obtained a doctoral
o i degree in economics. Mr. ZHANG is currently a researcher of the Comprehensive Research
- Institute of Shanghai Free Trade Zone of Fudan University (B8 K& /88 B R4FA W
B ), a part-time professor of Nanjing University, a part-time tutor for postgraduate students
of Shanghai University of Finance and Economics and a visiting professor of Shanghai Lixin
University of Accounting and Finance (/87 {E &5t & & 26t ). Mr. ZHANG has been an
independent director of Changying Xinzhi Technology Co., Ltd. which is listed companies on the
Main Board of the Shenzhen Stock Exchange (Stock code: 002664.5Z) since October 2019. He
has been an independent director of Haima Automobile Co., Itd., which is listed companies on
the Main Board of the Shenzhen Stock Exchange (Stock code: 000572.5Z) since May 2021. He
has been an independent director of Shanghai Taihe Water Technology Development Co., Ltd.
which is a listed companies on the Main Board of the Shanghai Stock Exchange (Stock code:
605081.SH) since April 2021. He has been an independent director of Shanghai Lingang Holdings

CO.LTD. which is a listed companies on the Main Board of the Shanghai Stock Exchange (Stock

code: 600848.SH) since September 2021.

Mr. XIAO Gang

Aged 60, graduated from the Department of Chemistry of Danmarks Tekniske Universitet (F25
T KE£2) and the winner of the Chinese Government Friendship Award (BT & 52 22). He
was accredited as a National Distinguished Expert (BIZ4FE2E %), a fellow of The Royal Society
of Chemistry (2B 22X {t 2 =) and an expert of the China Council for International Investment
Promotion (7 SIREBRER).
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Mr. ZHAO Haimin
HEsLE

Aged 57, is the vice-president of the Group. Mr. ZHAQ is responsible for managing the research centre
as well as the information technology commission of the Group. Mr. ZHAO joined us in 2004 as an
assistant to the general manager and deputy general manager, etc. of Tianneng Battery. Mr. ZHAO
was responsible for after-sales 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
aftersale informationalization and the introduction of overseas high-end talents under the national
“Thousand Talents Program” (B4ZXF A) in respect of the field of new energy. Mr. ZHAO graduated
from Bengbu Industrial Technology Institute (#53& T £ 17 224%), majoring in textile. Later, he aftended
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 professorate senior engineer.
He has extensive knowledge in non-woven fabrics and battery separators. Prior o joining us, Mr.
ZHAO was an assistant to the general manager in Huzhou KINGSAFE Group Co., Ltd. (#3)1 & = 2%

£ ) and was responsible for the management of technology, production and sales.

Ms. WANG Jing
B Regun

Aged 58, 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 39 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 to joining
us, Ms. WANG worked in Zhejiang Leomax Cement Company Limited (31)T =7k BR A
Al), Huzhou Kingsafe Group (81 = #& &£ [) and Huzhou Tianheng United CPA Firm (831X
&8t & 2 5HEM =5 FT) and was responsible for the financial management and audit.

Ms. HUI Wai Man, Shirley
RSzt

Aged 54, is the company secretary of the Company (the “Company Secretary”). 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 the Hong
Kong Institute of Certified Public Accountants and the Institute of Chartered Secretaries and
Administrators as well as a fellow member of the Hong Kong Institute of Chartered Secretaries.
Also, she is a member of the Society of Chinese Accountants and Managements and the Hong
Kong Securities Institute. Ms. HUI has over 31 years of professional experience in public
accounting and corporate financing.



CORPORATE GOVERNANCE REPORT

The Company is committed to ensuring high standards of corporate governance. The Board of Directors (the “Board”)
believes that good corporate governance practices are increasingly important for maintaining and promoting investors’
confidence.

Corporate Governance Code

The Company has adopted the provisions of the Corporate Governance Code and Corporate Governance Report (the
“Code”) as contained in Appendix 14 to the Rules Governing the Listing of Securities on the Stock Exchange (the “Listing
Rules”) that is applicable to the corporate governance report for the year ended 31 December 2021, except for the Code
provision A.2.1 as set out below.

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

During the year ended 31 December 2021, Mr. Wu Feng resigned as an independent non-executive Director with effect
from 30 June 2021 and Mr. Xia Yongyao was appointed as an indepdendent non-executive Director with effect from 30
June 2021. As at 31 December 2021, the Board comprised eight members. Dr. Zhang Tianren is an executive Director,
the Chairman and CEO of the Company. Mr. Zhang Aogen, Mr. Zhang Kaihong, Mr. Shi Borong and Mr. Zhou Jianzhong
are the executive Directors of the Company while Mr. Huang Dongliang, Mr. Zhang Yong and Mr. Xia Yongyao are the
independent non-executive Directors of the Company.

Mr. Xia Yongyao subsequently resigned as an independent non-executive Director with effect from 15 March 2022 and
Mr. Xiao Gang was appointed as an independent non-executive Director with effect from 15 March 2022. As at the date
of this report, the Board comprised eight members, namely Dr. Zhang Tianren (an executive Director, the Chairman and
CEO of the Company), Mr. Zhang Aogen (an executive Director), Mr. Zhang Kaihong (an executive Director), Mr. Shi Borong
(an executive Director), Mr. Zhou Jianzhong (an executive Director), Mr. Huang Dongliang (an independent non-executive
Director), Mr. Zhang Yong (an independent non-executive Director) and Mr. Xiao Gang (an independent non-executive
Director). In compliance with Rule 3.10 of the Listing Rules, the Company had three independent non-executive Directors,
one of them, namely Mr. Huang Dongliang has appropriate professional accounting experience and expertise.

All Directors 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 38 to 40 of this annual

report.

Each independent non-executive Director has pursuant to Rule 3.13 of the Listing Rules, confirmed that he is independent
of the Company and the Company also considers each of them to be independent.
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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 and 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 info any commitments on behalf of the Company.

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 corporate structure of the Group or Board composition requiring notification 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 the Directors.
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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.

The Company held four Board meetings and one general meeting during the year ended 31 December 2021. The
attendance of individual Directors at these meetings was as follows:

Attendance of Attendance of
Board meetings general meeting
Name in person in person

Executive Directors

Dr. Zhang Tianren 4/4 1”7
Mr. Zhang Aogen 4/4 11
Mr. Zhang Kaihong 4/4 11
Mr. Shi Borong 4/4 1”7
Mr. Zhou Jianzhong 4/4 11

Independent Non-executive Directors:

Mr. Huang Dongliang 4/4 11
Mr. Wu Feng (resigned on 30 June 2021) 1/4 11
Mr. Zhang Yong 4/4 1”7
Mr. Xia Yongyao (appointed on 30 June 2021) 3/4 0/1

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

Mr. Huang Dongliang 11 June 2021 to 10 June 2022

Mr. Wu Feng (resigned on 30 June 2021) 6 June 2021to 5 June 2022

Mr. Zhang Yong 8 August 2021 to 7 August 2022

Mr. Xia Yongyao (appointed on 30 June 2021 and 30 June 2021 to 29 June 2022
subsequently resigned on 15 March 2022)

Mr. Xiao Gang (appointed on 15 March 2022) 15 March 2022 to 14 March 2023

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

—  ensuring readily available processes are in place to maintain the overall integrity of the Company, including financial
statements and internal control systems.

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
of 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 Rule 13.92 of the Listing Rules, the above Board diversity policy of the
Company has been approved by the Board and adopted by the Nomination Committee (as defined below) on 30 August
2013 and amended with effect from 1 January 2019 in compliance with the Listing Rules.

The nomination committee of the Company (the “Nomination Committee”) holds meeting at least once a year to review the
diversity of the Board, discusses the measurable objectives, including knowledge, appropriate professional qualifications,
relevant business background and experience, skills, relevant management expertise and independence of Directors,
and gives recommendation to the Board. During the year, the Nomination Committee took the view that the measurable
objectives were achieved to a large extent. It paid particular attention to the cultural and educational background,
professional and technical experience, and skills of the members of Board and also reviewed the composition of executive
Directors and independent non-executive Directors so as to ensure appropriate independence within the Board.
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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 2021 to 31 December 2021, all Directors provided their records of training to the Company.
All Directors, namely Dr. Zhang Tianren, Mr. Zhang Aogen, Mr. Zhang Kaihong, Mr. Shi Borong, Mr. Zhou Jianzhong, Mr.
Huang Dongliang, Mr. Wu Feng (resigned on 30 June 2021), Mr. Zhang Yong, and Mr. Xia Yongyao (appointed on 30
June 2021), participated in continuous professional development mainly by reading various materials regarding directors’
responsibilities, prevention of breaching the 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 that
she had taken more than 15 hours of relevant professional development by means of attending in-house briefings and
seminars and reading relevant guideline materials.

Shareholders’ Rights
Set out below is a summary of certain rights of the Shareholders as required to 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.

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.
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Any requisition to 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 the 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 appointed 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 public relations representative (Porda Havas International Finance Communications
(Group) Holdings Company Limited) whose contact details are available on the website.

Remuneration Committee

The Company has established a remuneration committee (the “Remuneration Committee”) with specific terms of reference
which deal clearly with its duties and responsibilities. Mr. Wu Feng ceased to be the chairman of the Remuneration
Committee since his resignation as an independent non-executive Director with effect from 30 June 2021 and Mr. Xia
Yongyao was appointed as the chairman of the Remuneration Committee since his appointment as an independent
non-executive Director with effect from 30 June 2021. As at 31 December 2021, the Remuneration Committee had three
members, comprising Mr. Xia Yongyao (chairman), Mr. Huang Dongliang and Mr. Zhang Aogen.

Mr. Xia Yongyao subsequently ceased to be the chairman of the Remuneration Committee since his resignation as an
independent non-executive Director with effect from 15 March 2022 and Mr. Xiao Gang was appointed as the chairman of
the Remuneration Committee since his appointment as an independent non-executive Director with effect from 15 March
2022. As at the date of this report, the Remuneration Committee had three members, comprising Mr. Xiao Gang (chairman),
Mr. Huang Dongliang and Mr. Zhang Aogen.

The terms of reference of the Remuneration Committee follow the guidelines set out in the Code and it is mainly
§$ponsible for making recommendations to the Board on the Company’s policy for the remuneration of Directors and
~ senior management.

i
Y The Remuneration Committee shall meet at least once a year. One committee meeting was held in 2021 to approve and
A adopt the revised terms of reference of the Remuneration Committee. The attendance of each member is set out as

follows:
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Meeting attended
Name Meeting held in person

Mr. Huang Dongliang

Mr. Wu Feng (resigned on 30 June 2021)

Mr. Zhang Aogen

Mr. Xia Yongyao (appointed on 30 June 2021)

P —
O a - -

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 for approval. The Proposal was approved by the Board.

Nomination Committee

The Company has established the Nomination Committee with specific terms of reference which deal clearly with its
duties and responsibilities. Mr. Wu Feng ceased to be a member of the Nomination Committee since his resignation as an
independent non-executive Director with effect from 30 June 2021 and Mr. Xia Yongyao was appointed as a member of
the Nomination Committee since his appointment as an independent non-executive Director with effect from 30 June 2021.
As at 31 December 2021, the Nomination Committee had three members, comprising Dr. Zhang Tianren (the chairman),
Mr. Huang Dongliang and Mr. Xia Yongyao.

Mr. Xia Yongyao subsequently ceased to be a member of the Nomination Committee since his resignation as an
independent non-executive Director with effect from 15 March 2022 and Mr. Xiao Gang was appointed as a member of
the Nomination Committee since his appointment as an independent non-executive Director with effect from 15 March
2022. As at the date of this report, the Nomination Committee had three members, comprising Dr. Zhang Tianren (the
chairman), Mr. Huang Dongliang and Mr. Xiao Gang.

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 the 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.

Appointment and Re-election of Directors

The Board has established and adopted a written nomination policy (the “Nomination Policy”) specifying the process and
criteria for the selection and recommendation of candidates for directorship of the Company.

Selection criteria

The Nomination Committee shall, based on those criteria as set out in the Nomination Policy (such as reputation for
integrity, qualifications and experience, time commitment and contribution to diversity of the Board according to the Board
diversity policy, etc.), identify and recommend the proposed candidate to the Board for approval of an appointment. In
the case of re-appointment of Director, the Nomination Committee would take into account factors such as contribution,
attendance in meetings and level of participation from the retiring Directors. Where the candidate is appointed for the
position of independent non-executive Director, the Nomination Committee will also assess his/her independence with
reference to the requirements set out in the Listing Rules.
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Nomination procedures

In appointing a new Director, the Nomination Committee and/or the Board will first call a meeting of the Nomination
Committee and invite nominations of candidates from Board members for its consideration prior to the meeting.
The Nomination Committee may also put forward candidates who are not nominated by the Board. The Nomination
Committee shall then make recommendations for the Board’s consideration and approval. The information, including
biography, independence (for nomination of non-executive or independent non-executive Directors only), proposed
remuneration and other information as required under the applicable laws and regulations will be included in the circular
to Shareholders. A Shareholder may also serve to the principal place of business of the Company in Hong Kong a notice
in writing for its intention to propose a resolution to elect a certain candidate as Director and a notice by the nominated
person of his/her willingness to be elected according to the articles of association, without the Board’s recommendation
or nomination of the Nomination Committee other than those candidates as set out in the circular. The Board shall then
consider and have the final decision on all matters relating to whether to have the recommended candidates to stand
for election at a general meeting. The Nomination Committee shall ensure the transparency and fairness of the selection
procedure.

New Directors, on appointment, will be given an induction package containing all key legal and Listing Rules’ requirements
as well as guidelines on the responsibilities and obligations to be observed by a Director. The package will also include the
latest published financial reports of the Company and the documentation for the corporate governance practices adopted
by the Board. The senior management will subsequently conduct such briefing as is necessary to give the new Directors
more detailed information on the Group’s operations, business and activities.

According to Clause 87 of the articles of association of the Company, at each annual general meeting one-third of the
Directors for the time being (or, if their number is not a multiple of three (3), then 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 at an annual general
meeting at least once every three years. A retiring Director shall be eligible for re-election and shall continue to act as a
Director throughout the meeting at which he retires. The Directors to retire by rotation shall include (so far as necessary
to ascertain the number of Directors to retire by rotation) any Director who wishes to retire and not to offer himself for re-
election. Any further Directors so to retire shall be those of the other Directors subject to retirement by rotation who have
been longest in office since their last re-election or appointment and so that as between persons who became or were last
re-elected Directors on the same day those to retire shall (unless they otherwise agree among themselves) be determined
by lot. Any Director appointed by the Board pursuant to Article 86(3) shall not be taken into account in determining which
particular Directors or the number of Directors who are to retire by rotation. The Directors shall have the power from time
to time and at any time to appoint any person as a Director either to fill a casual vacancy on the Board or as an addition
to the existing Board. Any Director appointed by the Board to fill a casual vacancy shall hold office until the first general
meeting of members after his appointment and be subject to re-election at such meeting and any Director appointed by
the Board as an addition to the existing Board shall hold office only until the next annual general meeting of the Company
and shall then be eligible for re-election.

#According to code provision A.4.2 of the Code of the Listing Rules, all Directors appointed to fill a casual vacancy should

/* ‘-'-"be subject to election by Shareholders at the first general meeting after appointment. Every Director, including those

-
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appomfed for a specific term, should be subject to retirement by rotation at least once every three years. 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.
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When making recommendations regarding the appointment of any proposed candidate to the Board or re-appointment
of any existing member(s) of the Board, the Nomination Committee shall consider a variety of factors including without
limitation the following in assessing the suitability of the proposed candidate:

a. Reputation for integrity;

b.  Quadlifications including professional qualifications, skills, knowledge and experience that are relevant to the
Company’s business and corporate strategy;

c.  Willingness to devote adequate time to discharge duties as a Board member and other directorships and significant
commitments;

d. Diversity in all aspects, including but not limited to gender, age (18 years or above), cultural and educational
background, ethnicity, professional experience, skills, knowledge and length of service; and

e.  Such other perspectives appropriate to the Company’s business.

These factors are for reference only, and are not meant to be exhaustive and decisive. The Nomination Committee may
consider other factors so as to ensure that the Board has a balance of skills, experience and diversity of perspectives
appropriate to the requirements of the Company’s business. The Nomination Committee has the discretion to nominate
any person, as it considers appropriate.

The Nomination Committee shall meet at least once a year. One committee meeting was held in 2021 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

Mr. Huang Dongliang

Mr. Wu Feng (resigned on 30 June 2021)

Mr. Xia Yongyao (appointed on 30 June 2021)

J L —
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Remuneration of the Senior Management and Directors

The remuneration of the senior management of our Group for the year ended 31 December 2021 falls within the following
band:

Number of People

Nil fo 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 to the Listing Rules. Having made specific enquiry, all directors of the Company have complied
with the required standard set out in the Model Code throughout the year ended 31 December 2021.
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Audit Committee

The Company has established an audit committee (the “Audit Committee”) in compliance with Rule 3.21 of the Listing
Rules. Mr. Wu Feng ceased to be a member of the Audit Committee since his resignation as an independent non-
executive Director with effect from 30 June 2021 and Mr. Xia Yongyao was appointed as a member of the Audit Committee
since his appointment as an independent non-executive Director with effect from 30 June 2021. As at 31 December 2021,
the Company’s Audit Committee comprised three independent non-executive Directors, namely Mr. Huang Dongliang
(chairman), Mr. Zhang Yong and Mr. Xia Yongyao.

Mr. Xia Yongyao subsequently ceased to be a member of the Audit Committee since his resignation as an independent
non-executive Director with effect from 15 March 2022 and Mr. Xiao Gang was appointed as a member of the Audit
Committee since his appointment as an independent non-executive Director with effect from 15 March 2022. As at
the date of this report, the Audit Committee comprised three independent non-executive Directors, namely, Mr. Huang
Dongliang (chairman), Mr. Zhang Yong and Mr. Xiao Gang.

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 describe the authority and duties of the Audit Committee, are regularly reviewed and
were updated by the Board to comply with provision C.3.3 of the Code in 2021. The Audit Committee held two meetings
during the year ended 31 December 2021. The attendance of each member is set out as follows:

Meetings attended
Name Meetings held in person
Mr. Huang Dongliang 2 2
Mr. Wu Feng (resigned on 30 June 2021) 2 1
Mr. Zhang Yong 2 2
Mr. Xia Yongyao (appointed on 30 June 2021) 2 1

The Audit Committee oversees the financial reporting process. In this process, the management of the Company is
responsible for the preparation of the Group’s financial statements including the selection of suitable accounting policies.
Independent external auditors are responsible for auditing and attesting to the Group’s financial statements 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 deployed by them. The Audit Committee
reports to the Board on its findings after each of its meeting. With effect from 1 January 2021, the Audit Committee oversees

;:"é Group's risk management system.
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The Audit Committee reviewed and discussed the Group’s financial statements for the year ended 31 December 2021
with the management and independent external auditors. The Audit Committee also received reports and met with
the independent external auditors to discuss the general scope of their audit work and their assessment of the Group’s
internal controls.
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Based on these reviews, discussions and the report of the independent external auditors, the Audit Committee
recommended for the Board's approval of the consolidated financial statements for the six months ended 30 June 2021
and the year ended 31 December 2021, with the Auditors’ Report thereon.

The Audit Committee recommended to the Board that the Shareholders be asked to re-appoint ZHONGHUI ANDA CPA
Limited ("ZHONGHUI ANDA") as the Group'’s independent external auditor for the year ending 31 December 2022.

Independent External Auditor

Deloitte Touche Tohmatsu (“Deloitte”) has resigned as the auditor of the Group with effect from 18 December 2019 after
taking into account, among other factors, the level of audit fees, the professional risk associated with the audit and its
available internal resources in light of current work flows for the Company’s financial year ending 31 December 2019.

The Board, with the recommendation from the Audit Committee, has resolved to appoint ZHONGHUI ANDA as the new
auditor of the Group with effect from 24 December 2019 to fill the casual vacancy following the resignation of Deloitte and
to hold office until the conclusion of the forthcoming annual general meeting of the Company.

Deloitte has confirmed in its letter of resignation dated 18 December 2019 that there were no matters connected to its
resignation as the auditor of the Group that need to be brought to the attention of holders of the Company’s securities or
the Company’s creditors. In addition, there were no circumstances connected with its resignation that Deloitte considers
should be brought to the attention of members or creditors of the Company’s subsidiaries established in Hong Kong.

The Board and the Audit Committee confirmed that there was no disagreement or dispute between the Company and
Deloitte except for the 2019 annual audit fee and that there were no unresolved issues concerning the change of the
auditor. The Board and the Audit Committee also confirmed that there were no other matters or circumstances connected
to the change of the Group’s auditor that need to be brought to the attention of holders of the Company’s securities or the
Company’s creditors.

The Audit Committee reviews a letter from the independent external auditor of the Company, ZHONGHUI ANDA,
confirming its independence, approves its appointment, discusses the scope of its audit and approves its fees.

ZHONGHUI ANDA has provided annual statutory audit services in respect of the Company’s financial statements prepared
under HKFRSs for the year ended 31 December 2021. ZHONGHUI ANDA has also reviewed the 2021 unaudited interim
financial report of the Company, prepared under HKFRSs.

During the year ended 31 December 2021, the fee paid and payable to ZHONGHUI ANDA in respect of audit and audit
related services amounted to approximately RMB1,920,000. In respect of non-audit services, the fees paid and payable to

ZHONGHUI ANDA relating to review on interim financial report amounted to approximately RMB580,000.

Save as disclosed above, there were no other changes in auditor of the Company during the past three years.
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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, BT Corporate Governance Limited
(“BTCG"), to assess and evaluate the risk and effectiveness of its system of internal controls up to 31 December 2021. 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 BTCG, 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 that the interest of the Shareholders is safeguarded.

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 obijective 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 the Shareholders with 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, Direcfors and independent external auditor, where appropriate, are available to answer questions at the

meeting.
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Directors’ Responsibility in Preparing the Financial Statements

The Directors acknowledge that it is their responsibilities to prepare 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 69

to page 71.

Constitutional Documents

There are no significant changes in the Company’s constitutional documents during the year ended 31 December 2021.
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CONTINUING CONNECTED TRANSACTION/CONNECTED TRANSACTION

Continuing Connected Transaction
Master Purchase Agreement

Background

As set out in the announcement dated 25 December 2020, Zhejiang Changtong Technology Company Limited* (7T 4538
BHEBBR/AF]) (“Zhejiang Changtong”) is a company established in the PRC. As Ms. Zhang Mei'e, being the sister of Dr.
Zhang Tianren (an executive Director, the Chairman of the Board and a controlling shareholder (as defined in the Listing
Rules) of the Company) and Mr. Zhang Aogen (an executive Director), acquired 90% shareholding interest in Zhejiang
Changtong in December 2019, Zhejiang Changtong then became a company directly and jointly owned by Ms. Zhang
Mei‘e and her spouse, Mr. Ni Danging, as to 90% and 10%, respectively. As Ms. Zhang Mei'e and Mr. Ni Danging are
associates (as defined in the Listing Rules) of Dr. Zhang Tianren and Mr. Zhang Aogen, Zhejiang Changtong has become
a connected person (as defined in the Listing Rules) of the Company since the completion of the change of business
registration in respect of the equity transfer on 30 December 2019 by virtue of Rule 14A.12(2) of the Listing Rules.

Reasons for the transaction

As Zhejiang Changtong produces certain plastic and glass fiber components, which are the essential materials for the
production of the components of lead storage batteries by the Company, purchasing these components from Zhejiang
Changtong is part of the Company’s ordinary businesses.

Pricing basis and policy

On 25 December 2020, the Company entered into the 2021-23 Master Purchase Agreement (the “2021-23 MPA”) with
Zhejiang Changtong for the purchase of certain components for its production of lead storage batteries (including plastic
and glass fiber components) by member(s) of the Group from Zhejiang Changtong during the 3-year period commencing
1 January 2021 and expiring on 31 December 2023, both days inclusive.

In respect of the pricing of the products purchased from Zhejiang Changtong, agreed prices should be comparable with
prevailing market prices; and agreed prices should be no less favourable than those offered to independent third party
enterprises of the same industry as the Group at the material time, to the extent that those products are of comparable
nature, quality, brand and specification.

~ *for identification purpose only
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Continuing Connected Transaction (continued)

Exemption and annual caps

The estimated aggregate consideration for the transactions under the 2021-23 MPA for the year ended 31 December 2021
was approximately RMB520,000,000.

Actual transaction values for the year

The total transaction amount under the 2021-23 MPA entered into with Zhejiang Changtong for the year ended 31
December 2021 was approximately RMB 515,827,000.

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 listed issuer’s Board;

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

(3) were entered into, in all material respects, in accordance with the relevant agreements governing the transaction;
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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Connected Transaction

Capital Increase Arrangements of Joint Venture Companies

On 26 February 2021, Tianneng Holding Group Co., Ltd.* ((REEFZERR & E AR 2 7)) (“Tianneng Holding”) and Tianchang
Holding Co., Ltd.* (K#51EAZ B R A 7)) (“Tianchang Holding”) entered into the capital increase arrangement (“Capital
Increase Arrangement (Factoring)”), pursuant to which the parties agreed to make additional capital contributions to
Tianneng (Tianjin) Commercial Factoring Co., Ltd.* (KAE (K2 ) BRI B R A &) (“Tianneng Factoring”) in proportion fo
their respective equity interests in Tianneng Factoring, whereas Tianneng Holding, Zhejiang Changxing Tianneng Financial
Holding Co., Ltd.* (T REKEE S RUZAR AR A F]) (“Tianneng Financial’) and Prime Leader Global Limited (“Prime
Leader”) also entered into the capital increase arrangement (“Capital Increase Arrangement (Finance Leases)”, together
with the “Capital Increase Arrangement (Factoring)”, collectively “Capital Increase Arrangements®), pursuant to which the
parties agreed to make additional capital contributions to Tianneng Finance Leases (Tianijin) Co., Lid.* (REERIEFHE (K%)
APBR 2 7] ("Tianneng Finance Leases”) in proportion to their respective equity interests in Tianneng Finance Leases.

Upon completion of the Capital Increase Arrangements, the registered capital of Tianneng Factoring shall increase from
RMB50.0 million to RMB100.0 million, and the proportion of equity interests of each of Tianneng Holding and Tianchang
Holding in Tianneng Factoring will remain unchanged, whereas the registered capital of Tianneng Finance Leases shalll
increase from RMB170.0 million to RMB300.0 million, and the proportion of equity interests of each of Tianneng Holding,
Tianneng Financial and Prime Leader in Tianneng Finance Leases will remain unchanged.

On 26 February 2021, Tianchang Holding’s equity interest is owned as to 98% and 2% by Dr. Zhang Tianren (“Dr. Zhang”)
and Mr. Zhang Hao (“Mr. Zhang”), respectively, whereas Prime Leader is wholly-owned by Dr. Zhang. Dr. Zhang is a
controlling shareholder and an executive Director of the Company and Mr. Zhang is a son of Dr. Zhang. Accordingly, each
of Tianchang Holding and Prime Leader is an associate of Dr. Zhang and a connected person of the Company pursuant to
the Listing Rules. As a result, the entering into of the Capital Increase Arrangements constitutes connected transactions of
the Company under Chapter 14A of the Listing Rules. Pursuant to Rule 14A.76(2) of the Listing Rules, as all of the applicable
percentage ratios (as defined in the Listing Rules) in respect of the Capital Increase Arrangements on an aggregated basis
exceed 0.1% but are less than 5%, the Capital Increase Arrangements will be subject to the reporting and announcement
requirements but exempt from the circular and independent Shareholders’ approval requirements as set out in Chapter
14A of the Listing Rule. For further details, please refer to the announcement of the Company dated 26 February 2021.
Completion of the Capital Increase Arrangements took place on 25 May 2021.

The Directors confirmed that the Company has complied with the applicable requirements under Chapter 14A of the Listing
Rules with regard to those related party transactions which constituted connected transaction and continuing connected
transaction, namely the Capital Increase Arrangements and transactions under the 2021-23 MPA (which are subject
to disclosure and/or independent Shareholders’ approval requirements). Save for the aforementioned, other related
party transactions as set out in note 46 to the financial statements did not constitute connected transaction/continuing
connected transaction under the Listing Rules..

£
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The Directors present their annual report and the audited consolidated financial statements for the year ended 31
December 2021.

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
49 to the consolidated financial statements.

Results and Appropriations
The results of the Group for the year ended 31 December 2021 are set out in the consolidated statement of profit or loss

and other comprehensive income on page 72. The Directors propose to declare a final dividend of HK40.00 cents per
Share (2020: HK40.00 cents).

Property, Plant and Equipment

During the year, approximately RMB348 million and RMB253 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 RMB642 million. Details of

these and other movements in the property, plant and equipment of the Group during the year are set out in note 18 to the
consolidated financial statements.

Business Review

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

Share Capital and Issue of Securities

Details of the movement during the year in the share capital of the Company are set out in note 39 to the consolidated
financial statements.

During the year, neither the Company nor any of its subsidiaries purchased, sold or redeemed any of the Company’s listed
securities.
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Distributive Reserves

As at 31 December 2021, the Company’s reserve available for distribution amounted to approximately RMB756 million
(2020: RMB727 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. Zhang Kaihong

Mr. Shi Borong

Mr. Zhou Jianzhong

Independent non-executive Directors:

Mr. Huang Dongliang

Mr. Wu Feng (resigned on 30 June 2021)

Mr. Zhang Yong

Mr. Xia Yingyao (appointed on 30 June 2021 and subsequently resigned on 15 March 2022)
Mr. Xiao Gang (appointed on 15 March 2022)

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

Mr. Huang Dongliang 11 June 2021 to 10 June 2022

Mr. Wu Feng (resigned on 30 June 2021) 6 June 2021 to 5 June 2022

Mr. Zhang Yong 8 August 2021 to 7 August 2022

Mr. Xia Yingyao (appointed on 30 June 2021 and 30 June 2021 to 29 June 2022
subsequently resigned on 15 March 2022)

Mr. Xiao Gang (appointed on 15 March 2022) 15 March 2022 to 14 March 2023

In accordance with Article 87 of the Company’s articles of association, Mr. Zhang Aogen, Mr. Zhou Jianzhong and Mr.
Huang Dongliang will retire from office and, being eligible, offer themselves for re-election at the forthcoming annual
general meeting ("AGM”).

gdc'cordonce with Article 86(3) of the Company’s articles of association, Mr. Xiao Gang will retire from office and, being
el

gible, offer himself for re-election at the forthcoming AGM.
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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. 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. Zhang Yong is
years from 8 August 2021; the term of appointment of Mr. Wu Feng (resigned as an independent non-executive Director
on 30 June 2021) is 1 year from 6 June 2021 to 5 June 2022; the term of appointment of Mr. Xia Yongyao (resigned as
an independent non-executive Director on 15 March 2022) is 1 year from 30 June 2021 to 29 June 2022; the term of
appointment of Mr. Xiao Gang is 1 year from 15 March 2022 to 14 March 2023. 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 Directors are subject to retirement by rotation and re-election at the Company’s AGM at least
once every three years in accordance with Article No. 87 of the Company’s articles of association.

Save as disclosed above, no Director proposed for re-election at the AGM 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 coverage for the Directors in respect of legal actions taken against
Directors and officers of the Group. The Board reviews the extent of the insurance coverage every year.

Directors’ and Chief Executive’s Interests in Shares, Underlying Shares and
Debentures

As at 31 December 2021, 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 register 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 were as follows:
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Directors’ and Chief Executive’s Interests in Shares, Underlying Shares and
Debentures (continued)

(a) Long positions

Ordinary Shares of HK$0.1 each of the Company:

Aggregate
approximate
percentage of

Number of issued share

interested capital of

Name of Director Capacity Shares held the Company

(note 1) (note 7)

Zhang Tianren Interest of a controlled corporation (note 2) 410,355,650 (L) 36.44%

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%

Zhang Kaihong Interest of a controlled corporation (note 4) 18,884,174 (L) 1.68%

Shi Borong Interest of a controlled corporation (note 5) 15,686,141 (L) 1.39%

Zhou Jianzhong Interest of a controlled corporation (note 6) 2,362,815 (L) 0.21%

Huang Dongliang Beneficial owner 240,000 (L) 0.02%

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 of the Company were held by Prime Leader Global Limited, which was 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 of the Company were held by Top Benefits International Limited, which was wholly-owned by Mr. Zhang Aogen.

The 18,884,174 Shares of the Company were held by Plenty Gold Holdings Limited, which was wholly-owned by Mr. Zhang Kaihong.

The 15,686,141 Shares of the Company were held by Precise Asia Global Limited, which was wholly-owned by Mr. Shi Borong.

The 2,362,815 Shares of the Company were held by Centre Wealth Limited, which was wholly-owned by Mr. Zhou Jianzhong.

Shareholding percentage is based on 1,126,124,500 issued Shares of the Company as at 31 December 2021.
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Directors’ and Chief Executive’s Interests in Shares, Underlying Shares and
Debentures (continued)

(b) Other interests and short positions

Save as disclosed above, on 16 June 2014, the Company has granted 58,660,000 options to subscribe for Shares
in accordance with the Company’s share option scheme adopted pursuant to a resolution passed by the then
Shareholders on 26 February 2007 (the “Scheme”). Among the options, 2,215,000 options were granted to the
associates of the Directors. The names of the grantees who are associates of the Directors were listed in the
announcement dated 16 June 2014.

Retirement Benefits Scheme

Details of the retirement benefits scheme of the Group are set out in note 44 to the consolidated financial statements.

Directors’ Rights to Acquire Shares or Debentures

Save as disclosed on pages 64 and 65, 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 or any of their spouses or children under
18 years of age 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 or any of his/her 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 any of its subsidiaries was a party

and in which a Director or any entity in connection with any Director had a material interest, whether directly or indirectly,
subsisted at the end of the year or at any time during the year.
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Changes in Information of Directors and Chief Executives

Pursuant to Rule 13.51B of the Listing Rules, the changes in information of Directors/chief executives subsequent to the
publication of the interim report of the Company for the six months ended 30 June 2021 are set out below:

Name of Director Details of Changes

Mr. Xia Yongyao resigned as an independent non-executive Director, the chairman of the
Remuneration Committee and a member of each of the Audit Committee and
Nomination Committee with effect from 15 March 2022

Mr. Xiao Gang appointed as an independent non-executive Director, the chairman of the
Remuneration Committee and a member of each of the Audit Committee and
Nomination Committee with effect from 15 March 2022

Management Contracts

No contracts concerning the management and administration of the whole and any substantial part of the business of the
Company were entered into or existed during the year.

Substantial Shareholders

As at 31 December 2021, 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:
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Approximate
percentage of
issued share

Number of capital of

Name of Shareholder Capacity Shares held the Company

(Note 1) (Note 4)

Zhang Tianren Interest of a controlled corporation (Note 2) 410,355,650 (L) 36.44%

Interest of spouse (Note 2) 438,000(L) 0.04%

Yang Yaping Beneficial owner (Note 2) 438,000 (L) 0.04%

Interest of spouse (Note 2) 410,355,650 (1) 36.44%

Prime Leader Global Limited Beneficial owner 410,355,650 (L) 36.44%

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 were held by Prime Leader Global Limited, which was 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.

3. Shareholding percentage is based on 1,126,124,500 issued Shares of the Company as at 31 December 2021.

Share Options

The Scheme was adopted pursuant to a resolution passed by the 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
Scheme are set out in Note 41 to the financial statements. An ordinary resolution was passed at the annual general
meeting of the Company held on 16 May 2014 (the “2014 AGM”) relating to the refreshment of scheme mandate limit of the
Scheme as set out in the supplemental notice of the 2014 AGM. The Scheme expired on 10 June 2017.
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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 the Directors and eligible participants under the Scheme. After the refreshment
of the Scheme, on 16 June 2014, a total of 58,660,000 options were offered and granted to the Directors and eligible
participants. The details of the movement of the Company’s share options during the reporting period are as follows:

Number Approximate

Weighted of opfions shareholding

average lapsed in percentage

closing price accordance ofthe

Closing price of Company's Number with the Number underlying

of Company's Shares of opfion Number Number Number terms of the of opfions Shares for

Shares immediately outstanding of opfions of opfions ofopfions ~~ options or the outstanding the opfions

Exercise immediotely before the osat granted exercised cancelled Scheme asat inthe share

Dote of grant Exercise price of before the date of 1January during during during during 31 December capital of the

Name of granfee of the options period the options date of grant exercise 200 the period the period the period the period 00 Company

HKS) HKS) [HKS|

Huang Dongliang (Independent  16/6/2014 16/6/2015 o 290 289 - 90,000 - - - - 90,000 0.01%
non-execufve Director] 1/6/2024

16/6/2014 16/6/2015 10 290 289 - 35,320,500 - - - [616,500] 34,704,000 309%
15/6/2024

35,410,500 - - - (616,500 34,794,000 30%%

On 18 May 2018, the Company by ordinary resolution approved the adoption of a new share option scheme with terms in
line with the provisions of Chapter 17 of the Listing Rules. No options have yet been granted under such new share option
scheme.

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. Thereafter, the terms of the independent non-executive Directors have been renewed for a further term of one
year in each year. Mr. Zhang Yong (appointed on 8 August 2018) has signed the letter of appointment with the Company
for an initial period of three years commencing 8 August 2018. Mr. Wu Feng (appointed on 6 June 2015 and resigned on
30 June 2021) has signed the letter of appointment with the Company for an initial period of one year commencing 6 June
2015. Mr. Xia Yongyao (appointed on 30 June 2021 and resigned on 15 March 2022) has signed the letter of appointment
with the Company for an initial period of one year commencing 30 June 2021. Mr. Xiao Gang (appointed on 15 March
2022) has signed the letter of appointment with the Company for an initial period of one year commencing 15 March
2022. 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.
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Emolument Policy
The Group’s emolument policies are as follows:

(i)  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 time devoted to the Group;

(il  non-cash benefits may be provided at the discretion of the Board 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, options of the share option scheme adopted by the Company, as part of their remuneration
package.

Dividend Policy

The Company has adopted a dividend policy, pursuant to which the Company may distribute profit by way of (i) cash or {ii)
shares as may be determined by the Board from time to time. The profit distribution policy of the Company is:

(a)  Profit distribution policy of the Company shall achieve continuity, stability and sustainability;

(b)  The Company targets a payout ratio with balance on distribution of profits and profits retained for business operation
and future development;

(c)  Profit distribution of the Company shall take into account:
(i)  the earnings per share of the Company;

(i)  the reasonable return in investment of the investors and the Shareholders in order to provide incentive for them
to continue to support the Company in their long-term development;

(iii)  the financial conditions and business plan of the Company; and
(iv)  the market sentiment and circumstances.
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 the existing Shareholders.
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Major Customers and Suppliers

During the year, the aggregate sales attributable to the Group’s five largest customers were less than 10.27% of the
Group’s turnover. The largest customer accounted for 2.55% of the Group’s total turnover. During the year, the Group’s
five largest suppliers accounted for 11.94% of the Group’s total purchase and the largest supplier accounted for 3.15% of
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
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 published in the separate Environmental, Social and

Governance Report which will be available at the Company’s website and the website of the Stock Exchange not later than
3 months after the publication of this annual report.

Audit Committee

The Audit Committee was established 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. The Audit
Committee currently comprises three independent non-executive Directors, namely, Mr. Huang Dongliang (chairman), Mr.

Zhang Yong and Mr. Xiao Gang.

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 2021.

Donations

During the year ended 31 December 2021, the Group made charitable donations of approximately RMB3.5677 million (2020:
RMB11.6746 million).
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Sufficiency of Public Float

From information publicly available to the Company and within the knowledge of the Directors as at the latest practicable
date prior to the issue of this annual report, at least 25% of the Company'’s total issued share capital is held by the public
throughout the year ended 31 December 2021 as required under the Listing Rules.

Auditor
A resolution will be submitted to the AGM to re-appoint ZHONGHUI ANDA as the auditor of the Company.

On behalf of the Board

Zhang Aogen
Director

Hong Kong, 30 March 2022
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T o

ZHONGHUI

TO THE SHAREHOLDERS OF TIANNENG POWER INTERNATIONAL LIMITED
REEB HEIBRBRAF

lincorporated 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 72 to 134, which comprise the consolidated statement
of financial position as at 31 December 2021, 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 2021, 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 (the “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.

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.

1. _Provision

4

By "SRefer fo Note 36 to the consolidated financial statements
The Group tested the estimation for provision. This estimation is significant to our audit because the balance of

provision of RMB720,292,000 as at 31 December 2021 is material to the consolidated financial statements. In
addition, the Group’s estimation involves application of judgement and is based on assumptions and estimates.
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Our audit procedures included, among others:

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

Challenging the key assumptions on the estimated replacement cost and repair cost for returned products and
predicted future warranty claim rate made by management; and

Checking mathematic accuracy of calculation provided by management.

We consider that the Group’s estimation for provision is supported by the available evidence.

Inventories

Refer to Note 24 to the consolidated financial statements

The Group tested the amount of inventory for impairment. This impairment test is significant to our audit because
the balance of inventory of RMB4,484,624,000 as at 31 December 2021 is material to the consolidated financial

statements. In addition, the Group’s impairment test involves application of judgement and is based on estimates.

Our audit procedures included, among others:

Assessing the Group’s procedures on ordering and holding of inventory;
Evaluating the Group’s impairment assessment;

Assessing the marketability of the inventory;

Assessing the ageing of the inventory;

Assessing the net realisable values of the inventory; and

Checking subsequent sales and usage of the inventory.

We consider that the Group’s impairment test for inventory is supported by the available evidence.

Other Information

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

Responsibilities of Directors for the Consolidated Financial Statements

The directors 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.

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.
We report our opinion solely to you, as a body, and for no other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with HKSAs will always detect a material misstatement when
it exists. Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of users taken on the basis of these consolidated
financial statements.

A further description of our responsibilities for the audit of the consolidated financial statements is located at the HKICPA's
website at:

http://www.hkicpa.org.hk/en/standards-and-regulations/standards/auditing-assurance/auditre/

This description forms part of our auditor’s report.

ZHONGHUI ANDA CPA Limited

» ' fied Public Accountants
~ Sze lin Tang

" Audif Engagement Direcfor
Practising Certificate Number P03614
Hong Kong, 30 March 2022
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

For the year ended 31 December 2021

2021 2020
Notes RMB’000 RMB’'000
Revenue 7 85,615,917 53,525,039
Cost of sales (80,994,895) (48,032,934)
Gross profit 4,621,022 5,492,105
Interest revenue 218,204 137,930
Other income 9 876,103 530,491
Other gains and losses 10 46,401 36,408
Impairment losses, net of reversal n (M13,459) (9,348)
Selling and distribution costs (1,037,235) (937,657)
Administrative expenses (989,376) (791,154)
Research and development costs (1,483,162) (1,270,497)
Other expenses (44,732) (25,643)
Share of loss of associates (2,735) (776)
Finance costs 12 (254,089) (212,137)
Profit before taxation 1,836,942 2,949,728
Taxation 13 (285,730) (445,153)
Profit for the year 14 1,551,212 2,504,575
Other comprehensive (expense)/income:
Items that will not be reclassified to profit or loss:
Fair value changes of equity investment
at fair value through other comprehensive income (104,61) 21,513
(104,6M) 21,513
ltems that may be reclassified to profit or loss:
Fair value change of debt instruments measured
at fair value through other comprehensive income 8,647 (10,414)
Income tax relating to items that may be reclassified subsequently (2,153) 2,456
6,494 (7,958)
Total comprehensive income for the year 1,453,095 2,518,130
Profit for the year attributable to:
Owners of the Company 1,299,952 2,476,921
Non-controlling interests 251,260 27,654
1,551,212 2,504,575
Total comprehensive income for the year attributable to:
Owners of the Company 1,201,835 2,490,476
Non-controlling interests 251,260 27,654
1,453,095 2,518,130
Earnings per share 17
— Basic (RMB) 115 2.20
- Diluted (RMB) 113 2.15
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

At 31 December 2021

2021 2020
Notes RMB’000 RMB’000
Non-current assets
Property, plant and equipment 18 6,504,488 5,455,025
Goodwill 20 23,305 23,305
Right-of-use assets 19 1,099,183 793,956
Interest in associates 21 36,115 20,670
Equity investments at fair value through other comprehensive income 22 267,489 327,101
Deferred tax assets 23 688,263 459,597
Deposit paid for acquisition of property, plant and equipments 743,273 244,377
Loan receivables 27 284,928 188,808
Long-term receivables 5,136 13,098
9,652,180 7,525,937
Current assets
Inventories 24 4,484,624 4,485,900
Properties for sale under development 25 768,189 389,696
Trade and other receivables 26 3,328,917 2,349,281
Loan receivables 27 203,954 34,825
Amounts due from related parties 33 3,479 13,475
Amounts due from an associate 21 70,000 -
Debt instruments at fair value through other comprehensive income 28 987,055 2,069,365
Financial assets at fair value through profit or loss 30 1,600,095 572,591
Pledged bank deposit 31 2,943,087 1,303,060
Bank balances and cash 31 8,697,364 4,456,305
23,086,764 15,674,498
Current liabilities
Bills, trade and other payables 32 8,923,504 7,356,002
Amounts due to related parties 33 239,970 142,308
Derivative financial instruments 30 263 -
Taxation payables 348,748 403,788
Borrowings — current portion 34 2,874,839 919,123
Deferred government grants 35 42,026 38,699
Lease liabilities 38 8,727 8,689
Provision 36 720,292 622,309
Contract liabilities 37 2,129,216 2,941,370
15,287,585 12,432,288
Net current assets 7,799,179 3,242,210
TOTAL ASSETS LESS CURRENT LIABILITIES 17,451,359 10,768,147
Non-current liabilities
Borrowings — non-current portion 34 1,408,682 718,917
Deferred government grants 35 591,701 509,833
Lease liabilities 38 13,637 16,274
Deferred tax liabilities 23 60,407 63,834
2,074,427 1,308,858

E 15,376,932 9,459,289

W

i\gr:'
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

At 31 December 2021

2021 2020
Notes RMB’000 RMB’000

Capital and reserves
Share capital 39 109,850 109,850
Reserves 40 12,870,646 8,636,310
Equity attributable to owners of the Company 12,980,496 8,746,160
Non-controlling interests 2,396,436 713,129
TOTAL EQUITY 15,376,932 9,459,289

The consolidated financial statements on pages 72 to 134 were approved and authorised for issue by the board of directors on 30
March 2022 and are signed on its behalf by:

ZHANG Tianren ZHANG Aogen
Director Director
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2021

Attributable to owners of the Company

Other fair value

through other

Share  Investment comprehensive  Statutory  Discrefionary Non-
Share Share Special Capital opfions  revaluation income surplus surplus  Accumulated controllng
coptll ~ premium  reseves  resenves resenve resenve reserve reservesfund  reserve fund profits ~ Subfotal interests Total
RMB1000 RMB1000 RMB000 RMB000 RMB000 RMB000 RMB000 RMB000 RMB000 RMB'000 RMB1000 RMB1000 RMB'000
MNofed0) ~ (Note 40) MNoted0) ~ Note 40]
Af1Januory 2020 109,905 783403 10,000 291558 39,693 (133,620 [4223) 885,700 43212 4518776 6,404,604 021912 7,286,516
Profifor the year - - - - - - - - - 24890 247691 654 2504575
Other comprehensive income for the year - - - - - 2,5 (7958 - - - 13,555 - 13,555
Total comprehensive income for e year - - - - - 251 (7958 - - 24%69m 2490476 854 2518130
Transfer - - - - - - - 121,220 - (127,220 - - -
Acquisiion of subsidiaries - - - - - - - - - - - 37,553 37,553
Capitol injecton from non-controling shareholders - - - - - - - - - - - 70738 70738
Payment of dividends - - - - - - - - - (404,261) (404.261) - (404,261)
Dividend poid fo non-controling inferesfs - - - - - - - - - - - (57,580) (57,580)
Share repurchase (58] (4,836 - - - - - - - - 489 - (4,690
Forfeifure of share options - - - - 2909 - - - - 2909 - - -
Recogniton of eqify-setled share-based payment
note 41 - - - - - - - - - - - 13,084 13,084
Forfeiure of equity-setfled share-based payment - - - - - - - - - VAYA V&) (232) -
At 31 December 2020 109,850 718,567 10,000 251,558 36,984 m2107) 258 1012920 W02 65357 8746160 78129 9459289
At January 2021 109,850 718,567 10,000 251558 36,984 2107 [218) 1012920 W32 6527357 8746160 73129 9459289
Profitfor he year - - - - - - - - - 1299952 1299952 291260 1551212
Other comprehensive income for the year - - - - - (104,11 6,494 - - - 98,117 - (98,117
Total comprehensive income for the year - - - - - [lo4,61) 6,494 - - 1299952 1201835 5260 1453095
Transfer - - - - - - - 10,01 - (o,0n) - - -
Capital injection from non-controlling shareholders - - - - - - - - - - - 180,349 180,349
Equity fransaction - - - 34070488 - - - - - - 3407043 132690 4729733
Payment of diidends - - - - - - - - - (Ao (374800) - (3748000
Dividend paid fo non-controling inferests - - - - - - - - - - - (84,0401 (84,0401
Forfeiture of share opfions - - - - 16291 - - - - 1629 - - -
Recogniion of equity-setfled share-based payment

note 41) - - - - - - - - - - - 13316 13316
Forfeiture of equity-setled share-based payment - - - - - - - - - 28 28 (208) -
At 31 December 2021 109,850 718,567 10000 3,658,601 35,355 (216,718) (5,687 1122931 43212 7344385 1298049 2396436 15376932

-
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CONSOLIDATED STATEMENT OF CASH FLOWS

For the year ended 31 December 2021

2021 2020
RMB’000 RMB’000
Cash flows from operating activities
Profit before taxation 1,836,942 2,949,728
Adjustments for:
Interest revenue (218,204) (137,930)
Gains on structured bank deposits (73,274) (54,214)
Amortisation of government grants (46,123) (39,760)
Dividend income (10,881) (10,007)
Finance costs 254,089 212,131
Share of loss of associates 2,735 776
Depreciation of property, plant and equipments 572,622 510,228
Depreciation of right-of-use assets 29,954 19,01
Write-off/loss of property, plant and equipments 45,985 51,234
Recognition of allowance for bad and doubtful debts, net of reversal 12,126 8,224
Recognition of allowance for inventories 12,888 4,831
Recognition of allowance for loan receivables 1,333 1124
Share-based payments 13,316 13,084
Fair value changes of held-for-trading investments 14,074 (32,664)
Fair value changes of derivative financial instruments (21,352) 26,300
Operating cash flows before movements in working capital 2,526,230 3,522,096
Increase in inventories M,612) (743,768)
Increase in properties for sale under development (378,493) (389,696)
Increase in trade and other receivables (1,056,762) (792,152)
(Decrease)/increase in debt instruments at
fair value through other comprehensive income 1,088,804 (872,209)
Increase in bills, trade and other payables 1,369,089 572,371
(Decrease)/increase in contract liabilities (812,154) 1,192,059
Increase in provision 97,983 (28,419)
Increase in amount due to related parties 97,662 121,339
Decrease in amount due from related parties 9,996 (9,766)
Cash generated from operations 2,930,743 2,571,855
Interest paid (250,558) (202,941)
Income tax paid (572,862) (267,134)
Net cash generated from operating activities 2,107,323 2,101,780
Cash flows from investing activities
Interest received 182,552 119,483
Dividend income from equity investments at fair value through other comprehensive income 10,881 10,007
Investment in associates (18,180) (20,000)
Proceeds on disposal of property, plant and equipments 65,120 31,546
Purchase of property, plant and equipments (1,529,605) (957,470)
Purchases of financial assets at FVTPL (6,800) (5,672)
Purchases of equity instruments at FVTOCI (45,000) (21,210)
Payments for derivative financial instruments (1,069,437) (800,613)
Proceeds from derivative financial instruments 1,094,174 772,556
Increase of pledged bank deposit (1,640,027) M,734)
(Increase)/decrease in structured bank deposit (964,626) 375,714
Asset-related government grants received 131,318 123,760
Deposit for acquisition of property, plant and equipments (498,896) (185,191)
Acquisition of right-of-use assets (327,269) (161,079)
Advance to independent third parties for loan receivables (437,579) (381,436)
Receipt of repayment for loan receivables 175,012 174,131
Net cash outflow relating to acquisition of subsidiaries accounted for as assets acquisition - (73,490)
Net cash outflow relating to acquisition of subsidiaries - (88,421)
Net cash used in investing activities 4,878,362 (1,099,119)
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CONSOLIDATED STATEMENT OF CASH FLOWS

For the year ended 31 December 2021

2021 2020
RMB’000 RMB’000
Cash flows from financing activities

New bank borrowings raised 8,174,885 5,502,683
Repayments of borrowings (5,532,176) (5,397,489)
Repayments of loan notes - (400,000)
Advance to an associate (70,000) -
Dividend paid (374,810) (404,261)
Dividend paid to non-controlling interests (84,040) (57,580)
Capital contribution from a non-controlling shareholders 180,349 70,738
Equity transaction 4,729,733 -
Share repurchase - (4,891)
Repayment of lease liabilities (M,843) (9,747)
Net cash generated from/(used in) financing activities 7,012,098 (700,547)
Net increase in cash and cash equivalents 4,241,059 302,114
Cash and cash equivalents at the beginning of the year 4,456,305 4,154,191
Cash and cash equivalents at the end of the year 8,697,364 4,456,305

Analysis of cash and cash equivalents
Bank and cash balances 8,697,364 4,456,305




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2021

General Information

Tianneng Power International Limited (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 49 to the
consolidated financial statements. The Company and its subsidiaries are collectively referred to as the “Group”.

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

Adoption of New and Revised Hong Kong Financial Reporting Standards

In the current year, the Group has adopted all the new and revised Hong Kong Financial Reporting Standards (the “HKFRSs”)
issued by the Hong Kong Institute of Certified Public Accountants (the “HKICPA”) that are relevant to its operations and effective for
its accounting year beginning on 1January 2021. HKFRSs comprise Hong Kong Financial Reporting Standards (the “HKFRS”); Hong
Kong Accounting Standards (the “HKAS"); and Interpretations. The adoption of these new and revised HKFRSs did not result in
significant changes to the Group’s accounting policies, presentation of the Group’s financial statements and amounts reported for
the current year and prior years.

The Group has not applied the new HKFRSs that have been issued but are not yet effective. The application of these new HKFRSs
will not have material impact on the financial statements of the Group.

Significant Accounting Policies

These consolidated financial statements have been prepared in accordance with HKFRSs issued by the HKICPA, and the
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.

These consolidated financial statements have been prepared under the historical cost convention, as modified by the equity
investments at fair value through other comprehensive income, debt instruments at fair value through other comprehensive
income, financial assets at fair value through profit or loss 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.

The preparation of consolidated financial statements in conformity with HKFRSs requires the use of certain key assumptions
and estimates. It also requires the directors to exercise its judgements in the process of applying the accounting policies. The
areas involving critical judgements and areas where assumptions and estimates are significant to these consolidated financial

statements, are disclosed in note 4 to the consolidated financial statements.

The significant accounting policies applied in the preparation of these consolidated financial statements are set out below.

TIANNENG POWER INTERNATIONAL LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2021

3. Significant Accounting Policies (continued)
Consolidation

The consolidated financial statements include the financial statements of the Company and its subsidiaries made up to 31
December. Subsidiaries are entities over which the Group has control. The Group controls an entity when it is exposed, or has
rights, to variable returns from its involvement with the entity and has the ability to affect those returns through its power over the
entity. The Group has power over an entity when the Group has existing rights that give it the current ability to direct the relevant
activities, i.e. activities that significantly affect the entity’s returns.

When assessing control, the Group considers its potential voting rights as well as potential voting rights held by other parties, to
determine whether it has control. A potential voting right is considered only if the holder has the practical ability to exercise that
right.

Subsidiaries are consolidated from the date on which control is transferred to the Group. They are de-consolidated from the date
the control ceases.

The gain or loss on the disposal of a subsidiary that results in a loss of control represents the difference between (i) the fair value
of the consideration of the sale plus the fair value of any investment retained in that subsidiary and (i) the Company’s share of
the net assets of that subsidiary plus any remaining goodwiill relating to that subsidiary and any related accumulated translation
reserve.

Intragroup transactions, balances and unrealised profits are eliminated. Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment of the asset transferred. Accounting policies of subsidiaries have been changed
where necessary to ensure consistency with the policies adopted by the Group.

Non-controlling interests represent the equity in subsidiaries not attributable, directly or indirectly, to the Company. Non-controlling
interests are presented in the consolidated statement of financial position and consolidated statement of changes in equity within
equity. Non-controlling interests are presented in the consolidated statement of profit or loss and other comprehensive income as
an allocation of profit or loss and total comprehensive income for the year between the non-controlling shareholders and owners
of the Company.

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

Changes in the Company’s ownership interest in a subsidiary that do not result in a loss of control are accounted for as equity
transactions (i.e. transactions with owners in their capacity as owners). The carrying amounts of the controlling and non-
controlling interests are adjusted to reflect the changes in their relative interests in the subsidiary. Any difference between the
amount by which the non-controlling interests are adjusted and the fair value of the consideration paid or received is recognised
directly in equity and attributed to the owners of the Company.

Business combination and goodwiill
The acquisition method is used to account for the acquisition of a subsidiary in a business combination. The cost of acquisition

is measured at the acquisition-date fair value of the assets given, equity instruments issued, liabilities incurred and contingent
g. ~consideration. Acquisition-related costs are recognised as expenses in the periods in which the costs are incurred and the

services are received. Identifiable assets and liabilities of the subsidiary in the acquisition are measured at their acquisition-date

o fair values.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2021

Significant Accounting Policies (continued)
Business combination and goodwiill (Continued)

The excess of the cost of acquisition over the Company’s share of the net fair value of the subsidiary’s identifiable assets and
liabilities is recorded as goodwill. Any excess of the Company’s share of the net fair value of the identifiable assets and liabilities
over the cost of acquisition is recognised in consolidated profit or loss as a gain on bargain purchase which is aftributed to the
Company.

In a business combination achieved in stages, the previously held equity interest in the subsidiary is remeasured at its acquisition-
date fair value and the resulting gain or loss is recognised in consolidated profit or loss. The fair value is added to the cost of
acquisition to calculate the goodwiill.

If the changes in the value of the previously held equity interest in the subsidiary were recognised in other comprehensive income
(for example, equity investments ar fair value through other comprehensive income), the amount that was recognised in other
comprehensive income is recognised on the same basis as would be required if the previously held equity interest were disposed
of.

Goodwill is tested annually for impairment or more frequently if events or changes in circumstances indicate that it might be
impaired. Goodwill is measured at cost less accumulated impairment losses. The method of measuring impairment losses
of goodwill is the same as that of other assets as stated in the accounting policy below. Impairment losses of goodwill are
recognised in consolidated profit or loss and are not subsequently reversed. Goodwill is allocated to cash-generating units that
are expected to benefit from the synergies of the acquisition for the purpose of impairment testing.

The non-controlling interests in the subsidiary are initially measured at the non-controlling shareholders’ proportionate share of
the net fair value of the subsidiary’s identifiable assets and liabilities at the acquisition date.

Associates

Associates are entities over which the Group has significant influence. Significant influence is the power to participate in the
financial and operating policy decisions of an entity but is not control or joint control over those policies. The existence and effect
of potential voting rights that are currently exercisable or convertible, including potential voting rights held by other entities, are
considered when assessing whether the Group has significant influence. In assessing whether a potential voting right contributes
to significant influence, the holder’s intention and financial ability to exercise or convert that right is not considered.

Investment in an associate is accounted for in the consolidated financial statements by the equity method and is initially
recognised at cost. Identifiable assets and liabilities of the associate in an acquisition are measured at their fair values at the
acquisition date. The excess of the cost of acquisition over the Group’s share of the net fair value of the associate’s identifiable
assets and liabilities is recorded as goodwill. The goodwill is included in the carrying amount of the investment and is tested for
impairment together with the investment at the end of each reporting period when there is objective evidence that the investment
is impaired. Any excess of the Group ‘s share of the net fair value of the identifiable assets and liabilities over the cost of
acquisition is recognised in consolidated profit or loss.

The Group’s share of an associate’s post-acquisition profits or losses is recognised in consolidated profit or loss, and its share
of the post-acquisition movements in reserves is recognised in the consolidated reserves. The cumulative post-acquisition
movements are adjusted against the carrying amount of the investment. When the Group’s share of losses in an associate equals
or exceeds its interest in the associate, including any other unsecured receivables, the Group does not recognise further losses,
unless it has incurred obligations or made payments on behalf of the associate. If the associate subsequently reports profits, the
Group resumes recognising its share of those profits only after its share of the profits equals the share of losses not recognised.

TIANNENG POWER INTERNATIONAL LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2021

3. Significant Accounting Policies (continued)

Associates (Continued)

The gain or loss on the disposal of an associate that results in a loss of significant influence represents the difference between (i)
the fair value of the consideration of the sale plus the fair value of any investment retained in that associate and (i) the Group’s
share of the net assets of that associate plus any remaining goodwill relating to that associate and any related accumulated
translation reserve. If an investment in an associate becomes an investment in a joint venture, the Group continues to apply the
equity method and does not remeasure the retained interest.

Unrealised profits on transactions between the Group and its associates are eliminated to the extent of the Group’s interests in
the associates. Unrealised losses are also eliminated unless the transaction provides evidence of an impairment of the asset
transferred. Accounting policies of associates have been changed where necessary to ensure consistency with the policies
adopted by the Group.

Foreign currency translation

(@)

(b)

()

Functional and presentation currency

ltems included in the financial statements of each of the Group’s entities are measured using the currency of the primary
economic environment in which the entity operates (the “functional currency”). The consolidated financial statements are
presented in RMB, which is the Company’s presentation currency and functional currency.

Transactions and balances in each entity’s financial statements

Transactions in foreign currencies are translated into the functional currency on initial recognition using the exchange rates
prevailing on the transaction dates. Monetary assets and liabilities in foreign currencies are translated at the exchange
rates at the end of each reporting period. Gains and losses resulting from this translation policy are recognised in profit or
loss.

Non-monetary items that are measured at fair values in foreign currencies are translated using the exchange rates at the
dates when the fair values are determined.

When a gain or loss on a non-monetary item is recognised in other comprehensive income, any exchange component of
that gain or loss is recognised in other comprehensive income. When a gain or loss on a non-monetary item is recognised
in profit or loss, any exchange component of that gain or loss is recognised in profit or loss.

Translation on consolidation

The results and financial position of all the group entities that have a functional currency different from the Company’s
presentation currency are translated into the Company’s presentation currency as follows:

- Assets and liabilities for each statement of financial position presented are translated at the closing rate at the date of
that statement of financial position;

- Income and expenses are translated at average exchange rates (unless this average is not a reasonable
approximation of the cumulative effect of the rates prevailing on the transaction dates, in which case income and

expenses are translated at the exchange rates on the transaction dates); and

- All resulting exchange differences are recognised in the translation reserve.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2021

3. Significant Accounting Policies (continued)
Foreign currency translation (Continued)
() Translation on consolidation (Continued)
On consolidation, exchange differences arising from the translation of the net investment in foreign entities and of
borrowings are recognised in the translation reserve. When a foreign operation is sold, such exchange differences are

recognised in consolidated profit or loss as part of the gain or loss on disposal.

Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as assets and liabilities of the
foreign entity and translated at the closing rate.

Property, plant and equipment

Buildings comprise mainly factories and offices. Property, plant and equipment are stated at cost less accumulated depreciation
and impairment loss.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only when it is
probable that future economic benefits associated with the item will flow to the Group and the cost of the item can be measured
reliably. All other repairs and maintenance are recognised in profit or loss during the period in which they are incurred.

Depreciation of property, plant and equipment is calculated at rates sufficient to write off their costs less their residual values over
the estimated useful lives or annual rate on a straight-line basis. The principal annual rates are as follows:

Buildings 4.8%
Plant and machinery 9.5%
Motor vehicles 19%
Furniture, fixtures and equipment 9.5%-19%

The residual values, useful lives and depreciation method are reviewed and adjusted, if appropriate, at the end of each reporting
period.

Construction in progress represents buildings under construction and plant and machinery pending installation, and is stated at
cost less impairment losses. Depreciation begins when the relevant assets are available for use.

The gain or loss on disposal of property, plant and equipment is the difference between the net sales proceeds and the carrying
amount of the relevant asset, and is recognised in profit or loss.

Leases

The Group as lessee

Leases are recognised as right-of-use assets and corresponding lease liabilities when the leased assets are available for use by
the Group. Right-of-use assets are stated at cost less accumulated depreciation and impairment losses. Depreciation of right-of-
use assets is calculated at rates to write off their cost over the shorter of the asset’s useful life and the lease term on a straight-line

basis. The principal annual rates are as follows:

Land and buildings 1.52% — 6.06%
Land use rights 1.43% —2.08%
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2021

3. Significant Accounting Policies (continued)
Leases (Continued)
The Group as lessee (Continued)
Right-of-use assets are measured at cost comprising the amount of the initial measurement of the lease liabilities, lease payments
prepaid, initial direct costs and the restoration costs. Lease liabilities include the net present value of the lease payments
discounted using the interest rate implicit in the lease if that rate can be determined, or otherwise the Group’s incremental
borrowing rate. Each lease payment is allocated between the liability and finance cost. The finance cost is charged to profit or loss
over the lease term so as to produce a constant periodic rate of interest on the remaining balance of the lease liability.
Payments associated with short-term leases and leases of low-value assets are recognised as expenses in profit or loss on a
straight-line basis over the lease terms. Short-term leases are leases with an initial lease term of 12 months or less. Low-value
assets are assets of value below US$5,000.
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 activities (or from the development phase of an internal project)
is recognised if, and only if, all of the following have been demonstrated:

the technical feasibility of completing the intangible asset so that it will be available for use or sale;
- 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 fo 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.

Properties for sale under development

. prepaid land lease payments, construction costs, borrowing costs capitalised and other direct costs attributable to such properties.
~  Net redlisable value is determined by reference to sale proceeds received after the reporting period less selling expenses, or by

estimates based on prevailing market condition. On completion, the properties are reclassified to properties held for sale at the
4T then carrying amount.

« Properties for sale under development are stated at the lower of cost and net realisable value. Costs include acquisition costs,
'r.;
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Significant Accounting Policies (continued)

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined using the weighted average basis. The cost
of finished goods and work in progress comprises raw materials, direct labour and an appropriate proportion of all production
overhead expenditure, and where appropriate, subcontracting charges. Net realisable value is the estimated selling price in the
ordinary course of business, less the estimated costs of completion and the estimated costs necessary to make the sale.

Recognition and derecognition of financial instruments

Financial assets and financial liabilities are recognised in the statement of financial position when the Group becomes a party to
the contractual provisions of the instruments.

Financial assets are derecognised when the contractual rights to receive cash flows from the assets expire; the Group transfers
substantially all the risks and rewards of ownership of the assets; or the Group neither transfers nor retains substantially all the
risks and rewards of ownership of the assets but has not retained control on the assets. On derecognition of a financial asset, the
difference between the asset’s carrying amount and the sum of the consideration received is recognised in profit or loss.

Financial liabilities are derecognised when the obligation specified in the relevant contract is discharged, cancelled or expires. The
difference between the carrying amount of the financial liability derecognised and the consideration paid is recognised in profit or
loss.

Financial assets

Financial assets are recognised and derecognised on a trade date basis where the purchase or sale of an asset is under a
contract whose terms require delivery of the asset within the timeframe established by the market concerned, and are initially
recognised at fair value, plus directly attributable transaction costs except in the case of financial assets at fair value through profit
or loss (the “Financial assets at FVTPL). Transaction costs directly attributable to the acquisition of investments at fair value through
profit or loss are recognised immediately in profit or loss.

Financial assets of the Group are classified under the following categories:

Financial assets at amortised cost;

Debt instruments at fair value through other comprehensive income (the “Debt instruments at FVTOCI");

Equity investments at fair value through other comprehensive income (the “Equity investments at FVTOCI”); and

Financial assets at FVTPL.
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For the year ended 31 December 2021

3. Significant Accounting Policies (continued)

Financial assets (Continued)

(i)

(ii)

Financial assets at amortised cost

Financial assets (including trade and other receivables) are classified under this category if they satisfy both of the following
conditions:

- the assets are held within a business model whose objective is to hold assets in order to collect contractual cash
flows; and

- the contractual terms of the assets give rise on specified dates to cash flows that are solely payments of principal and
interest on the principal amount outstanding.

They are subsequently measured at amortised cost using the effective interest method less loss allowance for expected
credit losses.

Debt instruments at FVTOCI
Debt instruments are classified under this category if they satisfy both of the following conditions:

- the assets are held within a business model whose obijective is achieved by both collecting contractual cash flows and
selling assets; and

- the contractual terms of the assets give rise on specified dates to cash flows that are solely payments of principal and
interest on the principal amount outstanding.

They are subsequently measured at fair value. Interest income calculated using the effective interest method is recognised
in profit or loss.

The assets are treated as monetary items. A foreign currency asset is treated as an asset measured at amortised cost in the
foreign currency. Exchange differences on the amortised cost are recognised in profit or loss.

Other gains or losses are recognised in other comprehensive income and accumulated in the debt investment revaluation
reserve. On derecognition of an investment, the cumulative gains or losses previously accumulated in the debt investment
revaluation reserve are reclassified to profit or loss.

The loss allowance for expected credit losses is recognised in other comprehensive income and does not reduce the
carrying amount of the assets.
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For the year ended 31 December 2021

3. Significant Accounting Policies (continued)

Financial assets (Continued)
(i) Equity investments at FVTOCI

On initial recognition, the Group can make an irrevocable election (on an instrument-by-instrument basis) to designate
investments in equity investments that are not held for trading as at fair value through other comprehensive income.

Equity investments at FVTOCI are subsequently measured at fair value with gains and losses arising from changes in fair
values recognised in other comprehensive income and accumulated in the investment revaluation reserve. On derecognition
of an investment, the cumulative gains or losses previously accumulated in the investment revaluation reserve are not
reclassified to profit or loss.

Dividends on these investments are recognised in profit or loss, unless the dividends clearly represent a recovery of part of
the cost of the investment.

(iv) Financial assets at FVTPL

Financial assets are classified under this category if they do not meet the conditions to be measured at amortised cost and
the conditions of debt instruments at FVTOCI unless the Group designates an equity investment that is not held for trading
as at fair value through other comprehensive income on initial recognition.

Financial assets at FVTPL are subsequently measured at fair value with any gains or losses arising from changes in fair
values recognised in profit or loss. The fair value gains or losses recognised in profit or loss are net of any interest income
and dividend income. Interest income and dividend income are recognised in profit or loss.

Loss allowances for expected credit losses

The Group recognises loss allowances for expected credit losses on financial assets at amortised cost and debt instruments at
FVTOCI. Expected credit losses are the weighted average of credit losses with the respective risks of a default occurring as the
weights.

At the end of each reporting period, the Group measures the loss allowance for a financial instrument at an amount equal to
the expected credit losses that result from all possible default events over the expected life of that financial instrument (“lifetime
expected credit losses”) for trade receivables, or if the credit risk on that financial instrument has increased significantly since initial
recognition.

If, at the end of the reporting period, the credit risk on a financial instrument (other than trade receivables) has not increased
significantly since initial recognition, the Group measures the loss allowance for that financial instrument at an amount equal
to the portion of lifetime expected credit losses that represents the expected credit losses that result from default events on that
financial instrument that are possible within 12 months after the reporting period.

The amount of expected credit losses or reversal to adjust the loss allowance at the end of the reporting period to the required
amount is recognised in profit or loss as an impairment gain or loss.

Cash and cash equivalents

For the purpose of the statement of cash flows, cash and cash equivalents represent cash at bank and on hand, demand
deposits with banks and other financial institutions, and short-term highly liquid investments which are readily convertible into
known amounts of cash and subject to an insignificant risk of change in value. Bank overdrafts which are repayable on demand
and form an integral part of the Group’s cash management are also included as a component of cash and cash equivalents.
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3. Significant Accounting Policies (continued)
Financial liabilities and equity instruments
Financial liabilities and equity instruments are classified according to the substance of the contractual arrangements entered
info and the definitions of a financial liability and an equity instrument under HKFRSs. An equity instrument is any contract that
evidences a residual interest in the assets of the Group after deducting all of its liabilities. The accounting policies adopted for

specific financial liabilities and equity instruments are set out below.

Borrowings and long-term loan note

Borrowings and long-term loan note are initially recognised at fair value, net of transaction costs incurred, and subsequently
measured at amortised cost using the effective interest method.

Borrowings and long-term loan note are classified as current liabilities unless the Group has an unconditional right to defer
settlement of the liability for at least 12 months after the reporting period.

Trade and other payables

Trade and other payables are initially recognised at fair value and subsequently measured at amortised cost using the effective
interest method unless the effect of discounting would be immaterial, in which case they are stated at cost.

Derivative financial instruments

Derivatives (including contingent considerations under business combinations) are initially recognised and subsequently
measured at fair value with any gains or losses arising from changes in fair values recognised in profit or loss.

Equity instruments

Equity instruments issued by the Company are recorded at the proceeds received, net of direct issue costs.

Revenue from contracts with customers

Revenue is measured based on the consideration specified in a contract with a customer with reference to the customary business
practices and excludes amounts collected on behalf of third parties. For a contract where the period between the payment by the
customer and the transfer of the promised product or service exceeds one year, the consideration is adjusted for the effect of a
significant financing component.

The Group recognises revenue when it satisfies a performance obligation by transferring control over a product or service to
a customer. Depending on the terms of a contract and the laws that apply to that contract, a performance obligation can be
satisfied over time or at a point in time. A performance obligation is satisfied over time if:

- the customer simultaneously receives and consumes the benefits provided by the Group’s performance;

- the Group’s performance creates or enhances an asset that the customer controls as the asset is created or enhanced; or

the Group’s performance does not create an asset with an alternative use to the Group and the Group has an enforceable
right to payment for performance completed to date.

If a performance obligation is satisfied over time, revenue is recognised by reference to the progress towards complete
“f satisfaction of that performance obligation. Otherwise, revenue is recognised at a point in time when the customer obtains control
= of the product or service.
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3. Significant Accounting Policies (continued)

Other revenue

Interest income is recognised using the effective interest method.

Dividend income is recognised when the shareholders’ rights to receive payment are established.

Employee benefits

(a) Employee leave entitlements
Employee entitlements to annual leave and long service leave are recognised when they accrue to employees. A provision
is made for the estimated liability for annual leave and long service leave as a result of services rendered by employees up
to the at the end of the reporting period.
Employee entitlements to sick leave and maternity leave are not recognised until the time of leave.

(b) Pension obligations
The Group contributes to defined contribution retirement schemes which are available to all employees. Contributions to the
schemes by the Group and employees are calculated as a percentage of employees’ basic salaries. The retirement benefit
scheme cost charged in profit or loss represents contributions payable by the Group to the funds.

(c) Termination benefits

Termination benefits are recognised at the earlier of the dates when the Group can no longer withdraw the offer of those
benefits and when the Group recognises restructuring costs and involves the payment of termination benefits.

Share-based payments
The Group issues equity-settled share-based payments to certain directors and employees.

Equity-settled share-based payments to directors and employees are measured at the fair value (excluding the effect of non
market-based vesting conditions) of the equity instruments at the date of grant. The fair value determined at the grant date of the
equity-settled share-based payments is expensed on a straight-line basis over the vesting period, based on the Group’s estimate
of shares that will eventually vest and adjusted for the effect of non market-based vesting conditions.

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 capitalised as part of 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.

To the extent that funds are borrowed generally and used for the purpose of obtaining a qualifying asset, the amount of
borrowing costs eligible for capitalisation is determined by applying a capitalisation rate to the expenditures on that asset. The
capitalisation rate is the weighted average of the borrowing costs applicable to the borrowings of the Group that are outstanding

during the period, other than borrowings made specifically for the purpose of obtaining a qualifying asset.

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

A government grant is recognised when there is reasonable assurance that the Group will comply with the conditions attaching to
it and that the grant will be received.

Government grants relating to income are deferred and recognised in profit or loss over the period to match them with the costs
they are intended to compensate.

Government grants that become 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.

Government grants relating to the purchase of assets are recorded as deferred income and recognised in profit or loss on a
straight-line basis over the useful lives of the related assets.

Taxation
Income tax represents the sum of the current tax and deferred tax.

The tax currently payable is based on taxable profit for the year. Taxable profit differs from profit recognised in profit or loss
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 differences between the carrying amounts of assets and liabilities in the consolidated financial
statements and the corresponding tax bases used in the computation of taxable profit. Deferred tax liabilities are generally
recognised for all taxable temporary differences and deferred tax assets are recognised to the extent that it is probable that
taxable profits will be available against which deductible temporary differences, unused tax losses or unused tax credits 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 associates
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.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced to the extent that it is no
longer probable that sufficient taxable 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 that have been enacted or substantively enacted by the end of the reporting period. Deferred tax
is recognised in profit or loss, except when it relates to items recognised in other comprehensive income or directly in equity, in
which case the deferred tax is also recognised in other comprehensive income or directly in equity.

The measurement of deferred fax assets and liabilities reflects the fax 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.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets against current
tax liabilities and when they relate to income taxes levied by the same taxation authority and the Group intends to settle its current
tax assets and liabilities on a net basis.
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3. Significant Accounting Policies (continued)

Segment reporting

Operating segments and the amounts of each segment item reported in the financial statements are identified from the financial
information provided regularly to the Group’s most senior executive management for the purpose of allocating resources and
assessing the performance of the Group’s various lines of business.

Individually material operating segments are not aggregated for financial reporting purposes unless the segments have similar
economic characteristics and are similar in respect of the nature of products and services, the nature of productions processes,
the type or class of customers, the methods used to distribute the products or provide the services, and the nature of the
regulatory environment. Operating segments which are not individually material may be aggregated if they share a majority of
these criteria.

Related parties

A related party is a person or entity that is related to the Group.

(a)

(b)

A person or a close member of that person’s family is related to the Group if that person:

(i

(ii)

(i)

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

is a member of the key management personnel of the Company or of a parent of the Company.

An entity is related to the Group (reporting entity) if any of the following conditions applies:

(i)

(ii)

(i)

(iv)

(v)

(vi)

(vii)

(viii)

The entity and the Company are members of the same group (which means that each parent, subsidiary and fellow
subsidiary is related to the others).

One entity is an associate or joint venture of the other entity (or an associate or joint venture of a member of a group
of which the other entity is a member).

Both entities are joint ventures of the same third party.
One entity is a joint venture of a third entity and the other entity is an associate of the third entity.

The entity is a post-employment benefit plan for the benefit of employees of either the Group or an entity related to
the Group. If the Group is itself such a plan, the sponsoring employers are also related to the Group.

The entity is controlled or jointly controlled by a person identified in (a).

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

The entity, or any member of a group of which it is a part, provides key management personnel services to the
Company or to a parent of the Company.

TIANNENG POWER INTERNATIONAL LIMITED

90



91

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the

3.

year ended 31 December 2021

Significant Accounting Policies (continued)
Impairment of assets

At the end of each reporting period, the Group reviews the carrying amounts of its tangible and intangible assets except goodwill,
investments, investories, tax recoverable and receivables, 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 any impairment loss. Where 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.

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 fo the asset.

If the recoverable amount of an asset or cash-generating unit is estimated to be less than its carrying amount, the carrying
amount of the asset or cash-generating unit is reduced to its recoverable amount. An impairment loss is recognised immediately
in profit or loss, unless the relevant asset is carried at a revalued amount, in which case the impairment loss is treated as a
revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset or cash-generating 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 (net of amortisation or depreciation) had no impairment loss been recognised for the asset or cash-
generating unit in prior years. A reversal of an impairment loss is recognised immediately in profit or loss, unless the relevant
asset is carried at a revalued amount, in which case the reversal of the impairment loss is treated as a revaluation increase.

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or amount when the Group has a present legal or constructive
obligation arising as a result of a past event, it is probable that an outflow of economic benefits will be required to settle the
obligation and a reliable estimate can be made. Where the time value of money is material, provisions are stated at the present
value of the expenditures expected to settle the obligation.

Where it is not probable that an outflow of economic benefits will be required, or the amount cannot be estimated reliably, the
obligation is disclosed as a contingent liability, unless the probability of outflow is remote. Possible obligations, whose existence
will only be confirmed by the occurrence or non-occurrence of one or more future events are also disclosed as contingent liabilities
unless the probability of outflow is remote.

Events after the reporting period

Events after the reporting period that provide additional information about the Group’s position at the end of the reporting period
or those that indicate the going concern assumption is not appropriate are adjusting events and are reflected in the financial
statements. Events after the reporting period that are not adjusting events are disclosed in the notes to the consolidated financial
statements when material.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2021

4. Critical Judgements and Key Estimates

Key sources of estimation uncertainty

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

(@)

(b)

(©

Warranty provision

The Group provides a warranty up fo 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 and the fifteenth month after the date of sale. Estimated costs related to product
warranty are accrued at the time of sale and are based upon various factors including the historical actual warranty claims,
the estimated replacement cost and repair cost 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. In case where the actual future warranty expenses are less or more than
expected, a material reversal or further recognition of warranty provision may arise, which would be recognised in profit or
loss for the period in which such a reversal or further recognition takes place.

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 all estimated costs of completion and costs necessary to
make the sale.

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 valuation 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
based primarily on the latest market prices and current market conditions. The net realisable value for finished goods will be
affected if the actual market prices and market conditions are less than expected.

Provision of expected credit losses for trade and other receivables and loan receivable

The Group uses provision matrix to calculate expected credit losses for certain frade and other receivables and loan
receivable. The provision rates are based on internal credit ratings as groupings of various debtors that have similar loss
patterns. The provision matrix is based on the Group’s historical default rates taking into consideration forward-looking
information that is reasonable and supportable available without undue costs or effort. At every reporting date, the historical
observed default rates are reassessed and changes in the forward-looking information are considered.
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4. Critical Judgements and Key Estimates (continued)

Key sources of estimation uncertainty (Continued)

(d)

(e

Fair value of investment

In the absence of quoted market prices in an active market, the directors estimate the fair value of the Group’s Debt
instruments at FVTOCI and financial assets at FVTPL, details of which are set out in note 6 to the consolidated financial
statements.

Property, plant and equipment and depreciation

The Group determines the estimated useful lives, residual values and related depreciation charges for the Group’s property,
plant and equipment. This estimate is based on the historical experience of the actual useful lives and residual values of
property, plant and equipment of similar nature and functions. The Group will revise the depreciation charge where useful
lives and residual values are different to those previously estimated, or it will write-off or write-down technically obsolete or
non-strategic assets that have been abandoned or sold.

Financial Risk Management

The Group’s activities expose it o a variety of financial risks: foreign currency risk, price risk, interest rate risk, credit risk and
liquidity risk. The Group’s overall risk management programme focuses on the unpredictability of financial markets and seeks to
minimise potential adverse effects on the Group’s financial performance.

(a)

(b)

Foreign currency risk

The Group has minimal exposure to foreign currency risk as most of its business transactions, assets and liabilities are
principally denominated in the functional currencies of the Group entities which is RMB. The Group currently does not have
a foreign currency hedging policy in respect of foreign currency transactions, assets and liabilities. The Group will monitor its
foreign currency exposure closely and will consider hedging significant foreign currency exposure should the need arise.

Price risk

The Group is exposed to equity price risk through its investments in listed equity securities measured at FVTPL and FVTOCI.
For equity securities measured at FVTPL quoted in the Stock Exchange, the management manages this exposure by
maintaining a portfolio of investments with different risks. In addition, the Group also invested in certain quoted equity
securities for investees operating in battery industry sector for long term strategic purposes which had been designed as
FVTOCI. 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.
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For the year ended 31 December 2021

5. Financial Risk Management (continued)

(b)

(c)

(d)

Price risk (Continued)
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% (2020: 10%) in current year as a result of the volatile financial market.

If the prices of the respective equity investments had been 10% (2020: 10%) higher/lower:

- post-tax profit for the year ended 31 December 2021 would increase/decrease by RMB6,207,000 (2020:
RMB7,856,000) as a result of the changes in fair value of financial assets at FVTPL; and

- investment revaluation reserve would increase/decrease by RMB22,783,000 (2020: RMB30,555,000) for the Group as
a result of the changes in fair value of equity investments at FVTOCI.

Interest rate risk

The Group is exposed to fair value interest rate risk in relation to debt instruments at FVTOCI, pledged bank deposits, bank
balances and borrowings (see notes 31 and 34 for details of these pledged bank deposits, bank balances and borrowings,
respectively). The Group is also exposed to cash flow interest rate risk in relation to variable-rate bank balances (see note
31 for details), variable-rate bank borrowings (see note 34 for details). The directors of the Company monitor interest rate
exposures and will consider hedging significant interest rate risk should the need arise.

In the opinion of the management of the Group, the expected change in interest rate will not have significant impact on the
interest income on bank balances and interest expenses on borrowings, hence sensitivity analysis is not presented.

Credit risk

The Group’s maximum exposure to credit risk which will cause a financial loss to the Group is arising from the amount of
each class of financial assets as disclosed in the consolidated statement of financial position. The Group does not hold any
collateral or other credit enhancements to cover its credit risks associated with its financial assets.

Trade receivables arising from contracts with customers

In order to minimise the credit risk, the management of the Group has delegated a team responsible for determination of
credit limits and credit approvals. Before accepting any new customer, the Group uses an internal credit scoring system
to assess the potential customer’s credit quality and defines credit limits by customer. Limits and scoring attributed to
customers are reviewed twice a year. Other monitoring procedures are in place to ensure that follow-up action is taken to
recover overdue debts. In addition, the Group performs impairment assessment under ECL model upon application of HKFRS
9 on trade balances based on provision matrix for other debtors. In this regard, the directors of the Company consider that
the Group’s credit risk is significantly reduced.
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5. Financial Risk Management (continued)

(d) Credit risk (Continued)

Trade receivables arising from contracts with customers (Continued)

The Group’s internal credit risk grading assessment comprises the following categories:

Internal

credit rating _ Description

Trade receivables and trade-
related amounts due from
related parties

Other financial assets

Grade A

Grade B

Grade C

Grade D

Grade E
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The counterparty has a low risk of
default and does not have any pastdue
amounts or the counterparty is a new
customer as a large producer with good
reputation and credit rating based on
internal assessment

Debtor frequently repays after due
dates but usually settle after due date
or the counterparty is a new customer
other than those grouped in grade A
counterparties

The counterparty delays its payment
after due dates with no settlement yet

or there have been significant increases
in credit risk since initial recognition
through information developed internally
or external resources

The counterparty has been charged

by the Group or could not settle the
receivables according to the contracts
or there is other evidence indicating the
asset is credit-impaired

There is evidence indicating that the
debtor is in severe financial difficulty and
the Group has no realistic prospect of
recovery

Lifetime ECL — not credit-
impaired

Lifetime ECL — not credit-

impaired

Lifetime ECL — not credit-

impaired

Lifetime ECL — credit-impaired

Amount is written off

12-month ECL

12-month ECL

Lifetime ECL — not credit-impaired

Lifetime ECL - credit-impaired

Amount is written off



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2021

5. Financial Risk Management (continued)

(d)

Credit risk (Continued)
Trade receivables arising from contracts with customers (Continued)

The tables below detail the credit risk exposures of the Group’s financial assets, which are subject to ECL assessment:

Financial assets Internal credit rating Gross carrying amount
2021 2020
RMB’000 RMB'000
Trade receivables Note i
— Lifetime ECL (provision matrix) 1,704,083 962,465
— Credit impaired 164,565 182,155
1,868,648 1,144,620
Other receivables Note ii
—12-month ECL 106,231 156,753
— Lifetime ECL (not credit impaired) 41,300 37,823
— Credit impaired 36,993 35,212
184,524 229,788
Loan receivables Note ii
—12-month ECL 491,339 224,757
Trade-related amounts due from related parties Note i
— Lifetime ECL (not credit impaired) 3,479 13,475
Debt instruments at FVTOCI Note iii
—12-month ECL 987,055 2,069,365
Pledged bank deposits Note iii
- 12-month ECL 2,943,087 1,303,060
Bank balances Note iii
—12-month ECL 8,697,364 4,456,305
15,175,496 9,441,370
Notes:

(i) For trade receivables and trade-related amounts due from related parties, the Group has applied the simplified approach in
accordance with HKFRS 9 to measure the loss allowance at lifetime ECL. Except for debtors with significant outstanding balances
or credit-impaired, the Group determines the expected credit losses on these receivables by using a provision matrix, grouped by
internal credit rating.

(ii) For other and loan receivables, the Group has applied 12-month ECL assessment in accordance with HKFRS 9 to measure the loss
allowance except for those balances that the management considered the credit risk has increased significantly and/or those
balances that are considered to be credit impaired. The ECL on other receivables are assessed individually based on historical
settlement records, adjusted for factors that are specific to the debtors, general economic conditions and an assessment of both the
current as well as the forecast direction of conditions at the end of reporting period.
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For the year ended 31 December 2021

5. Financial Risk Management (continued)
(d) Credit risk (Continued)

Trade receivables arising from contracts with customers (Continued)
Notes: (Continued)

(i) For bank balances and pledged bank deposits, the management considered the credit risk has not increased significantly since the
initial recognition. According to the historical observed default rates of these debtors, the average loss rate is immaterial.

For debt instruments at FVTOCI, since they are all issued by reputable banks of good credit quality, the management of the Group
considered the credit risk of these bank issued bills is insignificant and no impairment was provided on these receivables at the year
end.

As part of the Group’s credit risk management, the Group applies internal credit rating for its customers. The following
table provides information about the exposure to credit risk and loss allowance for trade receivables which are assessed
collectively based on provision matrix within lifetime ECL (not credit impaired). As at 31 December 2021, the credit impaired
debtors with gross carrying amounts of RMB164,565,000 (2020: RMB182,155,000) were assessed individually.

Gross Impairment
Internal credit rating Average loss rate carrying amount loss allowance
RMB’000 RMB'000

As at 31 December 2021
Grade A 0.5% 381,473 1,907
Grade B 5% 1,151,323 57,566
Grade C 20% 171,287 34,257
1,704,083 93,730

As at 31 December 2020
Grade A 0.5% 157,773 789
Grade B 5% 736,853 36,843
Grade C 20% 67,839 13,568
962,465 51,200

The estimated loss rates are estimated based on historical observed default rates over the expected life of the debtors
and are adjusted for forward-looking information that is available without undue cost or effort. The grouping is regularly
reviewed by management to ensure relevant information about specific debtors is updated.

During the year ended 31 December 2021, the Group provided RMB93,730,000 (2020: RMB51,200,000) impairment
allowance for trade receivables, based on the provision matrix. Impairment allowance of RMB159,781,000 (2020:
RMB176,172,000) were made on credit impaired debtors, which have been charged by the Group or have been included
in the name list of entities, which could not pay back money according to their contracts, published on the website of the
Supreme People’s Court of the PRC.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

5. Financial Risk Management (continued)

(d)

Credit risk (Continued)

Trade receivables arising from contracts with customers (Continued)

The following table shows the movement in lifetime ECL that has been recognised for trade receivables under the simplified

For the year ended 31 December 2021

approach.
Lifetime ECL
(not credit Lifetime ECL
impaired) (credit impaired) Total
RMB'000 RMB'000 RMB'000
As at 1January 2020 30,736 188,485 219,221
— Impairment losses recognised, net of reversal 20,487 (11,943 8,544
— Written off (23) (370) (393)
As at 31 December 2020 and 1 January 2021 51,200 176,172 227,372
- Impairment losses recognised, net of reversal 42,530 52,805 95,335
— Written off - (69,196) (69,196)
As at 31 December 2021 93,730 159,781 253,51
The following tables show reconciliation of loss allowances that has been recognised for other receivables.
Lifetime ECL
(not credit Lifetime ECL
impaired) (credit impaired) Total
RMB'000 RMB'000 RMB'000
As at 1January 2020 245 37,790 38,035
- Impairment losses recognised 232 (552) (320)
- Written off U] (2,025) (2,026)
As at 31 December 2020 and 1 January 2021 476 35,213 35,689
- Impairment losses recognised, net of reserval - 16,791 16,791
— Written off - (15,771) (15,771)
As at 31 December 2021 476 36,233 36,709
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For the year ended 31 December 2021

5. Financial Risk Management (continued)
(e) 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.

Less than Between 1 Between 2
1year and 2 years and 5 years Over 5 years Total
31 December 2021 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Bills, trade and other payables 8,923,504 - - - 8,923,504
Amounts due to related parties 239,970 - - - 239,970
Borrowings 2,941,571 447,850 972,953 19,293 4,381,667
12,105,045 447,850 972,953 19,293 13,545,141
Less than 1 Between 1 Between 2
year and 2 years and 5 years Over 5 years Total
31 December 2020 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Bills, trade and other payables 7,328,643 - - - 7,328,643
Amounts due to related parties 142,308 - - - 142,308
Borrowings 971,770 341,695 392,635 19,600 1,725,700
8,442,721 341,695 392,635 19,600 9,196,651
(i  Categories of financial instruments
2021 2020
RMB’000 RMB’000
Financial assets:
Financial assets at FVTPL:

Mandatorily measured 1,600,095 572,591
Equity investments at FVTOCI 267,489 327,101
Debt instruments at FVTOCI 987,055 2,069,365
Financial assets at amortised cost (including cash and cash equivalents) 13,970,900 7,115,864
Financial liabilities:

Financial liabilities at fair value through profit or loss:

Derivative financial instruments 263 -

Financial liabilities at amortised cost 13,446,995 9,108,990

(g) Fair values

&

W

The carrying amounts of the Group’s financial assets and financial liabilities at amortised cost as reflected in the
consolidated statement of financial position approximate their respective fair values.
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For the year ended 31 December 2021

6. Fair Value Measurements
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date. The following disclosures of fair value measurements use a fair value hierarchy that

categorises into three levels the inputs to valuation techniques used to measure fair value:

Level 1 inputs: quoted prices (unadjusted) in active markets for identical assets or liabilities that the Group can access at the
measurement date.

Level 2 inputs: inputs other than quoted prices included within level 1 that are observable for the asset or liability, either directly or
indirectly.

Level 3 inputs: unobservable inputs for the asset or liability.

The Group’s policy is to recognise transfers into and transfers out of any of the three levels as of the date of the event or change in
circumstances that caused the transfer.

(a) Disclosures of level in fair value hierarchy at 31 December 2021:

Fair value measurements using

Level 1: Level 2: Level 3: Total

RMB’000 RMB’000 RMB’000 RMB’000
Recurring fair value measurements:
Assets:
Equity investments at FVTOCI 200,937 - - 200,937
Debt instruments at FVTOCI - 987,055 - 987,055
Financial assets at FVTPL 79,095 - 1,521,000 1,600,095
Liabilities:
Derivative financial instruments - (263) - (263)
Total recurring fair value measurements 280,032 986,792 1,521,000 2,787,824

Disclosures of level in fair value hierarchy at 31 December 2020:

Fair value measurements using

Level 1: Level 2: Level 3: Total
RMB’000 RMB’000 RMB’000 RMB’000
Recurring fair value measurements:
Assets:
Equity investments at FVTOCI 305,549 - - 305,549
Debt instruments at FVTOCI - 2,069,365 - 2,069,365
Financial assets at FVTPL 87,806 1,685 483,100 572,591
Total recurring fair value measurements 393,355 2,071,050 483,100 2,947,505
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For the year ended 31 December 2021

6. Fair Value Measurements (continued)

(b)  Reconciliation of assets measured at fair value based on level 3:

Financial assets at

FVTPL

RMB’000

At 1January 2020 804,600
Addition 9,439,420
Seftlement (9,815,134)
Fair value gain recognised in profit or loss (#) 54,214
At 31 December 2020 and 1 January 2021 483,100
Addition 14,844,810
Settlement (13,880,184)
Fair value gain recognised in profit or loss (#) 73,274
At 31 December 2021 1,521,000

(#) Include gains or losses for assets held at 2021 -

(#) Include gains or losses for assets held at 2020 -

There were no transfers among level 1, level 2 and level 3 during both years.

(c) Disclosure of valuation process used by the Group and valuation techniques and inputs used in fair value measurements:
The Group’s financial controller is responsible for the fair value measurements of assets and liabilities required for financial
reporting purposes, including level 3 fair value measurements. The financial controller reports directly to the Board of
Directors for these fair value measurements. Discussions of valuation processes and results are held between the financial

controller and the Board of Directors at least twice a year.

Level 2 fair value measurements

Description Valuation technique/inputs 2021 2020
RMB’000 RMB’000
Debt instruments at FVTOCI Discounted cash flow method 987,055 2,069,365
Commaodity derivative contracts (assets) Reference to the quoted bid prices
of similar standardised commodity
derivative contracts - 1,685
Commaodity derivative contracts (liabilities) Reference to the quoted bid prices
of similar standardised commodity
derivative contracts 263 -

Level 3 fair value measurements

Effect on

fair value

for increase 2021 2020
Description Valuation technique  Unobservable inputs Range of inputs RMB’000 RMB'000
Structured bank deposits Discounted cash Estimated 1.5%-4.6% increase 1,521,000 483,100

at FVTPL flow method refurn
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Revenue

Revenue represents the amounts received and receivable for goods sold excluding value added taxes, less returns and

For the year ended 31 December 2021

allowances and services provided by the Group to outside customers during the year.

2021 2020
RMB’000 RMB’000

Sales of batteries and battery related accessories
Lead-acid battery products (note) 31,820,839 28,337,484
Renewable resources product 2,678,280 1,207,542
Lithium-ion battery products 987,231 1,059,440
Others 2,434,226 1,306,880
Trading of new energy materials 47,695,341 21,613,693
85,615,917 53,525,039

Note: It includes battery products mainly for electrical bicycle, electrical tricycle, tubular battery, lead-acid starter battery, energy storage battery

and standby battery.

Disaggregation of revenue from contracts with customers:

Sales of
batteries and
battery related Trading of new
For the year ended 31 December 2021 accessories energy materials Total
RMB’000 RMB’000 RMB’000
Geographical markets
PRC 37,671,521 47,672,408 85,343,929
Others 249,055 22,933 271,988
37,920,576 47,695,341 85,615,917
Sales of
batteries and
battery related Trading of new
For the year ended 31 December 2020 accessories energy materials Total
RMB’000 RMB'000 RMB'000
Geographical markets
PRC 31,778,649 21,613,693 53,392,342
Others 132,697 - 132,697
31,911,346 21,613,693 53,525,039

For the years ended 31 December 2021 and 2020, all revenues were recognised at a point in time.
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For the year ended 31 December 2021

7. Revenue (continued)

Sales of batteries and battery related accessories

The Group sells lead-acid battery products, recycled lead products, lithium-ion battery products and other products to the
wholesale market. Fixed price contracts are entered into between the Group and customers. The expected duration of the
contracts are less than one year. Revenue is recognised when control of the goods has transferred, being when the goods
have been shipped to the wholesaler’s specific location for most of the customers. For the remaining, control of the goods has
transferred when the goods have been loaded into shipper’s trucks (delivery). Following delivery, the wholesaler has full discretion
over the manner of distribution and price to sell the goods, has the primary responsibility when on selling the goods and bears
the risks of obsolescence and loss in relation to the goods. For sales to distributors, they are normally required to make full
prepayment before goods delivery. The normal credit term for customers other than distributors is normally 45 days upon delivery.

Sales-related warranties associated with lead-acid battery products and lithium-ion battery products cannot be purchased
separately and they serve as an assurance type of warranty that the products sold comply with agreed-upon specifications.
Accordingly, the Group accounts for warranties in accordance with HKAS 37 Provisions, Contingent Liabilities and Contingent
Assets consistent with its previous accounting treatment.

Trading of new energy materials

The Group recognises revenue from trading of new energy materials when the control of new energy materials has transferred,
being when customers collect the new energy materials at the warehouse. Customers has full discretion over the manner
of distribution and price to sell the goods, has the primary responsibility when on selling the goods and bears the risks of
obsolescence and loss in relation to the goods. Customers are normally required to make full prepayment before goods delivery.
Fixed price contracts are entered into between the Group and customers. The expected duration of the contracts are less than one
year.
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For the year ended 31 December 2021

8. Segment Information

The Group's operating and reportable segments are based on information prepared and reported to the chief operating decision
makers (“CODM”), being the board of directors of the Company, for the purposes of resource allocation and performance
assessment. For the sales of batteries and battery related accessories operation, there were no further discrete financial
information since 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 sales of batteries and battery related accessories
operation on a consolidated basis. Therefore, the operation of the Group constitutes two single operating and reportable
segments, (1) sales of batteries and battery related accessories, (2) trading of new energy materials.

These segments are the basis on which the Group reports its segment information.

The CODM makes decisions according to operating result of each segment. No analysis of segment assets and segment liabilities
presented is as the CODM does not regularly review such information for the purpose of resources allocation and performance
assessment. Therefore, only segment revenue and segment results are presented. The accounting policies of the operating and
reportable segment are the same as the Group’s accounting policies described in note 3. Segment results represent the profits
earned by each segment and exclude certain other gains and losses, corporate administrative expenses and finance costs.
Intersegment sales are charged at cost plus profit approach.

Segment revenue and results

For the year ended 31 December 2021

Sales of
batteries and
battery related Trading of new
accessories energy materials Total
RMB’000 RMB’000 RMB’000
Reportable segment revenue derived from

the group’s external customer 37,920,576 47,695,341 85,615,917
Inter-segment sales - 425,539 425,539
Reportable segment revenue 37,920,576 48,120,880 86,041,456
Segment profit 1,613,606 15,241 1,628,847
Other gains and losses (67,778)
Corporate administrative expenses (9,10)
Finance costs (747)
Profit for the year 1,551,212
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For the year ended 31 December 2021

8. Segment Information (continued)

Segment revenue and results (Continued)

For the year ended 31 December 2020

Sales of
batteries and
battery related Trading of new
accessories energy materials Total
RMB’000 RMB’000 RMB’000
Reportable segment revenue derived from
the group’s external customer 31,911,346 21,613,693 53,525,039
Inter-segment sales 1,609 9,391 11,000
Reportable segment revenue 31,912,955 21,623,084 53,536,039
Segment profit 2,490,997 33,015 2,524,012
Other gains and losses 10,226
Corporate administrative expenses (28,829)
Finance costs (834)
Profit for the year 2,504,575
Other segment information
Sales of
batteries and Trading of
battery related new energy
For the year ended 31 December 2021 accessories materials Unallocated Total
RMB’000 RMB’000 RMB’000 RMB’000
Depreciation of property, plant and equipments 570,701 1,921 - 572,622
Amortisation of right-of-use assets 29,954 - - 29,954
Loss on disposal/written off of property,
plant and equipments 45,985 - - 45,985
Inferest revenue 21,166 7,037 218,204
Income tax expense 270,299 15,431 - 285,730
Write-down of inventories 12,888 - - 12,888
Sales of
batteries and Trading of
battery related new energy
For the year ended 31 December 2020 accessories materials Unallocated Total
RMB’000 RMB’000 RMB’000 RMB’000
Depreciation of property, plant and equipments 510,116 N2 - 510,228
Amortisation of right-of-use assets 19,01 - - 19,01
Loss on disposal/written off of property,
lant and equipments 51,234 - - 51,234
t revenue 122,831 14,931 168 137,930
e tax expense 433,279 11,874 - 445,153
own of inventories 4,831 - - 4,831
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For the year ended 31 December 2021

Segment Information (continued)
Information about major customers
During the year ended 31 December 2021 and 2020, none of the Group’s individual customer contributed more than 10% to the
total revenue of the Group.
Other Income
2021 2020
RMB’000 RMB’000
Government grants (note) 669,952 405,728
Sales of scrapped materials 106,982 21,986
Dividend income 10,881 10,007
Others 88,288 92,770
876,103 530,491

Note: The government grants mainly represent unconditional subsidies from the relevant development zone administrative committees and the
local governments of the PRC 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

2021 2020
RMB’000 RMB'000

Net gains/(losses) on financial assets at FVTPL
- structured bank deposits 73,274 54,214
- held-for-trading investments (note i) (14,074) 32,664
- commodity derivative contracts (note ii) 21,352 (26,300)
Write off/loss on disposal of property, plant and equipments (45,985) (51,234)
Net foreign exchange losses 1,834 27,064
46,401 36,408

Notes:

i Net (losses)/gains on held-for-trading investments included losses arising on changes in fair value of RMB14,074,000 (2020: gain of
RMB32,664,000), which were earned on these investments in listed equity securities during the year ended 31 December 2021. Such gains/
(losses) included unrealised losses of RMB15,511,000 (2020: gains of RMB32,664,000) and realised gains of RMB1,437,000 (2020: Nil).

ii) Net gains/(losses) on commaodity derivative contracts represented realised gains of RMB21,615,000 (2020: losses of RMB28,057,000) and
unrealised losses of RMB263,000 (2020: gains of RMB1,757,000) arising on changes in fair value of commodity derivative contracts.

TIANNENG POWER INTERNATIONAL LIMITED

106



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2021

1. Impairment Losses, Net of Reversal

2021 2020
RMB’000 RMB’000
Impairment losses, net of reversal, recognised on
- Trade receivables 95,335 8,544
— Other receivables 16,791 (320)
- Loan receivables 1,333 1,124
113,459 9,348
12. Finance Costs
2021 2020
RMB’000 RMB'000
Interest on borrowings 207,276 130,902
Effective interest on long-term loan note - 24,217
Interest on factorised bills 45,281 47,472
Lease liabilities interest 1,332 1,358
Others 200 8,182
254,089 212,131
13. Taxation
2021 2020
RMB’000 RMB’000
Hong Kong Profits Tax:
— Current tax - -
PRC Enterprise Income Tax (“EIT”):
— Current tax 509,976 479,880
— Over provision in prior years - (25,076)
Deferred tax (note 23): (224,246) (9,651)
285,730 445,153

The Company was incorporated in the Cayman Islands and is exempted from income tax.

For the year ended 31 December 2021 and 2020, Hong Kong Profits Tax is calculated under two-tier profits tax system where the
first HK$2 million of estimated assessable profits is taxed at a reduced rate of 8.25% and the remaining of estimated assessable
profits is taxed at 16.5%.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2021

13. Taxation (continued)

Under the Law of the People’s Republic of China on Enterprise Income Tax (the “EIT Law”) and Implementation Regulation of the
EIT Law, the applicable tax rate of PRC subsidiaries is 25% during the year ended 31 December 2021 except that, Tianneng Battery
Group Co., Ltd. (“Tianneng Battery”), Tianneng Battery Group (Anhui) Co., Ltd. (“Tianneng Battery Anhui”), X 8¢ Ab 48 13 88 )R i% (5
BBRAF], Zhejiang Tianneng Power Energy Co., Lid. (“Zhejiang Tianneng Power”), Tianneng Battery (Wuhu) Co., Ltd. (“Tianneng
Battery Wuhu”), Anhui Zhongneng Power Supply Co., Ltd. (“Anhui Zhongneng”), Tianneng Group (Henan) Energy Technology Co.,
Ltd. (“Tianneng Henan”), Jiyuan Wanyang Green Energy Co., Ltd. (“Jiyuan Wanyang”), Tianneng Battery Group Jiangsu Technology
Co., Ltd. ("Tianneng Jiangsu Technology”), Zhejiang Tianneng Battery (Jiangsu) New Energy Co., Ltd., Zhejiang Hercules Energy Co.,
Ltd., Anhui Hongda Power Supply Co., Ltd. (“Anhui Hongda®), AT/ Ti5:@aEREMR AT, REEEEI L& FEBEIRBR AT and A
JIRBE/TEE M AR A F which were recognised as High-Tech companies and enjoyed a tax rate of 15% for the year ended 31
December 2021 (1.1.2020 to 31.12.2020: 15% applicable for Tianneng Battery, Tianneng Battery Anhui, Zhejiang Tianneng Power,
Tianneng Battery Wuhu, Anhui Zhongneng, Tianneng Henan, Jiyuan Wanyang, Tianneng Jiangsu Technology, Zhejiang Tianneng
Battery (Jiangsu) New Engergy Co., Ltd., Zhejiang Hercules Energy Co., Ltd, Anhui Hongda, XaE2 BILERRHR AR AR, KAEED
BISEERRNERAR, MIZEFEREHIER AR and TG RERBER A F).

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:

2021 2020
RMB’000 RMB’000
Profit before taxation 1,836,942 2,949,728
Tax at the applicable income tax rate of 25% (2020: 25%) 459,236 737,432
Tax effect of income not taxable and expenses not deductible for tax purposes 3,167 (3,931)
Tax effect of tax losses not recognised 1,788 17,976
Utilisation of tax losses previously not recognised (39,317) (23,222)
Income tax at concessionary rates (9,316) (122,719)
Over provision in prior years - (25,076)
Tax effect of additional deduction related to research and
development costs and certain staff costs (148,565) (132,372)
Withholding tax on undistributed profits of PRC subsidiaries 8,737 (2,935)
285,730 445,153
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For the year ended 31 December 2021

14. Profit for the Year

The Group’s profit for the year is stated after charging the following:

2021 2020

RMB’000 RMB’000

Auditor’s remuneration 1,920 1,720
Cost of inventories sold 80,994,895 48,032,934
Write-down of inventories (included in cost of sales) 12,888 4,831
Depreciation of property, plant and equipments 572,622 510,228
Amortisation of right-of-use assets 29,954 19,01
Expenses related to short-term leases 413 10,548
Expenses related to variable lease payments not included in lease liabilities - 9,140
Directors’ remuneration (note 15) 4,528 4,489
Other staff costs 2,403,002 2,111,060
Retirement benefits scheme contributions, excluding directors 286,116 134,577
Share-based payments 13,316 13,084
Total staff costs 2,706,962 2,263,210

At 31 December 2021 and 2020, the Group had no forfeited contributions available to reduce its contributions to the retirement
benefit schemes in the future years.

15. Directors’ and Chief Executive’s Emoluments

Contributions
Salaries and to retirement
For the year ended 31 December 2021 Fees other benefits benefit schemes Total
RMB’000 RMB’000 RMB’000 RMB’000
Executive Director
Zhang Tianren (i) - 1,516 44 1,560
Zhang Aogen - 686 - 686
Zhang Kaihong - 4an - an
Shi Borong - 493 - 493
Zhou Jianzhong - 703 15 718
Independent Non-Executive Director
Huang Dongliang 200 - - 200
Wu Feng (ii) 100 - - 100
Zhang Yong 200 - - 200
Xia Yongyao (iii) 100 - - 100
Total 600 3,869 59 4,528
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2021

Contributions
Salaries and to retirement
For the year ended 31 December 2020 Fees other benefits benefit schemes Total
RMB’000 RMB’000 RMB'000 RMB’000
Executive Director
Zhang Tianren (i) - 1,514 43 1,557
Zhang Aogen - 690 - 690
Zhang Kaihong - 667 - 667
Shi Borong - 226 - 226
Zhou Jianzhong - 735 14 749
Independent Non-Executive Director
Huang Dongliang 200 - - 200
Wu Feng (i) 200 - - 200
Zhang Yong 200 - - 200
Total 600 3,832 57 4,489
Notes:

(i) Mr. 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.

(ii) Resigned as a director on 30 June 2021.

(i  Appointed as a director on 30 June 2021 and resigned as a director on 15 March 2022.

For the year ended 31 December 2021 and 2020, no director included in the five highest paid employees and the remaining five

non-directors.

The highest paid directors are are set out the above table and employees for the year are as follows:

2021 2020

RMB’000 RMB’000

Basic salaries and allowances 10,200 12,420
Retirement benefits scheme contributions 45 39
10,245 12,459
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15. Directors’ and Chief Executive’s Emoluments (continued)

The emoluments of the five highest individuals (including directors) whose remuneration fell within following bands is as follows:

Number of employees

2021 2020
HK$1,500,001 to HK$2,000,000 1 1
HK$2,000,001 to HK$2,500,000 2 2
HK$2,500,001 fo HK$3,000,000 1 -
HK$3,000,001 to HK$3,500,000 1 -
HK$3,500,001 to HK$4,000,000 - 1
HK$4,000,001 fo HK$4,500,000 - 1

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.

16. Dividends

2021 2020
RMB’000 RMB’000
Dividends recognised as distribution during the year:
2021: 2020 final dividend of HK40 cents
(equivalent to RMB33.67 cents) per ordinary share
(2020: 2019 final dividend of HK39.00 cents
(equivalent to RMB35.04 cents) per ordinary share) 374,810 404,261

Subsequent to the end of the reporting period, a final dividend of HK40 cents (equivalent to RMB32.54 cents) (2020: HK40.00
cents (equivalent to RMB33.67 cents)) in respect of the year ended 31 December 2020 per ordinary share has been proposed by
the directors and is subject to approval by the shareholders in the forthcoming annual general meeting.

17. Earnings Per Share

2021 2020
RMB’000 RMB’000
Earnings for the purposes of calculating basic and diluted earnings per share
- Profit for the year attributable to the owners of the Company 1,299,952 2,476,921
2021 2020
Number of shares:
Weighted average number of ordinary shares for the
purpose of calculating basic earnings per share 1,126,124,500 1,126,376,156
Effect of dilutive potential ordinary shares — share options 27,132,350 27,420,469
ighted average number of ordinary shares for the purpose
alculating diluted earnings per share 1,153,256,850 1,153,796,625

11~ ANNUAL REPORT 2021
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For the year ended 31 December 2021

18. Property, Plant and Equipment

Furniture,
Plant and Motor  fixturesand  Construction

Buildings machinery vehicles equipment in progress Total

RMB’000 RMB’000 RMB’000 RMB'000 RMB'000 RMB’000
COsT
At 1January 2020 2,842,061 3,608,430 82,113 258,530 283,869 7,075,003
Additions 26,474 345,208 14,079 35,418 719,335 1,140,514
Acquisition of subsidiaries 33,850 27,146 178 612 62,436 124,222
Transfer 297,397 180,100 1,672 2,200 (481,369) -
Disposal/write-off (62,493) (112,356) (6,094) (20,144) - (201,087)
At 31 December 2020 and 1 January 2021 3,137,289 4,048,528 91,948 276,616 584,271 8,138,652
Additions 119,174 522,818 26,199 31,756 1,033,243 1,733,190
Transfer 348,190 252,834 534 4,829 (606,387) -
Disposal/write-off (3,897) (192,999) (8,436) (3,856) - (209,188)
At 31 December 2021 3,600,756 4,631,181 110,245 309,345 1,011,127 9,662,654
ACCUMULATED DEPRECIATION

AND IMPAIRMENT

At 1January 2020 824,009 1,251,050 50,753 165,894 - 2,291,706
Provided for the year 138,705 334,755 11,544 25,224 - 510,228
Eliminated on disposal/write-off (30,375) (71,423) (5,460) (11,049) - (118,307)
At 31 December 2020 and 1 January 2021 932,339 1,514,382 56,837 180,069 - 2,683,627
Provided for the year 124,631 396,166 14,095 37,730 - 572,622
Eliminated on disposal/write-off (338) (87,771) (7,341) (2,633) - (98,083)
At 31 December 2021 1,056,623 1,822,777 63,591 215,166 - 3,158,166
CARRYING VALUES
At 31 December 2021 2,544,124 2,808,404 46,654 94,179 1,011,127 6,504,488
At 31 December 2020 2,204,950 2,534,146 351 96,547 584,271 5,455,025

As at 31 December 2021, included in buildings held for own use are buildings with aggregate carrying amount of approximately
RMB262,980,000 (2020: RMB222,448,000) whose property certificates are in the process of obtaining.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2021

19.

-

Right-of-Use Assets
2021 2020
RMB’000 RMB’000
At 31 December:
Right-of-use assets
- Land use rights 1,077,504 769,904
- Land and buildings 21,679 24,052
1,099,183 793,956
Lease commitments of short-term leases 238 474
The maturity analysis, based on undiscounted cash flows,
of the Group’s lease liabilities is as follows:
- Less than 1year 9,182 9,676
- Between 1and 2 years 5,486 7,196
- Between 2 and 5 years 7,874 6,537
- Over 5 years 2,394 4,566
24,936 27,975
Year ended 31 December:
Amortisation charge of right-of-use assets
- Land lease payments 19,71 11,097
- Land and buildings 10,243 7,914
29,954 19,011
Lease interests 1,332 1,358
Expenses related to short-term leases 413 10,548
Expenses related to variable lease payments not included in lease liabilities - 9,140
Total cash outflow for leases 17,288 30,793
Additions to right-of-use assets 335,181 219,247

The Group leases various (i) land and buildings lease agreements are typically made for fixed periods of 2-10 years and; (i) land
use rights lease agreements are typically made for fixed periods of 35-70 years. Lease terms are negotiated on an individual
basis and contain a wide range of different terms and conditions. The lease agreements do not impose any covenants and the

leased assets may not be used as security for borrowing purposes.

Some of the Group’s plant and machinery leases contain variable lease payment terms that are linked to production generated
from the Group’s factory. There is a wide range of sales percentages applied. Variable lease payment terms are used to minimise
the capital investments for the production. Variable lease payments that depend on production are produced in the year in which

the condition that triggers those payments occurs.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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Goodwill

RMB’000
COSsT
At 1 January 2020 8,715
Arising on acquisition of subsidiaries 22,806
At 31 December 2020, 1January 2021 and 31 December 2021 31,521
ACCUMULATED IMPAIRMENT LOSSES
At 1 January 2020, 31 December 2020, 1 January 2021 and 31 December 2021 8,216
CARRYING AMOUNT
At 31 December 2021 23,305
At 31 December 2020 23,305

Goodwill acquired in a business combination is allocated, at acquisition, to the cash generating units (“CGUs”) that are expected
to benefit from that business combination. The carrying amount of goodwill had been allocated to the cash generating unit of
sales of batteries and battery related accessories.

Interest in Associates

2021 2020
RMB’000 RMB’000
Share of net assets 36,115 20,670

The following table shows, in aggregate, the Group’s share of the amounts of all individually immaterial associates that are
accounted for using the equity method.

2021 2020
RMB’000 RMB’000
At 31 December:
Carrying amounts of interests 36,115 20,670
Year ended 31 December:
Loss from continuing operations (2,735) (776)
Profit after tax from discontinued operations - -
Other comprehensive income - -
Total comprehensive expense (2,735) (776)

The amount due from associates are unsecured, non-interest bearing and have no fixed repayment terms.

TIANNENG POWER INTERNATIONAL LIMITED
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22. Equity Investments at Fair Value Through Other Comprehensive Income

2021 2020

RMB’000 RMB’000

Equity securities listed on the Hong Kong Stock Exchange 200,937 305,549
Unlisted equity securities in PRC 66,552 21,552
267,489 327,101

These investments are not held for trading, instead, they are held for long-term strategic purposes. The directors of the Company
have elected to designate these investments as equity investments at FVTOCI as they believe that recognising short-term
fluctuations in these investments’ fair value in profit or loss would not be consistent with the Group’s strategy of holding these
investments for long-term purposes and realising their performance potential in the long run.

The cost of the unlisted equity securities in PRC approximate its fair value and is an appropriate estimate of fair value since there is

insufficient more recent information available to measure fair value.

23

Deferred Taxation

Fair odjustment
on property,
plont ond
equipment ond
right-of-used Provison for Fair volue Impairment loss
Assetrelated ~ Withholdingtax ~ assefs from inventories, frade  change of debt on propery,
government — on unditrbuted acquistion Inferest andother  inshruments ot Accrued Accrued plontand
grnts profis  of subsidiories  capitlisafion receivobles fvToc! warronty expenses equipment Tox losses Others Totol
RIB000 RIB000 RIB000 RAB000 RIB00 RIB000 RMB000 RIB00 RMB000 RMB000 RMB000 RMB000
At Jonuary 2020 86,746 (50,8451 (12,883 13 51952 1591 121,616 829 249 100,064 (2557) 373,603
Creditchargel o profi o loss (262 293 - 10% 4813 - 13,418 (34,355 ] 402 Al 9,651
Crecitfo other comprehensive income - - - - - 2456 - - - - - 245
Reversalon payment of withholding fox on distrbufion of
eamings fiom PR subsidioies - 10,000 - - 10,000
A 31 December 2020 and 1 January 2021 86,484 (3790 12,883 0,715 62,765 4047 135,24 4,981 1464 171,666 2326] 395,763
Credichargel o profit o loss 200 (8373 - 109 [6,748] 19,056 9461 - 167,002 1066 20424
Charge fo other comprehensive income - - - - - [213) - - - - (213
Reversalon payment o withholding fox on disrbuton of
eamings flom PRC subsidioies - 10,000 - - - 10,000
A¢31 December 201 88,526 36.647) 12883 9,607) 56017 1894 154290 To 04 2464 308,668 11,2601 427,85
The following is the analysis of the deferred tax balance for financial report presentation purposes.
2021 2020
RMB’000 RMB’000
Deferred tax assets 688,263 459,597
Deferred tax liabilities (60,407) (63,834)
627,856 395,763

- 2025).
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end of the year ended 31 December 2021, the Group had unused tax losses of approximately RMB136,968,000 (2020:
99,736,000) available to offset against future profits, in respect of which no deferred tax assets been recognised, due to the
upredlctoblllty of future profit streams. Such unrecognised losses will expire at various dates up to and including 2026 (2020:



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2021

23. Deferred Taxation (continued)

24.

25

26

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 accumulated profits of approximately RMB8,079 million as at 31 December 2021 (2020: RMB7,084 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.

Inventories
2021 2020
RMB’000 RMB’000
Raw materials 1,505,284 1,139,174
Work in progress 2,316,783 2,846,635
Finished goods 662,557 500,091
4,484,624 4,485,900
Properties for Sale under Development
2021 2020
RMB’000 RMB’000
Properties for sale under development 768,189 389,696
All the properties for sale under development were located in Huzhou, the PRC.
Trade and Other Receivables
2021 2020
RMB’000 RMB’000
Trade receivables 1,868,648 1,144,620
Less: Allowance for credit losses (253,51) (227,372)
1,615,137 917,248
Other receivables 184,524 229,788
Less: Allowance for credit losses (36,709) (35,689)
147,815 194,099
Prepayment 1,203,124 996,888
PRC value added tax receivables 362,841 241,046
3,328,917 2,349,281

Trade receivables are non-interest-bearing, except for trade receivables from factoring loan services of RMB276,675,000 (2020:
RMBNIl) which bear interest at 7.5% to 11% per annum (2020: Nil).
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26. Trade and Other Receivables (continued)

The following is an aged analysis of trade receivables net of allowance for credit losses presented based on the invoice dates.

2021 2020
RMB’000 RMB’'000
0to 45 days 978,311 725,779
46 to 90 days 349,392 101,132
9110 180 days 160,253 51,559
18110 365 days 86,048 12,939
1year to 2 years 24,986 1,91
Over 2 years 16,147 13,928
1,615,137 917,248
27. Loan Receivables
2021 2020
Note RMB’000 RMB’'000
Carrying amount of loan receivables based on maturity
set out in the loan agreements:
Non-current:
Receivables from sale-leaseback transaction 286,360 189,757
Less: Provision for impairment losses (1,432) (949)
(i) 284,928 188,808
Current:
Receivables from sale-leaseback transaction/other loan receivable 204,979 35,000
Less: Provision for impairment losses (1,025) (175)
(ii) 203,954 34,825
488,882 223,633
Note:

(i) During the year ended 31 December 2021, the Group entered into a sale-leaseback transaction agreement with 22 (2020: 5) independent
borrowers. The sale-leaseback transaction of RMB491,339,000 (2020: RMB189,757,000) were guaranteed by independent third parties with
interest bearing at effective interest rate ranging from 5.31% — 19.62% (2020: 6.35% — 8.08%) per annum and repayable in 2023 - 2024
(2020: 2023).

(ii) Other loan receivable of RMBNil (2020: RMB35,000,000) to independent third party which was secured by the trade receivable and
repayable within 1year.
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28. Debt Instruments at Fair Value Through Other Comprehensive Income

29

30

As part of the Group’s cash flow management, the Group will discount some of the bills o financial institutions and endorse some
of them to suppliers before the bills are due for payment, and derecognise the bills discounted and endorsed on the basis that
the Group has transferred substantially all risks and rewards to the relevant counterparties. Thus, the bills receivables held by the
Group are managed within a business model whose objective is both to collect the contractual cash flows and to sell. Therefore,
these bills receivables were subsequently classified as debt instruments at FVTOCI upon adoption of HKFRS 9.

The following is an aged analysis of debt instruments at FVTOCI, net of fair value remeasurement under the requirement of HKFRS 9,
at the end of the reporting period:

2021 2020

RMB’000 RMB’000

0 to 180 days 885,953 2,010,928
18110 365 days 101,102 58,437
987,055 2,069,365

The debt instruments at FVTOCI are all issued by reputable banks of good credit quality. The management of the Group
considered the credit risk of these bank issued bills is insignificant and no impairment was provided on them at the year end.

Transfers of Financial Assets

At 31 December 2021 and 2020, 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 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. In the opinion of the directors of the
Company, the Group transferred and did not retain substantially all the risks and rewards of ownership of these bank issued bills.
Accordingly, the Group has derecognised these bank issued bills receivables and the payables to suppliers in their entirety.

As at 31 December 2021, 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 RMB4,039,184,000 (2020: RMB3,529,243,000) and RMB1,124,636,000 (2020:
RMB1,070,248,000), 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.

Financial Assets/(Liabilities) at Fair Value Through Profit or Loss

2021 2020
RMB’000 RMB’000

Financial assets/(liabilities) mandatorily measured at FVTPL:
Structured bank deposits 1,521,000 483,100
Equity securities listed in PRC 39,610 34,365
Equity securities listed in Hong Kong 39,485 53,441
Commodity derivative contracts — financial (liabilities)/assets (263) 1,685
1,599,832 572,591

TIANNENG POWER INTERNATIONAL LIMITED
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30. Financial Assets/(Liabilities) at Fair Value Through Profit or Loss (continued)

The following is the analysis of the financial assets at FVTPL balance for financial report presentation purpose:

2021 2020

RMB’000 RMB'000

Financial assets at FVTPL 1,600,095 572,591
Derivative financial instruments (263) -
1,599,832 572,591

31. Pledged Bank Deposit/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 2021 carried an interest rate which ranged from 0.3% to 3.9% (2020: 0.3% to 3.99%) per
annum.

Bank balances and cash comprise cash and short-term deposits with an original maturity of three months or less which are held
with banks and carry interest at prevailing market rate. At 31 December 2021, bank balances carry interest at market rates which
ranged from 0.01% to 0.35% (2020: 0.01% to 0.35%) per annum.

32. Bills, Trade and Other Payables
2021 2020
RMB’000 RMB’000
Trade payables 3,004, 1M 2,538,199
Bills payables 3,278,323 2,426,921
Other payables and accrued charges 2,641,070 2,390,882
8,923,504 7,356,002

The Group normally receives credit terms of 5 days to 90 days (2020: 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:

2021 2020
RMB’000 RMB’000
0to 90 days 2,879,511 1,984,179
910 180 days 5,883 370,169
18110 365 days 61,971 85,243
110 2 years 27,333 70,283
Over 2 years 29,413 28,325
3,004,1M 2,538,199

The following is an aged analysis of bills payables at the end of the reporting period:
2021 2020
RMB’000 RMB’000
o 180 days 3,228,323 2,329,841
'-’ 181 to 365 days 50,000 97,080
3,278,323 2,426,921
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33. Amounts Due from (to) Related Parties

2021 2020
RMB’000 RMB’000
Details of the amounts due to related parties are as follows:
Name of related parties
AT BRI AR A A
Zhejiang Changtong Technology Company Limited
(“Changtong Technology”) (note i) 236,469 96,372
REGEBEW AR AR
(= IBHEAR") (note i) 493 1,202

BRTE T AR(EE)ARAF
Jiyuan City Wangyang Smelting (Group) Co., Ltd.
("Wanyang Group”) (nofe iii) 3,008 43,789
AN REMRRBERR LR
Zhejiang Changxing Xin Xin Packaging Co., Ltd
(“Xin Xin Packaging”) (note iv) - 945

239,970 142,308

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

2021 2020

Name of related parties RMB’000 RMB'000

Changtong Technology - 138

Wanyang Group - 13,337

ANIEGHEERBRAR

Zhejiang Haoyang Property Management Co., Ltd

("Haoyang Property Management”) (note v) 3,479 -

3,479 13,475

Notes:

i) Changtong Technology is beneficially owned by Ms. Zhang Mei‘e who are the sister of Mr. Zhang Tianren (“Mr. Zhang”) and her spouse, Mr.
Ni Danging.

i) B is beneficially owned by Ms. Zhang Kaihong’s son.
iii) Wanyang Group is a party which holds 49% interest of Jiyuan Wanyang Green Energy Co., Ltd., a 51% owned subsidiary of the Company.

vi) Xin Xin Packaging is beneficially owned by Ms. Chen Pingping and Ms. She Fangli, who are the cousin and niece respectively of Mr. Zhang
Tianren (“Mr. Zhang”).

v) Haoyang Property Management is beneficially owned by Mr. Zhang Tianren.

The amounts due to/from Changtong Technology, &E#4%, Wanyang Group, Xin Xin Packaging and Haoyang Property
Management are trade nature and have no fixed repayment terms.
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34. Borrowings

2021 2020
RMB’000 RMB’000
Bank borrowings 4,065,392 1,455,842
Other borrowings 218,129 182,198
4,283,521 1,638,040
Secured 179,675 125,907
Unsecured 4,103,846 1,512,133
4,283,521 1,638,040

Carrying amount are repayable, based on scheduled repayment

dates set out in the loan agreements, as follows:

Within one year 2,874,839 919,123
Within a period of more than one year but not exceeding two years 428,980 317,169
Within a period of more than two years but not exceeding five years 964,009 386,161
Over five years 15,693 15,587
4,283,521 1,638,040
Less: Amount due and repayable within one year shown under current liabilities (2,874,839) (919,123)
Amount shown under non-current liabilities 1,408,682 718,917

Notes:

At 31 December 2021, the bank borrowings of RMB4,065,392,000 (2020: RMB1,455,842,000) carry fixed and variable interest rates ranging from
1.90% to 6.50% (2020: 1.90% to 6.50%) per annum.

At 31 December 2021, other borrowings amounted to RMB218,129,000 (2020: RMB182,198,000) carry fixed and variable interest rates ranging from
5% 10 9.05% (2020: 4.74% to 9.05%) per annum.

Details of assets pledged by the Group at the end of the reporting period are set out in note 43.

35. Deferred Government Grants
2021 2020
RMB’000 RMB’'000
To be released:
- Within one year 42,026 38,699
— After one year 591,701 509,833
633,727 548,532

Deferred capital grants relate to the acquisition of the property, plant and equipment and land use right. The grant has been
reated as a deferred grant and is being amortised in line with the depreciable assets to which it relates.
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36. Provision

37

2021 2020

RMB’000 RMB’'000

At 1 January 622,309 650,728
Provision in the year 763,745 618,485
Utilisation of provision (665,762) (646,904)
At 31 December 720,292 622,309

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 and the fifteenth month after the date of sale. A warranty provision is estimated and accrued at the
time of sale and is based upon various factors including the actual warranty claims, unit sales history, the estimated replacement
cost and repair cost for returned products, predicted future warranty claim rate with reference to prior experiences and volumes
of products sold. The amount of accrued warranty is adjusted as required to reflect the actual costs incurred when information
becomes available.

Contract Liabilities

Disclosures of revenue-related items:

31 December 1January

2021 2020 2020

RMB’000 RMB’000 RMB’000

Contract liabilities 2,129,216 2,941,370 1,749,311
Revenue recognised in the year that was included in

contract liabilities at beginning of the year 2,941,370 1,749,311 1,647,223

Transaction prices allocated to performance obligations unsatisfied at end of the year and expected to be recognised as revenue
in:

2021 2020

RMB’000 RMB'000

-2021 = 2,941,370
-2022 2,129,216 -
2,129,216 2,941,370

A contract liability represents the Group’s obligation to transfer products or services to a customer for which the Group has
received consideration (or an amount of consideration is due) from the customer.
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38. Lease Liabilities

Lease payments Present value of lease payments

2021 2020 2021 2020

RMB’000 RMB’000 RMB’000 RMB’000

Within one year 9,182 9,676 8,727 8,689

In the second to fifth years, inclusive 13,360 13,733 1,409 12,228

After five years 2,394 4,566 2,228 4,046

24,936 27,975 22,364 24,963

Less: Future finance charges (2,572) (3,012) N/A N/A
Present value of lease liabilities 22,364 24,963

Less: Amount due for settlement within
12 months (shown under current liabilities) (8,727) (8,689)
Amount due for settlement after 12 months 13,637 16,274

At 31 December 2021, the effective borrowing rate ranging from 4.9% (2020: 4.9%). Interest rates are fixed at the contract dates
and thus expose the Group to fair value interest rate risk.

39. Share Capital
Amount
Number of equivalent to
shares share capital
RMB’000
Authorised:
Shares of the Company with nominal value of HK$0.1 each
At 1 January 2020, 31 December 2020, 1 January 2021 and 31 December 2021 2,000,000,000 212,780
Issued and fully paid:
At 1January 2020 1,126,726,500 109,905
Repurchase and cancellation of shares (602,000) (55)
At 31 December 2020, 1 January 2021 and 31 December 2021 1,126,124,500 109,850

On 1 June 2020, the Company repurchased 602,000 shares and on 30 June 2020 cancelled 602,000 shares of its own shares
through purchases on the Stock Exchange. The total amount paid to acquire the shares was approximately HK$5,300,000
(equivalent to RMB4,891,000) and has been deducted from the share capital and share premium account.

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.

he capital structure of the Group consists of net debts, which includes borrowings as disclosed in notes 34, net of bank balances
- 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
y 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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40. 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

2021 2020

RMB’000 RMB’000

Share-based payment (note i) 57,010 57,010
30% inferest in Anhui Zhongneng (note ii) 4,194 4,194
Acquisition of additional interests in subsidiaries (note iii) 12,460 12,460
Reduction of equity interest in Zhejiang Tianneng Energy (note iv) 64,600 64,600
Acquisition of additional interests in Zhejiang Tianneng Energy (note v) M2,237) (112,237)
Reduction of equity interest in Zhejiang Tianneng Energy (note vi) 131,620 131,620
Reduction of equity interest in Tianneng Battery (note vii) 93,823 93,823
Tianneng Battery A-share offering (note viii) 3,407,043 -
Others (note ix) 88 88
3,658,601 251,558

Notes:

(i)

(ii)

(iii)

(iv)

The capital reserve of the Group of RMB57,010,000 arose in June 2003 when the substantial shareholder and Executive Director, Mr. Zhang
transferred 26.3% of his shares in Tianneng Battery 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 Mr. Zhang from the key management personnel of
approximately RMB14,378,000.

The increase of RMB4,194,000 was related to the acquisition of the remaining 30% interest in Anhui Zhongneng in 2013.

The capital reserve of the Group of RMB12,460,000 arose from the difference between the consideration paid for acquisitions of additional
interests in subsidiaries from non-controlling shareholders who are associates of Mr. Zhang and the non-controlling interests’ share of net
assets of the subsidiaries at the date of the acquisition.

As set out in 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, Zhejiang Tianneng Energy, on the 2B/ /)\ > 2357 5% Z %% National Equities
Exchange and Quotation System (“NEEQ”, commonly known as the New Third Board %7 =1%) in the PRC (the “Proposed NEEQ Quotation”).
A subscription agreement was entered into on 18 January 2016, pursuant to which a group comprising, among others, Mr. 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 inferests
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. 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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40. Reserves (Continued)

Capital reserve (Continued)

Notes: (Continued)

v)

(vi)

(vii)

(viii)

(ix)

As set out in the Company’s announcement dated 10 August 2018, the equity transfer agreements were entered into, pursuant to which
Tianneng Battery agrees to acquire additional 40% of the equity interest in a subsidiary, Zhejiang Tianneng Energy from the non-controlling
shareholders, a group comprising, among others, Mr. Zhang and other management and employees of the Group, at considerations of
approximately RMB74,864,000, RMB7,719,000 and RMB43,977,000, representing 24%, 2% and 14% of the equity inferest, respectively. The
Group’s interests in Zhejiang Tianneng Energy is accordingly increased from 60% to 100% upon the completion of the transaction. Details of
the transaction is set out in the Company’s announcement dated 10 August 2018. The increase of the Group’s equity interests in Zhejiang
Tianneng Energy from 60% to 100% do not result in any changes of the Group’s control over Zhejiang Tianneng Energy and is accordingly
accounted for as equity transaction. The surplus of approximately RMB112,237,000, representing the difference between the consideration
of RMB126,560,000 and the amount of non-controlling interests approximately RMB14,323,000, is debited to the capital reserve.

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 RMB131,620,000, representing the difference between the
consideration of RMB276,900,000 and the amount of non-controlling interests approximately RMB145,280,000, is credited to the capital
reserve.

The decrease of the Group’s equity interests in Tianneng Battery of 1.67% do not result in any changes of the Group’s control over Tianneng
Battery and is accordingly accounted for as equity transaction. The surplus of approximately RMB93,823,000, representing the difference
between the consideration of RMB183,040,000 and the amount of non-controlling interests approximately RMB89,217,000, is credited to the
capital reserve.

On 18 January 2021, XaeE 5 E %15 A R A 7 (Tianneng Battery Group Co., Ltd.*) (“Spin-off Company”) listed on the Sci-Tech Board. The
controlling interest of the Company in the Spin-off Company was reduced from approximately 98.33% to approximately 86.53%. The details

please refer to the announcements dated on 4 January 2021 and 18 January 2021.

The effect on the owners of the Company during the reporting period is summarised as follows:

RMB,000
Net consideration received from listing on the Sci-Tech Board 4,729,733
Recognition of NCI (1,322,690
Excess of consideration received recognised within capital reserves 3,407,043

The Group (i) transferred 21.67% equity interest of Henan Jingneng Energy Co., Ltd. fo third party and (i) acquired 20% equity interest of i
T RGHEREE AR /AT and 24% equity interest of Tianneng Yinyue (Shanghai) New Energy Material Co., Ltd from third party during
the year ended 31 December 2019.

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

2 r,gquires the appropriation to the statutory surplus reserve fund until the balance reaches 50% of the registered share capital. The
ﬁstatu’rory 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.
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41. 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 From the date of grant to the first anniversary of the date of grant
Additional 20% of the options From the date of grant to the second anniversary of the date of grant
Additional 30% of the options From the date of grant to the third anniversary of the date of grant
Additional 40% of the options From the date of grant to the fourth anniversary of the date of grant

No share option was granted during the year ended 31 December 2021 and 2020.

TIANNENG POWER INTERNATIONAL LIMITED 126



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2021

41. Share Option Schemes (continued)

The following tables disclosed movements of the Company’s options granted under the Scheme during the year ended 31
December 2021 and 2020:

Outstanding  Granted  Exercised Lapsed  Forfeited Outstanding

Exercise as at during during during during as at
Opfion Name of grantee  Date of grant  Exercisable period price 11.2021  theyear  theyear  theyear  theyear 31.12.2021
Directors

Option C Huang Dongliang ~ 16.6.2014 16.6.2016 - 15.6.2024 HK$2.9 20,000 - - - - 20,000

Option C Huang Dongliang ~ 16.6.2014 16.6.2017 - 15.6.2024 HK$2.9 30,000 = = = - 30,000

Option C Huang Dongliang ~ 16.6.2014 16.6.2018 - 15.6.2024 HK$2.9 40,000 - - - - 40,000
Employees

Option C Employees 16.6.2014 16.6.2015-15.6.2024 HK$2.9 157,500 = = = - 157,500

Option C Employees 16.6.2014 16.6.2016 - 15.6.2024 HK$2.9 7,814,000 - - - (137,000) 7,677,000

Option C Employees 16.6.2014 16.6.2017 - 15.6.2024 HK$2.9 11,721,000 = = - (205,500 11,515,500

Option C Employees 16.6.2014 16.6.2018 - 15.6.2024 HK$2.9 15,628,000 - - - (274,000) 15,354,000

35,410,500 - - - (616,500) 34,794,000

Exercisable at the end of the year 34,794,000

Weighted average exercise price HK$2.9 HK$2.9 HK$2.9

Outstanding ~ Granted  Exercised lapsed  Forfeited Outstanding

Exercise asat during during during during asat

Option Name of grantee Date of grant  Exercisable period price 112020  theyear  theyear  theyear  theyear 3112.2020

Directors

Option C Huang Dongliang ~ 16.6.2014 16.6.2016 - 15.6.2024 HK$2.9 20,000 - - - - 20,000

Opfion C Huang Dongliang ~ 16.6.2014 16.6.2017 -15.6.2024 HK$2.9 30,000 - - - - 30,000

Option C Huang Dongliang ~ 16.6.2014 16.6.2018 - 15.6.2024 HK$2.9 40,000 - - - - 40,000
Employees

Option C Employees 16.6.2014 16.6.2015 - 15.6.2024 HK$2.9 157,500 - - - - 157,500

Option C Employees 16.6.2014 16.6.2016 - 15.6.2024 HK$2.9 8,202,000 - - - (388,0000 7,814,000

Option C Employees 16.6.2014 16.6.2017-15.6.2024  HK$2.9 12,303,000 - - - (582,0000 11,721,000

Option C Employees 16.6.2014 16.6.2018 - 15.6.2024 HK$2.9 16,404,000 - - - (776,000 15,628,000

Option B Employees 22112010 2211.2011-2111.2020  HK$3.18 68,000 - - (68,000) - -

Option B Employees 22.11.2010 2211.2012-2111.2020  HK$3.18 136,000 - - (136,000) - -

Option B Employees 22.11.2010 2211.2013-2111.2020  HK$3.18 204,000 - - (204,000) - -

Option B Employees 22.11.2010 22112014 -2111.2020  HK$3.18 272,000 - - (272,000) - -

37,836,500 - - (680,000) (1,746,000) 35,410,500

Exercisable at the end of the year 35,410,500

Weighted average exercise price HK$2.9 HK$3.18 HK$2.9 HK$2.9
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41. Share Option Schemes (continued)
At 31 December 2021, the total number of shares in respect of which options under the Scheme had been granted and remained
outstanding was 34,794,000 (2020: 35,410,500), representing 3.09% (2020: 3.14%) of the shares of the Company in issue at that
date. The options outstanding at the end of year have a weight average remaining contractual life is 2.5 (2020: 3.5) years.
No option was exercised during the year ended 31 December 2021 and 2020.

During the year ended 31 December 2020 and 2021, no expenses was recognised in relation to share options.

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

16.6.2014
Stock price as at grant date HK$2.89
Exercise price HK$2.9
Expected volatility 55%
Expected life of options 10 years
Risk free rate 2.06%
Expected dividend yield 4.26%
Sub-optimal exercise factor for directors/senior management/employees 3.5/3.5/3.5

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.

The total estimated fair value of the share options C granted on that date was HK$70,620,000 (equivalent to approximately
RMB56,065,000).

Share award scheme of a subsidiary of the Company

Pursuant to the shareholders’ resolution approved on 23 May 2019, Tianneng Battery adopted a share award scheme for eligible
senior management and eligible employees of Tianneng Battery and its subsidiaries (the “Selected Employee”) (the “Share Award
Scheme”). The obijective of the Share Award Scheme is to recognise the contribution by the Selected Employee and to provide them
with incentives in order to retain them for the continuing operation and development of Tianneng Battery and its subsidiaries.

According to the Share Award Scheme, 41,200,000 shares of Tianneng Battery were granted to certain limited partnerships
(the “Limited Partnership”), which were legally owned by Zhejiang Tianneng Commercial Management Co., Ltd. (“Tianneng
Commercial”), a wholly owned subsidiary of the Group, and the Selected Employee and for the purpose of facilitating the
purchasing, holding and selling of shares of Tianneng Battery for the benefit of the Selected Employee. The shares have been
subscribed at a price of RMB7.69 per share.

These shares are restricted for sale until the fourth anniversary date after the initial public offering of Tianneng Battery in A-share
market (the “Qualified IPO").

Upon the expiry of restriction of the awarded shares, the Limited Partnership shall dispose the awarded shares at the prevailing
market price and transfer the proceeds in relation to the awarded shares to the respective Selected Employee.

If the Qualified IPO does not incur by 31 December 2022, the Selected Employee have the right to ask Tianneng Commercial
to repurchase back the awarded shares at a share price of RMB7.69 plus interest at 8% per annum. If the Selected Employee
resigned, they are required to sell back the awarded shares at a share price of RMB7.69 plus interest at 115% of the benchmark
lending rate of peer loan issued by the People’s Bank of China.
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41. Share Option Schemes (continued)

Share award scheme of a subsidiary of the Company (Continued)

The fair values of restricted shares granted to the Selected Employee amounted to approximately RMB178,767,000. For the year
ended 31 December 2021, an expense of approximately RMB13,316,000 (2020: 13,084,000) was recognised by the Group in
relation to restricted shares granted by Tianneng Battery under the Share Award Scheme.

As at 31 December 2021, financial liabilities of approximately RMB117,010,000 (2020: RMB116,952,000) was recognised according
to the repurchase consideration to be paid under Share Award Scheme if the granted shares become unvested.

42. Capital Commitments
The Group’s capital commitments at the end of the reporting period are as follows:
2021 2020
RMB’000 RMB’000
Property, plant and equipment
- Contracted but not provided for 2,043,330 1,337,707
43. 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.
2021 2020
RMB’000 RMB’000
Bank deposits 2,943,087 1,303,060
Financial assets at FVTPL — Structured bank deposits 392,682 69,600
Debt instruments at FVTOCI 450,913 1,294,686
Property, plant and equipment 429,023 116,342
Right-of-use assets 99,749 -
4,315,454 2,783,688
44 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 penson from their retirment dates. The PRC Government is responsible for the pension liability to
these retired empolyees. The Group’s is required to make annual contributions to the retirement plan at an average rate of 20%
of employees’ salaries, which are charged as an expenses 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
w@eld separately from those of the Group in funds under the control of the trustee. The Group basically contributes 5% of the

vant payroll costs to the scheme.

i
i.“‘ﬁs_a’r 31 December 2021 and 2020, all of the contributions due in respect of the year had been paid over the plans.

e

=
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45. Reconciliation of Liabilities Arising from Financing Activities

Long-term
Borrowings loan notes Lease liabilities Total
RMB’000 RMB’000 RMB’000 RMB’000
At 1 January 2020 1,513,161 398,853 22,573 1,934,587
Financing cash flows 105,194 (400,000) (9,747) (304,533)
Non-cash changes
- Addition - - 10,779 10,779
- Acquisition of subsidiaries 13,000 - - 13,000
— Amortisation of unsettled financial charges 6,685 1,147 1,358 9,190
At 31 December 2020 and 1 January 2021 1,638,040 - 24,963 1,663,003
Financing cash flows 2,642,709 - (1,843) 2,630,866
Non-cash changes
- Addition - - 7,912 7,912
- Amortisation of unsettled financial charges 2,772 - 1,332 4,104
At 31 December 2021 4,283,521 - 22,364 4,305,885
46. Related Party Transactions
(a)  Related party transactions
During the year, the Group had the following transactions with its related companies:
2021 2020
RMB’000 RMB’000
Changtong Technology Purchase of materials 515,827 263,338
Changtong Technology Sales of materials 476 1,204
BB Purchase of materials 3,360 1,577
Changxing Jin Ling Hotel (note i) Hotel expenses 1,140 832
Haoyang Property Management Property fees 7,647 -
Xin Xin Packaging Purchase of consumables 2,583 2,035
Wanyang Group Purchase of materials 1,041,520 1,136,097
Wanyang Group Sales of materials 219,153 165,588
Wanyang Group Rental paid 2,257 2,069

Note:
(i) Changxing Jin Ling Hotel (£ £ & K8 JE) is controlled by Mr. Zhang.

(b)  Detdils of the remuneration of directors and other members of key management during the year are set out in note 15.
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47. Statement of Financial Position and Reserves of the Company

2021 2020
RMB’000 RMB’'000
Non-current assets
Property, plant and equipment 23 23
Investments in and amounts due from subsidiaries 1,038,091 1,047,707
1,038,114 1,047,730
Current assets
Other receivables 129 143
Bank balances and cash 8,378 10,630
8,507 10,773
Current liabilities
Other payables 1,539 37,927
Borrowings - 94,758
Amounts due to subsidiaries 134,051 51,976
145,590 184,661
Net current liabilities (137,083) (173,888)
Net assets 901,031 873,842
Capital and reserves
Share capital 109,850 109,850
Reserves 791,181 763,992
Total equity 901,031 873,842
Share
Share options Accumulated
premium reserve profit (losses) Total
RMB’'000 RMB’000 RMB'000 RMB’'000
At 1January 2020 783,403 39,893 1,234 824,530
Profit for the year - - 348,559 348,559
Share repurchase (4,836) - - (4,836)
Forfeiture of share options - (2,909) 2,909 -
Dividend recognised as distribution - - (404,261) (404,261
At 31 December 2020 and 1January 2021 778,567 36,984 (51,559) 763,992
Profit for the year - - 401,999 401,999
Forfeiture of share options - (1,629) 1,629 -
Dividend recognised as distribution - - (374,810) (374,810)
At 31 December 2021 778,567 35,355 (22,747) 791,181

ntingent Liabilities

e end of the reporting period, the Group and the Company did not have any significant contingent liabilities (2020: Nil).
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49. Particulars of Principal Subsidiaries of the Company

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
2021 2020
Tianneng International Investment British Virgin Islands/ Ussi 100% 100% Investment holding
Holdings Limifed Hong Kong
15 November 2004
HIERAREZRARAT PRC - Limited liability Registered capifal 100% 100% Manufacture and sales
Zhejiang Changxing Tianneng company - RMB108,000,000 of lead-acid batteries
Power Supply Co., Ltd. 11 March 1998
R EHEEFRAA PRC - Limited liability Registered capital 86% 97% Investment holding,
Tianneng Battery company - RMB972,100,000 research and development,
13 March 2003 manufacture and sales
of lead-acid batteries and
battery related accessories
IR RRRIE RN BRAR PRC - Limited liability Registered capital 60% 60% Manufacture and sales
Zhejiang Tianneng Energy company - RMB226,666,000 of lithium-ion batteries
1July 2004
REXGBERHERAA PRC - Limited liability Registered capital 100% 100% Provision of transportation
Changxing Tianneng Vehicle company -RMB450,000 service to group companies
Transport Co., Ltd. 30 May 2005
KeEEH(ER)BRAR PRC - Limited liability Registered capifal 100% 100% Manufacture and sales
Tianneng Battery Wuhu company - RMB230,000,000 of lead-acid batteries
21 October 2005
IR EN (L) BRAT PRC - Limited liability Registered capital 100% 100% Manufacture and sales
Zhejiang Tianneng Battery company - RMB200,000,000 of lead-acid batteries
[Jiangsu Co., Ltd. 9 May 2005
IR ER (L) FaRER AT PRC - Limited liability Registered capital 100% 100% Manufacture and sales
Zhejiang Tianneng Battery company - RMBI120,000,000 of lead-acid batteries
(Jiangsu) New Energy Co., Ltd. 8 January 2008
HIREE NEERERAR PRC - Limited liability Registered capifal 100% 100% Manufacture and sales
Zhejiang Tianneng Power company - RMB300,000,000 of lead-acid batteries
2 July 2009
IR ERMEERAR PRC - Limited liability Registered capital 100% 100% Research and development
Zhejiang Tianneng Power Supply company - RMB300,000,000 of recycled batteries
Material Co., Ltd. 2 July 2009
HIRENER HERAT PRC - Limited liability Registered capital 100% 100% Sales of metal materials
Zhejiang Tianneng Material company - RMB80,000,000
Trading Co., Ltd. 25 March 2009
A ENEE(ZH)BRAT PRC - Limited liability Registered capital 100% 100% Sales of metal materials
Tianneng Battery Anhui company - RMB200,000,000
4 November 2010
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49. Particulars of Principal Subsidiaries of the Company (continued)

Effective proportion
Place/Country of nominal valve
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
2021 2020
REFANELLERRA PRC - Limited liability Registered capital 100% 100% Sales of metal materials
Changxing Xintian Material company - RMB20,000,000
Trading Co., Ltd. 27 July 2009
BRTEFREHRERAR PRC - Limited liability Registered capital 51% 51% Manufaciure and sales
Jiyuan Wanyang company - RMB102,160,000 of lead-acid batteries
27 October 2010
ZHAESRARAR PRC - Limited liability Registered capital 100% 100% Manufacture and sale of
Anhui Zhongneng company - RMB100,000,000 electrode plates
17 April 2008
LR NARER AR PRC - Limited liability Registered capital 100% 100% Manufacture and sales of
Zhejiang Hercules Energy Co., Ltd. company - RMB60,000,000 lead-acid batteries and
10 November 2009 re-cycled batteries
ERERERAR PRC - Limited liability Registered capifal 60% 60% Manufacture and sales of
Henan Jingneng Energy Co., Ltd. company - RMBA45,000,000 lead-acid batteries
13 March 2009
ZHEESRARAA PRC - Limited liability Registered capital 100% 100% Manufacture and sale of
Anhui Hongda company - RMB50,000,000 electrode plates
26 March 2010
ZHRBLBITHBRAR PRC - Limited liability Registered capital 51% 51% Research and development
Anhui Tianchang Metal company - RMB200,000,000 of recycled batteries
Material Supply Co., Ltd. 14 May 2018
KeesoA( La) R ER AR PRC - Limited liability Registered capital 75% 75% Trading of new energy materials
Tianneng Yinyue (Shanghail company - RMB60,000,000
New Energy Material Co., Ltd 23 May 2016
ReeR( LB R ERAR PRC - Limited liability Registered capital 100% 100% Trading of new energy materials
company - RMB100,000,000
28 November 2016
HIRGHERERERAR PRC - Limited liability Registered capital 90% 90% Provision of transportation service
company -RMB100,000,000 fo group companies
26 April 2018
MIRBHERERERAR PRC - Limited liability Registered capital 100% 100% Trading of new energy materials
company - RMB100,000,000

5 February 2020

-
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49. Particulars of Principal Subsidiaries of the Company (continued)

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 activifies
2021 2020
R B(RE)BRAR PRC - Limited liability Registered capital 100% 100% Trading of new energy materials
company -RMB60,000,000
9 May 2020
RERERE(RZ)BRAT PRC - Limited liability Registered capifal 75% 75% Provision of finance lease
company -RMB170,000,000
17 January 2020
Kaekz(I#) ERAA PRC - Limited liability Registered capital 70% 70% Recycling industry
company - RMB71,430,000
27 March 2020
IWERPERREMARA R PRC - Limited liability Registered capital 80% 80% Recycling industry
company -RMB200,000,000

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.

50. Approval of Consolidated Financial Statements

20 July 2018

The consolidated financial statements were approved and authorised for issue by the Board of Directors on 30 March 2022.
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