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Profiles of Directors and Senior Management

EXECUTIVE DIRECTORS

Mr. ZHANG Tianren (5% X {T), aged 45, is our executive Director, chairman of our Board and founder of our Group. Mr. ZHANG is
responsible for our overall management and formulation of our business strategies. Mr. ZHANG has had 19 years of experience in
management of motive battery industry in China. Mr. ZHANG was the factory manager of Zhejiang Changxing Storage Battery Factory
during the period between 1989 and 2002, and has been the chairman and the general manager of Tianneng Battery since 2003. In
April 2002, Mr. ZHANG was qualified as a senior economist.

In addition to his key position in our Group, Mr. ZHANG has held various roles in the rechargeable battery and other related industries.
Mr. ZHANG is currently a vice council chairman of the China Battery Industry Association and the chairman of the Rechargeable Battery
Industry Association in Zhejiang Province. Mr. ZHANG has also been named in 2001 as one of the township entrepreneurs in China
(2B EBFED ). Mr. ZHANG is the younger brother of Mr. ZHANG Aogen.

Mr. ZHANG Aogen (5REXHR ), aged 50, is our executive Director and is responsible for our customer relationship management and
the formulation of sales strategies. Mr. ZHANG is a senior economist and has had 21 years of management experience in sales of
rechargeable battery products. 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 is also an elder brother of Mr. ZHANG
Tianren, chairman of our Board.

Mr. CHEN Minru (BR&40), aged 48, is our executive Director and is responsible for our financial management. Mr. CHEN graduated
from Central Party School of The Communist Party of China (29 S Z 47 ) in economics management and is a qualified
accountant and a senior economist. Mr. CHEN joined us as a deputy general manager of Tianneng Battery in February 2003 and has
had 29 years of experience in corporate management and financial management. Prior to joining us, Mr. CHEN was the deputy general
manager of Zhejiang Huzhou Bianshan Building Materials Group Corporation (3834 53 L3244 £2 B /2 &]) and Huzhou Kingsafe
Group Co., Ltd. C#IN & =22 £ E)).

Mr. ZHANG Kaihong (5= F4L), aged 50, is our executive Director and is responsible for the management of our operations in
Tianneng Wuhu. Mr. ZHANG is a senior engineer with 21 years’ experience in research and development, quality control and
management of rechargeable battery enterprises. Mr. ZHANG joined Zhejiang Changxing Storage Battery Factory in 1988 and acted
as deputy factory manager of Zhejiang Changxing Storage Battery Factory in 1992. Mr. ZHANG was also appointed as deputy general
manager of Tianneng Battery in 2003 and as general manager of Tianneng Wuhu in 2006.

Mr. SHI Borong (52 {R2&), aged 54, is our executive Director and is responsible for our operations in Tianneng Jiangsu. Mr. SHI is
a senior economist and has had 18 years of management experience in rechargeable battery enterprises. Mr. SHI joined Zhejiang
Changxing Storage Battery Factory in 1989 and acted as deputy factory manager of Zhejiang Changxing Storage Battery Factory
in 1990 and as deputy general manager of Tianneng Battery in 2003. Mr. SHI was appointed as the general manager of Tianneng
Jiangsu in 2005.
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Mr. YANG Lianming (#5288, aged 45, is our executive Director and is responsible for the production of Tianneng Battery and
Tianneng Power Supply. Mr. YANG is a senior economist and had 14 years of management experience in rechargeable battery
enterprises. Mr. YANG joined Zhejiang Changxing Storage Battery Factory as an assistant administrative officer in 1995, and acted
as an administrative officer of Tianneng Battery in 1999. Mr. YANG was appointed as the deputy general manager of Tianneng Power
Supply in 2003 and the assistant to general manager of Tianneng Battery in 2005.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. HO Tso Hsiu ({a]#EJik), aged 80, was appointed as an independent non-executive Director in February 2007. Mr. HO graduated
from Tsinghua University in 1951 with a bachelor of science degree. Mr. HO has been working as a researcher and the vice-president
of Institute of Nuclear Research, Institute of High Energy Physics and Institute of Theoretical Physics of Chinese Academy of Sciences
since 1956. Mr. HO has been a member of Chinese Academy of Sciences since 1993.

Dr. CHENG Cheng Wen (&% 32), aged 63, was appointed as an independent non-executive Director in February 2007. Dr. CHENG
concurrently serves as the chairman and non-executive director of AcrossAsia Limited (“AcrossAsia”, a company listed on GEM), the
President Commissioner of PT Matahari Putra Prima Thk (“Matahari”, a subsidiary of AcrossAsia listed on the Jakarta Stock Exchange
and the Surabaya Stock Exchange) and PT Multipolar Corporation Tbk (a subsidiary of AcrossAsia listed on the Jakarta Stock Exchange
and the Surabaya Stock Exchange) and a Commissioner of PT Broadband Multimedia Thk (a subsidiary of AcrossAsia listed on the
Surabaya Stock Exchange). Dr. CHENG has over 30 years’ international experience in research and development, marketing and
general management. Dr. CHENG was also the Chief Executive of the Provisional Hong Kong Science Park Corporation and has served
as the Chief Operating Officer and Executive Vice President of Philips Electronics Group in China/Hong Kong and Taiwan, President of
Taiwan Gadelius Limited and other executive positions in Belgium and the U.S. Dr. CHENG holds a bachelor of science degree from
National Cheng Kung University, Taiwan, and master of science and PhD degrees in electrical engineering from lowa State University,
us.

Mr. HUANG Dongliang (%= 2 R ), aged 52, 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 has been the
assistant to principal of Zhejiang College of Finance and Economics since 2004. Mr. HUANG obtained the qualifications of professor,
senior accountant and registered tax agent in China. Mr. HUANG is a certified public accountant registered under the Chinese Institute
of Certified Public Accountants. Mr. HUANG is also the independent directors of Zhejiang Southeast Electric Power Company Limited,
Zhejiang Medicine Co., Ltd. and Haitong Food Group Co., Ltd., which are listed companies in China.

Mr. WANG Jingzhong (E#5UE ), aged 51, was appointed as an independent non-executive Director in February 2007. Mr. WANG
graduated from Huadong Polytechnic University in 1982 with a bachelor degree and obtained the qualification of senior engineer.
Mr. WANG is the executive vice president and secretary general of China Battery Industry Association and also the independent non-
executive director of SCUD Group Limited (Stock code: 1399), a listed company in Hong Kong.



Tianneng Power International Limited ~ Annual Report 2007 35

Profiles of Directors and Senior Management

SENIOR MANAGEMENT

Mr. ZHAO Haimin (88 &%), aged 43, is the assistant general manager. Mr. ZHAQ is responsible for human resources, sales network
management and after-sales services of our group. Mr. ZHAO graduated from Central Party School of The Communist Party of China
(Fp AR R ERT) in economics management and has obtained the qualifications of senior engineer and senior economist. Mr. ZHAQ
joined us in 2004 as an assistant to our general manager and was responsible for sales and after-sales services. Mr. ZHAO was
appointed the manager of human resources in 2005 and a director of Tianneng Battery in 20086. Prior to joining us, Mr. ZHAO was an
assistant to the general manager in Huzhou KINGSAFE Group Co., Ltd. (j#1/14 = 2% £2 &) and was responsible for the management
of sales, production and procurement.

Mr. YANG Yuanling (#5705 ), aged 45, is the assistant to our Chairman. Mr. YANG has had 27 years’ experience in the battery
industry. From 1982 to 2002, Mr. YANG was the deputy general manager of Changguang Industrial Group Battery Manufacturing
Company Limited (F & (L3 ) £EE Bt &% A 7)), In 1999, Mr. YANG graduated from Zhejiang Province Party School of
The Communist Party of China (7P 23471 & & Z % (K% 2B ) in economics management. In February 2003, Mr. YANG joined
Tianneng Battery as deputy administrative officer and was promoted to administrative officer in the same year. In 2005, Mr. YANG
has obtained the qualification of economist. Mr. YANG pursued further studies at the Harbin Institute of Technology and obtained a
certificate in “Advanced Battery Production Techniques and Management” in 2006. Mr. YANG is currently committee member of the
China Battery Industry Association and committee member and the assistant secretary of Zhejiang Province Rechargeable Battery
Industry Association.

Mr. LEUNG Kwok Wah Kevin (22 B2 ) MBA, MSC, FCPA, FCCA, MHKSI, MHKIOD, aged 45, was appointed as the financial

controller and company secretary of our Company in September 2006. Mr. LEUNG is also the qualified accountant and the authorized
representative of our Company. Mr. LEUNG is responsible for financial and accounting management and company secretarial affairs of
our Company. Mr. LEUNG obtained a master degree in business administration from Western Ontario University and a master degree
in corporate governance and directorship from Hong Kong Baptist University. Mr. LEUNG is a fellow member of the Association of
Chartered Certified Accountants and the Hong Kong Institute of Certified Public Accountants and is a member of Hong Kong Securities
Institute and Hong Kong Institute of Directors.
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The Directors present their annual report and the audited consolidated financial statements for the year ended 31 December 2007.

The Shares were listed on the Stock Exchange with effect from 11 June 2007.

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 all subsidiaries are shown in note 35 to the consolidated financial
statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2007 are set out in the consolidated income statement on page 46.

The Directors recommend the payment of a final dividend of HK6.8 cents per share, totalling approximately RMB60,520,000 and the
retention of the remaining profit for the year of RMB142,369,000.

PROPERTY, PLANT AND EQUIPMENT

During the year, approximately RMB36,235,000 and RMB85,384,000 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 plant and machinery for approximately
RMB9,642,000.

Details of these and other movements during the year in the property, plant and equipment of the Group during the year are set out in
note 16 to the consolidated financial statements

REVALUED ASSETS

Inits prospectus dated 29 May 2007, the Company included a valuation of its properties at RMB260,660,000, which has not been
incorporated in the consolidated financial statements for the year ended 31 December 2007. These properties have been included in
the consolidated balance sheet at 31 December 2007 at RMB197,774,000, being their historical cost less accumulated depreciation
and accumulated impairment losses. Had the properties been stated at their revalued amount in the consolidated financial statements,
additional depreciation of RMB1,593,000 per annum would have been charged against the consolidated income statement.

USE OF PROCEEDS

The Company issued 300,000,000 Shares comprising 250,000,000 newly issued Shares and 50,000,000 Shares offered for sale by
some of the then Shareholders for the initial public offer in June 2007 at a price of HK$1.92 per Share. The gross proceeds received
by the Company amounted to about RMB471,657,000. These proceeds were applied during the year in accordance with the proposed
applications set out in the prospectus of the Company dated 29 May 2007.
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SHARE CAPITAL

Details of the movement during the year in the share capital of the Company are set out in note 28 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.

DISTRIBUTIVE RESERVES OF THE COMPANY

At the balance sheet date, the Company’s reserve available for distribution represents the net amount of share premium of
approximately RMB470,017,000 (2006: approximately RMB115,730,000) and accumulated loss of approximately RMB104,165,000
(2006: approximately RMB66,897,000).

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 and 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 during the year and up to the date of this report were:

Executive Directors:

Mr. Zhang Tianren (Chairman)
Mr. Zhang Aogen

Mr. Chen Minru

Mr. Zhang Kaihong

Mr. Shi Borong

Mr. Yang Lianming

Independent non-executive Directors:
Mr. Ho Tso Hsiu

Dr. Cheng Cheng Wen

Mr. Huang Dongliang

Mr. Wang Jingzhong

In accordance with Article 87 of the Company’s articles of association, Mr. Zhang Kaihong, Mr. Shi Borong, Mr. Yang Lianming and
Mr. Ho Tso Hsiu will retire from office and, being eligible, offer themselves for re-election at the forthcoming annual general meeting.
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DIRECTORS’ SERVICE CONTRACTS

All executive Directors have entered into service agreements with the Company for a 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. They are
subject to retirement by rotation and re-election at the Company’s annual general meeting in accordance with the Company’s articles
of association.

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

DIRECTORS’ INTEREST IN SHARES, UNDERLYING SHARES AND DEBENTURES

As at 31 December 2007, the interests of the Directors and their associates in the shares and underlying shares of the Company

and its associated corporations (within the meaning of Part XV of the Securities and Futures Ordinance (“SF0"), as recorded in the
registered maintained by the Company under Section 352 of the SFO or as notified to the Company and the Stock Exchange pursuant
to the Model Code were as follows:

(@) Long positions

Ordinary shares of HK$0.1 each of the Company.

Approximate

Number of percentage of

issued ordinary issued share capital

Name of Director Capacity shares held of the Company

Zhang Tianren Interest of a controlled 414,179,650 41.42%
corporation (Note 1)

Zhang Aogen Interest of a controlled 25,321,022 2.53%
corporation (Note 2)

Chen Minru Interest of a controlled 9,043,152 0.90%
corporation (Note 3)

Zhang Kaihong Interest of a controlled 34,364,174 3.44%
corporation (Note 4)

Shi Borong Interest of a controlled 31,952,789 3.20%
corporation (Note 5)

Yang Lianming Interest of a controlled 9,043,151 0.90%

corporation (Note 6)
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DIRECTORS’ INTEREST IN SHARES, UNDERLYING SHARES AND DEBENTURES (Continued)
(a) Long positions (Continued)

Notes:

1. The 414,179,650 Shares are held by Prime Leader Global Limited, which is wholly owned by Mr. Zhang Tianren.
2. The 25,321,022 Shares are held by Top Benefits International Limited, which is wholly owned by Mr. Zhang Aogen.
3. The 9,043,152 Shares are held by Profit Best International Limited, which is wholly owned by Mr. Chen Minru.

4. The 34,364,174 Shares are held by Plenty Gold Holdings Limited, which is wholly owned by Mr. Zhang Kaikong.

5. the 31,952,789 Shares are held by Precise Asia Global Limited, which is wholly owned by Mr. Shi Borong.

6. The 9,043,151 Shares are held by Success Zone Limited, which is wholly owned by Mr. Yang Lianming.

(b) Other interests and short positions

Other than as disclosed above, none of the Directors nor their associates had any interests or short positions in any shares,
underlying shares or debentures of the Company or any of its associated corporations as at 31 December 2007.

SHARE OPTION SCHEME

The Company’s share option scheme (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 29 to the consolidated financial statements.

Up to 31 December 2007, no options were granted to Directors, eligible employees and other outside third parties under the Scheme.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES

Save as disclosed above, at no time during the year was the Company, or any of its subsidiaries a party to any arrangements to enable
the Directors to acquire by means of acquisition of shares in, or debt securities, including debentures, of the Company or any other
body corporate.

DIRECTORS’ INTEREST IN COMPETITORS

As at the date of this report, within the knowledge of the Directors, no Director and their respective associates had any interest in a
business which competes or may compete with the business of the Group.
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DIRECTORS’ INTERESTS IN CONTRACTS OF SIGNIFICANCE

No contract of significance, to which the Company, or its subsidiaries was a party and in which a Director had a material interest,

whether directly or indirectly, subsisted at the end of the year or at any time during the year.

SUBSTANTIAL SHAREHOLDERS

As at 31 December 2007, the register of substantial shareholders maintained by the Company pursuant to Section 336 of the SFO

shows that other than the interests disclosed above in respect of certain Directors, the following Shareholders, had notified the

Company of relevant interests and short positions in the issued share capital of the Company.

(@)

Long positions

Ordinary shares of HK$0.1 each of the Company.

Name of Shareholder

Capacity

Number of
issued ordinary
shares held

Approximate
percentage of
issued share capital
of the Company

Zhang Tianren

Prime Leader Global Limited

Centennial Success Limited

Cheng Yu Tung Family
(Holdings) Limited

Chow Tai Fook Enterprises
Limited

Liberty New World China
Enterprises Investments, LP

New World China Enterprises
Investments Limited

New World China Industrial
Limited

New World Development
Company Limited

New World Enterprise
Holdings Limited

New World Liberty China
Ventures Ltd.

Power Active Limited

Interest of a controlled
corporation (Note 1)

Beneficial owner

Interest of a controlled
corporation (Note 2)

Interest of a controlled
corporation (Note 2)

Interest of a controlled
corporation (Note 2)

Interest of a controlled
corporation (Note 2)

Interest of a controlled
corporation (Note 2)

Interest of a controlled
corporation (Note 2)

Interest of a controlled
corporation (Note 2)

Interest of a controlled
corporation (Note 2)

Interest of a controlled
corporation (Note 2)

Beneficial owner

414,179,650

414,179,650

64,745,771

64,745,771

64,745,771

64,745,771

64,745,771

64,745,771

64,745,771

64,745,771

64,745,771

64,745,771

41.42%

41.42%

6.47%

6.47%

6.47%

6.47%

6.47%

6.47%

6.47%

6.47%

6.47%

6.47%
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SUBSTANTIAL SHAREHOLDERS (Continued)
(a) Long positions (Continued)

Notes:
1. The 414,179,650 Shares are held by Prime Leader Global Limited, which is wholly owned by Mr. Zhang Tianren.

2. The 64,745,771 Shares of the Company are held by Power Active Limited, a wholly-owned subsidiary of New World Liberty China
Ventures Ltd., which is owned as to 50% by Liberty New World China Enterprises Investments, LP and 50% by New World China
Enterprises Investments Limited, which in turn wholly-owned by New World China Industrial Limited which in turn wholly-owned by New
World Enterprise Holdings Limited, which in turn wholly-owned by New World Development Company Limited, which in turn owned as
to 36.53% by Chow Tai Fook Enterprises Limited, which in turn wholly-owned by Centennial Success Limited, which in turn owned as
to 51% by Cheung Yu Tung Family (Holdings) Limited.

Accordingly, each of (i) New World Liberty China Ventures Ltd., (ii) Liberty New World China Enterprises Investments, LP, (i) New World
China Enterprises Investments Limited, (iv) New World China Industrial Limited, (v) New World Enterprise Holdings Limited, (vi) New
World Development Company Limited, (vii) Chow Tai Fook Enterprises Limited, (viii) Centennial Success Limited and (ix) Cheung Yu
Tung Family (Holdings) Limited is deemed to be interested in the 64,745,771 Shares of the Company held by Power Active Limited for
the purpose of the SFO.

(b) Other interests and short positions

Other than as disclosed above, the Company has not been notified of any other relevant interests or short positions in the issued
share capital of the Company as at 31 December 2007.

APPOINTMENT OF INDEPENDENT NON-EXECUTIVE DIRECTORS

All independent non-executive Directors have signed the letters of appointment with the Company for a 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. They are subject to retirement by rotation and re-election at the Company’s annual general meeting in accordance
with the Company’s articles of association.

The Company has received, from each of the independent non-executive Directors, an annual confirmation of his independence

pursuant to Rule 3.13 of the Rules Governing the Listing Securities on the Stock Exchange of Hong Kong Limited (“Listing Rules”).
The Company considers all of the independent non-executive Directors are independent.

CONNECTED TRANSACTIONS

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

(i) 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, the Scheme adopted by the Company, as part of their remuneration package.

PRE-EMPTIVE RIGHTS
There are no provisions for pre-emptive rights under the Company’s articles of association or the laws of the Cayman Islands, being

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

MAJOR CUSTOMERS AND SUPPLIERS
During the year, the aggregate sales attributable to the Group’s five largest customers were less than 30% of the Group’s turnover.

During the year, the largest supplier accounted for 12% of the Group’s purchase and the five largest suppliers accounted for 46% of
the Group’s total purchase.

At no time during the year did a Director, an associate of a Director or a Shareholder (which to the knowledge of the Directors owns
more than 5% of the Company’s share capital) have an interest in the any of the Group’s five largest suppliers or customers.

CORPORATE GOVERNANCE

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

AUDIT COMMITTEE

An audit committee comprising three independent non-executive Directors, namely Dr. Cheng Cheng Wen, Mr. Huang Dongliang and
Mr. Wang Jingzhong, was established in 2007.

The annual results have been reviewed by the audit committee of the Company.
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10. FINANCE COSTS

11.

2007 2006
RMB’000 RMB’000
Interest on:
Bank loans wholly repayable within five years 23,502 10,820
Other loans wholly repayable within five years - 423
23,502 11,243
PROFIT BEFORE TAXATION
2007 2006
RMB’000 RMB’000
Profit before taxation has been arrived at after charging:
Directors’ emoluments (note 12) 800 393
Other staff retirement benefits scheme contributions 7,627 8,171
Other staff costs 85,909 53,464
Total staff costs 94,336 62,028
Allowance for bad and doubtful debts (included in
other operating expenses) 15,656 3,764
Allowance for inventories (included in cost of sales) 3,406 378
Amortisation of prepaid lease payments 692 454
Auditors’ remuneration 1,919 1,113
Depreciation 24,895 14,191
Loss on disposal of property, plant and equipment
(included in other operating expenses) 949 441
Net foreign exchange losses (included in other operating expenses) 9,847 291
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12. DIRECTORS AND EMPLOYEES’ EMOLUMENTS

The emoluments paid or payable to each of the ten directors for both years were as follows:

Year ended 31 December 2007
Cheng
Zhang  Zhang Chen  Zhang Shi Yang Ho  Cheng  Huang  Wang
Tianren  Aogen  Minru  Kaihong  Borong Lianming  Tso Hsiu Wen Dongliang Jingzhong Total
RMB’000 RMB'000 RMB'000 RMB’000 RMB'000 RMB'000 RMB’000 RMB'000 RMB'000 RMB’000 RMB'000

(1)

Fees - - - - - - - - - - -
(Other emoluments
Salaries and other benefits 72 73 73 73 73 73 80 80 80 80 757
Contributions to retirement
benefits scheme 8 7 7 7 7 7 - - - - 43
Total emoluments 80 80 80 80 80 80 80 80 80 80 800
Year ended 31 December 2006
Cheng
Zhang  Zhang Chen  Zhang Shi Yang Ho  Cheng  Huang Wang
Tianren ~ Aogen Miru Kahong ~ Borong  Lianming ~ Tso Hsiu Wen  Dongliang  Jingzhong Total
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000  RMB'000
Fees - - - - - - - - - - -
Other emoluments
Salaries and other benefits 37 29 29 4 34 28 40 40 40 40 358
Contributions to retirement
benefits schemes 6 6 5 6 6 6 = = = = 35

Total emoluments 43 3 34 47 40 34 40 40 40 40 393
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12. DIRECTORS AND EMPLOYEES’ EMOLUMENTS (Continued)

The five highest paid employees of the Group are as follows:

2007 2006
Directors - =
Employees 5 5
5 5
The emoluments of the five highest paid employees, not being directors, are as follows:
2007 2006
RMB’000 RMB’000
Basic salaries and allowances 1,147 1,047
Retirement benefits scheme contributions 78 25
Discretionary bonus (Note) 281 -
1,506 1,072
Note: Bonus was granted on a discretionary basis upon successful listing of the Company’s shares.
Their emoluments are within the following bands:
Number of employees
2007 2006
Nil to HK$1,000,000 5 5

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 the year.
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13. TAXATION
2007 2006
RMB’000 RMB’000
Current tax:

PRC Enterprise Income Tax (“EIT”) (48,718) (5,857)

Deferred tax (note 18)
—current year 12,907 —
— attributable to charge in tax rate (2,728) -
(38,539) (5,857)

The provision for PRC Enterprise Income Tax is based on the estimated taxable income for PRC taxation purposes at the rate of
taxation applicable to the year ended 31 December 2007 and 31 December 2006.

No provision for Hong Kong Profits Tax has been made as the Group’s income neither arises in nor is derived from Hong Kong.

Pursuant to the relevant laws and regulations in the PRC, the Company’s subsidiary, Tianneng Battery is entitled to exemption
from PRC EIT for the two years commencing from 2005 and 50% reduction for the following three years.

Pursuant to notices issued by the Zhejiang Provincial Tax Bureau Changxing County branch, Zhejiang Changxing Tianneng
Power Supply Co., Ltd., as a welfare enterprise, was entitled to a tax waiver of 75% of the PRC EIT until 30 September 2006.
According to the notice (BIZR 7548 BN #E — ST AR/ TEF S ERBEBBOR AR TERNBL)
dated 25 September 2006 issued by the Department of the Treasury (B4 EB) and State Tax Bureau (B RFiFE42/ ),
effective from 1 October 2006, the tax waiver of the PRC EIT entitled by welfare enterprises was cancelled and replaced by a
tax benefit which a portion of its taxable profits, representing 200% of the salaries paid to staff with physical disability, would be
exempted from the PRC Enterprise Income Tax.

On 16 March 2007, the PRC promulgated the Law of the People’s Republic of China on Enterprise Income Tax (the “New Law”)
by Order No. 63 of the President of the People’s Republic of China. On 6 December 2007, the State Council of the PRC issued
Implementation Regulations of the New Law. The New Law and Implementation Regulations will change the tax rate from

33% to 25% for certain subsidiaries from 1 January 2008. The deferred tax has been adjusted to reflect the tax rates that are
expected to apply to the respective periods when the assets is realised or the liability is settled.
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13. TAXATION (Continued)

The taxation charge for the year can be reconciled to the profit before taxation per consolidated income statement as follows:

2007 2006
RMB’000 % RMB’000 %

Profit before taxation 241,428 153,518
Tax at the applicable income

tax rate of 33% (79,671) (33.0) (50,661) (33.0)
Tax effect of expenses not deductible

for tax purposes (10,089) 4.2) (3,605) (2.3)
Tax effect of income not taxable

for tax purposes 2,357 0.9 146 =
Tax effect of tax losses not recognised (1,051) (0.4) (2,171) (1.4)
Utilisation of tax losses previously

not recognised 732 0.3 = =
Utilisation of deductible temporary

difference not recognised 6,994 29 - -
Effect of tax exemptions granted

to subsidiaries 9,270 3.8 53,541 34.9
Effect of different tax rates of a

subsidiary entitled to a 50%

reduction in PRC EIT 24,369 10.1 - -
Effect of different tax rates of a

subsidiary operating in other

jurisdictions 12,185 5.0 - -
Deductible temporary difference

not recognised (751) (0.3) (3,026) (2.0)
Effect of change in tax rate (2,728) (1.1) - -
Others (156) - 81) -
Taxation charge and effective tax

rate for the year (38,539) (16.0) (5,857) (3.8)
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14,

15.

DIVIDENDS PAID
2007 2006
RMB’000 RMB’000
Dividend paid 39,891 =

The directors of the Company declared a final dividend of RMB44,298,000 on 18 April 2007 for the year ended 31 December
2006, equivalent to approximately RMB8.36 per share based on 5,296,439 shares in issue at 31 December 2006. On 25
June 2007, two strategic shareholders of the Company, Power Active Limited and Prax Capital Fund I, LP, agreed to waive
part of their entitled 2006 final dividend amounting to RMB4,407,000 and resulting in a net 2006 final dividend payable of
RMB39,891,000 to the entitled shareholders of the Company. During the year, the Company fully paid the 2006 final dividend
to the entitled shareholders.

The 2007 final dividend of HK6.8 cents per share (equivalent to RMB6.1 cents per share) has been proposed by the directors
and is subject to approval by the shareholders in the annual general meeting.

EARNINGS PER SHARE

2007 2006
RMB’000 RMB’000

Earnings:

Earnings for the purpose of calculating basic
earnings per share 202,889 147,661
Effect of dilutive potential ordinary shares:
Adjustment to the change in fair value of
redeemable convertible notes - (1,194)

Earnings for the purpose of calculating diluted
earnings per share 202,889 146,467

Number of shares: 2007 2006

Weighted average number of ordinary shares for the

purpose of calculating basic earnings per share 889,726,027 664,167,058
Effect of dilutive potential ordinary shares relating to
redeemable convertible notes - 85,832,942

Weighted average number of ordinary shares for
the purpose of calculating diluted earnings per share 889,726,027 750,000,000

The weighted average number of ordinary shares for the purpose of calculating the basic and diluted earnings per share for both
years has been adjusted for the capitalisation issue of 744,703,561 shares completed on 8 February 2007 (see note 28(b)).

/3



74

Tianneng Power International Limited ~ Annual Report 2007

Notes to the Consolidated Financial Statements

For the year ended 31 December 2007

16. PROPERTY, PLANT AND EQUIPMENT

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

COST
At1 January 2006 90,208 63,555 7,652 3,229 - 27,271 191,915
Additions 620 12,406 1,090 1,977 1,332 125,045 142,470
Transfer 79,813 30,972 - 373 160 (111,318) -
Disposals (36) (3,396) - (79) - - (3,511)
At 31 December 2006 170,605 103,537 8,742 5,500 1,492 40,998 330,874
Additions 2,615 9,642 2,632 1,895 316 121,644 138,744
Transfer 36,235 85,384 - 465 - (122,084) -
Disposals (1,290) (1,289 1) (24) - - (2,624)
At 31 December 2007 208,165 197,274 11,353 7,836 1,808 40,558 466,994
DEPRECIATION
At1 January 2006 6,560 10,324 3,546 1,060 - - 21,490
Provided for the year 5,061 6,938 1,247 693 252 - 14191
Eliminated on disposals (5) (939) - 19 - - (963)
At 31 December 2006 11,616 16,323 4,793 1,734 252 - 34,718
Provided for the year 9,334 13,102 1,240 942 277 - 24,895
Eliminated on disposals (895) (240) 1) (19) = = (1,175)
At 31 December 2007 20,055 29,185 6,012 2,657 529 = 58,438
CARRYING VALUES
At 31 December 2007 188,110 168,089 5,341 5179 1,279 40,558 408,556
At 31 December 2006 158,989 87,214 3,949 3,766 1,240 40,998 296,156

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

Buildings

Plant and machinery

Motor vehicles

Furniture, fixtures and equipment
Leasehold improvement

20 years
10 years

5 years
5-10 years
5 years



Tianneng Power International Limited ~ Annual Report 2007 75

Notes to the Consolidated Financial Statements

For the year ended 31 December 2007

17. PREPAID LEASE PAYMENTS

2007 2006

RMB’000 RMB’000

Non-current 35,558 20,945
Current 773 448
36,331 21,393

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

18. DEFERRED TAXATION

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

years:
Provision for
inventories,
trade Accrued
and other warranty
receivables fee Others Total
RMB’000 RMB’000 RMB’000 RMB’000
At 1 January 2007 - - - -
Credit to consolidated income
statement for the year 6,271 4,490 2,146 12,907
Effect of change in tax rate (1,253) (999) (476) (2,728)
At 31 December 2007 5,018 3,491 1,670 10,179

At 31 December 2007, the Group has deductible temporary differences of approximately RMB2,276,000 (2006:
RMB21,194,000). No deferred tax asset has been recognised in relation to such deductible temporary difference as it is not
probable that taxable profit will be available against which the deductible temporary difference can be utilised.

At 31 December 2007, the Group had unused tax losses of approximately RMB10,951,000 (2006: RMB9,985,000) available
to offset against future profits. No deferred tax assets has been recognised in respect of such losses due to unpredictability of
future profit streams. Such unrecognised losses will expire at various dates up to and including 2013 (2006: 2012).
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19. INVENTORIES

2007 2006
RMB’000 RMB’000
Raw materials 70,898 67,870
Work-in-progress 342,709 159,077
Finished goods 13,383 8,219
426,990 235,166

20. BILLS, TRADE AND OTHER RECEIVABLES
2007 2006
RMB’000 RMB’000
Bills receivables 215,434 14,728
Trade receivables 103,420 80,610
Less: Allowance for bad and doubtful debts (18,830) (7,665)
84,590 72,945
Other receivables 12,680 12,388
Less: Allowance for bad and doubtful debts (5,084) (593)
7,596 11,795
VAT receivables, deposits and prepayments 35,883 68,776
343,503 168,244

The Group allows an average credit period of 180 days for bills receivables. The following is an aged analysis of bills receivables

net of allowance for doubtful debts at the balance sheet date:

Age 2007 2006
RMB’000 RMB’000

0 to 180 days 214,734 14,728
181 to 365 days 700 -
215,434 14,728

Included in the above bills receivables of approximately RMB700,000 are past due at the balance sheet date for which the

Group has not provided for impairment loss since the amount are subsequently recovered after balance sheet date.



Tianneng Power International Limited

Annual Report 2007

Notes to the Consolidated Financial Statements

For the year ended 31 December 2007

20. BILLS, TRADE AND OTHER RECEIVABLES (Continued)

The Group has a policy of allowing an average credit period of 45 days for trade receivables. The following is an aged analysis

of trade receivables net of allowance for doubtful debts at the balance sheet date:

Age 2007 2006
RMB’000 RMB’000

0 to 45 days 51,944 35,200
46 to0 90 days 9,904 13,090
91 to 180 days 15,068 11,136
181 to 365 days 7,674 10,030
1-2 years - 2,206
Over 2 years - 1,283
84,590 72,945

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

appropriate credit limits.

Management closely monitors the credit quality of trade and other receivables and considers the trade and other receivables

that are neither past due nor impaired to be of a good credit quality.

Other receivables are unsecured, interest-free and are repayable on demand. Included in the Group’s other receivable balance

are other debtors with aggregate carrying amount of approximately RMB4,357,000 which are past due as at 31 December

2006 for which the Group has not provided for impairment loss. After reassessment of the credit quality of these other

receivables by the management, impairment for other receivables over 1 year are provided in 2007.

Included in the Group’s trade receivable balance are debtors with aggregate carrying amount of approximately RMB32,646,000

(2006: RMB37,744,000) which are past due at the balance sheet date for which the Group has not provided for impairment

l0ss.

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

Age 2007 2006
RMB’000 RMB’000

46-90 days 9,904 13,090
91-180 days 15,068 11,136
181-365 days 7,674 10,030
Over 365 days - 3,488
32,646 37,744

Based on the historical experience of the Group, bills, trade and other receivables which are past due but not impaired are

generally recoverable. The Group does not hold any collateral over these balances.
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20. BILLS, TRADE AND OTHER RECEIVABLES (Continued)

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

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

Movement in the allowance for doubtful debts — trade receivables

2007 2006

RMB’000 RMB’000

Balance at beginning of the year 7,665 4,413

Allowance for bad and doubtful debts 11,165 3,252

Balance at end of the year 18,830 7,665
Movement in the allowance for doubtful debts — other receivables

2007 2006

RMB’000 RMB’000

Balance at beginning of the year 593 81

Allowance for bad and doubtful debts 4,491 512

Balance at end of the year 5,084 593

In determining the recoverability of the bills, trade and other receivables, the Group reassesses the credit quality of the trade
receivables since the credit was granted and up to the reporting date. Based on the historical experience of the Group, the
directors believe that no further allowance is required.
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21. AMOUNT DUE FROM A RELATED COMPANY

Details of the amount due from a related company are as follows:

Maximum amounts

outstanding
Name of related company 2007 2006 2007 2006
RMB’000 RMB’000 RMB’000 RMB’000
I RGREBERRAR]

(Zhejiang Changtong Electric Bicycle

Co., Ltd.) (“Zhejiang Changtong”)

(Note a) 622 3,741 11,373 50,941
Changxing Storage Battery (Note b) - - - 88
SR ERMEBRAR]

(Shu Yang Xin Tian Power Materials

Co., Ltd.) (“Shu Yang Xin Tian")

(Note c) - = 157 4,695
b=t

(Ni Danging) (Note d) - — - 148

622 3,741

Included in the balances above is amount due from a related company with trade nature and the amount have no fixed

repayment terms. The following is an aged analysis at the balance sheet date:

Age 2007 2006
RMB’000 RMB’000

010 90 days 622 3,198
91 to 180 days - 543
622 3,741

(@ This related company is controlled by Mr. Ni Danging, the brother-in-law of Mr. Zhang Tianren, a director of the Company.

(b) This related company is controlled by Mr. Zhang Tianren, a director of the Company.

() The related company is controlled by Mr. Yang Huigiang and Mr. Ni Danging, the nephew and brother-in-law of Mr. Zhang Tianren, a

director of the Company.

(d) Mr. Ni Danging is the brother-in-law of Mr. Zhang Tianren, a director of the Company.
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22. AMOUNTS DUE FROM SHAREHOLDERS

The amounts represented advances to shareholders of the Company. The amounts were unsecured, interest-free and were fully
repaid in January 2007.

Included in the balances are amounts due from shareholders which are also entities controlled by the directors of the Company.
Particulars of these amounts disclosed pursuant to Section 161B of the Hong Kong Companies Ordinance are as follows:

Maximum amounts

outstanding

Name of shareholder 2007 2006 2007 2006

RMB’000 RMB’000 RMB’000 RMB’000
Plenty Gold Holdings Limited (Note a) - 61 2,030 79
Precise Asia Global Limited (Note b) - 58 1,887 73
Prime Leader Global Limited (Note c) - BEg) 24,463 879
Profit Best International Limited (Note d) - 28 534 28
Success Zone Limited (Note €) - 28 534 28
Super View Investments Limited (Note f) - & 748 BE
Top Benefits International Limited (Note g) - 49 1,496 59

= 810

(a) The Company is beneficially owned by Mr. Zhang Kaihong, a director of the Company.

(b) The Company is beneficially owned by Mr. Shi Borong, a director of the Company.

() The Company is beneficially owned by Mr. Zhang Tianren, a director of the Company.

(d) The Company is beneficially owned by Mr. Chen Minru, a director of the Company.

(€) The Company is beneficially owned by Mr. Yang Lianming, a director of the Company.

(1) The Company is beneficially owned by Mr. Gao Xinkun, a former director of Tianneng Battery.

(9) The Company is beneficially owned by Mr. Zhang Aogen, a director of the Company.
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23.

24,

RESTRICTED BANK DEPOSITS/BANK BALANCES AND CASH

Bank balances and cash comprise cash at bank and other short-term highly liquid investments that are readily convertible to a

known amount of cash and are subject to an insignificant risk of changes in value. Bank balances carry interest at market rates

which ranged from 0.72% to 0.81% per annum.

Restricted bank deposits represent bank deposits pledged to banks to secure short-term banking facilities granted to the Group.

The pledged deposits carry fixed interest rate at a range from 2.43% to 3.78% per annum.

The restricted bank deposits and certain bank balances and cash of approximately RMB365,589,000 and RMB232,678,000
at 31 December 2007 and 2006 respectively were denominated in RMB which is not a freely convertible currency in the

international market. The exchange rate of RMB is determined by the Government of the PRC and the remittance of these funds

out of the PRC is subject to exchange restrictions imposed by the Government of the PRC.

TRADE AND OTHER PAYABLES

2007 2006

RMB’000 RMB’000

Trade payables 120,384 184,715
Other payables and accrued charges 93,670 76,187
214,054 260,902

The Group normally receives credit terms of 5 days to 90 days from its suppliers. The following is an aged analysis of trade

payables at the balance sheet date:

2007 2006
RMB’000 RMB’000

Age
0 to 90 days 55,707 105,571
91 to 180 days 62,377 75,459
181 to 365 days 1,101 1,464
110 2 years 500 1,673
Over 2 years 699 548
120,384 184,715
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25. AMOUNTS DUE TO RELATED COMPANIES

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

Name of related company 2007 2006
RMB’000 RMB’000
Changxing Jin Ling Hotel (Note a) - 6

AL RERIRBEGRAF]

(Zhejiang Changxing Xin Xin Packaging Co., Ltd.)

(“Xin Xin Packaging”) (Note b) = 51
RERIBEZBR AR

(Changxing Changshun Plastic Co., Ltd.)

(“Changxing Changshun”) (Note c) - 789

= 846

Included in the balances above are amounts due to related companies with trade nature of RMB840,000 at 31 December 2006
and the amounts have no fixed repayment terms and age less than 90 days.

Notes:
(a) This related company is controlled by Mr. Zhang Tianren, a director of the Company.

(b) This related company is beneficially owned by Ms. Chen Pingping and Mr. Chen Daqi, the cousins of Mr. Zhang Tianren, a director of
the Company.

() This related company is beneficially owned by a couple Mr. Xu Changquan and Ms. Yang Yagin, the sister-in-law of Mr. Zhang Tianren,
a director of the Company.

26. SHORT-TERM BANK LOANS

2007 2006

RMB’000 RMB’000

Secured 93,000 153,700
Unsecured 243,500 72,500
336,500 226,200

The short-term bank loans at 31 December 2007 and 2006 are denominated in RMB and carry fixed interest rates ranging from
6.07% t0 8.96% and 5.58% to 7.03% per annum, respectively.
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27.

28.

LONG-TERM BANK LOANS

The Group’s long-term bank loans are unsecured and denominated in RMB. The bank loans carry fixed interest rates ranging
from 6.93% to 7.56% per annum (2006: 6.93% to 7.56% per annum) and are repayable in full in 2009.

SHARE CAPITAL
Number
of shares Amount
equivalent to
RMB’000
Shares of the Company with nominal value
of HK$0.1 each
Authorised:
At 1 January 2006, 31 December 2006,
1 January 2007 and 31 December 2007 2,000,000,000 212,780
Issued and fully paid:
At 1 January 2006 4,452,000 474
Conversion of redeemable convertible notes
in September 2006 (Note a) 844,439 86
At 31 December 2006 and 1 January 2007 5,296,439 560
Issue by capitalisation of the share premium account
(Note b) 744,703,561 73,912
Issue of shares on international placing and public
offer (Note c) 250,000,000 24,565
Balance at 31 December 2007 1,000,000,000 99,037

Notes:

(a) In September 2006, US$9,500,000 of the redeemable convertible notes were converted into 844,439 shares of HK$0.10 each of the

Company at the conversion price of HK$87.53 per share.

(b) Pursuant to a resolution passed by the shareholder of the Company on 26 February 2007, the directors of the Company were
authorised to capitalise approximately HK$74,470,000 (equivalent to RMB73,911,000) standing to the credit of the share premium
account of the Company by applying such sum in crediting as fully paid at par the 744,703,561 nil paid shares of HK$0.10 each for

issue of shares to all the shareholders on a pro rata basis.

(©) On 11 June 2007, the Company issued 250,000,000 shares with a par value of HK$0.10 each, at a price of HK$1.92 (equivalent to
RMB1.89) by way of international placing and Hong Kong public offer to overseas and Hong Kong investors.
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29. SHARE OPTION SCHEME

The Company’s share option scheme (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.

The Scheme is of a valid period of 10 years commencing on the date on which the shares of the Company commenced trading
on the Main Board of The Stock Exchange of Hong Kong Limited. The Scheme enables the Company to grant options to eligible
participants as incentives and rewards for their contribution to the Group. Eligible participants include all full time employee,
directors (including independent non-executive directors) and part-time employees with weekly working hours of 10 hours

and above, of the Group, substantial shareholders of each member of the Group, associates of the directors and substantial
shareholders of any member of the Group, trustee of any trust pre-approved by the board of directors; and any advisor
(professional or otherwise), consultant, distributor, supplier, agent, customer, joint venture partner, service provider to the Group
whom the board of directors considers, in its sole discretion, has contributed or contributes to the Group.

The total number of shares which may be issued upon exercise of all options to be granted under the Scheme must not, in
aggregate, exceed 100,000,000 shares, representing 10% of the issued share capital (1,000,000,000 shares) at the date

of adoption of the Scheme. The total number of shares issued and to be issued upon exercise of the options granted to each
participant (including both exercised and outstanding options) in any 12-month period must not exceed 1% of the relevant class
of the shares in issue from time to time.

According to the terms of the Scheme, the consideration for the grant of the options should be HK$1.00. The options may be
exercised in accordance with the terms of the Scheme at any time during the exercise period as determined by the board of
directors which shall in any event not be more than ten years from the date of grant.

Up to 31 December 2007, no options were granted to directors, eligible employees and other outside third parties under the
Scheme.
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30. REDEEMABLE CONVERTIBLE NOTES

On 22 December 2004, the Company issued redeemable convertible notes (“Redeemable Convertible Notes”) to independent

third parties (the “Noteholders”) in the principal amount of US$9,500,000 in accordance with a subscription agreement (the
“Agreement”) dated 29 November 2004 entered into between the Company and the Noteholders.

The principal terms of the Redeemable Convertible Notes are as follows:

@

The Company shall repay the principal amount outstanding under the Redeemable Convertible Notes to the Noteholders
together with all interest accrued thereon up to and including the date of repayment on 30 June 2007 (the “Maturity
Date”). The conversion price is HK$100 per share subject to adjustment in the manner set out in the Agreement. The
Noteholders will have the right to convert the whole or part of the principal amount of Redeemable Convertible Notes into
shares at any time and from time to time, from the date of issue of the Redeemable Convertible Notes up to the Maturity
Date.

The Redeemable Convertible Notes bear interest at the rate of eight percent per annum and interest will be payable
annually in arrears in December of each year.

The Noteholders were also granted a put option (the “Put Option”) to require either or both of the Company and all or

any of the founders to immediately repurchase/purchase all of the conversion shares and/or the Redeemable Convertible
Notes from the Noteholders at a price equal to the consideration paid for such shares or notes with a rate of return per
annum of 10% if the Company is not successful in qualified IPO by 30 June 2007. Qualified IPO means an initial public
offering of the shares of the Company on the main board of the Stock Exchange of Hong Kong Limited by 30 June 2007
or such other date as agreed by the Noteholders and issued at a price per share which shall generate an annual rate of
return of not less than 30% (net of withholding tax and including dividends and interest received) on the initial investment
amount of the Noteholders from the Completion Date of initial public offering.
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30. REDEEMABLE CONVERTIBLE NOTES (Continued)
The conversion option of the Redeemable Convertible Notes will not be settled by the exchange of a fixed amount for fixed
number of equity instrument, the Group designated the entire Redeemable Convertible Notes as financial liabilities through profit

or loss on initial recognition.

The movement of the Redeemable Convertible Notes is set out below:

RMB’000
As at 31 December 2005 124,105
Currency realignment (2,644)
Decrease in fair value prior to conversion (5,645)
Converted by note holders during the period (115,816)

As at 30 September 2006 -

The Redeemable Convertible Notes at fair value through profit or loss are carried at fair value at the balance sheet dates.

The fair value of the Redeemable Convertible Notes without the conversion option at fair value through profit or loss at the
balance sheet date was determined based on the present value of the estimated future cash flows discounted at the prevailing
market rate for an equivalent non-convertible loan at the balance sheet date.
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30. REDEEMABLE CONVERTIBLE NOTES (Continued)

The fair value of the conversion option embedded was calculated using the Black Scholes model. The inputs into the model
were as follows:

At 20 September
2006 (date of conversion)

Implied share price HK$127
Exercise price HK$100
Expected volatility 50%
Option life 0.8 year
Risk-free rate 5.00%
Expected dividend yield Nil

The implied share prices were estimated based on the equity value determined using the discounted cash flow approach, with
reference to market comparables. The expected volatility was determined based on the annualised weekly share prices of
comparable companies in the industry.

Because the Black Scholes model requires the input of highly subjective assumptions, including the volatility of share price,
changes in subjective input assumptions can materially affect the fair value estimate.

The Redeemable Convertible Notes were converted into 739,100 shares of HK$0.1 each of the Company at the conversion

price of HK$100 per share in accordance with the Agreement. In addition, the audited profit after tax of Tianneng Battery was
less than the guaranteed profit set out in the Agreement, an aggregate of 105,339 additional shares of the Company were
issued to the Noteholders upon the conversion of the Redeemable Convertible Notes and hence, the effective conversion price of
the 844,439 shares in aggregate under the Redeemable Convertible Notes was HK$87.53 per share.
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31. PLEDGE OF ASSETS

At the balance sheet date, the Group has pledged the following assets to secure the general banking facilities and bank
borrowings granted to the Group.

2007 2006
RMB’000 RMB’000
Bank deposits 40,000 94,000
Property, plant and equipment 78,049 65,328
Land use rights 34,169 19,182
152,218 178,510
32. CAPITAL COMMITMENTS
2007 2006
RMB’000 RMB’000
Contracted for but not provided in the consolidated

financial statements in respect of the acquisition of

property, plant and equipment 13,248 27,594

33. RETIREMENT BENEFITS SCHEME

As stipulated by the rules and regulations in the PRC, the Group contributes to the retirement funds scheme managed by local
social security bureau in the PRC. The Group contributes a certain percentage of the basic salaries of its employees to the
retirement plan to fund the benefits.

The only obligation of the Group with respect to the retirement benefit plan is to make the specified contributions.
The Group operates a Mandatory Provident Fund scheme for all qualifying employees in Hong Kong. The assets of the scheme

are held separately from those of the Group in funds under the control of trustee. The Group basically contributes 5% of relevant
payroll costs to the scheme.
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34. RELATED PARTY TRANSACTIONS

(@  During the year, the Group had the following significant transactions with its related companies:

Name of related company Nature of transaction 2007 2006
RMB’000 RMB’000

Zhejiang Changtong Sales of storage battery
and other products 22,977 25,787
Sales of materials - 48
Zhejiang Changxing Tianli Purchase of consumables - 112

Battery Co., Ltd.

Changxing Jin Ling Hotel Other expenses 993 1,017

Changxing Changshun Purchase of consumables 7,862 4,864
materials

Xin Xin Packaging Purchase of consumables 643 468

Changxing Meishan Xing Da Purchase of materials = 275

Plastic Co., Ltd.

Shu Yang Xin Tian Subcontracting charges paid - 217

The related companies are controlled or beneficially owned by a director of the Company or his family members.

(b)  Asat 31 December 2006, Mr. Zhang Tianren, a director of the Company, provided guarantees, in aggregate, amounting
to RMB78,800,000 to the banks to secure the bank loans granted to the Group and also provided guarantees amounting
to RMB10,000,000 in addition to the pledged deposits of the Group to secure the other banking facilities of the Group.
Such personal guarantees from Mr. Zhang Tianren were released upon the listing of the Company’s shares on 11 June
2007.

(c)  Details of the remuneration of directors and other members of key management during the period are set out in note 12.

(d)  Details of the balances with related companies are set out in notes 21, 22 and 25.
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35. PARTICULARS OF SUBSIDIARIES

Particulars of the Company’s subsidiaries at 31 December 2007 and 2006 are as follows:

Place and date
of incorporation/ Issued and Attributable
establishment fully paid share/ equity interest
Name of subsidiary and operation registered capital of the Group  Principal activities
Tianneng International British Virgin Islands/ Share — US$1 100% Investment holding
Investment Holdings Hong Kong
Limited (Note a) 15 November 2004
KE(EB)BRAF Hong Kong Registered 100% Investment holding
Top Honest (Hong Kong) 29 November 2007 capital -HK$1
L td. (Note b)
MIEREREERAR AR PRC-Limited liability Registered capital 100% Manufacture and sales
Zhejiang Changxing Tianneng company —RMB120,000,000 of storage hatteries
Power Supply Co., Ltd. 11 March 1998 (2006: RMB3,000,000)
LG RERENEDWRERAA PRC-Limited liability Registered capital 100% Sales of recycled batteries
Zhejiang Changxing Tianneng company — RMB500,000
Recycle Co., Ltd. 7 May 1999
T REE AR DA PRC-Limited liability Registered capital 100% Investment holding, research
Zhejiang Tianneng Battery company - RMB380,000,000 and development,
Co., Lta. 13 March 2003 (2006: RMB10,000,000) manufacture and sales
storage batteries
and battery related
accessories
MIREEFERBRAA PRC-Limited liability Registered capital 100% Manufacture and sales
Zhejiang Tianneng Electronic company —RMB80,000,000 of storage hatteries
Apparatus Co., Ld. 1 July 2004 (2006: RMB5,000,000)
REXE TEEHERAA PRC-Limited liability Registered capital 100% Provision of transportation
Changxing Tianneng Vehicle company - RMB500,000 service
Transport Co., Ltd., 30 May 2006
Reg S (W) BR AR PRC-Limited liability Registered capital 100% Manufacture and sales
Tianneng Battery (Wuhu) Co., Ltd. company - RMB160,000,000 of storage batteries
21 October 2006 (2006: RMB10,000,000)
I RSB (O1E) AR AR PRC-Limited liabilty Registered capital 100% Manufacture and sales
Zhejiang Tianneng Battery company - RMB125,000,000 of storage batteries

(Jiangsu) Co., Ltd.

9 May 2006

(2006: RMB65,000,000)
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35. PARTICULARS OF SUBSIDIARIES (Continued)

Notes:

(a) Directly held by the Company

(b) Top Honest (Hong Kong) Ltd. has changed its name to Tianneng Power (Hong Kong) Ltd. in January 2008.

A former wholly owned subsidiary, Changxing Xintian Real Estates Development Co., Ltd. which was established on 5 April

2006, was disclosed on 9 August 2006.

None of the subsidiaries had issued any debt securities at the end of the year.

36. BALANCE SHEET INFORMATION OF THE COMPANY

Balance sheet information of the Company at the balance sheet date includes:

2007 2006
RMB’000 RMB’000
ASSETS
Property, plant and equipment 377 488
Trade and other receivables 527 2,697
Amounts due from shareholders - 994
Amounts due from group companies 415,955 49,175
Bank balances and cash 54,639 4,045
471,498 57,399
LIABILITIES
Trade and other payables 894 2,701
Amounts due to group companies 410 =
1,304 2,701
NET ASSETS 470,194 54,698
CAPITAL AND RESERVES
Share capital 99,037 560
Reserves 371,157 54,138
TOTAL EQUITY 470,194 54,698

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. At the balance sheet date, the Company’s reserve available for distribution represents the net amount of share
premium of approximately RMB470,017,000 (2006: RMB115,730,000) and accumulated loss of RMB104,165,000 (2006:

RMB66,897,000).
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Year ended 31 December

2004 2005 2006 2007
RMB’000 RMB’000 RMB’000 RMB’000
RESULTS
Turnover 370,964 521,691 1,019,559 1,953,995
Profit before taxation 72,695 72,374 153,518 241,428
Taxation 17,342 2,276 5,857 38,539
Profit for the year 55,355 70,098 147,661 202,889
Attributable to:
— equity holders of the Company 49,934 68,683 147,661 202,889
— minority interests 5,419 1,415 - -
55,353 70,098 147,661 202,889
As at 31 December
2004 2005 2006 2007
RMB’000 RMB’000 RMB’000 RMB’000
ASSETS AND LIABILITIES
Total assets 491,916 663,522 964,412 1,668,024
Total liabilities 383,245 483,004 517,661 605,511
Net assets 108,671 180,518 446,751 1,062,513

The results and summary of assets and liabilities for each of the three years ended 31 December 2006 were extracted from the
Company’s prospectus dated 29 May 2007. The results and summary of assets and liabilities for the year ended 31 December

2004 have been prepared on a combined basis to indicate the results of the Group as if the group structure, at the time when the

Company’s shares were listed on The Stock Exchange of Hong Kong Limited, had been in existence throughout this year.



