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MANAGEMENT DISCUSSION AND ANALYSIS

Founded in 1986, Tianneng Power International Limited (“Tianneng” or the “Company’,
together with its subsidiaries, the “Group”) is a leading company in the sector of motive
batteries for new-energy vehicles. In 2007, Tianneng was listed on the Main Board of The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”). After more than 30 years
of development, the Group has become a large-scale high-tech energy group focusing
on the manufacture and services of environmentally friendly 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 special electric vehicles,
motive batteries for new energy vehicles and start-stop batteries for automobiles),
the recycling of waste batteries, the construction of urban smart microgrids, the
construction of green and smart manufacturing industrial parks, and smart logistics
platforms.

OPERATIONAL REVIEW

In the first half of the year, the coronavirus pandemic had an unprecedented impact on
China’s economy as well as on the global economy. At the same time, the uncertainty
and risks facing the global economy increased due to factors such as international
relations and geopolitics. In the second quarter of 2020, the growth rate of China'’s
economy returned to the positive territory, with key indicators showing signs of
recovering growth and the country’s economic operation beginning to recover.
Aided by governments at all levels, the Group adhered to its operational principle of
“‘innovating, growing and improving quality while maintaining stability”, thereby forging
ahead in these difficult times. While strengthening measures to prevent and control
the pandemic, the Group focused on its production and operation, promoting the
resumption of work and production in an effective and orderly manner. In the first half
of the year, the impact of the pandemic on the overall performance of the Group was
limited, as the Group achieved solid economic, social and ecological benefits.

On May 10, the “China Brand Day’, the brand management professional committee of
China-Asia Economic Development Association and Asia Brand Network jointly released
the list of “Top 500 Chinese Brands 2020" With a brand value of RMB76.531 billion,
Tianneng Battery ranked first once again in the battery industry. Moreover, Tianneng was
selected as one of the “Top 100 Private Enterprises in Technological Innovation in 2020"
at the Forum on the Development of Innovative Countries 2020, where the White Paper
(Report) on the Innovative Development of Enterprises 2020 was released.
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MANAGEMENT DISCUSSION AND ANALYSIS

1. Batteries for light electric vehicles — two-wheeled and three-
wheeled electric bicycles
The coronavirus pandemic has impacted the economy, but it has also
brought opportunities for the development of new economic models.
For example, more and more consumers buy daily living supplies online
through e-commerce platforms so that they can avoid going out,
resulting in significant increase in the corresponding short-distance
distribution services, which further promoted the development of light
electric vehicle industry.

1)

The rise of new consumption models opens up ample room
for the development of light electric vehicles

Under new consumption models, food delivery and courier
services have boomed, which has driven the growth of the
two-wheeled electric bicycle industry. According to statistics,
China’s online food ordering market has maintained rapid growth
since 2011. In 2019, the market size reached approximately
RMB284.55 billion, a year-on-year increase of approximately
17.9%. In 2019, the number of online food delivery users in China
exceeded 400 million, a year-on-year increase of approximately
16.2%. Demand for vehicles used for intra-city distribution
and group buying has surged in recent years, and millions of
deliverymen have driven the demand for two-wheeled electric
bicycles.

China has the world'’s largest courier delivery volume. According
to data from the State Post Bureau, China’s courier service
companies delivered approximately 63.52 billion parcels in 2019,
a year-on-year increase of approximately 25.3%, generating
an income of approximately RMB749.78 billion, a year-on-year
increase of approximately 24.2%. As three-wheeled electric
bicycles are the point to point delivery means of transportation for
courier services, the demand for electric bicycles have gradually
expanded with the development of the courier industry.

TIANNENG POWER INTERNATIONAL LIMITED
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(4)

Trade-in deals flourish due to the new national
standard, and the concentration of light electric vehicle
manufacturers increases

The roll-out and implementation of the new national standard
policy have created new sales growth opportunities for the
leading manufacturers of light electric vehicles. As the industry’s
entry barrier has been raised after the introduction of new
national standards and its products have been standardised,
the industry’s market concentration has increased. In addition,
the implement of new national standard has further driven the
demand of users for replacement of light electric vehicles and
encouraged users to trade in their old vehicles for new ones, thus
promoting the healthy development of the light electric vehicle
industry. Light electric vehicle manufacturers will continue to
compete with each other in terms of R&D ability and quality of
their products while strengthen their cooperation with quality
suppliers, aiming to seize the opportunities arising from the
market. Against this backdrop, Tianneng will continue to provide
customers with premium products and services according to the
needs of the market.

TIANNENG POWER INTERNATIONAL LIMITED
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MANAGEMENT DISCUSSION AND ANALYSIS

3.

Other high-end eco-friendly batteries

1)

Start-stop batteries

Start-stop batteries are mainly used for the starting, ignition
and lighting of vehicles and equipment such as automobiles,
motorcycles and fuel engines. In recent years, with the continuous
development of the industrial economy and increasing awareness
of environmental protection, the global market of automobile
start-stop batteries has grown rapidly. National automobile
markets have call for stricter requirements on carbon dioxide
emissions and fuel economy. The start-stop system, which can
effectively reduce emissions, is an energy-saving and emission-
reducing technology that has developed quickly in recent
years. According to data from the China Industry Information
Network, 2015-2018 was the golden period of growth for China’s
automobile start-stop batteries, with a compound annual growth
rate of 46%. By the end of 2020, the penetration rate of start-stop
batteries will reach 70%, with a shipment volume of approximately
21 million sets and a production value of approximately RMB14
billion.

The Company has launched its own brand of start-stop
battery products and negotiated with many automobile
manufacturers. At the same time, it always focuses on cultivating
its core technical capabilities and strives to promote industrial
development through technological innovation. It has gradually
formed its own complete technological system. In the future, the
start-stop battery business will become an important segment
of the Group. The Company plans to continue to increase its
business scale through capacity expansion, market development
and introduction of talents. On the market side, it will actively
commence cooperation with automobile manufacturers while
continuing to expand its share in the replacement market.

TIANNENG POWER INTERNATIONAL LIMITED
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MANAGEMENT DISCUSSION AND ANALYSIS

development due to multiple factors such as the demand for grid
stability, the overall cost reduction of energy storage systems, the
implementation of support policies and the transformation of
motive battery companies.

Standby batteries refer to batteries used in power transmission
stations to provide closing current to power units and batteries
used in public facilities to provide backup energy. Currently, lead
batteries are widely used in communication and uninterruptible
power supply. The construction of communication networks and
the updates of communication technologies worldwide will bring
continuous demand for lead standby batteries.

Tianneng has a full range of energy storage solutions that can
provide a solid green energy guarantee for global communication,
electricity, transportation, uninterruptible power supply (UPS)
and consumer products. At the same time, the Company focuses
on fulfilling the requirements of energy storage systems, e.g.
smooth connection to new energy, emergency power backup,
peak and frequency modulation, peak-load shifting and micro-
grids. Leveraging advanced energy storage technologies,
concentrating on high-efficiency energy storage systems and
aiming at distributed smart power supply, Tianneng is committed
to providing customers with energy storage system solutions.

TIANNENG POWER INTERNATIONAL LIMITED
Interim Report 2020



MANAGEMENT DISCUSSION AND ANALYSIS
!

New energy batteries
As one of the new energy batteries, the lith
strateglc segment of the Group. During t




14

MANAGEMENT DISCUSSION AND ANALYSIS

Since the establishment of the joint venture, the integration of resources
between Tianneng and the French company has been progressing steadily.
Despite the impact of the pandemic, both parties have been still actively
developing new products to meet the needs of emerging markets and overseas
markets, such as the super lithium iron phosphate battery series. This series of
products can be used in electric two-wheeled and three-wheeled bicycles under
the new national standard. Based on the advanced material technology of super
modified lithium iron phosphate, this type of battery has an ultra-long life and
ultra-high safety performance and provides approximately 2,000 regular life
cycles. In addition, the energy storage system products developed by the joint
venture have the characteristics of high energy densities, fast and cost-effective
installation and remote controllability.

Over the years, the Company has continued to expand its product line of
lithium-ion batteries. In addition to the sector of motive batteries, the Company’s
lithium battery business has also gained a foothold in smart energy storage, 3C
and backup battery industries. Take smart energy storage as an example. The
Company has entered the smart energy storage market since 2016 and has
completed the implementation and services of smart energy storage solutions
in many places in and outside China. With the strong support of national
industrial policies and against the background of 5G construction, the Company
will continue to deepen and expand its smart energy storage business. The
Company won the awards of “Best Provider of Systems Integration Solutions”and
“Best Demonstration Project for Energy Storage” at the 7th Global Solar+Energy
Storage Conference & Expo (2020) July this year.

TIANNENG POWER INTERNATIONAL LIMITED
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MANAGEMENT DISCUSSION AND ANALYSIS

In June 2020, in order to fully implement the requirements of Notice of the
General Office of the State Council on Issuing the Implementation Plan for
Extended Producer Responsibility (Ba74 P /2 B2 AR 2% A e & & (T
FIEHETT I 22898 E0)), the National Development and Reform Commission
drafted the Interim Measures for the Management of the Recycling and
Utilisation of Lead Storage Batteries (Draft for Comments) $5& &b E1UK
MAEREETHHE)(BOKE R FR)) with relevant departments. The Interim
Measures refer to the state implementing the target accountability system for
lead storage battery recovery, and by the end of 2025, lead storage battery
recovery rate must reach over 70%. Moreover, lead storage battery manufacturers
(including importing companies) shall, through methods such as self recovery,
joint recovery, and commissioned recovery, achieve the recovery targets set by
the state.

TIANNENG POWER INTERNATIONAL LIMITED
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MANAGEMENT DISCUSSION AND ANALYSIS

The Group will continue to strengthen cooperations with scientific research
platforms overseas, integrate world’s top technological resources, thus foster
core technological advantages for the entire industrial chain. At the same
time, the Group continues to seek mergers and acquisitions opportunities for
upstream and downstream products, and establishes research and development
production bases overseas in due time while creating a global supply chain
network, with the Group striving to become the “world’s leading green energy
solution provider”.

Capital development

In accordance with the results of the 51st review meeting of the Listing
Committee for Science and Technology Innovation Board of the Shanghai Stock
Exchange (the “Committee”) in 2020 that was held on 6 July 2020, the issue of
A shares by Tianneng Battery Group Co,, Ltd. (the “Spin-o  Company”) and the
listing of the A shares of the Spin-off Company on the Science and Technology
Innovation Board of the Shanghai Stock Exchange has been approved by the
Listing Committee, and the “Tianneng Battery Group Co., Ltd’s initial public
offering and listing on the Science and Technology Innovation Board (Registration
Proof)” was published on the website of the Shanghai Stock Exchange.
Meanwhile, the announcement of “Updates on the Proposed Spin-off and
Separate Listing of the batteries business by way of Proposed A Shares Listing
of the Spin-off Company on the Shanghai Stock Exchange” was disclosed by the
Company on the Stock Exchange’s website. Further details of the Proposed Spin-
off and Separate Listing of the batteries business by way of Proposed A Shares
Listing of the Spin-off Company on the Shanghai Stock Exchange can be referred
to the announcements of the Company dated 9 November 2018, 23 April
2019, 30 December 2019, 24 June 2020 and 6 July 2020 and the circular of the
Company dated 24 June 2019.

TIANNENG POWER INTERNATIONAL LIMITED
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW

Turnover

The Group's turnover for the reporting period was approximately RMB22,635 million,
representing an increase of approximately 14.26% as compared with the same period
last year.

Gross pro t

The gross profit for the reporting period was approximately RMB2,116 million,
representing an increase of 14.23% as compared with the same period last year. It was
mainly attributable to an increase in sales volume and a growth in the battery gross
profit margin. The gross profit margin for the reporting period was approximately 9.35%,
which remained stable as compared with the same period last year, of which the gross
profit margin of the manufacturing industry was approximately 16.29%, representing an
increase of 2.26 percentage points as compared with the same period last year. It was
mainly attributable to a lower gross profit margin of the trading segment during the first
half year of 2020, which led to the overall gross profit margin remained stable.

Other income

The Group's other income (excluding interest income) for the reporting period was
approximately RMB334 million (for the six months ended 30 June 2019: approximately
RMB206 million), representing an increase of approximately 62.24% as compared with
the same period last year. It was mainly attributable to the increase in government
grants.

Selling and distribution costs

Selling and distribution costs decreased from approximately RMB416 million in the same
period last year to approximately RMB378 million for the reporting period, which was
mainly attributable to the decrease in transportation cost.

Administrative expenses

Administrative expenses increased from approximately RMB289 million in the same
period last year to approximately RMB353 million for the reporting period, which was
mainly attributable to the increase in salary.

TIANNENG POWER INTERNATIONAL LIMITED
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MANAGEMENT DISCUSSION AND ANALYSIS

As at 30 June 2020, the cash and bank balances of the Group (including pledged bank
deposits and bank deposits) were approximately RMB6,832 million (31 December
2019: approximately RMB5,446 million), of which approximately RMB237 million and
approximately RMB56 million are denominated in Hong Kong Dollars and Euros
respectively. As at 30 June 2020, the interest bearing borrowings and loan notes of the
Group with maturity of within one year amounted to approximately RMB2,161 million (31
December 2019: approximately RMB1,659 million). The interest bearing borrowings and
loan notes (together as “interest bearing loans”) with maturity of more than one year
amounted to approximately RMB842 million (31 December 2019: approximately RMB253
million). The interest bearing loans of approximately RMB3,003 million was denominated
in Renminbi. The loans denominated in RMB had fixed interest rates ranging from 2.23%
to 8% (2019: 4.08% to 8%) per annum. In conclusion, the borrowings of the Group as at
30 June 2020 remained at a healthy and controllable level. With unutilized credit facilities
of RMB6,250 million, the Group will take a cautious stance and maximize the interests
of the Shareholders and the Company by striking a balance between borrowings and
funding utilization. Moreover, with continuously improving the fund structure as our
financial objective in the long run, the Group will optimize its loan structure with further
use of long term loans.

Pledge of assets

As at 30 June 2020, the bank facilities and bank borrowings of the Group were secured
by its bank deposits, bills receivables, property, plant and equipment, and land use
rights. The aggregate net book value of the assets pledged amounted to approximately
RMB3,850 million (31 December 2019: approximately RMB2,891 million).

Gearing ratio

As at 30 June 2020, the Group's gearing ratio, defined as the percentage of the sum of
current and non-current portions of interest bearing loans against the total assets, was
approximately 12.92% (31 December 2019: approximately 9.99%).

Exposure to exchange rate uctuations

As the Group'’s operations were mainly conducted in China and the majority of its
businesses were transacted in Renminbi, 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 30 June 2020 (31
December 2019: Nil).

Capital commitments
For details, please refer to note 23 to the condensed consolidated financial statements.

TIANNENG POWER INTERNATIONAL LIMITED
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CORPORATE GOVERNANCE

The Company is committed to ensuring high standards of corporate governance. The
Board believes that good corporate governance practices are increasingly important
for maintaining and promoting investors' confidence. The Company has adopted and
complied with the code provisions of the Corporate Governance Code and Corporate
Governance Report (the “CG Code”) as contained in Appendix 14 to the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Listing
Rules”), during the reporting period except for the code provision A.2.1 of the CG Code.
Dr. Zhang Tianren is both the chairman (“Chairman”) and Chief Executive Officer (“CEQ”)
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.

The primary duties of the Company’s audit committee (inter alia) are to review the
financial reporting system, the risk management and internal control systems 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 Company’s audit committee has reviewed this interim report
with the management of the Company and the Company's independent external
auditors and recommended its adoption by the Board.

The interim financial information of the Company in this report has not been audited.
However, it has been prepared in accordance with HKAS 34 “Interim Financial Reporting’
and has been reviewed by the Company’s independent external auditors, Zhonghui
ANDA CPA Limited, in accordance with the Hong Kong Standard on Review Engagement
2410, “Review of Interim Financial Information Performed by the Independent Auditor of
the Entity”.

d

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 confirmed that they have complied with the
required standard for securities transactions set out in the Model Code throughout the
six months ended 30 June 2020.

Other than the above disclosures, the Company has also complied with Rules 3.10(1),
3.10(2) and 3.10A of the Listing Rules and appointed three independent non-executive
Directors including one with financial management expertise.

TIANNENG POWER INTERNATIONAL LIMITED
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REPORT ON REVIEW OF CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

SCOPE OF REVIEW

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

CONCLUSION

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

ZHONGHUI ANDA CPA Limited
Certified Public Accountants

Sze Lin Tang

Audit Engagement Director

Practising Certificate Number P03614
Hong Kong, 29 August 2020
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CONDENSED CONS
AND OTHER COMPR]

For the six months ended 30 June 2 )

2020
RMB’000
(unaudited)

22,634,969
(20,519,206)

2,115,763
53,265
334,274
6,198
(19,016
(377,900
(353,303

(8,791
(337

)
)
)
(532,611)
)
)
(106,318)

1,111,224
(251,086)

860,138
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| ONSOLIDATED STATEMENT OF PROFIT OR LOSS
>OMPREHENSIVE INCOME (CONTINUED)

Six months ended 30 June

2020 2019
RMB’000 RMB'000
(unaudited) (unaudited)
(Restated)

|

916,962
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CONDENSED CONSOL
AND OTHER COMPR

For the six months ended 30 June 20:

2020
RMB’000
(unaudited)

836,756
23,382

860,138

893,580
23,382

916,962

RMB74.27 cents
RMB72.84 cents




30June
2020
RMB’000
(unaudited)

5,007,780
499
586,983
21,109

366,341
455,455

402,326
165,583
12,590

4,375,000
2,555,881
82,068
3,706

982,010 |

1,395,039
1,085,262
5,746,301

31 December
2019
RMB'000
(audited)

4,783,297
499
593,720
1,446

284,036
451,754

238,360
12,103
6,365,215

3,740,219
1,513,995

3,709

1,207,570
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CONDENS

POSITION (C

At 30 June 2020

30June
2020
RMB’000
(unaudited)

7,260,425
29,698
1,635
157,528
1,761,244

399,633
33,290
6,699
689,124
3,634,160

13,973,436
2,251,831

9,270,497

841,910
428,889
11,245
18,120
112,509

1,412,673
7,857,824
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D CONSOLIDATED STATEMENT OF FINANCIAL

30June | 31 December
2020 2019
RMB’000 RMB'000
(unaudited) (audited)

109,850 109,905
7,039,749 6,554,699

7,149,599 6,664,604
708,225 621,912

7,286,516
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Six months ended 30 June

2020
RMB’000
(unaudited)

50,316
(20,000)

136,085
(646,738)
(21,351)
38,218
(51,536)
206,064
(506,157)
13,893

(163,966)
(13,101)
9,373

2019
RMB'000
(unaudited)

812,437

39,602

7,489
(306,367)

(12,370)

(629,904)
(483,004)
35,272

(266,186)
(17,972)

(1,633,440)
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CONDENSED CC
(CONTINUED)

For the six months ended 30

2020
RMB’000
(unaudited)

4,090,915
(3,000,922)

(231,530)
13,810
(281,872)
(8,580)

637,346

1,592,110

4,154,191

5,746,301
5,746,301
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INTERIM FINANCIAL INFORMATION

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS

For the six months ended 30 June 2020

L

BASIS OF PREPARATION

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 Company and its
subsidiaries are collectively referred to as the “Group”.

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

These condensed consolidated financial statements have been prepared
in accordance with Hong Kong Accounting Standard 34 “Interim Financial
Reporting”issued by the Hong Kong Institute of Certified Public Accountants (the
“HKICPA") and the applicable disclosures required by the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited.

These condensed consolidated financial statements should be read in
conjunction with the 2019 annual financial statements. The accounting policies
and methods of computation used in the preparation of these condensed
consolidated financial statements are consistent with those used in the annual
financial statements for the year ended 31 December 2019.

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 (“HKFRSs") issued by the HKICPA that are relevant
to its operations and effective for its accounting year beginning on 1 January
2020. HKFRSs comprise Hong Kong Financial Reporting Standards ("HKFRS");
Hong Kong Accounting Standards ("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 period and prior years.

TIANNENG POWER INTERNATIONAL LIMITED
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INTERIM FINANCIAL INFORMATION

&

PRIOR YEAR ADJUSTMENTS (CONTINUED)

(©)

Intertemporal adjustment of employees’ remuneration

The Group observed that there were situations where some of employee’s
remuneration were spread across two accounting periods and the
relevant amount represented a lower proportion of the aggregate
amounts of remuneration for those periods. The Group has make
adjustments to such remunerations of approximately RMB37,039,000 in
the consolidated statement of profit or loss and other comprehensive
income for the year period 30 June 2019.

Interest capitalization, Intertemporal adjustment for
depreciation and redefinition of asset-related government
grants

The Group re-visited the usage of certain property, plant and equipment,
including the commencement date of usage and re-assessed the
capitalised interests related to those property, plant and equipment
for the period ended 30 June 2019. As a result, prior year adjustments
have been provided to adjust the related interests of approximately
RMB8,675,000 as expenses, and re-assessed depreciation expenses by
RMB702,000 of the re-assessment in the consolidated statement profit or
loss for the period ended 30 June 2019.

In addition, the Group had re-assessed the relevant subsidy
documentations for the government grants received, redefined the
nature of the government grants for the period ended 30 June 2019
according to the subsidy documents, and recalculated these government
grants and the amortisation thereof. As a result of the re-assessment, prior
year adjustments have been provided to adjust the government grants
previously recorded as other income in the consolidated condensed
profit or loss and other comprehensive income for the period ended 30
June 2019.

The following tables disclose the restatements that have been made in order
to reflect the above corrections to each of the line items in the consolidated
statement of profit or loss and other comprehensive income as previously
reported for the period ended 30 June 2019.

TIANNENG POWER INTERNATIONAL LIMITED
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INTERIM FINANCIAL INFORMATION

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
technigues 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.

(@) Disclosures of level in fair value hierarchy at 30 June 2020:
Fair value measurements using

Level 1; Level 2: Level 3: Total
RMB000 RMB000 RMB000 RMB000
(Unaudited)  (unaudited)  (unaudited)  (unaudited)

Recurring fair value measurements:

Assets:

Equity investments at FVTOCI 366,341 = = 366,341

Debt instruments at FVTOC! = 982010 = 982010
Financial assets at FVTPL 65,290 319 1329430 1,395,039
Liabilities:

Derivative financial instruments - (1,635 - (1,635
Total recurring fair value measurements 431631 980,694 1329430 2,741,755

TIANNENG POWER INTERNATIONAL LIMITED
Interim Report 2020



INTERIM FINANCIAL INFORMATION

4. FAIR VALUE MEASUREMENTS ((

(@) (Continued)
Disclosures of level in fair‘ [
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ALUE MEASUREMENTS (CONTINUED)

econciliation of assets measured at fair value based on level 3:
Financial assets
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FAIR VALUE MEASURE

(c) Disclosure of value
techniques and inpt

30June
2020
RMB'000
(unaudited)

982,010
319

1,635

30June
2020
RMB'000
(unaudited)

1,329430
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UE

' represents the amounts received and receivable for goods sold
) value added taxes, less returns and allowances and services provided
up to outside customers during the period.

For the six months ended
30 June
2020 2019
RMB’000 RMB'000
(unaudited) (unaudited)
(Restated)

10,633,396 11,329,175
764,163 755,491
243,334 199,578
397,298 508,565
402,880 254,861
540,383 260,747

9,653,515 6,501,411

19,809,828
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REVENUE (CONTINUED)

Sales of batteries and battery related accessories

The Group sells lead-acid battery products, recycled lead products, lithium
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
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 distrib