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Chairman’s Statement

To all shareholders:

| am pleased to present the annual report of Harbin Power
Equipment Co., Ltd (the company) for the year ended 31st
December, 2004.

In the year of 2004, the economy of China continued to grow
rapidly and the power supply is greatly needed. As one of the
largest manufacture bases in the field of power generation
equipments, Harbin Power Equipment Co., Ltd not only met with
new developing opportunities but also take the responsibility for
offering good quality equipments and service to Chinese power
development.

2004 is important year in the company’s developing history. With
the support of sound domestic political environment, great market
demand, implement effectively on the company's developing
strategy and hard working for all the company’s employees, the
company’'s business has improved rapidly and has made
breakthroughs in many fields.

The business results grew stably. For the year ended 31st, 2004,
the Company recorded consolidated profit after taxation and
minority interest of Rmb117.57 million, representing an increase
of 119.88% over last year; earnings per share was Rmb0.099 yuan.
Turnover was Rmb10,216 million, representing an increase of
98.58% over last year. (PIs see details in the section “Management
Discussion and Analysis”).
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BRRERBEELE M- BEREART EECRRE The rewarding for shareholders grew obviously. In order to reward
RERBREFUHIENNBEFREBRARE our shareholders, The Board of Directors recommend a final dividend
6,065& TR R ERAR S MERKREARE of Rmb60.65 million from the profit of the year available for
0.05107C  HAR AR R M AR E G A B 1 B R Ty 1% distribution. The final dividend was Rmb0.0510 yuan per share.
BREEIRA A —ERBEARRITAMEN FHE X Dividend of shareholders for H shares will be paid in Hong Kong
B AAEE—THBRARK.06087T BRHRAE dollars, the exchange rate used, this is HK$1 = RMB1.0608, is based
f& £.0.04818 7T Z MR B 720058 A 13A 3k 2 on average closing rate of the People’s Bank of China during the
AIEE T2005F5 R 13AERERERREMEL calendar week proceeding the date of recommending final dividend.
PR The final dividend for every H share will be HK$0.0481. On or
before the day of 13th August, 2005, The dividend will be
distributed to shareholders who have registered on the shareholders’
list by the day of 13th May, 2005.

ANAHMAERRTERAREI02E T HHELT The officially signed contract value is amounted to 30.2 billion.
B RRRFTERBEKE RBEANE EF The Company kept in leading position in large scale hydro power

MHER R ERE A REKETIHE A XHE projects, large scale thermal power equipment and large scale heavy
#65% ' 600MWiBHER R N ETHIEHE E100% duty gas turbine projects. The market occupation rate for large

ERRETIHEE RA9% - R RE —ZF THBATRE scale hydro power exceeded 65%. The market occupation rate for
IR T MASRERIE S FI300MWA R K & A 4 600MW ultra super critical thermal power is 100%; The market
HERNE ARARBTMOmEER: BER occupation rate for heavy duty gas turbine is 49%. At the same
BEEBTREE2ARERAERYEARNE time the winning contract of gas-steam combined cycle generation
FRAGEHRERETEE -4 RAEMRER unit HRSG island and 300MW large scale pump storage units
MZEMBETE TEM 300MWABHRARTSE exploited new market filed for the Company. The winning
RAEIEARERRIBRELIERTENR manufacture contract for 2 units’ nuclear power steam generator
e of Pakistan Chashma Project pushed the Company to make a big
movement in nuclear power manufacture and laid the foundation
for nuclear power market with great prospects. The winning contract
of 300MW thermal power unit Desulphurization Island shows that
the Company has the capability to manufacture environment
protection products.

BOEMBREMTHE ZORMELEHARE -2 F Leading product system is more perfected and the core technology
BB 1T 5| B BT A BRI T B3 BB T has reached to a new stage. The Company took positive actions on
B E R RE700 MWAE KE - 600MWA R 2 /2 the absorption of transferred technology and technology renovation
NE AR EE S AR ENRMEE BT including design and manufacture 700MW large scale hydro power
R A BIE600MW ~ 1,000MWE AR B R B R X B and 600MW large scale air-cooling thermal power. The Company is
Hae ) EAERTFRERRRGEMBEN capable to design and manufacture 600MW, 1000MW ultra super

BREMFE T 1,000MWiR BB R0 E R IE - critical thermal power by the way of technology introduce and
300MWA B H 7k & A 4R RDEDE B AR - B SE A0l 3 technical cooperation. The Company has mastered the technology
ERZ-NMREELTTEERNARBNR LR T of assembly and test for 9FA heavy duty gas turbine. The newly
A= signed technology introduce agreements on 1000MW ultra super

critical coal combustion boiler, 300MW large scale pump storage
units, wet desulphurization and desalpetre technology speeded up
the Company’s leading projects’ upgrade and increased leading
competitive capability.
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HEZRGRXTER SELNAEERA-NE= The production system bear proof and the production capability
AERMESEHET12008TEU L RARRER have increased rapidly. The production output for three leading

HEERA KB FNITHEN ERTETEERE units were above 12000MW. It was difficult to delivery the
2 H2003F #5008 T R 2120045 1,4008 TR A equipment according to contract’s requirement. With one year's
BEARE AR THRPHEG #ETARMSE continuous hard working, the Company has achieved a big
25 TRARSAEIEKENRES BEQFL improvement from 5000MW in 2003 to 14000MW in 2004, met its
THRRSEEFEENEEEBERM TEL. commitment to customer, maintained the company’s reputation,

improved the Company's work ability in all fields and made the

Company feel confidence in finish heavy tasks in the following

years.
RAREABRTE RAEEEHETERERZ The Company’s management system was more and more completed.
BE BNEZEE REZEgNFMEE S #— The company board of directors set up strategy development
THREMTETEZENERE RE T RADAEK committee, audit committee, nomination committee and salary
Fo committee to further complete and regulate the board of director’s
operation, which have improved the Company’s management level.
B2 BB—FNEUNIE RAREERNKEER In general, with one year's efficient work, the Company's
2 ERFEREER EEECEMELNEE—F manufacture capability has been improved a lot, the Company's
HE 2BREItLRRS BEOEE RARAIZHEER profits have increased a lot and the asset quality and operation
HFH RS- efficiency was looking up. All employees were working diligently
and confidently and the Company was in a positive developing
tide.
2005 BINEBIRERERN RERETHH In 2005, the positive condition of domestic macro environment,

HEE RERILE T EEMMBOR NREE B the canonical development of power equipments market and further

ARANERREMHRT RENINDRE - DAILEF implement of “Thrive Northeast Old Industry Base” strategy provided

HEERMEOKR BRNEFITENGERF a sound outer environment for the Company's development. The

BEMNRES ARARISENERET T AR results achieved through renovation and development, full contracts
on hand and the improvement in the comprehensive competitive
advantages laid a foundation for the Company’s development in
the following years.

ESEMARARE 20055 A A HEE TR Board of Directors and me is aware that the Company will continue

B BR(CBR #HEH ERAIFMUAARK to take active actions in all fields, finish production and

MERER BRMHSAELIE TREELET management task, improve economy profit and create more rewards

B RAELENZ ARRAIEFELZHNER. for our shareholders with implement of advanced technology,
international development, system renovation, management
renovation and strategy of regarding human resource as the core
of the Company’s development in 2005.
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N B NAR 5] 3 BT B A RURANBIET - K 1) ansg The Company will speed up the digestion, absorption and renovation

BOBMEBEFREVKEEETNAERZER of transferred technology to strengthen its core technologies and

BR -BBRBBAR KT BERFRAMEE knowledge in order to create its own technologies and skill sets. It

R E—FRAEEMDE - BBRAMBENHT will reduce design cost and production cost and improve its product

8 FERYNERD RebERE. quality by way of improve scientific research design ability. It will
reduce manufacture cycle and enhance productive efficiency by way
of adopting new technology and new process.

EEEN T EHEAREMRE 2R & MANKE As the same time of working on the important projects

REUTIREABERRINBERTSRAENE. development, the Company will strengthen on international market
BERR BATSERNSKER: BENEHEE taking general contract for international power station projects as
HERRIZER 2HUNEE SUERRIMNRI-& dominant factor to build the structure that the domestic and foreign

B Z£HEEAAELIE MRARBEBRCER S market can complementary mutually. With continuing to
strengthening cooperation with multinational companies in multi-
levels and all-directional, it will improve its work in all fields, such
as technology, management and marketing etc and speed up its
developing internationally.

ARIBHEBNIREX N EHEEZREG URRE Continuing cost reduction as key process, taking improving product
MENERER BUERK AR B BUIEHIRET K gross profit as key point, updating cost control system, the Company
AEBEA RERN ERER RR2ART will control design cost, sourcing cost, manufacture cost and
O MRS e BREENEN TELE(AE managing cost efficiently to enhance the Company’s ability of
ERBER - DAGMREEEE(ER Uit A winning profit. Strengthening control on subcontracts, the Company
AR HBLTENEERSNEEFRERRINE will complete societalized production organization system. The
A-FABKRIEREER L HERANEREN Company will speed up informationization and takes it as point of
m—ER- contact to push forward the implement on advanced managing
philosophy and managing methods in the Company. Within the
year of 2005, the Company will set up a financial setting account
center to reach a common management on the whole capitals.

NRIBE-—FTHREZFEEXZAENGEI BATH The Company will further regulate training on professionals to
RENEBERBEGRE HERBHEIKREO RS create positive conditions for talented people to make progress

MiEs BEARIRRERNEZ. and give full play to their skills.

AANBE ARl - TR EEEEROKE & | believe that the Company will grasp develop opportunity and

2005F M LEFBGE RN RIK-RAIEZENE make greater breakthrough in the work of 2005. The Board of

BEHRRNERTRED Directors and managers are confidence on the development in the
further.

EER Chairman

BE Geng Lei

RAE BRE —ZTRFMNA+AH Harbin, the People’s Republic of China, 16th April, 2005
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