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FEQEETERRE MACRO-ECONOMY SITUATION AND INDUSTRY DEVELOPMENT

0045 HBEIRBRERKFRBER BNEERE In the year of 2004, China economy continued to grow rapidly.
b EFERIS% - HEERKERBER ENE The gross domestic product grew by 9.5 per cent compared with

KENHER 2FHBEL FFIER148%  BEN last year. With the rapid development of economy, the demand for
BERNE6EEREBSLNFRE - ENE electric power obviously increased. The electric power consumption

FETREERNEREE - BRRENFTK & grew by 14.8 per cent compared with that of last year. Inspite of
REZSHRE-—FPNR - 2EHHFAIEERB this, 26 provincial electric power grids restricted power supply by
60008 TR #H T EEXENERT K -BRIK turning off power brakes and the shortage of electricity have

BRIEZETFEMBBARRNELSZE RAAE effected economy development and people’s life. In order to meet
ETRENHERE AEEDRTRMRANE power demand, the power supply construction was speeded up
EHE. and the new approved start-up projects for the whole year have

exceeded 60000MW. The step-by-step implementation of the
national policy “To revitalize the Northeast old industry base” has
created a sound policy environment. Now, the Group faces
unprecedented opportunities.

FTERR NEW CONTRACTS

HHAMAIDRENRERERNOTIZEE A& With positive external environment and rapidly increasing contracts,
EABRCHERE UNIARPREATE ERR the Group adjusted marketing strategy, took “Serving our customer”
SEREER ZENEAAERERTEREE £ as tenet, focused on long term development, and took effort on
Tk EZEEHERTSEERORE BAK unit with big capacities and new products. Consolidating the market
SEEVERHEIAMNEE EDHEROARKR occupation rate of regular products, meanwhile, the Group enlarged

R BREENREERETER 2 FRFAMEIE its advantages in exploring new products and impelled product’s
#3020 BARNE LR KFH2003F-EPE upgrade, which laid foundation for the Group's long-term
R E29ET HEERERS5.76% T2 development. The new-receiving contracts have already amounted

REIEETE19RIT 1 EERER6.30% © FEE to Rmb30.2 billion, which just next to the history record in the
AEROOMWAEFRERNMBEREXNR year of 2003. Among which, the main equipments contracts have
45% @ 300MWA B EMERM T HIERENR reached Rmb25.9 billion, representing 85.76 per cent of the whole
32% - REDKBHRAEH TIH1EE X R66% © 600MW contracts; engineering service contracts was up to Rmb1.9 billion,
NERAEKESR F—FHLHERS - FHAR= representing 6.3 per cent of the whole contracts. Among new
I F4XT00MWA B K B # 48 - B 37 300MW contracts, the market share of 600MW thermal power main units’
KE BE 7K &R - 2 0 2X600MWR 1 7 HE 7 B B e product is 45 per cent, for 300MW thermal power main units
RFIHRBETAMR - K AMERREEURE product is 32 per cent, for large hydro power units product is 66
EIAREB AREARRENERERANETE per cent. 600MW thermal power main units and large hydro power
ENMTARSEERGRE E—SHD TEETEE units have increased to certain extent compared with that of last
mEARRR ZETAEETEEMWR LA year. Especially, the contracts of 4X700MW Three Gorges Project
right bank large-scale hydro power equipment, Bailianhe 300MW
pump storage hydraulic turbine, Yingkou 2X600MW ultra super
critical units with double casings and double exhausts, 7 gas-steam
combined cycle units such as Zhenhai project in Zhejiang province
and 2 units of Chashma nuclear steam generator in Pakistan have
broadened the Group’s product lines, impelled the Group's
upgrading on leading products and consolidated the Group’s leading
position in its main products.
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S EHERK PRODUCTS AND SERVICES

004FAENRRERNTERSY REANE £E The feature of the year of 2004 is diversified products, tight
IBEE FERBRATET - RTREEPNE schedule, heavy task and full-load operation of main facilities. In
K BRRXEASR ARBERNTH#ELEEAEA N order to ensure delivery schedule and meet customers’ demand,
ELEREN WAERERSETIUE BRBRE the Group adopted various measures to improve production
B HRRELERE RSB BMAEENs % organization, conducted innovation on production bottlenecks,
EEETEBR EMEIMERNEE MR HIME purchased key facilities and set up a new boiler workshop.
B EIEMNER KNEEREEARERS. Meanwhile, the Group also enhanced quality control, improved
PEATRETRME14,555MW (LA T8 B A quality assurance system, increased outsourcing and strengthened
FMUKEWAE) b EFHER137.39%  EREUH the management of outsourced products. Thus, the product output
BT 508 12,295MW, b, 3£ 133.52% & Bk increased by a big margin and created the record in the history of
AR EMN636 13,677MW, Lt EFHER205.15% ¢ the Group. The total output for the year was up to 14,555MW (in
A E M T KASE 12,122MW, I F F 3 terms of steam turbine generator units and hydro power turbine
R 137.50%; K 2 EH A TR 258 2,433MW, I generator units), representing an increase of 137.39 per cent
EFI1ER136.84% o compared with that of last year. Among which, 50 units of utility
boiler with total capacity of 12,295MW, an increase of 133.52 per
cent over last year; 63 steam turbines for power plant with total
capacity of 13,677MW, an increase of 205.15 per cent over 2003
and 48 turbine generators with total capacity of 12,122MW, an
increase of 137.50 per cent over 2003; 25 units of hydro power
turbo-generators with total capacity of 2,433MW, an increase of
136.84 per cent over last year.

IR REE R ERERILEARFC0OMWE R T8 The Shanxi Datong air-cooling steam turbine units with 600MW
BNAEERENTEE A B ELDIL600MWil exploited by the Group itself has been put into operation after
BABENRAETARAEBEGERREEE installation within this year and it operates well. This is one of the
ENFAENRRBREASEZES D NAIEE largest capacity air-cooling units, which is of significant meanings
ﬁi@?lﬂ AARBE—FSHETS BARLOET in further broadening air-cooling unit market. The domestic first

EHRINEZER- super critical unit of Qinbei project with 600MW has been put into

operation; The 9FA heavy-duty gas turbine manufactured by HPEC-
GE consortium achieved success in assembly and test and completed
assembly for 6 units and test for five units within the year, which
symbolized that the Group has made progress in the field of heady
duty gas turbine manufacture.

BUHIRREIE HASM BB ERENE In respect of engineering services, the delivery of whole power
B BExIiR2004F1ABRARP KR—FME plant for stage one project of Sudan El Gaili combined-cycle power
REET BESHES R BIN2X600MWAE station project was completed in January, 2004 and operated well
BEE "REEEEE2DEINRS HERRE during the warranted year; For HenCheng thermal power units
2X50MWA ERABIAE TR MEEIER (2X600MW), the first unit was delivered to site; for the general
2K BRSTE /ﬁﬂiﬁ?“;ﬁlﬁﬁ BRI contracting project of CaoNgan Thermal power plant in Vietnam
E-BEIEABHE K REMKHERETK (2X55MW), the power plant and sourcing work were completed
85% ' WHEEIC2EMMA. and 95 per cent equipments has been delivered to site; for Sudan

Marowei Transmission and Distribution Line project, the design work

is done, most part of tender work has been completed, 85 per cent

equipment material has been purchased and the line construction

already began.
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R ERE NS E R&D AND TECHNOLOGY COOPERATION

2004 AEBRARMAEER2.04E T 7THK In the year of 2004, the Group invested 204 million in R&D and
TIWO7TEFERRENEHRE FEHEAH completed 167 items of new products’ R&D. Among which, the
600MW * 300MWA B 3 # 5% 8 17 350 - W ¥ 600MW and 300MW thermal power units were upgraded; the
600MW + 1000MW it E2 £ 52 - 300MWAE IR i fb K 3 600MW and 1000MW ultra super critical units, the 300MW
I8 300MWHI K E Be il SRR R S R A R Circulated Fluidized Bed Boiler, the 300MW pump storage project
HI{E-BE LS ENRINETRLREK EAER and heavy duty gas turbine have been researched and developed.
TORENMRABENERNE BRI EEE By absorbing the digesting technology, the Group has mastered
EmWATERIOCOOMWEB B RRBE &2 assembly and test skill for 9FA gas turbine. The R&D for the other

600MWE G 52 5 12 - B 38 300MW1E IR 1L IR 3R 48 - projects such as Zhejiang Yuhuan 1000MW ultra super critical boiler,

7 = T 70 5E T 600MWH A8 DA T K BY 47Kk &5 B Changshu 600MW super critical boiler, Kaiyuan 300 MW circulated

ARG EEER- fluidized boiler, new type 600MW units with 3 casings and 4
exhausts and large-scale pumped storage unit have been successfully
developed.

ERFHENRRAEEEME T REBARNE Meanwhile, the Group strengthened its cooperation with

B RS ETIERG T ER2ER - RRERIRF international companies and achieved a lot in technology transfer.
#E 7600-1000MW A 8 i R 88 18 5 i 37 o) o Within the year, the Group successfully signed with foreign

300-1000MWE B BrA B R IMEE i B EfE companies Technology License Agreement on 600-1000MW ultra
{ENOXE R ZA(SCRIB T E R B = IBER AR super critical boiler; Technology Transfer Agreement on 300-
AR AT 35 5 513 7 300MWHIK B b i 48 538 1000MW deaerator, SCR and wet fuel gas desulphurization;

BATAI200MWE R AR E SRR - ELBENE introduced manufacture technology on 300MW pumped storage
i BEAEEFSERENERERKT BXE units and 200MW air cooling steam turbine generation units. The
ENREEREAEEESR enforcement of these contracts promoted the Group's leading

products to international level, consolidated and improved the
Group's position in this industry and was of significant meanings
for the Group's further development.

AEEFEERFANRERAERS ZIL2X650MWIZE The group has achieved significant results for its leading products
IHERBERM RS —FR ZBU2X650MWE in the year of 2004. Qinshan Nuclear Power Station Project has
RERAEERME AEERENKERERL won the first prize of National Science Progress Award, for which
A% A RIFT T RECOOMWIE B EBITHRITT the Group supplied 2X650MW conventional island equipment; the
B EEERITREE RN RAERET No. 4 unit of Tianjin Datang Panshan project has set up a new
RERSH +ESREMoTRALTELHSOREE record of continuing operation for 600MW units. In addition, this
PENTAREANZBEAEIETRARAFTEF unit won special prize in the competition with 38 units provided by
RERBER RAEEEBFTERE. 17 power generation companies; the No. 6 unit from Shiliquan
Power Plant won a special prize competed with 217 thermal power
units with 300MW from 80 power generation companies all over

the country, which gained reputation for the Group.
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& F CONSOLIDATED PROFIT AFTER TAX
2004 AEBEERFHA11,7578 7T b FFE In 2004, the Group recorded net consolidated profit of Rmb117.57

£119.88% : BRZH0.0997T - bt £ F3E400.054 million, an increase of 119.88 per cent as compared to that of the

T HREEFER3N,3068 L L EFEHREM last year. Profit per share recorded Rmb0.099, an increase of

10,8048 7 BREEFEA2.6270 th L FHRIE Rmb0.054 over last year. The net assets at the end of the term

HN0.097T e recorded Rmb3,113.06 million, an increase of Rmb108.04 million
compared with that of the end of 2003. Net assets per share
recorded Rmb2.62, and increase of Rmb0.09 compared with that
to the end of 2003.

’RE DIVIDEND

EEEREBERE200MFERBEAFTR The Board of Directors recommended a final dividend of Rmb0.0510
AR ®0.05107C(2003F £ £ & /%0.00807T) ° per share for 2004, as compared to that of Rmb0.0080 in 2003.

EER TURNOVER

2004F AEEERF L EBKUWA,021,5678 T In 2004, the Group recorded turnover of Rmb10,215.67 million, an
b EFHERI8.58% « H - ABEFHRENEER increase of 98.58 per cent compared to the last year. During the
A720,81METT th EFIER148.65% i KEFHE year under review, turnover of the thermal power main units was
BNEEERT28168 T L L FIER40.69% : & Rmb7,208.11 million, an increase of 148.65 per cent over last year.
HWIRRENEEER118,0678 L Lk EFIE Turnover of hydropower main units was Rmb728.16 million, an
R0.06% EHBEEREEEMNE X8 /R22,461 increase 40.69 per cent over last year. Turnover of power plant
EL L EFIER5266% REREULETER engineering services project was Rmb1,180.67 million, an increase
BRENEEFERTANET L LEEER of 0.06 per cent compared to last year. Turnover of power plant
118.12%°2004F 2 ¥ B RN T ERAREER accessories and parts was Rmb224.61 million, an increase of 52.66
HEREE AP ERZ M- per cent over last year. Turnover of AC/DC motors and other
products and services was Rmb874.12 million, an increase 118.12
per cent over last year. The increase of turnover was caused by
remarkable power demand and more previous contracts.

FR-AEEHAORMIINELEERAGEEEBKK During the year, the export sales and the domestic sales

AB19.01%  TEHOTMRIFEMBE- denominated in foreign currencies of the Group accounted for 19.01
per cent of the turnover of main business activities, which was
mainly in Asia and in Africa.

B A cosT

FR AEENTEEBKA RIS, 2688 It L During the year, the cost of main business activities of the Group
FHEIN496,1508 7T 118 5110.47% » R E was Rmb9,452.68 million, an increase of Rmb4,961.50 million and
BRABRAERAOKAEE ST R RN R4 110.47 per cent as compared to last year. Except for the
HEBRLERENALANBEERRA- corresponding increase in cost brought by the increase in turnover

of main business activities, the price increase of raw materials was
the main reason for the increase in cost.
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ERRERNZ GROSS PROFIT AND PROFIT MARGIN

FHN AEEEXENABT6,2998 L EFI X In 2004, the gross profit of the Group was Rmb762.99 million and
RT.47% t EF TE5.22(E8 5 e the profit margin is 7.47 per cent, a decrease 5.22 per cent over
last year.

Hbh - AN EFHRBZBEMNRS59198 T 7 X Among which the profit for thermal power main units were
R776% b EFTESSTEB DB KEETHEE Rmb562.84 million. The profit margin for thermal power main units
EMRISNET EMNERLNYG - L EFTR was 7.76 per cent, a decrease of 5.87 per cent compared to last
1835EBE D B TRRBEFNAS5,9688 T E year. The profit for hydropower main units was 35.72 million. The
F%& £5.05% + b EF 0. 2918 5 2 3 BUh & profit margin for hydropower power main units was 4.91 per cent,
REEEREMNR2,60687T EMER11.60% - i a decrease of 18.35 per cent compared to last year. The profits for
FETRI4SEEAE RENERRETEMSE power plant engineering services were Rmb59.68 million, the profit
RBHENAS233B T EFEARILA2% L EF margin for engineering services was 5.05 per cent, a decrease of
EMOAMEB N H -EMETRANTERARAH 0.29 per cent over last year. And the profit for power plant
HEMEMABD R2003F ¥ F AN E B accessories and parts were Rmb26.06 million. The profit margin for
BRIE MBARERMEHEB KB LA SMEMTES power plant accessories and parts were 11.60 per cent, a decrease
EmttiERERZ- of 14.55 per cent over last year. The profit for the AC/DC motors
and other product and service was Rmb82.33 million. The profit
margin for he AC/DC motors and other product and service was
9.42 per cent, a increase of 0.44 per cent compared to last year.
The main reason for profit margin decrease is that most contracts
for the products sold by the Group in 2004 were signed before the
first half year of 2003, at that time, the contracts were secured at
low prices and the price of raw material continued to grow and
subcontracts were increased.

HEEH EXPENSES DURING THE YEAR

20045 AEERELEREERB AT 568,398 The Group's expenses from operation and administration activities
B & F1809,9628 Lo E A TR A4 during the year of 2004 amounted to Rmb683.98 million, an

3,806E T ZEtIREIRER FEKEEH2,3508 increase of 99.62 million compared to last year. Among which,
TUAEBERIN ERREERTSEAENEMAEE labor cost increased about Rmb38.96 million; preparation value for

BREEZMN1601E T BERRIEMA6ISE T bad debt and price decrease of stock-in-trade was Rmb23.50 million;
expenses for business activities increased about Rmb16.01 million
due to the enhancement of administration and marketing. The
medical insurance increased about Rmb6.15 million.

MEXH FINANCE COSTS

2004 REBBENEBERLTE T L EFH During the period under review, the Group’s finance cost amounted

P6364B T FERAEEBRET AP REE to 47.89 million, a decrease of 63.64 million over last year. This
FREERR Do was because the Group paid back most short-term loans, which

decreased the number of loans.

5
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EERRERERER FUNDING AND BORROWINGS

AEBEERERAFTESTIERA-ANRE R The Group's funding for operation and development mainly has

REG BPEFNBITER - AEEZERIRE three resources, they are shareholder capital, customer loans and
EREA ML REREIN BER—RHEETS bank borrowings. The borrowings of the Group will be arranged
FRAEDAER BEBRERREUENALHA according to specific projects. Except for those special situations,
DR AE - BRIMEARE]ERBERERKE the loans will be separately conducted by subsidiaries under the
FEN AEELEEERAM BERETBANHEE Group. However, the Group must approve the capital investment

BeEF -HZE2004F128318 AEEFTHER borrowings in advance. With the dramatic increase of contracts
BFER227,3668 TL(2003F 12A31H A262,4748 and prepayment, the Group has compensated for most loads for
L) BREERATENEEZHERTREARK operating funds. As at 31st December, 2004, the total sums of the
RUHRITRENER-Hbh - BR—FANEEZER Company borrowings are Rmb2,273.66 million (that at 31st

i — i —

A78,4208 0 L EWEM22,2428 70 REAR =K December, 2003 was Rmb2,624.74 million). The Group's borrowings

WEERRFAIRER L6 6ETERBER —F are loans from various commercial banks and the State’s policy
NEBMB AR —FREEZEKR148,9468 banks with interest rates stipulated by the state. Among which the
T L ERIR 57,3508 T Group's borrowings due within one year were Rmb784.20 million,

an increase of Rmb222.42 million compared to the beginning of
the year. The reason is that Rmb660 million loans for The Three
Gorges Reconstruction and Iran projects would be due within one
year. The Group's borrowings due after one year were Rmb1,489.46
million, a decrease of Rmb573.50 million compared to the beginning
of the year.

ERXRESRE DEPOSITS AND CASH INFLOW

R2004F 12A31B AEERTEREE S As at 31st December, 2004, the bank deposits and cash of the
/559,5698 7T L FHIIE IN148,334B L F - K Group amounted to Rmb5,595.69 million, an increase of 1,483.34
SEKEEBRERAFERT20,4638 7T(2003F million over the beginning of the year. During the year, the net
R4572018B7L) BEEB R RLFE cash used by operating activities amounted to Rmb7,204.63 million
540,8708 70(2003F A 142,4888 1) R B ¥ 75 (the sum in 2003 was Rmb4,572.01 million). The net cash from
ZHe R FEE A569,8348 TT(20034F 526,369 financing activities amounted to Rmb408.70 million (the sum in
L) ASEREEBRENATERAN TERF 2003 was Rmb1,424.88 million) and the net cash used by investment
METE] B RSN B E FE AT B activities was Rmb5,698.34 million (the sum in 2003 is Rmb263.69

million). The reason that the Group's inflow sum of cash for

operating activities is big is because of the increasing of new

contracts and prepayment.
EELBREHER CAPITAL STRUCTURE AND ITS CHANGES

FR2004F12A318 AEBEEEHEA3,101,520 As at 31st December, 2004, the total assets of the Group amounted
BT L E A M1,350, 1468 EF RBEER to Rmb31,015.20 million, an increase of Rmb13,501.46 million
2,480,158 T M EELERNT.96% : FERBEE compared to the beginning of the year. Among which, the total
621395870 (h & EBE20.04% current assets were Rmb24,801.25 million, representing 79.96 per

cent of the total assets. The total non-current assets were

Rmb6,213.95 million, representing 20.04 per cent of the total

assets.
__ Ny
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=L LIABILITIES

20045124318 - AEE B RH(ER2,736,159 As at 31st December, 2004, the Group's liabilities totaled
B WFEEN,336,9068 1 £ K95.54% ° Rmb27,361.59 million, an increase of Rmb13,369.06 million and
FeREBAERER2271578E T HEBREN 95.54 per cent compared to the beginning of the year. Among
83.02% ' HWEWE13570% : LB A EHES which, the total current liabilities were Rmb22,715.78 million,
464,581 BT HEEHEER16.98% L FME representing 83.02 per cent of the total liabilities, an increase of
K6.68%°12004F 12 A3 AEENEERRR 135.70 per cent over the beginning of the year. The non-current

£88.22% ° AEB B EXEEE M RERE KK liabilities were Rmb4,645.81 million, representing 16.98 per cent
FON IR PG of the total liabilities, an increase of 6.68 per cent over the

beginning of the year. At 31st December, 2004, the Group's current
liability ratio is 88.22 per cent. The reason for the dramatic
increasing is the increase of prepayment.

e £ SHAREHOLDER'S FUND

R2004F 12A3MA ARARRERZRBLE As at 31st December, 2004, the shareholder's fund of the Company

#311,3068 70 L FE L N10,8048 L B EE totaled Rmb3,113.06 million, an increase of Rmb108.04 million over

FERB262T2004F AR A FEE Kz X the beginning of the year. The net assets per share were Rmb2.62.

£3.84% th EEER2.05EE B In 2004, the Company’s assets-income ratio was 3.84 per cent, an
increase of 2.05 per cent compared with that of last year.

EXREEELER GEARING RATIO

R2004F 128318 AEBHERTFL X (3ER As at 31st December, 2004, The Group's gearing ratio (non-current
HEBHRREREHE) 51491, FFA1.45:1. liabilities/total shareholders’ fund) was 1.49:1, as compared to that
of 1.45:1 of last year.

HEEEREH CONTINGENT LIABILITIES AND MORTGAGE ASSET

2004F AEBREERRFAMEEZXAE In 2004, there was no any contingent liabilities arising from

E-12004F 128310 AEBEH233ELHIME outstanding litigation of the Group. As at 31st December, 2004,

R-ER207ETEABIER B 55 F4,8188 the Group’s external guarantee was Rmb233 million, among which

TEEERARNTHESER Rmb207 million was related to contracting projects. In addition,
of pledge assets with net book value of Rmb48.48 million were
used for bank borrowings for working capital.

5
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BEXRIRFBEARERER CAPITAL EXPENDITURE AND IMPORTANT INVESTMENT

20045 REERRERER ﬂ&mEﬁZLE@éﬁﬁﬁ In the year of 2004, the Group invested Rmb720.53 million for
Sii@ﬁﬁz’ﬁéﬂz 0S3BL BARESER1.68ET basic construction and technology renovation and used Rmb168
TREEFAEE MR W & KB IR }Mtffﬁ million from the listing proceeds. The main projects were 9FA heavy
F*Dﬁ%iﬁﬁﬁﬁfiuuﬁﬁiﬁﬂﬂ’]ﬁ$@ ST E duty gas turbine, large circulated fluidized bed boiler and heat
BB AEMERIBE —HAKRE30,7588 T & recovery boiler. The first stage investment in Seaside Workshop
RETEESRE28,2588 T BI2004FF K B Construction project of QHD was Rmb307.58 million, among which
RETTRIRE28349B T BEKE MEABI R the investment in fixed assets were Rmb282.58 million. By the end
REFRER2004F4RRAGER 2EHTKAM of 2004, the accumulated investment was up to Rmb283.49 million.
BHBERSAMEA S E 18O E R The assembly factory and test station of heavy-duty gas turbine
BRMK ZE AETRABEGEARECAEE and relevant facilities were put into operation in April, 2004.
MHNERETER ReaASBMNTEMUNES Altogether 6 units were assembled and 5 units were tested within
BN RIARBMRIWEIER BIRE 24,7508 B this year. The accomplishment of Seaside Workshop Construction
RETEERE21,9008T ERkEE 11,3968 project of QHD will lay a foundation for the development of heavy-
7T 'K’WJE RMCRIAERETE B 418 & 10,7008 duty gas turbine, nuclear power, 1000MW class ultra super-critical
HAETEEERES 3008 L BEKIRET,818 product and the other large product and promote the Company's
7_5 BEDRIVHRARA- industry status and competitive capability. In addition, the
investment in large gas turbine projects was Rmb247.50 million,
among which the fixed asset investment was Rmb219 million, the
completed investment was Rmb113.96 million; the investment on
large circulated fluidized bed boiler renovation is Rmb107 million
including the fixed asset investment of Rmb83 million, the
completed investment was Rmb78.18 million. The workshop was

completed and has been put into operation.

BE = % 8 /& b2 & 48 B8 ¥k EXPOSURE TO FLUCTUATIONS IN EXCHANGE RATES AND
RELATED HEDGES

AEERBHHINEFR R20045F12A318 K The Group has certain amount of deposits that are in foreign
SENEFTRITE ARK67,5558 L - AEE LA currencies. As at 31st December, 2004, the amount of the Group's
RN EE 2 %% FrELRR - FAXEEED deposits in foreign currencies was Rmb675.55 million after
ZRHPERTESS 9\\%?52?E’JEIEKHXJT/EPTE conversion. The export business of the Group is also settled in
HE DA 368 B R % B /= B foreign currencies and there is exchange risk. In 2004, the Group
entrusted the Bank of China to adopt hedging measures for part of
the Japanese yen to avoid exposure to fluctuation in exchange.

ERETER USE OF LISTING PROCEEDS
20045 KARILEREEES1.68E T AR The Group used a total of Rmb168 million from its listing proceed
0 Eu R IEE for Workshop Construction project of QHD.

BZE2004F12A318 - AREC 2T ERHRES As at 31st December, 2004, the Group used a total of Rmb1 billion
BEW10BT RBRBEN24ETEFHRRRIT from its listing proceedings and the remaining balance of Rmb240
BARLEOEMBERRECRMZUERR - million of listing proceeds was deposits in the bank and it will be

used in Workshop Construction project of QHD and other

technology renovation projects.
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RE&E:TE INVESTMENT PLAN

2005F A EHEIRENCARTEERNLED In the year of 2005, in order to upgrade products and improve
HEMRRIE R BERIEE AR RRERIS core competition capability, the Group are planning to invest
B e ERARMRIERISIERRMBUEER Rmb640 million in super-critical project, large gas turbine
REHKEE AR M ERPRERS(CRERIER technology transfer project, Workshop Construction project of QHD,
o MEEERARAR BRRZOBFE ) R combined cycle HRSG technology renovation and technology transfer
AEBOBERT D ARRE BREERERE and technology transfer and renovation of large pumped storage

BREEEN WIN ERREEENERNTISE units projects. At the same time, the Group will buy some key

K ARAFERERRZESHBA-HIR & equipment to solve the bottleneck problems and to enlarge

RECRABBTEREREAABR R producing capability. In addition, facing great potential demand of
nuclear power market, the Group is planning to begin the second
stage of Workshop Construction project of QHD. The construction
capitals are planned to be solved by financing method such as load
from bank.

EIREM STAFF AND REMUNERATION

R2004512A318 RS BEHEBEEME 17300 As at 31st December, 2004, the Group's total number of staff was

AN EHMAE RS 27E T AR EXRREAE 17300. The annual remuneration was Rmb527 million. The Group
ARFRBIEI R BB E A RIE ) F S i adopted various measures such as on-job-training, training in

BT REEIXRE BIBAMEHASTER EH universities and multinational companies to improve their qualities.

o2 FEIISOISAR-EITRATEHE N Altogether 8618 staff has been trained. As for remuneration, the

ER LEINEARREATNBEENEAE Group adopted post salary system, which enhanced check-up,

KRB FTENERE MRARER- effectively combined the staff's individual goal with the Company'’s
target, brought all positive factors into play and speeded up the
development of the Company.

B2 PROSPECT

0050 ARG ERRERR LEEEHE—TH In 2005, the Group will develop rapidly. According to outer
ERPFENDRE —FETELRLCESERR environment, China economy will continue to grow fast. The further
BREER BRRERILETIEEMMANIRE implement of development policy of “To Thrive the Northeast Old
SHEREZNEREBEE-— SRR RARIRE Industry Base” and “To Thrive Equipment Manufacture Industry”
TREFNINDPRR-Z—HE BERR B RAEN will provide a sound outer environment for the Company. On the
Mg SEMFEEREMHBETRER UKD other hand, with the government'’s strengthening on macrostructure,
B ABE - REFARENRNBNERBKAT the power generation equipment market will slow down and the
GERMNER MHEBRFHBAIL-REERNIR high-tech products featuring in large capability, high efficiency and
F 0BT EFIEARERSRAFHNER low pollution will be the key point for market development and
RRTEENRE BRAKALENEEEKERE the market competition is more and more intensified. According to
KEZGEREN Rl RAIERMAMERE & the Group itself, over Rmb70 billion on-hand contracts provide
AT EIE: guarantee for the Group's future development. However the
manufacture task brings pressure for manufacture system. The
Group will adopt efficient method to ensure quality and delivery
schedule. Especially, the Group will pay attention to the following
work:
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Management Discussion and Analysis

—BUNZ2EENARAEHN REE RXE KRR First, contracts fulfillment is the Company's key point. At the same
B B REOTSEE-AEERRETSVEE time it will ensure quality, delivery and service, and set up good
{ERIE B ER - KRBT et 81 HEM a8 1) T g market reputation. According to market situation and project
HERBTE BRARMBEEREEST K 2HN situation, the Group will make plan in time, distribute resource
FRE-BHFENLEESREEZNETHERE BB reasonably, devote effort to manufacture and organization work,
RNEEBREERKANRE BREAXENT and solve the conflict between raw material supply and market
ZoREMFRREIE MEREENSESTEER A demand. Consisting on improving quality guarantee system, the
AZH - BELRRNDEEERE D MAEIMERE Group will try to use good quality to reduce cost and meet contract

Ol MRS BBENTE B2 REFREH delivery schedule. The Group will take actions creatively, distribute
2H BROBEmERAIERE- BBANEZE N inner resource scientifically and exert manufacture capability inside
SMBIE TERR L HBLEERABER B the Company. The Group will increase subcontractors, strengthen
EEEN RMERMEHER. control on the subcontractors’ plan, quality and delivery schedule

and make sure that the subcontracted products are under control.
By way of inner exploration and outside cooperation, the Group
will complete modernization and socialization manufacturing and
organization system.

TRABRELRRER ERESHBWERTE Second, regarding leading technology as the Company's target.
MRE REAFBEMEEL N -AEE—AHEHMR With consolidating high-tech product platform, the Company will
ERESE N RIS 1 IR 5 E A & E 473 I A improve its independent R&D capability. At the same time, the
NI HE R 1T B IR o B B i o 1% F A1 600MW- Company will broaden its cooperation with multinational companies
1000MW B B g SR 48 B AT S| THE- 5 — H 4 and speed up its steps on technology inducement in order to make
BEFRMSEME FRIFTELE R RA IR full use of foreign advanced technologies. The Group will pay more
1 T B A 1R IR 48 - 600MW-1000MWER 18 g 57 14 attention to technology inducement on nuclear power and ultra
78 600MWE B R AR KB K Z Rt 48 - KAV TR super critical steam turbine with 600MW to 1000MW. Consisting
RE R R IE S S E R A B - R 81T - (23 with the strategy of combining the technology inducement and

FEERNARRR - TRBBRTREER SRR independent renovation, the Company will strengthen on
B2 A e EREARRIT R ERANE technological understanding, absorption and renovation in field of
ZURBAFBIFMERN REGLBEFMN- gas turbine combined cycle units, ultra super critical, 600MW super

critical units, large scale pumped storage units and circled fluidized
bed boiler units and thus to push forwards product’'s upgrade.
Cooperating with universities and research institutes in all
directions, the Company will set up its new scientific research and
development system in order to improve the Company's independent
R&D capability and main competition capability.
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CRURFEMERAER MATERENE B Third, regarding high-tech products as work core. The Company
NAARERRETER 20055 AEBEEEX will strengthen on market development to lay foundation for its

KE - HKEL 600MWEE R BHBER. continuous development. In the year of 2005, the Company will
1000MWiEB B ER R A AR A IR AT HEE K make full preparation of nuclear power plant biding work on base

A E My EEANREEETE UEIRFAL of consolidating large hydro power units, pumped storage units,
EREEERELEERE RUEERAEBREE 600MW super critical units, ultra super critical, 1000MW ultra super
HREEB LERARIAFERRE BRGTHE K critical units and large scale combined cycle units. Also the Company
HMARBNEEERRERNTSRE EEHN will speed up on constructing Qinhuangdao nuclear power

MERERE -MANBERBUHIREXBEE AL manufacture workshop in order to make preparation on energy
MEIRTISRENE BRER BATSEHNE source restructure. Basing itself on the Company's continuous
BEAR o development, the Company will take positive actions on market

development in field of desulphurization, deNOx and wind energy
power products etc. and tap new sources of economic growth. The
Company will strengthen on international market development
mainly in field of general contract for international power plant
engineer project and establish a pattern that the international
market and domestic market compensate mutually.

MENRSEMENERRER FAHE BERA Forth, regarding product's profit margin as the core of the
RER RRELEUZ]EY REEBE KT -AB Company's development. The Company will promote its
AR ERRBREEHIRERN BBNERET management capability by way of “Reduce Cost And Improve

RRZEHIEE BERERS BREZHEEER. Economic Profit”. The Company will strictly control sourcing cost
MBREBR - MREERLNESR HE2LRANESE by way of tendering and concentralized sourcing and reduce
IHm—ER-RREEARREEESMIE manufacture cost by way of value man-hour reasonably and control
BEEM RAEXXARA BURARERLZNE quality accident. Also it will strictly control management cost and
BFE ReEIEXRENERKT. financial cost. The Company will speed up to establish the financial

settlement center to unite the whole Company’s management.
Pushing forwards IT work, taking efficiency as principle, the
Company will establish information platform for share resource and
improve work efficiency and management level.

ARNBVARCEFERT R ZRVIERDA Five, regarding set up modern company as the Company’s
KR DRBRSE N TEOR (L E BB R EBRE orientation. The Company will focus on its energy and competitive
SRMR 2RERINMECENLR SERFE capability and deepen its reform. Researching on restructure of
BRB-BEMHTEIBNG R IE BHE business process, the Company will renovate the Company’s

XBER\HR-EHNESE TERIMAL & business process in reference to experience of advanced companies
EEBATNEE ER ZRNABKE E58 inside and outside of China. Also the Company will continue to
AT RSB o separate the supplementary business from main business and focus

on main business. Consisting with the policy of reforms for three
systems, the Company will perfect training, selecting, value and
encourage system for technical and managing talents, which will
make talented people show themselves.
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