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To all shareholders:

For the year ended at 31st December, 2004, all members of the
supervisory committee (“the Committee”) of Harbin Power
Equipment Company Limited (“the Company”) fulfilled their
Supervisory of Committee functions in accordance with the
regulations of the PRC Laws on Companies, the Listing Rules of the
HKSE and the Articles of Association of the Company. The
Committee had reviewed documents submitted by the Company
and supervised the Company's productive and managing activities
and the manager level members’ work performance by way of
participating the General Meeting and the Company’s Board of
Directors meetings and setting up supervisory committee meetings.
In addition, the Committee had participated actively big events,
such as the Company’s production, management, technology
renovation and investment plan etc. and gave a lot of positive
opinions and suggestions, which pushed forward the Company’s
work. The Committee’s specific duties are as follows:

1. During the period under review, the Company operated
strictly according to national laws, regulations and
regulations and procedures for List Company. With carrying
out every resolutions of the General Meetings, deepening
reform, strengthening management and working with the
strategy of reducing cost and improving efficiency, the
Company had finished production and operation task in all
fields and achieved its target. In general, the managing
results are satisfied.

2. The Committee is aware that the directors, the managers
and other senior managers have actively carried out their
duties in accordance with relevant regulations of the Articles
of Association of the Company and in the best interests of
the shareholders. In addition, they carried out carefully the
resolutions and decisions from the General Meetings and
Board of Directors. They have not abused their powers to
act against the interests of the shareholders and the
Company.
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3. The Committee has reviewed the Company’s financial system
and financial situations and got the conclusion that the
Company’s organization and system of the financial section
is completed. In addition, with further strengthening capital
management, cost management, contract management and
management and research on asset disposition, the financial
work was operated step by step according to inner control
system and financial management system and ensured the
capital operate safe and efficiently. The annual financial
statement and dividend distribution scheme and the related
documents submitted by Board of Directors to the annual
General Meeting for review can truly reflect financial
situation, asset situation and operation results of the
Company. They have not abused their powers to act against
disciplines and regulations.

4. The Committee reviewed work report of the Board of
Directors. These reports truly, fully and fairly reflected the
Company’s every operation in this year.

5. The Committee is aware that the connected transactions are
done in fair and reasonable principle. They have not abused
their powers to act against the interests of the Company
and shareholders.

6. The Committee is aware that with further strengthening
management and improving economy benefit, the Company
should continue to improve its payoff capability and level
and keep continuable developing tide.

The Committee sincerely appreciates trust and supports from every
employee of the Company and shareholder. With positively exploring
new supervisory approach and method, establishing detailed
supervisory and inspect method, the Committee will performance
supervisory function better and work hard for achieving production
and operation target in 2005 of the Company.

For and On behalf of the supervisory committee
Chairman

Lang en-qi

Harbin, the People’s Republic of China, 16th April, 2005



