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Corporate Governance

AAEBCRRNE) (FEFHFE) (ETAR] The company will conform to the related provisions in

RBEEAD R BREESMEBHARZA PRC Company Law, PRC Security Law, Governance Rules

(EMRADEF@AHRTE 2EETCLEMA for Listing Companies and Listing Regulations of China

A KM eE UK EERFERTAD  BERT Stock Supervision and Administration Commission and the

ERAVEANREBEB HEBE L REE- Stock Exchange of Hong Kong Limited, wholly comply with
the appendix 14 of Listing Regulations-Corporation
Governance General Rules, actively perfect the corporation
management structure and standardize the company
operation.
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Corporate Governance — (continued)
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TO ALL SHAREHOLDERS AND GENERAL MEETING

The Harbin Power Plant Equipment Group Corporation-
the shareholder of controlling shares, which is a stated-
owned company registered in the People’s Republic of
China.

The Company protects shareholder’s profit. Shareholders
as the owner of the Company enjoy rights regulated in
laws and regulations and shoulder commensurately
obligations. The Company will treat every shareholder
equally and initiate shareholders to join in the Company’s
management. The shareholders enjoy rights to information
and rights to decision-making for the Company’s big
events. The General Meeting of Shareholders is the power
organization of the Company, and it exercises its functions
and power according to laws. At the approval of
connected transactions, the shareholder with common
interests should give up to vote at the General Meeting.

In 2005, the Company had an annual General Meeting.
The General Meeting discussed and resolved all relevant
items, which were listed on the Note of the Annual
General Meeting of 24th April, 2005.

BOARD OF DIRECTORS

On behalf of the whole shareholders’ profits, the
Company's Board of Directors as the leader achieves a lot
in business operation. Directors of the Company all comply
with the Appendix10 in Listing Rules-Model Code.

The Company’'s Board of Directors is consisted of 11
members, among which six members are the executive
directors including Mr. Geng Li, Mr. Gong Jing-kun, Mr.
Zhao Ke-fei, Mr. Duan Hong-yi, Mr. Shang Zhong-fu and
Mr. Wu Wei-zhang, two members are the non-executive
directors including Mr. Liang Wei-yan and Mr. Li Gen-
shen, three members are independent non-executive
directors-Mr. Zhou Dao-jun, Mr. Du Xing-you and Ms. Ding
Xue-mei. The term for every director is three years and
will be expired in 20th June, 2006. During their term,
directors of the Company could strictly carry out every
resolutions of the General Meeting according with the
related laws and regulations, and will continue the
principia of honesty and diligence to actively serve for
the greatest interests of the Company and its
shareholders.
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(continued)

BOARD OF DIRECTORS (continued)

The Company had six Board of Directors meetings all
together in the year of 2005, which all directors
participated.

Duties Fulfillment of Directors

The directors’ participation minute for Board of Directors
Meetings

E2mMESERE BBWHE (R) HER
Times of Board of Times of self Participant
EEHR Name of directors Directors meetings  participation rate
PELE Mr. Geng Li 6 6 100%
EmBEE Mr. Gong Jing-kun 6 6 100%
HrIERE Mr. Zhao Ke-fei 6 6 100%
BMtE LA Mr. Duan Hong-yi 6 6 100%
HPRELE Mr. Shang Zhong-fu 6 6 100%
REERE Mr. Wu Wei-zhang 6 6 100%
RUEF T E Mr. Liang Wei-yan 6 6 100%
FRAREE Mr. Li Gen-shen 6 6 100%
&8 5t & Mr. Zhou Dao-jun 6 6 100%
(BUEE) (independent director)
HEELE Mr. Du Xing-you 6 6 100%
(BUEF) (independent director)
TSRt Ms. Ding Xue-mei 6 5 83%
(BUEE) (independent director)

ARBBUYESZBRARBEEAEERM
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According to the relevant provisions in the national laws
and regulations and the Articles of Association of the
Company, the independent non-executive directors of the
Company carefully carried out their duties and actively
acknowledged the Company’s business and operation, self
participated all Board of Directors meetings in 2005. For
the connected transactions involved in the Company’s
production and management, the independent non-
executive directors made impersonal and equitable
judgements and gave independent opinions according to
the related regulations, sufficiently exerted the functions
as independent non-executive directors and stuck up for
the interests of the Company and the medium and small
shareholders.
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(continued)

CHAIRMAN AND GENERAL MANATER

The Company’s Chairman and General Manager are set
separately. The Chairman is Mr. Geng Li and the General
Manager is Mr. Zhao Ke-fei, there is on any relationship
among Chairman, General Manager and other directors.

The appointment and exemption of the Company’s senior
managers are open and lucid, accord with the provisions
of the related laws and regulations and the Articles of
Association of the Company.

SPECIAL COMMITTEES

The Company established Board of Directors Special
Committees in 2004-the supervision committee, the salary
committee, the nomination committee and the strategy
develop committee, their members are consist of directors,
in supervision committee, the independent non-executive
directors occupy majority and are appointed as the
Chairman. All these committees have functions to further
perfect the Company’s governance structure and improve
its operating capability. The Company sets the supervision
committee under the Board of Directors, which accords
with the provisions in clause 3.21 of the Securities Listing
Rules of the Hong Kong Stock Exchange Limited, and the
Company’s annual report 2005 and interim report 2005
are all reviewed and approved by the supervision
committee of the Board of Directors.

SUPERVISORY COMMITTEE

The Supervisory Committee holds responsibility to all
shareholders, the Company’s Supervisory Committee is
consist of five supervisors, of which two supervisors are
representing shareholders, two supervisors are representing
staff and workers and one is independent supervisor.

1. The Supervisory Committee Meeting in the year
under review.

The Supervisory Committee held two meetings in
the year under review, the main contents are as
follows:

a. The 4th Supervisory Committee Meeting was
held on 16th April, 2005, the meeting proved
report of the Supervisory Committee 2004 of
the Company, the audited financial reports
2004 and annual report 2004 and its
summary.
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(continued)

SUPERVISORY COMMITTEE (continued)

b.

The 4th Supervisory Meeting was held on 12th
August, 2005, the meeting proved related
proposals, including the Company’s interim
un-audited financial reports 2005 and interim
reports 2005.

2. Independent Opinions of the Supervisory Committee
to the Related Matters of the Company in the Year
of 2005.

The Company’s Operating Validity

According to related laws and regulations, the
Supervisory Committee has supervised and
examined the convening procedures and
resolution matters of the General Meeting and
the Board of Directors Meeting, the Board of
Directors implementation to the General
Meeting resolutions, the enforcement of the
Company’'s management rules and the
efficiency of the Company’s operating and
managing, the Supervisory Committee deemed
that in 2005 the Company has operated
strictly according with the related provisions
in PRC Corporation Law, the Listing Rules, the
Articles of Association of the Company and
other regulations, the Company’s operation
decisions were reasonable, the Company
further perfected its internal management and
built favorable inner control system.

Reviewing the Financial Situations of the
Company

The Supervisory Committee carefully reviewed
the Company’s financial balancing report
2005, the Company’s profit distribution
scheme 2005 and the audited financial reports
2005, which were audited and submitted by
Deloitte Touche Tohmatsu, etc., which the
Board of Directors arranged to submit to the
General Meeting. The Supervisory Committee
deemed that the Company’s audited financial
reports 2005 was true and credible, which
external presented the Company’s financial
situations and business results. The
Supervisory committee approved the
Company’s financial audited reports, which
were submitted by the negotiable accounting
offices.
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(continued)

SUPERVISORY COMMITTEE (continued)

C. The Implementation of the General Meeting
Resolutions

The members of the Supervisory Committee
participated in the Board of Directors Meeting
and the General Meeting without voting, the
Supervisory Committee supervised the
implementation of the General Meeting
resolutions, and deemed that the Board of
Directors could carefully carry out the General
Meeting decisions.

3. The Supervisory Duties Implementation of the
Supervisory Committee

The Supervisory Committee supervised the directors
and senior managers of the Company according with
the related laws and the Articles of Association of
the Company, deemed that the directors and senior
managers of the Company carried out their duties
lawfully, did not find out any abuses to act against
the related laws and regulations and the Articles of
Association of the Company and the interests of
the Company.

INFORMATION PUBLICATION AND SUPERVISION

The Company continuously improves the information
publication and pushed forward the investor
communication management, the board secretaries
department of the Company is responsible for the
information publication. The Company strictly accords with
the related information publication provisions in relative
laws and regulations, the Article of Association of the
Company and Listing Rules, makes the information
publication to be open, equity, true, correct, complete
and in time, improves the Company’s diaphaneity. In order
to improve the communicating with the investors, the
Company emphasizes and is in time to issue its interim
and annual business reports, develops the communicating
with the investors and participates in the investor forums,
holds the telephone meetings and business illuminating
meetings to expound the Company’s latest status and
developing foreground to the investors. The Company
strengthens its supervision on connected transactions, and
all connected transactions must be reviewed by
independent directors.

The Company will do its duties, continuously complete its
management and improve its management level, strictly
according to related laws and regulations of negotiable
securities supervisory organizations.



