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Mr. Gong Jing Kun, Chairman

To all shareholders,

It is my honor to present our Company’s 2006 Annual
Report to the shareholders. | would like to take this
opportunity to convey my most sincere gratitude to all
the shareholders who have constantly concerned for and
supported the development of our Company.

During the year of 2006, the national economy grew in a
fast and steady pace and the demand for power grew
accordingly. The installed capacity of new power
generating equipments in the country achieved the new
historical high and the demand of the power equipment
market soared. The further implementation of the national
strategy to revitalize the equipment manufacture industry
and the northeast old industrial base has provided the
Company with a healthy market and a positive policy
environment.

During the year of 2006, thanks to the support of all
shareholders and the hard work of all of our staff
members, our Company has achieved record success in
many areas, including the total production output, revenue
from principle business activities, and operation profit.
This year contributed a glorious brand new chapter to
our Company’s history.
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For the year ended 31st December, 2006, the Company
recorded consolidated profit after taxation and minority
interest of RMB1024.58 million, representing an increase
of 120.3 per cent over last year. Turnover was
RMB29,098.02 million, representing an increase of 57.5
per cent over last year. (Please see details in the section
“Management Discussion and Analysis”).

To acknowledge the support by our shareholders, the
Board of Directors proposed at the shareholders’ General
Meeting the payment of a final dividend of
RMB123,912,540 from the profit available for dividend,
representing a dividend of RMB0.090 per share. This is
our Company’s return to the shareholders for their great
support.

In the past year, the Company obtained new orders with
an amount of RMB28.5 billion. This maintained the
Company’s leading position on the large hydropower
generation equipment and heavy-duty gas turbine market
in the country, and solidified the Company’'s market share
of its regular products. The development of the
international market also produced outstanding result.

Meanwhile, the Company invested RMB450 million in
technological research, to help develop new products and
maintain the Company’s sustainable competitiveness. Our
research result on all air-cooling 700 MW hydro-generators
has become a leading success in the world. Our Company
faced the challenge of record high demand on our
products. However, we managed to satisfy customer
demand, and the overall financial and managerial
performance also improved substantially.

To satisfy the demands of projects such as the Nuclear
Island main equipment production project and domestically
produced large size pumped storage unit project, upon
the approval of the shareholders’ Annual General Meeting
2005, the Company issued additional 102.355 million H
shares on Hong Kong Stock Exchange, raised a net capital
of approximately 1 billion Hong Kong Dollars. This
provided the Company with strong financial backup for
further development. | would like to take this opportunity
to convey my most sincere gratitude to all the trust and
support extended to our Company’s development by all
of our shareholders.

09




10

E=RkHEE (B)

Chairman’s Statement — (continued)

NAEIR2006F O AR TIRERFA RS &
BRELETFEFIREETERE - —EBESS
B ESH FEMNSARESA EETE
R e EREEETANER A
B RETESENEBECE EE2F N
I RERRT EESSRHSARED
EE BEMEBEARH NI A TZ2FERAR
FRENERESR EREEESEARK
TEMER L UHEE AIF B BFRE
FARE UMPREKIT R —REEEZ
BARBERBER -

2007 A BB R & ES X NIRA B R
REENBEREUARSREB AT &
BEENETEMENVUBEREBENES
KOBEBRREZEATMMNE EEXED
BERMARINIREIRR SR S FRIE
MEREZEIGCC - BE MKEBESER
MBEREF ERHEREREMHEAT —
BB F P ER

A shareholders’ Extraordinary Meeting was held in
September 2006, and the fifth session of the Board of
Directors was elected at the meeting. The number of
independent directors sit on this new session of the Board
of Directors was increased from three of last session to
five. Its members include professionals from the fields of
electrical power, financial, academic and mechanical
engineering. Such composition ensured the vitality and
proper structure of the Board of Directors. On behalf of
the new Board of Directors, | would like to acknowledge
the trust bestowed on us by the shareholders. We promise
to carry forward the good tradition Harbin Power has
established during its over fifty years of development.
Based on the foundation of the effectiveness built by the
previous Board of Directors, we promise to strive to the
Company’'s development by holding sincerity, innovation,
cooperation, customer first as our objectives, and by
working toward the target of making our Company the
best in China, and the first class in the world.

We are certain that in year 2007 China’s national economy
will continue to prosper. The development of power
industry will focus on the adjustment of power source
structure. To fulfill the aspiration of a harmonious society
and an economized development pattern, and with the
State strengthening its effort on macro-management, the
power equipment market will be turning its head towards
the development of new sophisticated technology products
that are more environmentally friendly and more efficient.
The demand for nuclear power, IGCC, wind power and
pumped storage-based electric power generating
equipments will rise and become the focus point of the
market, indicating the power equipment market has
entered a new competitive stage.
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Year 2007 is going to be an important year for us to
create yet another bright year where the Company will
take what past has left us while set a new course. Based
on past years’ effort, we have won valuable contracts.
Armed with the experiences gained from the production
peak of 2005 and 2006, all the technical adjustment
projects are progressing well. We shall seize the
opportunity presented; apply innovative spirit, down to
earth attitude and effective measures to ensure the fast
yet sustainable development of the Company. We shall
be on the leading edge of the power equipment product
development, endeavor to further advance environmentally
friendly and efficient new products such as nuclear power.
We shall occupy the cutting edge of the technological
section of the market while cement our market share. We
shall set the improvement of financial performance as our
goal, integrate our internal resources, tighten up the
management, and realize the optimization of resources
to lay the solid foundation for the Company’s
development.

| believe that the Company will grasp develop opportunity

and make much more outstanding achievement in 2007,
and to reward our shareholders for their trust and support.

Chairman
Gong Jing-kun

Harbin, the People’ Republic of China, 20th April, 2007

1




