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Board of Directors

The Company has improved and perfected the company’s
corporate governing structure and standardized the
Company’'s operation in accordance with relevant
provisions of the PRC Company Law, the PRC Securities
Law and the Code on Corporate Governance Practices.
The Company’s Board of Directors has set up a Strategic
Development Committee, an Audit Committee, a
Remuneration Committee and a Nominations Committee.
All special committees report to the Board of Directors,
and committees’ members consist of the Directors of the
Board. Independent Directors are the majorities in the
Audit Committee, the Nominations Committee and the
Remuneration Committee; the chairpersons in these
committees are also independent Directors. The duties of
these special committees are precisely outlined in writing
by the Company.

During the year 2006, the Company fully complied with
the Rules Governing the Listing of Securities on the Stock
Exchange of Hong Kong Limited Appendix XIV: Code on
Corporate Governance Practices.
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SHAREHOLDERS AND SHAREHOLDERS’ GENERAL
MEETING

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

The Company protects shareholder’s interests, treats all
shareholders equally, and initiates participation of
shareholders in corporate governance and management.
Shareholders as the owner of the Company enjoy rights
as laws and regulations provided and shoulder
commensurate obligations. The shareholders enjoy rights
to information and rights to decision-making for the
Company's important matters. The General Meeting of
Shareholders is the organ of authority of the Company,
and it exercises its functions and power according to laws.
In approving connected transactions, the shareholder with
common interests should give up to vote at the General
Meeting.

In 2006, the Company had an Annual General Meeting
and an Extraordinary General Meeting.

BOARD OF DIRECTORS
1. Composition

The Company’'s Board of Directors is composed of
eleven Directors, five of which are independent
Directors. The current Board of Directors is the fifth
Board of Directors of the Company. The Directors
each has a term of three years calculated from 29th
September, 2006; their term of office expires on
29th September, 2009. To ensure a more scientific,
standardized decision making process, this session
of Board of Directors increased the number of its
independent Directors from three of last session to
five; this session of Board of Directors also includes
members who are well-known professionals of
relevant professions.
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BOARD OF DIRECTORS (continued)

1.

Composition (continued)

Positions of the Chairperson of the Board of
Directors and the General Manager are held by
different individuals; their responsibility and duty
are distinct and separate. The Chairperson of the
Board of Directors presides over meetings of the
Board of Directors and reviews on the
implementation of resolutions passed by the Board
of Directors. The General Manager is responsible
for management and coordination of the operation
of the Company, implementation of the resolutions
passed by the Board of Directors and making
decisions on a daily basis.

Biographies of the members of the Board of
Directors are included in the Directors, Supervisors
and Senior Management section of this Annual
Report.

Independent Directors

This session of the Company’s Board of Directors
has five independent Directors. All the independent
Directors are familiar with the powers and
responsibilities of the Directors and independent
Directors of a listed company. During the reporting
period, all the independent Directors attended the
meetings of Directors with the attitude of prudent
and responsible; they fully utilized their experiences
and specialties, contributed greatly toward the
improvement and perfection of the corporate
governance mechanism and the important decision
making processes; they also provided pertinent,
objective advices in regard to important decisions
and connected transactions of the Company, further
standardized the decision making process of the
Board of Directors and making this process more
scientific, therefore protected the interests of the
company and the shareholders as a whole.

The Company has received annual confirmation from
each of the independent Directors about his/her
independence.
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BOARD OF DIRECTORS (continued)
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Name of Director

Mr.
Mr.
Mr.
Mr.
Mr.
Mr.
Mr.
Mr.
Ms.
Ms.
Mr.
Mr.
Mr.
Mr.
Mr.

Gong Jing-kun
Zhao Ke-fei

Qu Da-zhuang
Duan Hong-yi
Shang Zhong-fu
Wu Wei-zhang
Zhou Dao-jiong
Jia Cheng-bing
Li He-jun

Ding Xue-mei
Jiang Kui

Geng Lei

Li Gen-shen
Liang Wei-yan
Du Xing-you
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Meetings of the Board of Directors

During the year, six Board of Directors’ meetings
were hold to discuss the overall strategies,
investment plans, operation and financial
performance of the Company. The independent
Directors have no dissenting opinions regarding any
of the Company’s resolutions. Attendances of the
meetings are as follows:

EZmMEEEXRE
Attendance
Required (No.)

BEHE (R)
Attendance in
Person (No.)

HE =

Attendance
Ratio

83%
100%
100%
100%
100%

83%

83%

67%
100%

67 %
100%
100%
100%
100%

67 %
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The relevant information and current development
of the statutory, supervisory and other continuous
responsibilities of the Company’s Board of Directors
can be obtained by all Directors through the
Secretary of the Company in a timely fashion, so as
all Directors understand his/her duties, and the
procedures of the Board of Directors are properly
implemented and applicable laws and regulations
are correctly complied. The Directors and the Board
of Directors’ special committees have the right to
appoint independent professional organizations for
their service according to the requirement of their
duties; the reasonable costs incurred in those
occasions are born by the Company.
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BOARD OF DIRECTORS (continued)
3. Meetings of the Board of Directors (continued)

The Company has adopted the Model Code for
Securities Transactions by Directors of Listed
Companies set out in Appendix X of the Rules
Governing the Listing of Securities on the Stock
Exchange of Hong Kong Limited as a model code
for Directors of the company. Specific enquiries have
been made of all Directors, who have confirmed
their compliance with the Model Code for Securities
Transactions by Directors of Listed Companies during
the reporting period.

SPECIAL COMMITTEES UNDER BOARD

The Company has established four Special Committees,
namely the audit committee, the Remuneration committee,
the nominations committee and the strategy development
committee; their members consist of Directors.

AUDIT COMMITTEE

The Audit Committee of the fifth session of the Board of
Directors includes: Li He-jun, Ding Xue-mei, and Duan
Hong-yi. Two-third of the members of the Audit
Committee are independent Directors and independent
Director Li He-jun is the chairperson of the Committee,
as in accordance with the stipulation of the Listing Rule,
Article 3.21.

The major functions of the Audit Committee during the
past year include: review the Group’s annual and bi-annual
performance reports and Financial Reports; review the
Group's relevant accounting policies and accounting
practices; verify connected transactions on the ground of
fairness, justness and openness so as to protect the
interests of the minority shareholders; assist the Board of
Directors to make independent assessment on
effectiveness of the financial reporting procedures and
internal audit system of the Group; and make
recommendations regarding important matters of the
Company.

During the year, two meetings were held by the Audit
Committee.
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SUPERVISORY COMMITTEE

The Company’s Supervisory Committee consists of five
supervisors, of which two supervisors are representing
staff and workers and one is independent supervisor.

(A) The Supervisory Committee Meeting in the
period under review

The Supervisory Committee held three meetings in
the period under review, the main contents of which
are as follows:

1. The Second Meeting of the Fourth Term of
Supervisory Committee was held on 14th
April, 2006, the meeting proved the
Company’s report of Supervisory Committee
2005, Audited Financial Reports 2005 and
Annual Report 2005 and its summary.

2. The Third Meeting of the Fourth Term of
Supervisory Committee was held on 25th
August, 2006, the meeting proved related
proposals, including the Company’s Interim
Un-audited Financial Reports 2006 and Interim
Reports 2006.

3. On 29th September, 2006, the Company held
the First Supervisory Meeting and voted for
Mr. Lang en-qi as Chairman of the Supervisory
Committee.
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SUPERVISORY COMMITTEE (continued)

(B)

Independent Opinions of the Supervisory
Committee to the Related Matters of the
Company in the Year 2006

1. The Company’s Operating Validity

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

2. 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 (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
objectively presented the Company’s financial
situations and business results. The
Supervisory Committee approved the
Company’'s Financial Auditing Reports
submitted by accounting offices both at home
and abroad.
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SUPERVISORY COMMITTEE (continued)

(B)

(9)

Independent Opinions of the Supervisory
Committee to the Related Matters of the
Company in the Year 2006 (continued)

3. 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.

The Implementation of Supervisory Duties by
the Supervisory Committee

The Supervisory Committee supervised the Directors
and senior managers of the Company in accordance
with the related laws and the Articles of Association
of the Company, and deemed that the Directors
and senior managers of the Company carried out
their duties lawfully, without any act against the
related laws and regulations and the Articles of
Association of the Company or the interests of the
Company.




/ZX\ETE;D #&i </l\/\>

Corporate Governance Report — (continued)

EERRENEE

NETEMNREEREEMEEREEBR
EETIE A HRaERBERESS
WMER RAIBREIEREBEEEZER 2 F
ERRIETRANGEERERTE MAEE
BEAA AT EE B T REIE
BARNERE - ENRIEEEBEERET
e R MP BEERENFEEZER
& 'u/u/\%/ixuﬁﬁ/]&ﬁ% Fﬁ/,\&ﬁ
%ufﬁa g WRARNEGAEH RITERA
A'ﬂv;/ﬁ@] ﬁ&é%ﬁgi_ﬂjﬁﬁﬂ*%ﬁ@m
MERASR - AAARLEABISNEE -
BB R ZEVBRLBEBIEEREEZ.

ARABBERBRBEANIIEFEERED
BRER /?E%EE’J;(I JEWEH%IE%?Z

TTERT mEIESAREEK
/_'E_O

INFORMATION PUBLICATION AND SUPERVISION

The Company continuously improves information
publication management and enhances the investor
communication management; the board secretaries
department of the Company is responsible for the
information publication. The Company discloses
information on an open, fair, true, accurate, complete
and timely ground and strictly in accordance with the
related disclosure requirements of relative laws and
regulations, the Article of Association of the Company
and Listing Rules, and improves the Company's
transparency. In order to improve the communication with
investors, the Company issues its Interim Report and
Annual Reports timely, provides quality services to
investing visitors and participates in investor forums, and
illustrates to the investors the Company’'s latest
development and vision through telephone meetings and
performance presentations. The Company strengthens its
supervision on connected transactions, and all connected
transactions must be reviewed by independent Directors.

The Company will perform its duties, continuously enhance
its governance structure and improve its management
strictly in accordance with related laws and regulations
of securities supervisory organizations at home and
abroad.
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