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At 1st January, 2005

Gain on fair value changes
of available-for-sale
investments, recognised
directly in equity

Profit for the year

Shares issued

Share issue expense
Transfers

Dividends

At 31st December, 2005

Profit for the year
Acquisition of subsidiaries
Transfers

Dividends

At 31st December, 2006
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Attributable to equity holders of the parent
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Statutory
Statutory Statutory public Investment
Share Share  capital  surplus  welfare revaluation Retained Minority

capital premium  reserve  reserve fund  reserve  profits Total interests Total
ARETT ARETT ARBTT ARETR ARETT ARETR ARETT ARETT ARETT ARETR
Rmb’'000  Rmb’000  Rmb'000  Rmb’000  Rmb’'000  Rmb’000  Rmb'000  Rmb’000  Rmb’000  Rmb'000
1,189,151 788,155 709,850 113,877 121,712 - 155,205 3,077,950 540,546 3,618,496
- - - - - 16,101 - 16,101 5110 21,211

- - - - - - 464,990 464,990 94,396 559,386

85,300 312,310 - - - - - 397,610 - 397,610
- (11,376) - - - - - (11,376) - (11,376)

- - - 79,311 76,903 - (156,214) - - -
- - - - - - (60,647)  (60,647) - (60,647)
1,274,451 1,089,089 709,850 193,188 198,615 16,101 403,334 3,884,628 640,052 4,524,680
- - - - - 1,024,581 1,024,581 246,774 1,271,355

- - - - - - - - 61,005 61,105

- - - 300,451 (198,615) - (101,836) - - -
- - - - - - (17,742)  (77,742) - (17,782)
1,274,451 1,089,089 709,850 493,639 - 16,101 1,248,337 4,831,467 947,931 5779,398
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In accordance with the PRC Company Law, the profit after
taxation is applied in the following order:

(1) making up of losses;

(2) allocation to statutory surplus reserve;

(3) allocation to discretionary surplus reserve; and

(4) payment of dividends in respect of ordinary shares.

In accordance with the PRC Company Law and the
relevant Articles of Association, the Company and its
subsidiaries are required to appropriate amounts equal
to 10% and 5% to 10% respectively of their profit after
taxation as determined in accordance with the PRC
accounting standards to each of the statutory surplus
reserve and statutory public welfare fund respectively.

Statutory surplus reserve is part of shareholders’ equity
and when its balance reaches an amount equal to 50%
of the Company’s registered capital, further appropriation
needs not be made. According to the PRC Company Law,
statutory surplus reserve may be used to make up past
losses, to increase production and business operations or
to increase capital by means of conversion. However when
funds from statutory surplus reserve are converted to
capital, the funds remaining in such reserve shall amount
to not less than 25% of the registered capital.

In accordance with “Cai Qi [2006] No. 67, Notice of
accounting treatment as a result of the implementation
of the PRC Company Law”, the balance of statutory public
welfare fund at 31st December, 2005 is transferred to
the statutory surplus reserve. Further, effective from 1st
January, 2006, appropriation of the profit as reported
under the People’s Republic of China (“PRC") to the
statutory public welfare fund is no longer required.
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The statutory capital reserve represents the surplus arising
from the difference between the fair value of the net
assets of the principal business undertakings transferred
from Harbin Power Plant Equipment Group Corporation
("HPEGC") to the Group and the nominal value of the
State shares issued to HPEGC by the Company when the
Company was formed.

The amount of appropriation in respect of items (3) and
(4) above for any year shall be recommended by the
directors in accordance with the operational conditions
and development requirements of the Company and its
subsidiaries and shall be submitted to the shareholders in
general meeting for approval.

No dividends shall be paid by the Company and its
subsidiaries before they have made up their losses and
made allocations to the statutory surplus reserve and the
statutory public welfare fund.

Pursuant to a document issued by the Ministry of Finance
in August 1995 in respect of profit appropriations, the
amount available for distribution to shareholders is the
lesser of the amount determined in accordance with the
PRC accounting standards and the amount determined in
accordance with accounting principles generally accepted
in Hong Kong. At 31st December, 2006, the amount
available for distribution to shareholders was
Rmb85,032,000 (2005: Rmb77,942,000) representing the
retained profits of the Company prepared under
accounting principles generally accepted in Hong Kong.
As also mentioned above, the balance of statutory surplus
reserve can also be distributed to shareholders in certain
situations.

(continued)
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