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Harbin Electric Company Limited (the “Company”) was formed through
the restructuring of Harbin Electric Corporation (formerly known as
Harbin Power Plant Equipment Group Corporation), which is the oldest
large-scale power plant equipment manufacturer in the People’s
Republic of China (the “PRC") and its three affiliates: Harbin Electrical
Machinery Works, Harbin Boiler Works and Harbin Turbine Works (the
“three major power factories”). These three major power factories
were founded in the 1950s. The Company was established in Harbin,
PRC on 6 October, 1994. The shares of the Company were listed on
the Stock Exchange of Hong Kong Limited (the “HKSE") on 16
December, 1994.

As at 31 December, 2012, the total share capital of the Company
comprised of 1,376,806,000 shares, of which 675,571,000 shares were
H shares traded on the HKSE.

The Company and its subsidiaries (the “Group”) are the largest
manufacturer of power plant equipment in the PRC. The Group's
principal activities include:

ol Thermallpowerlmainlequipments:[boilers,Isteamiturbinesland!
steam turbine generators with single unit capacity up to
1,000MW, the largest manufacturing base in the PRC for clean
coal combustion equipment, CFB, PFBC, etc, accounting for 30%
market share in the PRC;

ol Hydrolpowerlmainlequipments:lhydrol powerlgeneratorsiunitsl
with single unit capacity up to 800MW class, accounting for more
than 50% market share in the PRC;

Ll Nuclearlpowerimainlequipments:Inuclearlislandlandiconventionall
island equipments for nuclear power plants with single unit
capacity up to 1,000MW class;

ol Completelsetlofisteamipowerlequipment:I9F]classlandI9EIclassl
gas turbine and combined gas and steam cycle set;

el Cleanlenergy:IR&Dlandlproductionioflproductsisuchlasiwindl
power, solar energy, hydro power and desalination;
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el Otherlproducts:lancillarylequipmentIforipowerlstations,lindustriall
boilers, industrial steam turbines, control devices, AC/DC motors,
valves for power stations, pressure vessels and axial compressor,
etc;

el Turn-keylconstructionloflpowerlstationlprojects;

I Contractlsupplyloficompletelsetsloflithermalland’hydrolpower!
equipment;

I Importlandlexportioflequipmentiforipowerlstations;

Ll Afterlsalesiservicelforlpowerlstationlequipmentiproducts;

Ll R&Dloflengineeringltechnologyforiturnkeylpowerlequipment;

I R&Dloflpowerlequipmentlandlitsiancillarylproducts;

] Technologyltransfer,itechnicaliconsultationlandservices;

el Environmentallprotectionlengineeringlservices,lsuchlasl
desulfation and denitrification.

The Group possesses a pool of top talents in scientific research,
technology and management, as well as a comprehensive range of
advanced production and research facilities. Its capabilities in research
and development, production and manufacturing and power station
construction are among the best in the power plant equipment
manufacturing industry in the PRC.

The Group is located in Harbin, the PRC, which is known as the “City
of the Power”.
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Financial Highlights
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Financial Highlights (continued)

Summary of Results, Assets and Liabilities of the Past Five Years
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Financial Highlights (continued)
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0020120 120310000
Year ended 31 December, 2012

0020110120 3100003
Year ended 31 December, 2011

O00oooooooooooo oood oooooo ooo oooooo
Turnover and contribution to operating Contribution to Contribution to
profit by major product categories Turnover  operating profit Turnover operating profit

ooooo ooooo ooooo ooooo

RMB’000 RMB’000 RMB'000 RMB’000
oooooo 15,492,620 3,452,702 17,295,041 3,842,950
Main thermal power equipment
oooooo 3,800,862 1,263,199 3,162,786 958,992
Main hydro power equipment
oooooo 3,354,372 314,651 5,104,920 278,315
Engineering services for power stations
ooooooooo 992,595 232,444 719,100 286,505
Ancillary equipment for power stations
oodDoooooooooao 2,354,737 317,743 2,205,935 343,872
AC/DC motors and other products
and services

25,995,186 5,580,739 28,487,782 5,710,634
oooood 237,705 330,779
Profit from other activities
O0ooooooooo (4,072,311) (4,401,453)
Expenses not allocated to major products
ooooo 1,746,133 1,639,960

Profit before taxation
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Statement (continued)

During the reporting period, the Group deepened its structural
adjustment with a view to speeding up its transformation and
upgrading, which did achieve significant improvements. Firstly, the
Group accumulated strength to prepare for arising opportunities, and
achieved breakthrough on key process in the locally-made steam
generators, added to its product mix the passive residual heat removal
exchanger, a new nuclear island product, and at the same time
completed the manufacturing of the voltage regulator, our first second-
generation of modified nuclear products. We have completed and
delivered the main and auxiliary equipment of the conventional island,
and built the small-flow and maximum-flow nuclear main pump testing
station which is now in operation. We have successfully developed the
second generation of modified nuclear main pump generator. Also, we
have established the Beijing Nuclear Equipment Design House ([ 00 O
000 0O 0O 0O) to set foot in the nuclear island designing business.
Secondly, we have added to our fuel gas businesses, and assembled
our first fuel gas compressor unit, thus established our preliminary
productivity. Thirdly, the wind power segment has signed a turn-key
contract and filled the performance gap of the segment. Fourthly, the
photovoltaic power generation segment achieved breakthrough by
finalizing the thermal power equipment supply contract. Finally, the
tidal power segment sustained a steady growth and signed the tidal
power equipment supply contract. Meanwhile, pressure of downscaling
and optimizing product structure of the Group remains.

During the year, the Group endeavored to innovate its technologies and
upgrade its products, and was granted 190 patent authorizations and
17 science and technology awards at national, provincial and ministerial
levels.

During the reporting period, the Group placed high importance on
investors’ relation management. We kept close communication with
our investors, and was awarded the “Best Listed Company for
Investors’ Relation Management (OO 0O OOOOOOOOO)".




Chairman’s

00201300 00000000000 00o
obooo0oO0ooO0OOoO0OOooOOoOoooOooooad
obooooooobOooOoooOooooood
ooo0ooooooOOooOOoDOOobOoOoDbDonDgd
ooooooOoOoooocOoOoOooOoOooOoOoOma
ooobooboooOooobOooOoOooooooOo
0oo0DoooooDOoDOO0obOOoOoDOOoDOoo0OO
oooooooOooOooOooOoOooOoOooooo
ooooooooooooooooobooooo
O0o0oOO0o0oO0oooooooo

ooooooooOoocoOooOooOoOoOoOoo
oo0oO0ooO0oCocOoOooOoooooDOooOooo
oooooooa

oono
ooo

oobOe-0o000O0O0O0O0O0O0O0OO0O0O

01

00 Oooo
Statement (continued)

Looking forward in 2013, the global economy will remain complex with
numerous variables, and slowdown in growth of the world economy
will persist. China will be further characterized by the conflicting
phenomenon of downward pressure on economic growth and
overcapacity, and the power-generating equipment market is facing
both risks and opportunities, which makes further development more
difficult. Braving all difficulties and challenges, the Group will
unswervingly explore new markets, implement structural adjustment,
effect innovation, deepen corporate reforms, improve management
and strive for sustainable development, strictly under the general
principle of “Making Progress while Ensuring Stability” set by our
government, to reward our shareholders with utmost efforts and

performance.

Last but not least, | would like to express my gratitude to our
shareholders for their understanding and trust, to my colleagues on the
Board of Directors and Board of Supervisors for their support and
contribution, and to all of our staff members for their efforts and
dedication.

Chairman
Gong Jing-kun

Harbin, the PRC, 23 March 2013
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This section must be read in conjunction with the financial statements
and notes to the financial statements as set out elsewhere in this
annual report.

MACRO ECONOMY AND INDUSTRY
DEVELOPMENT

In 2012, the global economy remained sluggish as in 2011. Developed
countries endured a feeble recovery and a slowdown in growth rate,
while emerging economies faced an overall downturn in growth, and
the international trade expansion was in a notable downtrend. The PRC
intensified and enhanced its macro control measures, resulting in a
steady development in its social economy with a GDP growth rate of
7.8%.

Under the influence of the global economic trend, the international
power market saw increasing uncertainty. China’s power consumption
sustained steady growth, power consumption across China grew at
5.5% over the previous year, and newly installed capacity of the power
generating units reached 80,200MW. As at the end of 2012, power
generating units nationwide has a capacity of 1,144,910MW.

NEW CONTRACTS

In 2012, confronted by the complicated global economic development
and highly competitive environment, Harbin Electric Company Limited
and its subsidiaries (hereinafter as the “Group”) devised its strategies
with assertiveness, and focused on promoting satisfactory of its clients
and endeavored to develop new markets, realizing RMB52.495 billion
worth of new contracts, of which RMB21.185 billion (or 40.36% of
total contract value) for thermal power equipment, RMB2.884 billion (or
5.49% of total contract value) for hydropower equipment, RMB2.895
billion (or 5.51% of total contract value) for nuclear power equipment,
RMB5.549 billion (or 10.57% of total contract value) for hybrid
equipment, RMB0.889 billion (or 1.69% of total contract value) for wind
power equipment, RMB12.948 billion (net of duplication) (or 24.66% of
total contract value) for power engineering, and RMB6.145 billion (or
11.72% of total contract value) for other products.

The thermal power equipment segment has achieved the millionth
project breakthrough, and the Group signed a new contract for
supplying 3 major units of 1,000MW ultra supercritical boilers for the
Leizhou project, a new contract to supply the 1,000MW unit and power
supply for the Luoyuan Bay project, as well as the new contract to
supply the 1,000MW boiler for the Laiwu project, the first project in
China to implement both the double-reheating technology and the
tower boiler technology.
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PRODUCTION AND SERVICES

The total output of the Group’s power equipment for 2012 reached
23,866.60MW, representing an increase of 6.87% over the previous
year, among which the capacity of water turbine generators amounted
to 7,188.30MW, increased by 2.18% over the previous year; the
capacity of steam turbine generators amounted to 14,719MW,
decreased by 3.78% from the previous year; the nuclear generator
segment realized a breakthrough in its productivity, the capacity of
which amounted to 1,926MW; and the capacity of wind power
generator amounted to 33.30MW, which has begun to take shape in
terms of production scales.

Facing negative factors such as tightened funding of clients and
increasing hold-ups and delays of projects, the Group has taken
practical situation into account before implementing effective measures
in response, such as conferring closely with its users, as well as
enhancing the forewarning system and systematic scheduling of
projects, with the view to attain better control over key links in
productions and to reinforce coordination and assessment measures,
so as to complete all production tasks during the year, and essentially
satisfy demands of our clients.

R&D AND TECHNOLOGY INTRODUCTION

In 2012, the Group was granted 190 patent authorizations, and
completed]3591R&DIprojects,lasiwelllaslireceivedll7laccolades!froml
various disciplines awarded, among whichthed O OO OO OOO0OO

000000000 Owon the second prize of National Science and
Technology Progress Award.

The National High Technology Research and Development Program
gy I 000000000l 0NDN0O0N0OOUlndOOOOOO
OO00D0C0CO0D0QOOO Onhas passed inspection, while the National
Key Technology Research and Development Progrant] 1000MW O [0 [
0O O O O O DOhas been approved by the Ministry of Science and
Technology.

The Group has achieved stage result in several technology research
and development aspects, such as nuclear compressors, waste heat
boilers, fuel gas compressor units and photovoltaic power generators.
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REFORM AND MANAGEMENT

The Group has implemented the management enhancing scheme
through self-evaluation, and has identified five short planks and
bottlenecks problems. The Group formulated rectifying plans
accordingly, and introduced concrete rectifying actions to execute such
detailed improving measures orderly.

Through tightening control over use of funding and lowering costs and
expenses, the Group achieved profit growth over the previously year
despite unfavorable factors such as drop in sales income.

In order to increase the capacity of our nuclear assemble supply
business, the Group has established the Beijing Nuclear Equipment
Design House (0 0 000 OO O O). All processes are on track, and
data-mining and know-how transfer procedures are underway.

Also, the Group had completed the preparation work for the issuance
of corporate bonds in a principal amount of RMB4 billion in order to
boost development of the Company as well as to alleviate funding
pressure.

PROFIT

In 2012, net profit attributable to the shareholders of the Company was
RMB1,408.26 million, an increase of 14.62% over the previous year;
earnings per share were RMB1.02, an increase of RMBO0.13 over the
previous year; net asset as at the end of the period attributable to the
shareholders of the Company were RMB11,853.92 million, an increase
of RMB1,252.30 million compared to the beginning of the year; net
asset per share was RMB8.61, an increase of RMB0.91 compared to
the beginning of the year.

During the period, the increase of Group profit was mainly attributable
to increased gross profit margin.

DIVIDEND

A dividend of RMBO0.10 per share (appropriate tax included) for 2012
was proposed by the board of directors.
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TURNOVER

In 2012, the Group recorded a turnover of principal business activities
of RMB25,995.19 million, a decrease of 8.75% over the previous year.
In particular, turnover of the thermal power main equipment business
was RMB15,492.62 million, a decrease of 10.42% over the previous
year, representing 59.60% of the turnover of the principal business
activities. Turnover from hydropower main equipment was
RMB3,800.86 million, an increase of 20.17% over the previous year,
representing 14.62% of the turnover of the principal business activities.
Turnover of power plant engineering services was RMB3,354.37
million, a decrease of 34.29% over the previous year, representing
12.90% of the turnover from the principal business activities. Turnover
of ancillary equipment for power stations was RMB992.60 million, an
increase of 38.03% over the previous year, representing 3.82% of the
turnover from the principal business activities. Turnover of AC/DC
motors and other products and services was RMB2,354.74 million, an
increase of 6.75% over the previous year, representing 9.06% of the
turnover of the principal business activities.

In 2012, the Group recorded a turnover of export of RMB4,010.49
million, representing a decrease of RMB1,964.82 million over the
previous year and accounted for 15.43% of the turnover of the principal
business activities. The export was mainly to such regions as Asia and
South America.

COST

In 2012, the cost of the principal business activities of the Group was
RMB20,414.45 million, a decrease of 10.37% over the previous year.
The decrease was mainly due to the Group’s effort in cost control paid
off.

GROSS PROFIT AND GROSS PROFIT MARGIN

In 2012, the gross profit from the principal business activities of the
Group was RMB5,580.74 million, a decrease of 2.27% over the
previous year. The gross profit margin was 21.47%, an increase of 1.42
percentage points over the previous year. Among them the gross profit
from thermal power main equipment was RMB3,452.70 million, a
decrease of RMB390.25 million over the previous year. The gross profit
margin for thermal power main equipment was 22.29%, an increase of
0.07 percentage points over the previous year. The gross profit from
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hydropower main equipment was RMB1,263.20 million, an increase of
RMB304.21 million over the previous year. The gross profit margin for
hydropower main equipment was 33.23%, an increase of 2.91
percentage points over the previous year. The gross profit from power
plant engineering services was RMB314.65 million, an increase of
RMB36.33 million over the previous year. The gross profit margin for
power plant engineering services was 9.38%, an increase of 3.93
percentage points over the previous year. The gross profit from
ancillary equipment for power stations was RMB232.44 million, a
decrease of RMB54.06 million over the previous year. The gross profit
margin for ancillary equipment for power stations was 23.42%, an
increase of 16.42 percentage points over the previous year. The gross
profit from the AC/DC motors and other products and services was
RMB317.75 million, a decrease of RMB26.12 million over the previous
year. The gross profit margin for the AC/DC motors and other products
and services was 13.49%, a decrease of 2.1 percentage points over
the previous year.

EXPENSES DURING THE PERIOD

The Group's expenses for operation activities during 2012 amounted to
RMB632.37 million, an increase of RMB74.33 million or 13.32% over
the previous year.

Expenses for administration activities during 2012 amounted to
RMB3,320.87 million, an increase of RMB280.69 million or 9.23% over

the previous year.

The increase in expenses during the period was mainly due to the
increase in transportation costs, travel allowances, depreciation
chargeslandIR&Dlexpenses.

INTEREST EXPENSE

In 2012, the Group has incurred financial charges of RMB56.77 million,
a decrease of RMB15.78 million over the previous year.
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FUNDING AND BORROWINGS

The Group has three major funding sources for operation and
development, namely shareholder’'s funds, trade receivables from
customers and bank borrowings. The Group arranges borrowings for
each specific project. Except for some special situations, loans will be
raised individually by the Group’s subsidiaries. However, prior approval
from the parent company is required in respect of borrowings raised
for capital investments. As the number of orders and advance receipts
increased significantly during the past two years, the Group had
abundant working capital and has thus repaid substantially all of the
loans for working capital. As at 31 December 2012, the total sum of
the Group's borrowings was RMB2,132.91 million (31 December 2011:
RMB1,895.86 million). The Group’s bank borrowings are loans from
various commercial banks and the State's policy banks with interest
rates stipulated by the state. Among the Group's borrowings, the
amount due within one year was RMB1,151.60 million, an increase of
RMB569.98 million compared to the beginning of the year. The amount
of the Group's borrowings due after one year was RMB981.31 million,
a decrease of RMB332.93 million compared to the beginning of the
year.

DEPOSITS AND CASH FLOW

As at 31 December 2012, bank deposits and cash of the Group
amounted to RMB8,647.83 million, an increase of RMB128.55 million
compared to the beginning of the year. During the period, net cash
inflow from operating activities of the Group amounted to RMB475.53
million. Net cash outflow from investment activities amounted to
RMB1,288.93 million and net cash inflow from financing activities was
RMB701.63 million.

ASSET STRUCTURE AND ITS MOVEMENTS

As at 31 December 2012, total assets of the Group amounted to
RMB54,632.41 million, an increase of RMB4,236.36 million (or 8.41%)
compared to the beginning of the year, among which current assets
were RMB46,331.06 million, representing 84.81% of the total assets,
and non-current assets were RMB8,301.35 million, representing
15.19% of the total assets.
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LIABILITIES

As at 31 December 2012, the Group's total liabilities amounted to
RMB40,968.21 million, an increase of RMB3,095.39 million compared
to the beginning of the year, among which total current liabilities were
RMB33,837.84 million, representing 82.60% of the total liabilities, and
total non-current liabilities were RMB7,130.37 million, representing
17.40% of the total liabilities. As at 31 December 2012, the gearing
ratio of the Group was 74.99%.

SHAREHOLDERS' EQUITY

As at 31 December 2012, the total equity attributable to the
shareholders of the Company amounted to RMB11,853.92 million, an
increase of RMB1,252.30 million compared to the beginning of the
year; the net asset per share was RMB8.61. During the period, the net
asset return rate of the Group was 12.54%.

GEARING RATIO

As at 31 December 2012, gearing ratio of the Group (non-current
liabilities over total shareholders’ equity) was 0.60:1 as compared to
that of 0.83:1 at the beginning of the year.

CONTINGENT LIABILITIES AND PLEDGE OF
ASSET

As at 31 December 2012, the Group pledged its assets in the amount
of RMB362.36 million to secure loans for liquidity.

CAPITAL EXPENDITURES AND MAJOR
INVESTMENTS

In 2012, the Group has a total capital expenditure of RMB1,106 million
invested in infrastructure constructions and technological upgrades.
The particulars of the investments and construction projects are as
follows:

Nuclear reactor-cooling agent pump units manufacturing technology
upgrade, high-capacity offshore wind turbine base construction, as well
as the 3 technological upgrade projects for coal chemicals, IGCC and
large-scale chemical engineering equipment have been completed.
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In regard to Phase | of the scientific research base, the framework
construction up to 20th floor of the main building and the framework
construction for the auxiliary building have been completed.

The civil engineering construction of our combustion trial center has
been completed, which completed the enclosed heating system of our
factory.

Projects including the nuclear power nuclear island main equipment
manufacturing automation, the construction work for nuclear power
ancillary equipment manufacturing automation, and heavy gas turbine
keylcompartmentimainlR&DIlaboratorylhavelbeenlcarriedloutlas!
scheduled.

In 2013, the Group intends to commit an investment of RMB1,073
million, which will be mainly used for Phase | of the scientific research
base,lthelheavylgasiturbinelkeylcompartmentimain’R&DIlaboratoryland!
the Southwest hydropower equipment manufacturing base.

As at 31 December 2012, the shareholdings by the Company were as

follows:

200 million A shares of Datang International Power Generation Co.,
Ltd.;

160 million A shares of GD Power Development Co., Ltd.;

50 million A shares of Inner Mongolia MengDian HuaNeng Thermal
Power Corporation Limited.

EXPOSURE TO FLUCTUATIONS IN EXCHANGE
RATES AND RELATED HEDGES

The Group has certain amount of deposits that are denominated in
foreign currencies. As at 31 December 2012, the amount of the
Group's deposits in foreign currencies was equivalent to RMB1,140.81
million. The export business and foreign currencies settled businesses
expose the Group to exchange risk.

USE OF FUND-RAISING PROCEEDS

The Group has fully utilized its fund-raising proceeds and no other
usage of fund-raising proceeds was recorded in 2012.
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STAFF AND REMUNERATION

As at 31 December 2012, the Group had a workforce of 22,065
employees and the total remuneration amounted to RMB1,649 million.
The Group recruit its staff members through multiple channels to
attract professionals for our development, while performing in-depth
appraisal for the entire staff and provide further training, so as to
continuously improving the performances of our staff.

PROSPECT

In 2013, underlying impact of the international financial crisis persist,
creating uncertainty and insecurity in the global economic recovery.
The PRC is under a conflicting downward pressure on economic
growth and relative productivity surplus, bringing the GDP growth rate
forecast to 7.5%. The power equipment market is challenged by both
risks and opportunities, which makes further development more
difficult. It is expected that the production volume and results will be
substantially decreased due to the delay and cancellation of orders. In
coping with unfavorable conditions such as corporate downsizing, the
Group targets to halt the downtrend and maintain its scale while on the
lookout for expanding opportunities. The Group endeavors to explore
new markets, adjust group structure, encourage innovations, carry out
corporate reforms, and enhance business management, and is
committed in bringing maximum returns to our investors.

The Group will focus on accomplishing the following tasks in 2013:

1. Develop markets and explore potentials to encourage
sustainable development

The Group will strengthen and maintain its shares in the existing
markets, while actively develop the international market and
expedite market development for our new projects, to cultivate
our modernized service and manufacturing business as the new

source of economic growth.

Leveraging on our projects at hand, we will direct our efforts to
the development of new products, such as seawater
desalination, photovoltaic power generation, fuel gas compressor
units, and tidal power generation, and speed up the structural
adjustment and business upgrades of the Group.
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The Group will step up in developing the equipment assemble
supply market, and refine its marketing and management models
for the equipment assemble supply business.

We will actively implement our group development strategies
under the principle of “assemble supply leading the main
equipment segment, which in turn drives the ancillary
equipments segment”, and strive for economies of scales and
synergies in development.

The Group will make use of its current capacity and resources, to
capitalize on its internal productivity in order to minimize sub-
contracting and outsourcing.

Optimize organization and encourage innovations to build
up competitive edges

In keeping with the national industrial policies and energy
development strategies, the Group will focus on major projects
in developing new industries and research and development
therein, and put its competitive technology resources to form
committees in tackling key science and technology frontiers.

We will foster and regulate the operation of our Nuclear Design
House, and put our effort in managing and cultivating the nuclear
culture,lwithithelviewltolsupportitheltechnologylR&DIand!
nuclear power quality data-mining procedures, so as to
strengthen our nuclear island equipment assemble supply
business.

In response to the energy-saving and waste-reduction
requirements of the government and to prompt breakthroughs,
the Group strives to achieve higher standards of product
functions, to spur favorable outcomes which will drive our
environmental-friendly businesses such as desulfation and
denitration.

The Group will further its intellectual properties management,
and will seek out patent registrations, so as to solidify and apply
our technologies achievements.




OO0000000Oooo

Management Discussion and Analysis (continued)

00000000000000000

(Unless otherwise stated, all amounts are denominated in Renminbi)

00 ODooOobOobOooooobooOo

ooooooooooooooooooo
gooooOoooooooooooooo
gooooooooooooboooooao
ooooooooooooooooon

ooooo

ooooooooooooooooon
ooo0oO0oooooOOoOooocooOoOoo
oooooooooooooooocoono

ooooooooood

odo00ooocOoooooOoooooo
oooOo0ooOooooOOoOoooooOOoon
oooooooooooooooooon
ooo0O0oO0ooocooOoooooooao
oooooooooooooocoobooo

oooo0ooooooooooooooo
oooooOoooooooooocoooo
goooOoOooooooooocoooon

O000oO0ooDoOooooooooooOoo
ooo00ooooOoOooooOOooocoOoo
ooooOoOO0o0Ooooooooooon
goo0Oo0oooooOoOooooooao

oooooooooo

oobOe-0000000COO0OOO0O0O

Solidify foundation and enhance management to further
development

In terms of enhancing management, the Group will encourage
intensive and delicate management, to guarantee significant
improvement in basic management skills as well as internal
control abilities, and to modernize and innovate our management

system to boost integrated performance of the Group.

In terms of project management, the Group will secure the
basics of manufacturing technologies, balance internal and
external resources, and intensify management over manufacture
planning. The Group will also promote communication and
coordination with the users, as well as regulating project risks, in
order to meet our annual manufacturing target.

As to the quality of our economic operations, the Group will
implement overall budget management and tighten control over
off-budget expenses. We will heighten our funding consolidation
and allocation to make good use of proceeds from debt issuance,
S0 as to increase funds utilization efficiency. Also, the Group will
set up routines to tighten control over costs and expenses
through cost-minimization and performance enhancing measures.

In regard to quality control, we will perfect our quality control
system by closely assess the quality of our products, and to
launch key projects in quality improvement, as well as
strengthening our cost-quality analyzing effort to better our
quality monitoring and assessment work.

In relation to our team-building, we will consider our needs in
long-term development in order to design human resources
plans. The Group will focus on availing ourselves of our leaders,
and prudently recruit and engage skilled personnel, as well as
establishing staff training scheme to foster team-building, and
will employ staff assessment procedures to promote excellency.

Harbin, the PRC, 23 March, 2013
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DIRECTORS

Non-executive Directors

Mr. Gong Jing-kun, born in July 1958, a senior engineer with a
doctor’s degree, now chairman of the Company and HE. Mr. Gong was
graduated from Shenyang Institute of Machinery and Electronics in
1982. Later on, he obtained a doctor degree from Harbin Institute of
Technology. Mr. Gong joined HE in 1982. He has been deputy director
of production division, deputy manager of production department,
manager of hydropower workshop in the former Harbin Electric
Machinery Works of the Group, and general manager assistant and
deputy general manager of the Electric Machinery Company of the
Group. Mr. Gong was appointed as chairman of Archeng Relay Group
Company and Archeng Relay Company Limited in 1999. In August
2000, he was appointed as deputy chairman and general manager of
HE and in September 2000, Mr. Gong was appointed as deputy
chairman of the Company. In May 2006, he was appointed as chairman
of HE and on September of the same year, chairman of the Company.

Mr. Zou Lei, born in June 1966, a senior economist with a doctor’s
degree, a director of the Company and director and general manager of
HE. Mr. Zou was graduated from Jiamusi Technical College in July
1988, and was conferred a bachelor’s degree in mechanical design and
manufacture. Then he obtained a doctorate degree from Harbin
Institute of Technology. Mr. Zou joined HE in August 1988 and was the
dispatcher, Party office secretary, league deputy secretary, secretary in
dispatching room of production division in the former Harbin Boiler
Works, Party branch secretary of pipe first branch factory, factory
director of heavy vessel workshop, factory director of Pingshan branch
factory, production director, deputy general manager, chairman, general
manager and Party committee deputy secretary of Harbin Boiler
Company Limited. Since December 2008, Mr. Zou was elected as
standing committee member of the Party Committee, director and
general manager. He has been a director of the Company since
February 2009.
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Mr. Duan Hong-yi, born in February 1963, is a senior economist with
an MBA degree. He now serves as a general manager of Nam Kwong
(Group) Company Limited. Majoring in mechanical engineering, Mr.
Duan was graduated from Harbin Electrical Machinery College in 1982
and joined HE in the same year. Mr. Duan has been a comprehensive
planner and deputy manager of the planning department of the former
Boiler Works of the Group. In 1994, he participated in the reorganization
of HE to be a shareholding enterprise and the issuance and listing of
the Company's shares. Since 1995, he has been a vice director and the
director of the planning and accounting department and a deputy chief
accountant of the Company, a supervisor and a deputy general
manager of the Turbine Company of the Group, and a vice chairman of
HarbinlPowerlTechnology &ITradellnc.loflthelGroup.IHelwaslappointed
as a deputy general manager of HE since August 2000, and a general
manager of Nam Kwong (Group) Company Limited since April 2012. He
was also appointed as a director of the Company in September 2000
and resigned in January 2013.

Mr. Zhang Ying-jian, born in November 1964, a master's degree
holder and senior engineer, is currently the deputy general manager of
HE and a director of Jiamusi Electric Machine Company Limited. Mr.
Zhang was graduated from the Department of Thermal Engineering at
Tsinghua University with a bachelor’'s degree in gas turbines in July
1988 and subsequently obtained a master's degree from Harbin
Institute of Technology. He joined HE in 1991. Mr. Zhang was formerly
a project engineer, project manager, business representative, deputy
controller of Harbin Power Station Equipment Import and Export
Company, deputy chief engineer, deputy manager of financial planning
division and deputy general manager of Harbin Power Engineering
Company Limited. He became the deputy general manager of HE since
September 2007 and has been a director of the Company since January
2013.
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Mr. Song Shi-qi, born in December 1958, a senior engineer, is
currently the deputy general manager of HE. Mr. Song was graduated
from Harbin Electrical Machinery Plant Technical School in 1980 and
subsequently attained post-graduate qualification in economic
management from Heilongjiang Provincial Committee Party School. He
joined HE in 1980. Mr. Song was formerly a youth league committee
member, deputy secretary, secretary of Harbin Electrical Machinery
Works and a secretary of the party sub-division at the specialized
equipment factory, a party standing committee member of both Harbin
Power Plant Equipment Group Corporation and the Company, the head
of the Company’s Organization Department, as well as an assistant to
the general manager of the Company. He has been the deputy party
secretary and a disciplinary secretary, director, deputy managing
director, party secretary and deputy chairman of the machinery division
of the Group since 1998. He became the deputy general manager of
HE since August 2009 and has been a director of the Company since
January 2013.

Executive Directors

Mr. Wu Wei-zhang, born in July 1962, is a senior engineer at
researcher level with a doctor's degree. He now serves as an executive
director and the general manager of the Company. Majoring in
Hydraulics and River Dynamics, Mr. Wu was graduated from Tsinghua
University with a master’s degree in 1988 and joined HE in the same
year. Mr. Wu has been a deputy director and deputy head of the
turbine department of Electrical Machinery Institute, a deputy manager
of hydropower workshop, a deputy chief engineer and a deputy
manager of the product design department of the Electrical Machinery
Company of the Group. Mr. Wu was appointed as the deputy general
manager of the Electrical Machinery Company of the Group in 1999
and then the chairman and general manager in October 2000
respectively. Mr. Wu obtained a doctorate degree at Tsinghua
University in 2002. He also holds various social posts, including the
director general of the large electrical equipment branch of China
Electrical Equipment Industrial Association, a directorate member of
the water turbine special committee of China Power Project (0 O O O
O [O), a directorate member and secretary general of China Water
Turbine Standardized Technology Committee (0O 0 OO OO0 O O
0 O [O) as well as an adjunct professor of Harbin Institute of
Technology and Huazhong University of Science and Technology. He
was appointed as an executive director of the Company since
September 2000 and has been serving as the general manager of the
Company since February 2010.




O0000000000Oooo
Directors, Supervisors and Senior Management (continued)

oooO0oooocOooOobOOoOooOoooOooo
oboooooO0oCcOoOOoOooOOoOOooOOooo
obobOoooooOoOoOoooOOooOoobOOoonoad
ooOooOoDOoDbDOooOoOOoDOOo0OOoDOO0ooO0OO
ooooooooooooooOoOoOoOooad
ooboooooooooooocOooooood
oboo0oooocOoocOooOooOoooOooOoooa
obooboooocOoocOooOooooooooog
ooobooboobOooooOooocobooooo
ooooooooooooon

oooao

ooDooOoooOO0ooOOooOO0oOoOooocooooo
ooo00o0ooO0OoO0OoO0OOoooooooaod
oboo0ooO0oooOoo0ooooooooOoood
oooooooooCcOoOoOoOoOoOoOoOoOoO
oooooooooooOOoOOOoOoOCocOoOOoOoa
oooOoooooooooooOooooooa
oooo0ooOoOooOOooOooOooODOoOooo
oOooooooooooooOooooobooonoo
000000ooooooomooood
obooo0oooO0ooOoooooooooood
Moodo0D@mOooooooooocooooo
ooooOooOobOOoOoobOOoOoooooooo
ooooocooOooOooOooocooOooOooo
oboo0oooOoooooooooooood
oo0oo00oo0ooOoOooOoooOOooOooOOoonOO
oooboobooboooooooooooooo
oodoooooooooboooocooooo
oboo0ooooOooOooOooOooOooOoOoOoooad
obooo0ooocOocOoocOoocOoooooooo
ooooooooooooooo

Mr. Shang Zhong-fu, born in March 1961, is a senior engineer at
researcher level with an MBA degree. He now serves as an executive
director and deputy general manager of the Company. Majoring in
steam turbine, Mr. Shang was graduated from Harbin Institute of
Technology in 1982 and joined HE in the same year. He has been an
assistant section head and deputy head of the Design Research
Institute, deputy chief economist and deputy chief engineer of the
former Turbine Works of the Group. He was appointed as a deputy
general manager of the Turbine Company of the Group in October 1998
and then the chairman and general manager in November 1999
respectively. In September 2000, he was appointed as an executive
director of the Company and in February 2002, as a deputy general
manager of the Company.

Independent Directors

Mr. Sun Chang-ji, born in August 1942, a senior engineer at researcher
level, is an independent director of the Company and special advisor to
China Machinery Industry Federation, and deputy head of the advisory
committee for State Nuclear Power Technology Corporation. Mr. Sun
was graduated from Tsinghua University in September 1966, and
started his career in 1968. He worked in Sichuan Oriental Turbine
Factory, serving as Section Head, Workshop Director, Deputy Factory
Manager and Factory Manager. In January 1991, he was appointed as
Deputy Director-general of the production department of the Ministry
of Machinery Industry of the PRC, and later he became Vice Minister of
the Ministry of Machinery Industry of the PRC in April 1993. In April
1998, he became First Deputy Director-general of the State
Administration of Machinery Industry of the PRC (deputy ministerial
level). He became Deputy Party Secretary and Vice President (deputy
ministerial level) of Bank of China in January 1999, and served
concurrently as President of China Orient Asset Management
Corporation for the period from September 1999 to August 2001. He
became Vice Chairman of Bank of China in November 2000, Vice
Chairman of Bank of China (Hong Kong) Limited in September 2001
and Secretary of Commission for Discipline Inspection of Bank of China
in June 2003 concurrently. From August 2004, he has been appointed
as Vice Chairman of Bank of China (Hong Kong) Limited and Vice
Chairman of China Machinery Industry Federation concurrently. He was
elected as a member of the 10th CPPCC National Committee in
January 2003, and deputy head of the Preparatory Team for State
Nuclear Power Technology Corporation in October 2004 concurrently.
Since December 2009, he has been an independent director of the
Company.
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Mr. Jia Cheng-bing, born in July 1942, a senior engineer with a
bachelor’s degree, is an independent director of the Company, special
advisor to China Machinery Industry Federation, and president of China
Foundry Association. He was graduated from Hefei University of
Technology in Foundry in 1965, and started his career in July of the
same year. He served as chief and deputy chief at Ministry of
Machinery Electronics Industry and Ministry of Machine Building
Industry, director of Personnel and Labor Division, head of office and
Party Commissioner at Ministry of Machine Building Industry. From
March 2001, he served as chairman of the Supervisory Committee for
various large State Council organizations (China National Materials
Industry Group, China State Shipbuilding Corporation, The State
Development and Investment Corp.). In February 2006, he was
appointed as deputy managing directors and special advisor to China
Machinery Industry Federation and president of China Foundry
Association. He has been an independent director of the Company
since September 2006.

Ms. Li He-jun, born in June 1944, a senior economist with a bachelor’s
degree, is an independent director of the Company, vice chairperson of
the Board of Southwest Aluminum (Group) Co. Ltd, executive director
of China Association of Women Entrepreneurs and committee member
of the Financial Advisory Committee. Ms. Li was graduated from
Central Institute of Finance and Economics (currently known as Central
University of Finance and Economics) in Finance and Accounting in
1966, and started her career in August of the same year. She has
served as chief and deputy chief of the Planning Commission of Henan
Province, Vice President and Deputy Party Secretary of China
Construction Bank Henan Branch. In 1993, she became President and
Party Secretary of China Construction Bank Henan Branch and director
of Henan Provincial Investment Association. In 1999, she became a
directorate member of both the Executive Committee and the Audit
Committee for China Cinda Asset Management Corporation. Since
2004, she has been appointed as a committee member of the Expert
Advisory Committee of China Cinda Asset Management Corporation,
vice chairperson of the Board of Southwest Aluminum (Group) Co. Ltd,
vice chairperson of the Board of Shaanxi Hancheng Coal Company,
executive director of China Association of Women Entrepreneurs and
committee member of Finance Advisory Committee. She has been an
independent director of the Company since September 2006 and
resigned in January 2013.
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Mr. Yu Bo, born in October 1960, is a professor with a doctor degree,
tutor for doctoral candidates, independent director of the Company,
dean of School of Management at Harbin Institute of Technology
(SMHIT). Mr. Yu was graduated from industrial electric automation,
Harbin Institute of Technology in 1981, and began his career from
1982. He was a tutor, lecturer, associate professor, professor of
SMHIT. He became director of Management Department of SMHIT in
2000, director of MBA School of SMHIT in 2002, and assistant to dean
of SMHIT, director of MBA School in 2003, dean of SMHIT in 2008. Mr.
Yu is also a deputy director of Energy System Engineering Committee
of China Energy Research Society, a member of National MBA
Education Committee, a member of Military Technology Administration
of China Ordnance Society, a councilor of Chinese Society of
Technology Economics, a member of Space Technology Committee of
Beijing Society of Astronautics, a councilor of Aerospace Research
Society, a councilor of Heilongjiang Provincial Budgetary Council, an
industrial expert of Heilongjiang Science and Technology Consultation
Committee. He has been appointed as independent director of the
Company since December 2009.

Mr. Liu Deng-qing, born in November 1970, is a doctor in
management studies of Tsinghua University, independent director of
the Company, a CPV, CREA, and CMRA (Certified Mining Rights
Appraiser) of China. He is one of the first Top Ten Youth Appraisers; a
partner, vice president and chief appraiser of China Enterprise Appraisal
Company. He is a member of the Tenth China Youth Federation; a
councilor of China Appraisal Society; fellow member of China Appraisal
society; a member of State-owned Assets Supervision and
Administration Commission under the State Council (“SASAC"), and
Project Appraisal Expert Group of the Ministry of Finance; a member of
the tenth and eleventh Issuance Verification Committee of the China
Securities Regulatory Commission; a member of Appraisal Standard
Committee of China Appraisal Society; a member of Enterprise
Valuation Committee, and Intangible Asset Appraisal Committee, and
Continuation Education Committee of CPV; a member of Appraisal
Committee of CPA Beijing, and Publicity Committee; a member of
Editorial Committee of CPA Beijing. He has been appointed as
independent director of the Company since December 2009.
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SUPERVISORS

Supervisors representing shareholders

Mr. Wang Zhi-sen, born in 1950, a senior engineer with bachelor’s
degree, has now retired. Mr. Wang studied electric power engineering
at Tsinghua University and was graduated in December 1975. He
started his career in the same year and was appointed as deputy
director of Enterprise Cadre Administration Office of Department of
Cadre and deputy director of the general office of Personnel and Labor
Department under the Ministry of Machine-Building Industry. He was
appointed as director of Information Department of China Electrical
Engineering News in 1989, head and secretary of Party Committee of
Instrument and Meter Technology Institute under Ministry of
Machinery and Electronics Industry in 1992, deputy director of general
office and director of the director office of Ministry of Internal Trade
and secretary of Party Committee in January 1995, secretary of Party
Committee and vice general manager of China National Agricultural
Machinery Corporation in July 1995, head of office of State
Commission for Economic Restructuring and head of the secretary
administration division of the Economic Restructuring Office of the
State Council in 1996, secretary of Party Committee and secretary of
Discipline Committee of Huaxing Products Corporation in 1998,
director, secretary of Party Committee and secretary of Discipline
Committee of China Huaxing Group in 1999, secretary of Party
Committee and deputy general manager of China Huaxing Group in
2001. In June 2007, he was appointed as a standing committee
member and secretary of Discipline Committee of Harbin Power Plant
Equipment Group Corporation (currently known as Harbin Electric
Corporation), and a standing committee member and secretary of
Discipline Committee of the Company. He has been the chairman of
the Supervisory Committee of the Company since March 2008 and
resigned in May 2012.
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Mr. Bai Shao-tong, born in February 1963, is a graduate of Northeast
China Institute of Electric Power holding a bachelor’s degree in
engineering. He is a senior engineer and a member of the China
Communist Party. He was the deputy head and head of the power
station department of the Electric Machinery Bureau under the Ministry
of Electric Power Industry, manager of the power station equipment
departmentof O 00000000 MODODOOOOO (China Huadian
Power Station Equipment Engineering Group Corporation), deputy
general manager and general managerof 0 0 0000000 O0O0O
0 O O (China Huadian Power Station Equipment Engineering Group
Corporation), and general manager of Jiangsu branch of China Huadian
Corporation. Mr. Bai has been a standing committee member
appointed by the China Communist Party and a secretary of the
disciplinary committee of Harbin Electric Corporation as well as a a
standing committee membe