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Harbin Power Equipment Company Limited (the “Company”) was
formed through the restructuring of Harbin Electric Corporation
(original 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 established in the 1950s. The Company
was established in Harbin, PRC on 6th October, 1994. The dealings
in the shares of the Company commenced on the Stock Exchange
of Hong Kong Limited (the “HKSE") on 16th December, 1994.

As at 31st December, 2008, the share capital of the Company
comprised of 1,376,806,000 shares, of which 675,571,000 shares
were circulated on the HKSE as H shares.

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

principal activities include:

e Thermal power equipment: boilers, steam turbines and steam
turbine generators with single unit capacity up to 1,000 MW
heavy-duty gas turbine and combined cycle units, the largest
manufacturing base for clean coal combustion equipment in the
PRC: CFB, PFBC, etc.

e Hydro power equipment: hydro power sets with single unit
capacity up to 700 MW class

e Nuclear power main equipment: nuclear island and conventional

island equipment for nuclear power plants

e (QOther products: ancillary equipment, industrial boilers, industrial
steam turbines, control devices, AC/DC motors, valves for
power stations, pressure vessels and axial compressor, etc.

e Turn-key construction of power station projects

e Contract supply of complete sets of thermal and hydro power

equipment
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e JOOOOOOOO e |mport and export of power equipment

e NIDODOODOODODODOODOOOO e FEngineering technology R&D of complete set of power
: equipment

e JIOO0OOO0OODOODOODOODO e System R&D of complete set of power equipment

e JOOOODDOOOOOOOOOOO e R&D of power equipment and its ancillary equipment

e JODODOOODODOOODODO e Technology transfer, technical consultation and services

e OODODODO e Environmental protection engineering services

Jdddd0dd00d0O0oO0oOoOoOoOooOooono The Group possesses a comprehensive range of advanced

000000000000 00O000Oooog production and research facilities. Its capabilities in research and

oo0oDo0Dooooooooo development, product manufacturing and power station construction

have been in the forefront of the power plant equipment

manufacturing industry in the PRC.

0o00Do00D0O0DO0DO00D0O0OOODOmaAa The Group is located in Harbin, PRC, also known as the “City of the
0ooom Power".
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ooooooooo :  CORPORATE STRUCTURE AND MAIN BUSINESS LINE

ooooooooo
ooHOOOOO
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Harbin Electric Corporation (“HE") Holders of H Shares

50.93% 49.07%

gddooouoooouooOnoootd
Harbin Power Equipment Company Limited (the “Company”)

90.94% 62.54% 87.37% 100% 60% 100% 100% 100%

ooo ooo gooood good ooo goood
googo googooog gooogoo gooogoog goooog googo oooooo oOobooooo
goog googd good good goooog good goood goood
MO000M MO00000M MO000 MOoO0O0O0fd Harbin Power good goood HE Harbin
Harbin Boiler  Harbin Turbine Harbin Harbin Power Equipment Harbin Harbin Electric ~ Power Plant
Company Company Electrical Engineering National Power Plant Machinery  Valve Company
Limited Limited Machinery Company Engineering Equipment AC-DC Motor Limited
("Boiler (“Turbine Company Limited Research Corporation Limited Duty
Company”) Company”) Limited ("Engineering Centre Co., Ltd (QHD) Heavy Company
(“Electrical Company”) Equipment
Machinery Co., Ltd

Company”)
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00000O00000000000000 : The summary of results, assets and liabilities of the Group for the

last five years are as follows:

oboooOoooooooao

Unit Year ended 31st December,

oo 2008 2007 2006 2005 2004
ood ooooo 29,903,544 27,648,584 29,098,016 18,464,106 10,215,670
Turnover Rmb'000
oooog ooooo 1,573,247 2,115,820 1,543,573 696,125 168,963
Profit before tax Rmb’000
ooooog ooooo 1,041,837 1,527,979 1,024,581 464,990 117,572
Net profit for the year Rmb’000
oooo ooooo 48,966,625 42,090,490 37,444,548 36,448,887 31,015,199
Total assets Rmb’000
gooo ooooo 39,398,700 33,678,080 31,665,150 31,924,207 27,361,591
Total liabilities Rmb’'000
goooog ooooo 1,431,845 1,199,417 947,931 640,052 540,546
Minority interests Rmb’000
oooo ooooo 8,136,080 7,212,993 4,831,467 3,884,628 3,113,062
Shareholders’ fund Rmb’000
oooog oooo 5.91 5.24 3.79 3.05 2.62
Net assets per share Rmb
oooo oooo 0.757 1.123 0.804 0.389 0.099

Earnings per share Rmb



000 Qoo
Fo2n@'H s" ﬁp PN Y

oooad PRINCIPAL ACTIVITIES
0000000000 0O00oOooooooo The Company acts as an investment holding company and provides
opDobDobDoog corporate management services to its subsidiaries.
0020080120310 000 0020070 120310000
Year ended 31st December, 2008 Year ended 31st December, 2007
0o0o0o0ooooooooooooo ooo ogoono ooo gooo
Turnover and contribution to operating Turnover Contribution to Turnover Contribution to
profit by major product categories operating operating
profit profit
oooon oooon ooooon ooooon
g j 000 R p 000 Rmb’000 Rmb’000
oooood 20,493,133 3,042,982 20,463,511 3,417,779

Main thermal power equipment

oooooo 1 T057 TfnSgr2f49TJ8573250
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Dear shareholders,

| am pleased to present the Company's annual report for the year
ended 31st December, 2008 to all shareholders on behalf of the
board of directors of Harbin Power Equipment Company Limited and
wish to take this opportunity to express my sincerest appreciation

to the support of all shareholders.

2008 was an exceptional year for the Company. Impacted by
the international financial crisis, the growth of China’s economy
slowed down and the power demand was reduced as witnessed
by a significant fall in the year-on-year growth rates for both
annual electricity output and consumption. In face of the fierce
competition in the power equipment market, the Company recorded
declining results which were impacted by its seriously disturbed
production and operation and the increasing difficulties in projects
implementation. Fortunately, the PRC government has implemented
prompt and effective macro-economic austerity measures to secure
a relatively fast economic development. In view of the changes
in the operating environment, the Company’'s management has
adjusted the operating strategies and endeavored to overcome
the hurdles. Encouraging results for the efforts made have been
achieved while a growth in both the turnover and production volume
was recorded, which have laid a solid foundation for the sustainable

development of the Company.
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Newly signed contracts for the year 2008 amounted to Rmb57.354
billion, representing a year-on-year increase of 11.67%. Major
breakthroughs have also been achieved in the nuclear power market
development. By securing orders for steam generators for four
kinds of reactors, namely Generation I+, AP1000, C2 project and
high temperature gas cooled reactors, and entering into several
manufacturing contracts for Generation Il+ main pump generators,
we have become the main equipment supplier for AP1000
nuclear power and conventional islands and have established our
leading status in the AP1000 nuclear power market. We have also
maintained our market leading position in 300MW and 600MW
thermal power generators and large-scale hydropower products.
While our position in the traditional international markets was
further consolidated, we have also expanded into emerging markets

such as Russia.

Increased investment in R&D has also brought about significant
results. During the year, a total of Rmb780 million was invested in
R&D, with 481 projects launched and 220 projects completed, and
the Company has acquired various national, provincial and municipal
awards for the scientific achievements in 14 projects. In addition,
the Company has expedited its pace in proprietary innovation and
new products were developed. Newly imported technologies were
smoothly incorporated and assimilated. The Company, reconfirmed
as a hi-tech enterprise, will continue to enjoy a preferential

enterprise income tax rate of 15%.

We have set a new record by producing power generation
equipment with capacity reaching 35,100MW. The product delivery
schedule for the Company in 2008 was tight and the outbreak of
the financial crisis made it more difficult for us to carry out our
production and projects. In view of this, the Company has adjusted
its production plan in a timely manner with reference to the
requirements of the customers, the construction progress of power
stations, our inventory of materials and technical preparation in
order to satisfy the demand of the customers. With all the possible
effective measures adopted, we have successfully mitigated the
adverse impact of the surging raw material prices and supply

shortage, and have achieved our annual production target.
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Our achievements in 2008 were the culmination of the wisdom and
efforts of our entire staff as well as the trust and support of all the
shareholders. Supported by our shareholders, we are determined,
with our competitive drive and unswerving confidence, to overcome
the difficulties ahead and excel ourselves for achieving sustainable

development of the Company.

In 2009, both the China's economy and the Company will face
unprecedented challenges brought by the worsening of the financial
crisis. First of all, the demand in the power generation equipment
market will further reduce and increasingly severe competition
will prevail in the market. Secondly, the financial crisis will create
a higher extent of uncertainties on project implementation and
difficulties in production planning. Thirdly, enterprises will be
presented with considerable demand for the capacity of innovation
since the focus of competition will be shifted to the development of
producing efficient and environmental-friendly products that apply

alternative energies.

Challenges bring opportunities while returns come from risks.
Notwithstanding the current economic condition and changes in
market demand, we will pursue new development opportunities
and adjust our operating strategy, improve our management,
optimize our product mix and strengthen our core competitive
edges in a painstaking effort to become the best power equipment
manufacturer in China and the leading enterprise in the industry in

the world.

With resolute determination, we will combat all adversities and

strive for better results for all shareholders.

Chairman
Gong Jing-kun
Harbin, the PRC, 24th April, 2009



ooooooon
Ve ,2 geme,. Ds Kss @,8 ,dARY SS

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

ooooooooo

oooooooooOooOocOoocooooooo
ooo0oooooooooOooOooooooad
oooooooobOoOoCocOoocOooooOooo
ooooOoOoOoOOO0OO0oOoOoOoooooooo
O000oO000O000COO0OO0O09%ooO0oa
oooooooOoDOooOocOooOobOOobDOono
oooooooooOOoO0oocOoocOooooooo
oooao

oooooooooOooOocOoooooooonoo
ooo0oooooooooOooooooood
oooooooobOOooOocOoocOooooOooo
o0o0ooO0ooOO0oDOOo0OCcO0ooOOooOOoDOonoOo
ooooooooOOoOCcOoocOooOoOoOoooo
oooooooOoDOooOocOooOobOOobDOono
oo

ooooooooOOoOCocOoocOooOoOoOoooo
oooooooooOooOocOoooooooonoo
oo

MACRO-ECONOMIC AND INDUSTRY DEVELOPMENT

The year of 2008 was an uncommon year in the history of the
development of China. Albeit China’s economic development was
hit by the serious natural disasters such as the snowstorm in
Southern China and the earthquake in Wenchuan, Sichuan and the
slowdown of the global economy triggered by the global financial
crisis, China was capable of achieving an outstanding performance
underscored by the 9% growth in GDP with the proactive and yet
prudent measures adopted by the central government. Throughout
the year, in particular the first half of the year, the power generation
equipment market prospered with its focus shifted to efficient and

environmental friendly alternative energies.

Meanwhile, the Company's profitability and impetus of growth
were adversely affected by the significant appreciation of Renmibi
in the first half of the year and the oversupply of power in most
of the regions as at the end of the year due to the gradual fall
in monthly power consumption throughout the country ever
since stepping into the second half of the year, and were further
impacted by the slowdown in the construction of power plants,
delay in the commencement of certain projects and the shortage in
and the soaring prices of some of the raw materials required by the

Company'’s products.

In face of the drastic changes in the external environment, the
Company has managed to deliver satisfactory results through timely
adjustment to its focus of work while overcoming the emerging

challenges.
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NEW CONTRACT

The year of 2008 featured a flourishing market of power equipment
and the value of new-receiving contracts scaled a new height at
Rmb57.354 billion, among which the contract value for thermal
power equipment, hydro power equipment, engineering services,
nuclear power equipment and others reached Rmb31.786 billion
(net of internal transaction), Rmb8.244 billion, Rmb10.5 billion,
Rmb2.098 billion and Rmb4.726 billion (net of internal transaction)
respectively, representing 55.42%, 14.37%, 18.31%, 3.66% and
8.24% of the total contracted value respectively. As at the end of
the 2008, the Company had contracts on hand with a total value of
Rmb91.5 billion.

A significant milestone was marked for the development of the
nuclear market highlighted by the first contract for Generation I+
nuclear power steam equipment (0O O OOOO0O) with the
supply contract entered into for 3 sets of steam power generation
equipment for Generation |1+ CPR1000 under Yangjiang project ([
00 CPR1000 O OO O). The Company has also secured the supply
contract for 2 sets of steam power generation equipment for 2#
unit of the AP1000 Sanmen Nuclear Project in Zhejiang and the
TG supply contract for conventional island in the Haiyang Project
and has become an equipment supplier for AP1000 nuclear power
and conventional islands. The supply contract for 2 steam power
generators and turbine generator for HTGR reactor for the Huaneng
Shangdong Shidaowan (0 OO0 OO O) Project has allowed the
Company to emerge as an equipment supplier for the first domestic
HTGR reactor in the PRC. The Company has acquired manufacturing
contracts of steam power generators for 4 types of reactors,
including the steam generator unit for Chashma Nuclear Power
C2 Project. In addition, the Company was awarded the supply
contracts for a total of 6 pressure stabilizers (0 O O) for 1# to 4#
of the Generation Il+ CPR1000 of Yangjiang Project and 1# and
2# of Ningde Project. Besides, the Company has also entered into
contract of product supply and technologies transfer and product
subcontracting for the major reactor-cooling agent pump units
(D0O0DOoDOooOOo0O) for Generation [+ CPR1000 in Fuging and
Fangjiashan Project with CNNC, allowing the Company to acquire
the technology transfer contracts for “Generation II+" nuclear main
pump technology and the supply contract for 12 sets of main pump
and 14 sets of main pump generators. Such developments have
enabled the Company to take the lead in self-development and
manufacturing of major cooling agent pump sets for nuclear plants.
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The Company has maintained its competitive edges in the traditional
products market. Among the projects tendered in 2008, the
Company has successfully won 48.39% and 30.16% of the tenders
for boiler and for gas turbines and power generators, respectively,
with respect to the 300MW thermal power projects, while 34.15%
and 36.59% of the tenders for boilers and for gas turbines and
power generators with respect to 600MW thermal power projects
were acquired by the Company, representing more than one third
of the market share. In the hydropower aspect, the Company has
secured the supply contracts for large-scale hydropower plants
such as Xiang Jiaba and Xiluodu, and this reinforced the Company’s
leading position in the large-scale hydropower market. The signing
of the contract with respect to 4 x 250MW large-scale pumped
storage units for Xiangshuijian has made the Company the first
domestic manufacturing enterprise which provides domestic large-

scale pumped storage units.

The Company has made significant achievement in the international
market and has entered into product supply and service contracts
to supply 2 x 600MW main equipment island to phase two of
SALAYA and 2 x 600MW main equipment island to O O 0O in India.
Meanwhile, the Company has also entered into contracts in relation
to a 1 x 150MW bio-energy power generator project in Thailand and
signed a supply contract with 0 0 0O 0O O in Russia for 2 x 660MW
ultra super critical main equipment. Such contracts marked the
Company’s success in exploring the emerging markets, such as

Russia.

PRODUCTION AND SERVICES

The Company has set a new record for the quantity of products
produced. The total output for the year was up to 35,100.65MW,
representing an increase of 12.30% compared with the last year,
among which 67 units of utility boiler with a total capacity of
25,645MW, an increase of 2.64% over the last year; 81 steam
turbines for power plant with a total capacity of 30,111TMW, an
increase of 24.12% over the last year; 70 turbine generator units
with a total capacity of 29,367MW, an increase of 16.41% over the
last year; 43 units of hydro power turbo-generator units with a total
capacity of 5,733.656MW, a decrease of 4.92% over the last year;
and 3 units of gas turbines with a total capacity of 766.8MW, an

increase of 50% over the last year, were completed.
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In view of the drastic changes in the external environment and the
immense pressure of product delivery, the Company has undertaken
dynamic analysis over the contracts on hand and has made
timely adjustment to the plan with reference to the customers’
requirements, the construction progress of electricity plants and
the preparation with respect to materials and technologies. All
the measures undertaken aimed at overcoming the challenges
coming from the shortage in raw materials supply and promoting
customers' satisfaction.

R&D AND INTRODUCTION OF TECHNOLOGIES

The Company has greatly enhanced its core competitiveness
by absorbing and incorporating the imported technologies and

extending its capacity in self-innovation.

Increased investment in R&D has also initiated new research
studies projects. In 2008, a total of Rmb780 million was invested in
R&D with 481 projects launched and 220 projects completed, and
the Company has acquired various national, provincial and municipal
awards for the scientific achievements in 14 projects, while 32

inventions have obtained national patents.

The awards included the First Prize of Ntained KO.mpllScientific
Improvement (D00 OOO0O0O0O) for the “Research, Production

and Applictaine of Super Critical 600MW Thermal Power Unit” (O
gosooMWO OO OODOODOODOOOOONO), the Special Prize for
Technological Improvement in Engineering Industry (0O 00O 00O
O000000) and Special Prize for Heilongjiang Provincial Scientific
Development OOOOOOOCOOOO
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The Company is determined to promote domestic production by
accelerating the pace of absorbing and incorporating the imported
technologies. The work with respect to the technology transfer
of AP1000 nuclear and conventional islands was commenced
and progressed smoothly. A domestic proportion of over 90%
was achieved for 600MW super critical generator units and
approximately 80% for 1,000MW ultra super critical generator units.
Work with respect to the importation of technologies for 300MW
pumped storage units proceeded smoothly and data conversion was

near completion.

PROFIT

In the year of 2008, net profit of the Group was Rmb1,041.84
million, a decrease of 31.82% compared to the last year; earnings
per share was Rmb0.76, a decrease of Rmb0.36 compared to the
corresponding period of last year; net asset as at the end of the
period was Rmb8,136.08 million, an increase of Rmb923.09 million
compared to the beginning of the year; net asset per share was
Rmb5.91, an increase of Rmb0.67 compared to the beginning of the

year.

During the period, the decline in the profit of the Group was
attributable to the increase in costs driven by the surge of raw
material prices in the first half of the year and the considerable loss
arising from the appreciation of Renminbi and the exchange loss for

the exported items recorded during the period.

DIVIDEND

A dividend of Rmb0.075 per share (appropriate tax included) for
the year of 2008 (2007: Rmb0.091 per share) was proposed by the
board of directors.
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TURNOVER

In 2008, the Group recorded a turnover of principal business
activities of Rmb29,903.54 million, an increase of 8.16% compared
to the last year. In particular, turnover of the thermal power main
equipment business was Rmb20,493.13 million, representing a
slight increase over the last year and accounted for 68.53% of the
turnover of the principal business activities. Turnover of hydropower
main equipment was Rmb2,863.25 million, an increase of 31.79%
over the last year, representing 9.58% of the turnover of the
principal business activities. Turnover of power plant engineering
services was Rmb3,446.17 million, an increase of 64.83% compared
to the last year, representing 11.52% of the turnover of the
principal business activities. Turnover of power plant accessories
and parts was Rmb1,161.01 million, an increase of 3.25% over
the last year, representing 3.88% of the turnover of the principal
business activities. Turnover of AC/DC motors and other products
and services was Rmb1,939.99 million, an increase of 7.94% over
the last year, representing 6.49% of the turnover of the principal

business activities.

During the period, the Group recorded a turnover of export of
Rmb2,814.98 million, representing an increase of Rmb657.9 million
over the last year and accounted for 9.41% of the turnover of the
principal business activities. The export was mainly to areas such as

Russia, Asia and Africa.

COST

During the year, the cost of the principal business activities of
the Group was Rmb25,896.46 million, an increase of 11.04% as
compared to the last year. The increase was attributable to the
increase of turnover of main business activities and prices of raw

materials.

GROSS PROFIT AND GROSS PROFIT MARGIN

During the period, the gross profit from the principal business
activities of the Group was Rmb4,007.08 million, a decrease of
7.41% as compared to the last year. The gross profit margin was
13.40%, a decrease of 2.25 percentage points over the last year.
The decrease in gross profit margin is mainly attributable to the rise

in raw material prices and the fluctuation in exchange rates.
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Among them the gross profit from thermal power main equipment
was Rmb3,042.98 million, a decrease of Rmb374.80 million
compared to the last year. The gross profit margin for thermal
power main equipment was 14.85%, a decrease of 1.85 percentage
points compared to the corresponding period last year. The gross
profit from hydropower main equipment was Rmb658.65 million,
an increase of Rmb353.00 million compared to the corresponding
period last year. The gross profit margin for hydropower power
main equipment was 23.00%, an increase of 8.93 percentage points
compared to the corresponding period last year. The gross profit
from power plant engineering services was Rmb-346.16 million,
a decrease of Rmb391.05million compared to the corresponding
period last year. The gross profit margin for engineering services
was —-10.04%, a decrease of 12.19 percentage points over the
corresponding period last year. The gross profit from power plant
accessories and parts was Rmb299.58 million, a decrease of
Rmb18.18 million compared to the corresponding period last year.
The gross profit margin for power plant accessories and parts was
25.80%, a decrease of 2.46 percentage points over the last year.
The gross profit from the AC/DC motors and other products and
services was Rmb352.03million, an increase of Rmb110.40 million
compared to the corresponding period last year. The gross profit
margin for the AC/DC motors and other products and services was
18.15%, an increase of 4.71 percentage points over the last year.

EXPENSES DURING THE PERIOD

The Group's expenses for operation activities during the year of
2008 amounted to Rmb425.28million, an increase of Rmb11.67
million compared to the corresponding period last year, of which the

main reasons were the increase in market development expenses.

Expenses for administration activities during the year of 2008
amounted to Rmb2,153.81 million, an increase of Rmb267.05
million or 14.15% compared to the corresponding period last year,
of which the main reason was the increase in asset impairment
provisions and exchange losses.

INTEREST EXPENSE

In 2008, the Group has incurred financial expenses of Rmb195.33
million, an increase of Rmb40.47 million compared to the
corresponding period last year, which was mainly attributable to the
increase in loan interests.
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FUNDING AND BORROWINGS

The Group has three major resources for operation and development
funding, namely shareholder’'s capital, trade receivable 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, the
advance approval from the parent company for capital investment
borrowings is required. As the number of orders and the trade
amount received in advance of the Group 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 31st December 2008, the total sum of the Group's
bank borrowings was Rmb4,405.82 million (31st December 2007:
Rmb4,763.28 million). The Group’s bank borrowings were 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 Rmb870.70
million, an increase of Rmb117.32 million compared to the
beginning of the year. The amount of the Group's borrowings due
after one year was Rmb3,535.11 million, a decrease of Rmb474.78

million compared to the beginning of the year.

DEPOSITS AND CASH FLOW

As at 31st December, 2008, bank deposits and cash of the Group
amounted to Rmb10,301.60 million, an increase of Rmb680.06
million over the beginning of the year. During the period, net
cash inflow from operating activities amounted to Rmb2,552.60
million. Net cash outflow from investment activities amounted to
Rmb3,439.04 million and net cash inflow from financing activities
was Rmb542.44 million.

CAPITAL STRUCTURE AND CHANGES THEREOF

As at 31st December, 2008, total assets of the Group amounted
to Rmb48,966.63 million, an increase of Rmb6,876.14 million (or
16.34%) compared to the beginning of the year, among which total
current assets were Rmb44,116.30 million, representing 90.09%
of the total assets, and total non-current assets were Rmb4,850.33

million, representing 9.91% of the total assets.
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LIABILITIES

As at 31st December, 2008, the Group's total liabilities amounted
to Rmb39,398.70 million, an increase of Rmb5,720.62 million
compared to the beginning of the year, among which total current
liabilities were Rmb30,497.36 million, representing 77.41% of the
total liabilities, and total non-current liabilities were Rmb8,901.34
million, representing 22.59% of the total liabilities. As at 31st
December, 2008, the assets to liabilities ratio of the Group was
80.46%.

SHAREHOLDERS’ EQUITY

As at 31st December, 2008, the total shareholders’ equity of
the Company amounted to Rmb8,136.08 million, an increase of
Rmb923.09 million compared to the beginning of the year; the net
asset per share was Rmb5.91. During the period, the net asset

return rate of the Group was 13.58%.

GEARING RATIO

As at 31st December, 2008, gearing ratio of the Group (non-current
liabilities over total shareholders’ equity) was 1.09:1 as compared to
that of 0.80:1 at the beginning of the year.

CONTINGENT LIABILITIES AND PLEDGE OF ASSET

As at 31st December, 2008, the Group pledged its assets in an

amount of Rmb484.26 million to secure loans for liquidity.

CAPITAL EXPENDITURES AND MAJOR INVESTMENTS

In the year 2008, the Group has invested a total capital expenditure
of Rmb1.015 billion in infrastructure constructions and technological

upgrades. The major items were as follows:

The planned investment for the construction of production base for
main equipment for nuclear island was Rmb602 million, of which
Rmb252 million has been utilized in 2008. The construction of a
heavy-duty nuclear power equipment plant was completed and the

installation of the main equipment was proceeding smoothly.
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Rmb285 million and Rmb100 million were allocated for the
manufacture and construction of nuclear power main pump
generators and nuclear power plant valves, in which Rmb156
million and Rmb68 million have been utilized in 2008 respectively.
The approval procedures of the plans for the construction site
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STAFF AND REMUNERATION

As at 31st December, 2008, the Group had a workforce of 18,264
employees and the total remuneration amounted to Rmb1.130
billion. In order to promote the overall caliber of its staff so as to
build a solid foundation for a steady development of the Company,
the Group has put additional effort in staff training and adopted
various training approaches emphasizing on-the-job training and
targeting at senior management personnel while a number of

training courses for academic qualifications were also provided.

PROSPECT

The year 2009 will be a critical year for the economic development
of China and excessive supply of electricity will be seen. The newly
increased