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Chairman's Statement

Mr. Geng Lei, Chairman

To all  shareholders:

I  am  p lea s ed  to  p res en t  the  annua l  r epo r t  o f  H arb in  Power

Equipment Company Limited ( the “Company”) for the year  ended

31st December 2000. On behalf  of  the Company, I  would l ike to

extend  my g ra t i tude to  ou r  sha reho lders  f o r  t he i r  con t inuing

support.

The year  of  2000 is a s ignif icant year  for  the development of  the

Company. The staff of the Company has worked concerted efforts

to enable the Company to s teadi l y improve its  performance. A l l

tasks achieved remarkable progresses.  Al l  these have la id a sound

foundation for the Company to enter new century.

RESULTS

For the  year  ended 31st  December 2000,  the  Company  and i ts

subsidiaries (“the Group”) recorded turnover of Rmb3028.91 mill ion,

representing an increase of  2.4% over  1999. Consol idated prof it

a f t e r  m ino r i ty  i n t e r e st s  and  t axa t ion  was Rmb39 .09  m i l l i on ,

representing an increase of 12.9% over last year. Earnings per share

was Rmb0.033, representing an increase of Rmb0.004 as compared

to 1999. As  a t  31 s t  December 2000,  the  Company ’s  tota l  ne t

assets were valued at Rmb2905.18 mil l ion, and net assets per share

was Rmb2.44.

DIVIDEND

T he  Bo a rd  o f  D i r e c to r s  r e c omm e nde d  a  f i na l  d i v i de nd  o f

Rmb0.0375 per share for the year ended 31 st  December 2000 to

shareholders whose names appear  on the Register of  Members of

the Company on 22nd May 2001. The final dividend wil l be payable

on or before 22nd August 2001.

The  f ina l d i v idends fo r  domest i c  sha reho lde rs  w i l l  be  pa id  in

Renminbi.  The  f ina l d i v idends for  H shares  w il l  be  calculated in

Renminbi and paid in Hong Kong dol lars.  The exchange rate used,

that is HK$1.00 = Rmb1.0600, is based on the average closing rate

of the People’s Bank of China during the calendar week preceeding

20 th  Apr i l  2001 . The  f inal  d i v idend  fo r  eve ry  H share  w i l l  be

HK$0.0354 per share.
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BUSINESS REVIEW

In  the year of 2000, the economy of China continued to grow at a

re lat i vel y h igh speed.  The  macroeconomic  env ironment furthe r

improved and the electricity demand increased. Certain areas were

again reported lack of  elec tr ic ity  supply  and some new projec ts

s ta rt ed  up . However ,  the  genera l  o ve rsupply  s ta tu s  o f  power

generation equipment has not been essentially changed. The market

competition intensified, especial ly, the product price kept decl ining.

But the prices of raw materials and electricity increased, which led

to the inc rease o f  cost .  Effec ted by  the pol icy  at  the ea r ly 1999

that there are no new conventional thermal power projects in the

next  three years ,  the product ion of the Group dur ing the pe r iod

under review was sti ll  insuffic ient and some manufacturing faci l i ties

were not operated at ful l  capacity. The output of  power generation

equipment for the year recorded 3280.5MW.

Conf ron t ing  va r ious  unfavou rable  fac tors ,  my  focus  i s  how to

improve the Group’s competitiveness and maintain a high operation

eff ici ency  so as  to achieve excel lent  performance to reciprocate

shareholders.  Therefore, the Group adopted many measures based

on the  genera l  s t ra tegy  of  “transforming  s truc ture ,  exploi t ing

market, scientific management,  development as top priority”.

Inte rna l l y ,  the  f i rs t  measure  was to re form  inte rna l  s t ruc tu re ,

personnel sys tem and dis tr ibut ion sys tem. I  th ink  the success  of

one  ente rp r i se  re l ie s  on i ts  s t ruc tu re  and qua l i f i ed pe rsonne l ,

especial ly, the senior management people. I t is vital  for enterprises

to  se t  up  such an  env i ronment and in cen t i ve  sys tem tha t  can

encourage the coming forth of talented people and make best use

of them. Setting up an active, positive, practical and original cultural

atmosphere is also very important for enterprises.  Therefore, in the

year of 2000, the Company put the emphasis of internal reform on

adju st ing m iddle and top management and enab ing them to be

y oung ,  kno w le dga b le  and  p ro fe s s iona l .  A l s o  the  C ompany

streamlined its structure and downsizing its staff in order to improve

efficiency and bring every positive factor into play.
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The second measure was to enhance the corporate administration.

The office term of the second board and supervisory committee of

the Company expired in 2000. We made use of th is opportunity to

opt imize and improve the membership and professional s t ructure

of the board of  d irectors  and supervisory committee in l ine w ith

relevant requirement using the advanced experience of international

companies .  We inc reased the  number of  d i rec tor s  outs ide  the

Company  and  added  independen t d i r ec tor s  and  independen t

supervisors to the board and supervisory committee so as to make

corporate decisions more scientific and reasonable and push forward

the steady development of various tasks of the Company.

The third measure is  to s trengthen customer,  qual ity and service

ideology and carry out “creating three qual ities” activity.  Through

creat ing qua l ity product,  qual ity engineer ing project  and qual ity

serv ice,  we  should  set  up  the concept of  winnig customers  and

market  by qual ity product, quality engineering project and qual ity

service and try our utmost to provide customers with sat isfactory

product and service.

The  fourth measure  was to enhance  inte rna l  management.  We

rectified and normalized management activities and working orders;

strengthened the administration of investment, loans and execution

of con trac ts ;  enhanced the  r i sk  protec t ion ideology ;  p romoted

p rocu rement  a f t e r  qua l i t y  and  p r i ce  compar i s on  and  on l ine

purchases  in order to control cost ,  reduce expenses  and improve

the performance of the Company.

The f if th measure was to push forward technology advancement

and industry  upg rading.  Du r ing  the  pe r iod  under rev iew ,  the

National Engineering Research Center- Power Equipment undertaken

by the Company has been formally set up and the construction has

comprehens i ve l y  begun . Regard ing  p roduct  deve lopment and

technology development,  we achieved new results. The power plant

turbine  of  300MW type  has  been awarded the  S ta te  Key  New

Product .  The  s ucces s fu l  deve lopment  o f  power  p lan t  bo i l e r

des u lphu r i za t i on  t ec hno log y  w ou ld  c on t r ibu te  a  lo t  to  t he

environmental protection and br ing direct economic benefits to the

Group. The development and technical  renovat ion  of large-scale

hydropower equipment,  super-c r i t ica l ,  combined-cyc le,  nuc lea r

equ ipment and  l a rge  c i r cu la t ed  f lu id i sed  bed  boi l e r  and  e tc

proceeded as p lanned. Al l  of these have la id a foundat ion for the

long-term development of the Group.
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Externally, the first measure was to enhancing marketing. Continued

with the marketing princinple of “exploiting big,  medium and small

projects,  main units and auxi l iar ies projects together  both in and

outside China”, we put focus on “big west development” projects,

engineering and complete set of equipment supplying projects and

new  tec hno l og y  p ro j ec t s .  W e t r i ed  to  ge t  more  o rde r s  by

strengthening traditional market while developing new market.  For

the year ended at 31st December 2000, the newly signed contracts

secured by  the  Group  tota l l ed Rmb3.54 bi l l i on, an inc rease  of

Rmb2.43 bi l l ion over  las t year .  As  the in it ia l  results  of “big west

deve lopment” ,  we  secu red  the  con t r ac t  o f  the  bo i l e r  i s l and

engineer ing projec t  for  the Tuoketuo Power Plant (2x600MW) in

the  Inne r Mongo l i a  and ma in uni ts  supp ly ing contrac t  f or  the

Gu izhao Nayong  Therma l  Power P lan t  (2x300MW) .  Regard ing

engineering and supplying complete set of equipment,  we secured

the engineering project contract for the Iran Tavazon Thermal Power

Stat ion (2x55MW). We s igned a refe rendum contrac t  for  the El

Gai l i  Combined Cycle enginee r ing project  (2x206B) in Sudan and

won the bids for  the boi ler  island and turbine island engineer ing

projects for the Shanxi Hancheng Thermal Power Plant (2x600MW).

As for  technology  products ,  we secu red orders  for  four 100MW

class circulated fluid ised bed boi lers and equipment supply contract

of  th ree  se ts  of  45MW la rge -sca le  tubula r  hyd ropower turbo -

generators  for  the Hunan Hongji ang Hydropower S tat ion,  which

laid  a foundat ion for  the development of  the Group in the new

century.

The second measure was to continue to s trengthen the cooperation

wi th mu l t ina t iona l  companies  in o rde r  to meet the  cha l l enges

brought by China’s entry into WTO. On one hand, we tried to get

subcon trac t ion pro jec ts  through  coopera t ion so a s  to inc rease

market share and we tried to improve technology level and product

compet it iveness  by  jo int l y  explor ing  the methods of  technology

transfer in order to accelerate the technology advancement of the

Group on the other hand.

PROSPECTS

The year  2001 is  the f irs t  year  of  the new century  and the f irs t

year  of  the Tenth Five-year  Plan of  the PRC. The Group wi l l  meet

new chal lenges and opportunities in the year of  2001. First ly,  the

oversupply status of conventional power generation equipment can
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not be e ssent ial ly changed in a  short  term. The compet it ion wil l

sti l l  be very fierce and the product  pr ice can not increase in a short

te rm. Secondly ,  the  pr i ce s  of  raw mater ial s  and e lectr i c ity  wi l l

continue to increase, which makes it difficult to reduce production

cost .  Thirdly,  manufactur ing faci l i t ies st i l l  can not be operated at

full  capacities and the unbalance of production will  also exist, which

would bring difficulties to production organization.  And lastly,  the

China’s coming entry into WTO wil l  internat ional ize the domest ic

market and intensify the competition in domestic market to certain

extent.

I  think there must  be many potential  opportunities for development

while confronting chal lenging situation. Firstly,  the macroeconomic

environment wi l l  further  improve. The State adopts many pol icies

such as debt-share swap, technical renovation discount and export

loan to support  key backbone enterprises. Secondly, the Tenth Five-

year Plan of the PRC determined the power development policy of

further adjusting power structure, making ful l  use of existing power

generation capabil ities, actively developing hydropower, mine-mouth

large thermal power equipment,  cutting down small  thermal power

equipment,  appropriately developing nuclear power and encouraging

c o -genera t i on  a nd  c ompre hens i v e  u s age  o f  f ue l  f o r  powe r

generat ion and res idue from power generat ion.  It  was  est imated

tha t  the  ave rage  annua l  in s t a l l ed  capac i t y  g rowth  o f  power

generation equipment dur ing the period of the Tenth Five-year plan

i s  20000M W.  A ba tch  o f  l a rge - sca l e  uni t  pro j ec ts  w i l l  beg in

construct ion and pre l imina ry work.  Thi rd ly,  the s trategy  of  “big

west development”, “transmitt ing the power generated in the west

to the east” and “transporting the natural gas in the west  to the

eas t”  w i l l  i nc r eas e  the  demand  fo r  l a rge - s ca l e  hyd ropow er

equipment,  large-scale thermal power equipement,  air cool ing units,

gas turbine and other power generation equipment. And lastly,  the

Group i s  becoming more and more  matu re in t he inte rna t ional

market  and gradual l y expands its  market ing areas ,  which wi l l  be

favourable for the exploiting of international market of the Group.

In the  year of  2001,  the  Group  w i l l  take  economic  benef i ts  a s

center ,  take “winning market ,  secur ing contracts ,  creat ing three

qual it ies  and sett ing up image” as  breakthrough point ;  enhance

internal administration and improve comprehensive quality so as to

lay foundat ion for  the long-term development of  the Group. The

Group wil l put emphasis on the fol lowing work in 2001:
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F irs t ,  the  Group w il l  e xert  a l l  s t rength to  explo it  domest ic  and

overseas  market .  Int egra t ing  wi th the Tenth F ive-yea r  Plan  and

putt ing  emphas is  on “big west  deve lopment” ,  the  Group w i l l

cont inue with the market ing strategy of  “exploit ing big,  medium

and small  projects, main units and auxi l iaries projects together both

in and outside China” to develop 300MW and 600MW sub-critical

thermal power market,  large-scale hydropower market,  engineering

and supp l y ing comple te  se t  o f  equ ipment  projec ts  marke t ,  a i r

cool ing units market,  co-generation units market,  “replacing smal l

one  wi th l arge  one” old  uni ts  retrof it t ing  market and  aux i l i ary

product market .  At  the same t ime, the Group wi l l  st rengthen the

invest igat ion and research and prel iminary development of  super-

c r i t i ca l  the rma l  power uni ts  marke t ,  nuc lea r  uni ts  marke t  and

c omb ine d - c y c le  un i t s  marke t .  Th e  G roup  w i l l  enh anc e  the

coopera t ion  wi th mul t ina t ional  compan ies  and ac t ively  develop

internat ional market,  especial ly,  the market in Asian, Afr ican and

Latin American region. Also the Group wil l  strengthen the col lection

of marke t  informat ion,  enhance  the  market ing team and sa le s

network, and adopt feas ib le marke t ing  s trategies  to expand its

market share.

S e c o n d ,  t he  G r o up  w i l l  s t r e ng t he n  a s s e t s  a n d  s t r u c tu r e

reorganiza t ion.  On one  hand, the  Group w i l l  make  use  of  the

estab l i shment of  “Nat iona l Enginee r ing Research Center-Power

Equ ipment ( “NERC-PE” )  t o r ec t i fy  r e sea r ch  and  deve lopment

r esou rces  t o  se t  up  a  t echno logy  deve lopment and t echnica l

renovation system with comprehensive research scope and flexible

organizat ion. Meanwhile,  the Group wil l  cult ivate an engineer ing

technology team with high qual i ty.  Al l  these wi l l  form a research

and development system with the NERC-PE as the core, which wil l

provide technical support to the development of the Company. On

th e  o th e r  ha n d ,  ba s e d  on  th e  p r i n c i np l e  o f  “ s e pe ra t i n g

s up p l e me nta r y  bus i ne s s  f r om ma i n  bu s i ne s s ”  a nd  s e r v i c e

special iza t ion, the Group wi l l  act ivate assets and carry out  assets

operat ion responsibi l i ty system. With t ransportat ion, automat ion,

auxi l ia r ies ,  heat  process ing and AC/DC motors  as  emphas is ,  the

Group w i l l  push  fo rward  asse ts  and  s t ruc tu re  reo rgan iza t ion ,

opt imize assets  d is t r ibut ion and  cult ivate  new economy growth

point.
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Third,  the Group wil l  enhance enterprise management.  The Group

wi l l  deepen the  co rpo ra t e  re forms whose  ma in  con ten t s  a re

personnel sys tem and distr ibut ion sys tem reform; set  up incentive

and  re str a in ing sys tem;  b r ing  eve ry  pos i t i ve  fac to r  in to  p lay ;

strengthen qual ity management,  perfect  qual ity assurance system

and implement qual ity responsibi l i ty with “winning market, securing

con t r ac t ,  c r ea t ing  th ree  qua l i t i e s  and  s e t t ing  up  image”  as

breakthrough point in order  to provide customers with fir st -class

product, f i r st -class engineer ing and f irst -class  service.  The Group

wil l  also enhance cost  administ rat ion. The Group wil l  cont inue to

reduce design cost and procurement cost through optimizing design,

pu r c ha s i ng  a f t e r  qua l i t y  an d  p r i c e  c ompa r i s on  a nd  o n l i ne

procurement.  The financial  supervis ion system wil l  be set  up and

economic act iv ity analyzing rule s  wil l  be formula ted.  The Group

will  strictly control expenses, cut down expenditure, enhance payoff

of the product payment and increase capital  usage efficiency.  Also

the  Group  w i l l  s t r eng then  en te rp r i s e  t r ans pa rence  th rough

enhancing enterprise management.

Fourth,  centering on product upgrading and technical innovat ion,

the Group wi l l  act ively develop new product  and new technology

and push forward technical advancement and adjustment of product

structure so as to speed up technical renovation. Putting emphasis

on opt imized des ign of 300MW and 600MW sub-cr it ical  thermal

units,  the Group wil l  d igest,  absord and master the key technology

of the  700MW hydropower uni ts  o f  the  Three  Gorges  projec t ;

careful ly manufacture 100MW class circulated flu id ised bed boiler;

accelerate the technology development and technology transfer  of

super-critical,  combined-cycle units,  nuclear units,  pumped storage

un its  and  o the r  new products ;  pay  a tten t ion  to  the  techn ical

innovation and product testing of the large-scale hydropower units

with the Three Gorges  units  as  focus ;  comprehens ive ly s tart  the

techn ica l  renova t ion ma in l y  fo r  manufac tu r ing 1000MW c la ss

nuclear units,  large super-critical  thermal units and large circulated

flu id ised bed boi lers;  actively carry out the feasib i l i ty research and

demonstration for the construction of coastal base and production

of gas  turbine.  The Group  wi l l  t ry  its  best  to push fo rward the

technical advancement and upgrading and replacement of its main

products so as to accelerate the rapid growth of the Group.
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By the end of 2000, the average instal l ed capac ity per capi ta in

C h ina  w as  on l y  0 .24K W ,  f a r  beh i nd  1K W ,  the  l e v e l  o f  the

moderately developed countries.  Therefore,  the power generat ion

market of China has great potential  to develop.  I  bel ieve that the

d i f f i cu l t i es  con fron ted by  the  Group a re  tempora ry .  Wi th  the

improvement of the macroeconomic environment,  speeding up of

economy growth and carry ing out  of  the s trategy  of  “big west

deve lopment” ,  the  power  genera t ion equ ipment  marke t  w i l l

welcome an era of  new development. The Company wil l  take the

oppor tuni t ies  and accele rate  its  development to rec iprocate  its

shareholders with good results.

On behalf of the Board of Directors, I wish to thank our shareholders

for  their cont inuous support  and deep concerns for  the Company

and myself during the year of 2000.

Geng Lei
Chairman

Harbin, the People’s Republ ic of China, 20th Apri l ,  2001


