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OVERVIEW OF THE COMPANY

Harbin Electric Company Limited (the “Company”), was formed through the restructuring of relevant entitles including former
Harbin Electrical Machinery Works, Harbin Boiler Workers and Harbin Turbine Works (the “three major power factories”).

Located in Harbin, China, the Company was incorporated on 6 October 1994 and listed on the Stock Exchange of Hong Kong
Limited on 16 December 1994 with its stock code of “01133”.

As at 31 December 2023, the total share capital of the Company comprised of 2,236,276,000 shares of which 675,571,000
were H shares traded on the HKSE.

The Company and its subsidiaries are one of the largest manufacturers of power plant equipment in China, with a power plant
equipment of production capacity of 30 million kilowatts per annum. The Group’s principal activities and products include:

thermal power main equipment: boilers, steam turbines and steam turbine generators with single unit capacity up to
1,000 MW class, accounting for one-third of the installed capacity of thermal power in China;

hydro power main equipment: hydro power generators units with single unit capacity up to 1,000 MW, accounting for
50% of the installed capacity of hydro power in China;

nuclear power main equipment: nuclear island and conventional islands equipment for nuclear power plants with single
unit capacity up to 1,400 MW class;

complete set of steam power equipment: 9F/9H class gas turbine and combined gas and steam cycle set;
clean energy: R&D and production of products such as solar energy, tidal power and desalination;

other products: ancillary equipment for power stations, industry boilers, industrial steam turbines, control devices,
valves for power stations, pressure vessels, etc.;

HARBIN ELECTRIC COMPANY LIMITED



OVERVIEW OF THE COMPANY (CONTINUED)

turnkey construction of power station projects;

service for complete sets of thermal and hydro power equipment;

import and export of equipment for power stations;

after-sales service for power station equipment products;

R&D of engineering technology for complete sets of power equipment;

R&D of power equipment and its ancillary products;

environmental protection engineering services, such as desulfurization, denitrification and dust removal.
The Company actively participates in the construction of “Belt and Road”, vigorously develops the international market and
advances into the world’s high-end power station engineering contracting field, and exports its products to over 50 countries
and regions in Asia, Africa, Europe and America.
The Company brings together a pool of top talents in scientific research, technology and management, as well as a
comprehensive system for quality assurance and quality control with a range of advanced production and research facilities.

Its capabilities in research and development, production and manufacturing and power station construction rank the top in the
power equipment manufacturing industry in China.
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FINANCIAL HIGHLIGHTS

Unit 2023 2022 2021 2020 2019
Operating Income RMB’000 28,840,864.27 24,643,794 21,225,313 23,760,400 22,515,591
Total Profits RMB’000 769,006.75 205,777 -4,200,267 76,958 217,143
Net profits attributable to owners
of parent RMB’000 574,760.04 98,638 -4,142,448 -7,281 106,173
Total assets RMB’000  71,296,954.27 63,283,531 60,610,193 57,961,256 55,082,667
Total liabilities RMB’000 56,709,158.68 50,909,669 48,415,507 41,761,206 39,226,502
Minority interests RMB’000 723,093.44 645,912 625,992 522,836 276,526
Interests attributable to owners
of parent RMB’000 13,864,702.15 11,727,950 11,568,694 15,677,215 15,579,639
Net assets per share RMB 6.200 6.872 6.779 9.187 9.129
Earnings per share RMB 0.257 0.058 -2.427 -0.004 0.062

HARBIN ELECTRIC COMPANY LIMITED



FINANCIAL HIGHLIGHTS (CONTINUED)

Year ended 31 December 2023
Contribution to

Year ended 31 December 2022

Contribution to

Income operating profit Income operating profit
RMB’000 RMB’000 RMB’000 RMB’000
New electric power equipment 15,746,848 2,018,847 11,745,985 1,664,397
New power system with new energy as
the main body 703,229 42,555 1,217,460 -42,598
Clean and efficient industrial system 5,905,260 192,498 5,157,594 66,600
Project general contracting and trade 3,792,971 162,024 3,147,200 118,964
Modern manufacturing service industry 2,202,381 770,897 3,178,913 991,104
Others 490,175 -67,040 196,642 64,964
Total 28,840,864 3,119,781 24,643,794 2,863,431
Expenses not allocated to major
products -2,350,774 -2,657,654
Total Profits 769,007 205,777
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CHAIRMAN’S STATEMENT

Dear shareholders,

On behalf of the Board, | hereby present the 2023 annual report of Harbin Electric Company Limited (the “Company”) and its
subsidiaries.

The year 2023 is the first year for the Company to fully implement the spirit of the 20th National Congress of the CPC as well
as a crucial year for its “three steps” work arrangement to “achieve results”. The majority of cadres and workers worked hard
in unity, forged ahead and overcome difficulties, and promoted the enterprise to embark on the fast track of high-quality
development; the workers’ morale was refreshed, the momentum of progress was significantly increased, with continuous
improvement in development quality, and the economic operation continued to improve. During the Reporting Period, the
Company achieved operating revenue of RMB28,841 million, representing a year-on-year increase of 17.03%; net profit
attributable to the owner of the parent company of RMB574.76 million, representing a year-on-year increase of RMB476.12
million; and value of formal contracts signed of RMB43,565 million, representing a year-on-year increase of 29.53%,
demonstrating the continuous upswing of enterprise development trend.

During the Reporting Period, the Company insisted on political leadership, fulfilled the “Two Upholds” more consciously
and resolutely, focused on its new mission and positioning as a state-owned central enterprise, further improved the
development strategy, and introduced more than 20 systems and programmes in scientific and technological innovation,
quality enhancement, digital transformation, etc. Focusing on the annual targets and tasks, we intensified our efforts to improve
quality and increase efficiency, achieving double-digit growth in major economic indicators, with operating income, overall
labour productivity and market orders reaching the best level in history. We insisted on being innovation-driven, achieved
key breakthroughs in scientific and technological innovation, increased investment in research and development, and set up
seven innovation consortiums through the restructuring of two key national laboratories, with the completion rate of the second
phase of the key core technology research project and the task nodes of SINOMACH innovation consortium reaching 100%
and multiple technologies reaching the international leading level. We made every effort to develop the market, maintaining
a leading position in the market for large hydropower main units and achieving a significant breakthrough in the market
development of nuclear steam turbine generator units, with a substantial year-on-year increase in orders for large-capacity
and high-parameter coal power generator units. We insisted on serving the national strategy with the construction of major
projects, helping the Baihetan Hydropower Station to win the 2023 FIDIC Award for Engineering Excellence, and all four units
of the Hasyan Clean Coal-fired Power Plant Project were put into commercial operation and won the 2023 International Security
Prize. We made every effort to transform and upgrade by completing one digital workshop, two digital production lines and
four digital units and passing the acceptance of the special digital twin project, with four scenarios being selected as excellent
demonstration scenarios of intelligent manufacturing by the Ministry of Industry and Information Technology and revenue from
the digital industry increasing by 112% year on year.

At present, China’s economic and social development with high quality continues to deepen, and power demand will continue
to grow. In the context of the “dual carbon” goal, green low-carbon transformation is accelerating, the advancement of clean
energy substitution is unstoppable, the traditional power system is evolving into a new power system, and hydropower,
nuclear power and other industries are developing rapidly. The Company will maintain strategic focus and boost development
confidence, grasp the rare opportunity of industrial development, definitely identify the urgent need for transformation and
upgrade, and steadily carry out the arduous task of being first-class by insisting on constant attention to technology, quality
and service, continuing to deepen the “seven key points for strong enterprises” of manufacturing, technology, quality, digital,
reform, service and talent to strengthen the enterprise as well as the “seven key points for enterprise development” of learning,
solidarity, collaboration, branding, style, hard work and dedication, and comprehensively improve the abilities of innovation,
governance and value creation, so as to build a century-old enterprise in China’s equipment manufacturing industry.

HARBIN ELECTRIC COMPANY LIMITED




CHAIRMAN’S STATEMENT (CONTINUED)

In 2024, the Company will insist on the guidance of Xi Jinping Thought on Socialism with Chinese Characteristics for a New
Era, thoroughly carry out the spirit of the 20th Party Congress, carry out the spirit of the Central Economic Work Conference,
persist in seeking progress while maintaining stability, promoting stability through progress, and establishing after progress,
strengthen the strategic leadership, accelerate the reform and innovation, focus on strengthening core capabilities and
improving core competitiveness, give full play to the roles of scientific and technological innovation, industrial control, and
security support, focus on building excellent and strong heavy equipment manufacturing bases to accelerate the optimisation
of spatial layout, and strive to sprint to a higher goal on the basis of ensuring the growth of main economic indicators, so as to
accelerate high-quality development in the construction of a world-class equipment manufacturing enterprise.

Manufacturing industry is the very foundation and fundamental for building and strengthening China, as well as the lifeblood
of the national economy. Comrade Xi Jinping attaches great importance to the development of the manufacturing industry,
clearly defines the strategic position of the manufacturing industry in the construction of a strong nation and the national
rejuvenation, and stresses that manufacturing industry is an indispensable part in China at any time, greatly enhancing
our confidence and determination to promote the development of manufacturing. With more than 70 years of experience in
equipment manufacturing, the Company has been leading and promoting China’s power generation equipment to achieve
a new leap from Made in China to Created in China. With our excellent talent resources, strong technological research and
development capabilities, a complete manufacturing and marketing system, and the strong support of many strategic partners,
we are confident and capable of accelerating the enhancement of our core competitiveness and market influence, and we will
continue to promote and lead the development of the equipment manufacturing industry in the manner of high-end, intelligent
and green development, and reward our shareholders with better results.

| would like to express my gratitude to our shareholders for their trust and support, to my colleagues on the Board of Directors
and Board of Supervisors for their effort and contribution, and to all of our staff members for their hard work and dedication.

Chairman

Cao Zhi-an

Harbin, the PRC, 28 March 2024
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MANAGEMENT DISCUSSION AND ANALYSIS

Unless otherwise stated, all amounts are denominated in Renminbi.

MACRO-ECONOMY AND INDUSTRY DEVELOPMENT

In 2023, in the face of an unusually complex international environment and the challenging tasks of advancing reform and
development and ensuring stability at home, the Party Central Committee with Comrade Xi Jinping at its core brought together
the Chinese people of all ethnic groups and led them in withstanding external pressures and overcoming internal difficulties
with dedicated efforts. China secured a smooth transition in epidemic response following a major, decisive victory in the fight
against Covid-19. The main goals and tasks for economic and social development in 2023 were accomplished, and China
made steady progress in pursuing high-quality development, maintained overall social stability, and made solid advances in
building a modern socialist country in all respects.

In 2023, the green, low-carbon transformation was accelerated in the energy sector. As China strengthened the overall

planning and policy support, the non-fossil energy maintained a strong development momentum, continuing laying a solid
foundation for the green development. According to the relevant statistics from China Electricity Council, throughout the 2023,

HARBIN ELECTRIC COMPANY LIMITED



MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

PRODUCTION AND OPERATION

In 2023, the Company earnestly studied and implemented a series of important statements by General Secretary Xi Jinping,
and thoroughly implemented the decisions and deployments of the CPC Central Committee and the State Council. With all
employees working together, the Company forged ahead with determination and tacked difficulties to boost the high-quality
development, as shown by the continuous improvement of the production and operation, stronger growth momentums and
higher development quality across the Company.

New contracts

In 2023, the orders of the Company realized RMB43.565 billion worth of duly signed contracts, representing a year-on-year
increase of 29.53%, of which RMB24.59 billion for new-type power equipment, a year-on-year increase of 44.32% (RMB13.973
billion for thermal power equipment, a year-on-year increase of 101.66%; RMB5.873 billion for hydropower equipment, a year-
on-year increase of 38.81%; RMB1.982 billion for nuclear power equipment, a year-on-year decrease of 41.77%; RMB1.687
billion for steam equipment, a year-on-year decrease of 16.81%); RMB994 million for green and low carbon driven equipment,
a year-on-year decrease of 27.76%; RMB5.936 billion for clean and efficient industrial system, a year-on-year increase
of 23.00%; RMB6.957 billion for EPC and trading, a year-on-year increase of 22.68%; and RMB5.088 billion for modern
manufacturing and service industry, a year-on-year increase of 7.8%.

New-type power equipment: Driven by the good momentum of the thermal power market, the formal contract value of the
Company'’s thermal power equipment increased significantly; the pumped storage market continued the robust development
trend, and the formal contract value in the hydropower industry rose by a large margin.

Green and low carbon driven equipment: The Company saw an increase in the orders from the marine equipment industry.

Clean and efficient industrial system: The Company saw an increasing orders in the industrial petrochemical business and
pump valve, with the formal contract value increasing steadily.

EPC and trading: The Company continued to increase its efforts in developing the overseas EPC market and secured orders
for a number of EPC projects in Central Asia and Southeast, among others, resulting in an increase in the formal contract value.

Modern manufacturing and service industry: The Company vigorously explored the service market, centering on its

development orientation of being an “operation and maintenance service provider”, resulting in steady growth in the formal
contract value.

Annual Report 2023
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Production

In order to ensure the Company’s sustainable and healthy development and reasonably control operational risks, taking into
account the orders on hand, the market situation, customer demand and project progress of the Company, the output of the
Company’s power generation equipment amounted to 26.93 million kilowatts in 2023, up by 76.4% over the same period last
year, of which 6.44 million kilowatts were produced by water turbine generator units, up by 138.7% over the same period last
year; and 20.49 million kilowatts were produced by steam turbine generators, up by 63.0% over the same period last year.
Output of steam turbines for power stations was 13.69 million kilowatts, up by 35.6% over the same period last year and that of
boilers for power stations was 15.16 million kilowatts, up by 8.1% over the same period last year.

Scientific research and innovation

In 2023, the Company invested RMB1.584 billion in science and technology in total, with the R&D investment intensity of 5.53%,
and completed 300 scientific research projects and development of 210 new products. The Company received 33 scientific
and technological awards at or above the ministerial and provincial-level throughout the year, including: the research and
application of the 700m head 400MW high-speed pumped storage unit and the 600-1,000MW ultra-supercritical secondary
reheating boiler won the China Good Design Award (Gold) granted by the Innovative Design Alliance of China and the Chinese
Mechanical Engineering Society; the critical technology for the installation of the giant mixed-flow units and its application
won the First Prize of Electric Power Science and Technology Award issued by the Chinese Society of Electrical Engineering;
the research on high temperature gas-cooled reactor steam generator manufacturing technology and engineering application
won the Second Prize in Science and Technology from the Hebei Provincial Government. The Company completed 331 patent
licenses, including 148 invention patents.

In 2023, the Company continued to make progress in traditional advantageous products such as hydropower, nuclear power,
steam power, thermal power and general equipment, and achieved remarkable results in solar PV, new energy storage and
energy efficiency. The Company’s “million kilowatt hydroelectric generator unit” was included into the catalog of recommended
technological innovation achievements of central enterprises; the “large-scale impulse water turbine generation unit” was
selected by the Ministry of Industry and Information Technology and the State-owned Assets Supervision and Administration
Commission as a “one-stop” application demonstration direction; “the technology of large-scale coal-to-natural gas pressurized
fluidized bed for heat recovery and key equipment”, and “the new efficient and flexible coal-fired power generation unit”
was approved by the National Energy Administration as the first of the third-batch major technical equipment projects in
the energy sector. The Company successfully signed contracts for the construction of the Zala 500MW giant impact water
turbine generator unit with the world’s largest single-unit capacity and the Huizhou Zhongdong 400MW variable-speed pump-
turbine unit with the largest single-unit capacity in China, maintaining its leading performance in the hydropower segment;
the demonstration High Temperature Gas-Cooled Reactor Module, a major technology project built by the Company as a part
and operated by China Huaneng Group at the Shidao Bay, was put into commercial operation, marking that China'’s fourth-
generation nuclear power technology has reached the world’s leading level; the Company successfully signed the solar PV
power projects including Three Gorges CTGR Henderson Energy Guazhou, Qingyu DC and Xinhua Bozhou, achieving the
breakthroughs in key equipment such as tower receiver systems, steam generators, molten salt storage tanks; the Company
secured the contract of providing the air turbine equipment to the world’s largest 60,000 kilowatt/600,000 kWh liquid air energy
storage demonstration project in Golmud of Qinghai, making new progress in compressed air energy storage.

HARBIN ELECTRIC COMPANY LIMITED



MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Capital expenditure and significant investments held

In 2023, the Company injected a total of capital expenditures worth RMB1.501 billion for major construction and technological
transformation projects. The major projects include:

Basic Nuclear Power Capability Improvement Project, Pumped Storage Capacity Improvement Project and the state-level
power generation equipment research center R&D base construction project, all of which are steadily progressing.

In 2024, the Company intends to commit an investment of RMB2.563 billion in key construction and technological
transformation projects, mainly for the technical measures and technological transformation projects of subsidiaries, Basic
Nuclear Power Capability Improvement Project, Pumped Storage Capacity Improvement Project, the state-level power
generation equipment research center R&D base construction project, and the construction of digital workshops.

MAJOR ACQUISITIONS AND SALES OF SUBSIDIARIES, ASSOCIATES
AND JOINT VENTURES

On 18 July 2023, the Company entered into the Asset Purchase Agreement with Jiadian Co. Ltd, in which the Company
conditionally agreed to sell and Jiadian Co. Ltd conditionally agreed to purchase 51% equity interest in Harbin Electric Power
Equipment Company Limited. On 28 November 2023, all the conditions precedent to the disposal under the Asset Purchase
Agreement were fulfilled and Harbin Electric Power Equipment Company Limited ceased to be a subsidiary of the Company.
For further details, please refer to the Company’s announcements dated 18 July 2023 and 28 November 2023.

MAJOR FINANCIAL INDEXES

Profit

In 2023, net profit attributable to the owner of the parent company realized by the Company registered RMB574.76 million,
representing an increase of RMB476.12 million over the same period last year; earnings per share were RMB0.26. The increase

in profit of the Company was mainly due to the Company’s significant YoY revenue growth driven by its achievement in
expanding markets as well as the incomes from selling its 51% equities in Harbin Electric Power Equipment Company Limited.

Annual Report 2023
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Operating revenue
In 2023, the Company recorded an operating revenue of RMB28,840.86 million, representing an increase of 17.03% over the

same period last year, of which: RMB15,746.85 million for new-type power equipment, a year-on-year increase of 34.06%
(RMB8,013.58 million for thermal power equipment, a year-on-year increase of 17.79%; RMB3,443.63 million for hydropower

12 HARBIN ELECTRIC COMPANY LIMITED



MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Expenses for the period

In 2023, the Company incurred expenses of RMB3,481.48 million in the period, an increase of RMB700.50 million or 25.19%
year-on-year. Firstly, the accumulated administrative expenses amounted to RMB1,561.03 million, an increase of RMB265.71
million year-on-year, primarily due to factors such as the rise in employee salary levels and the fulfillment of performance-
based compensation for 2022; secondly, the accumulated selling expenses amounted to RMB622.17 million, a decrease
of RMB1.74 million year-on-year; thirdly, the accumulated finance expenses amounted to RMB299.65 million, an increase
of RMB164.54 million year-on-year, mainly due to the year-on-year loss from the forward exchange settlement; fourthly, the
accumulated research and development expenses amounted to RMB998.63 million, an increase of RMB271.98 million year-on-
year. The Company maintained a high level of investment in research and development.

Funding source and borrowing status

The Company financed its operation and development with four major funding sources, namely shareholder’s funds, trade
receivables from customers, bank borrowings and state-funded entrusted loans. The Company arranges borrowings based
on each specific project. Except for some exceptions, loans are usually raised by each of the Company’s subsidiaries
respectively within the annual financing budget. As of 31 December 2023, the balance of the Company’s borrowings amounted
to RMB6,147.79 million (31 December 2022: RMB7,606.82 million), all of which amounts were borrowed from various financial
institutions, such as commercial banks and state-funded entrusted loans, at LPR, and the decrease in the borrowings was
mainly due to the fact that the Company effectively supplemented the working capital through issuing domestic shares.
Among those borrowings, the amount repayable within one year amounted to RMB4,399.81 million, representing a decrease
of RMB815.11 million as compared with the beginning of the year; the borrowings repayable after one year amounted to
RMB1,747.98 million, representing a decrease of RMB643.92 million as compared to the beginning of the year. As of 31
December 2023, the Company’s borrowings were primarily in RMB and there was no amount due. The repayment plan has
been made for the borrowings that were not due, with no risk of default.

Monetary capital and cash flows

As of 31 December 2023, the monetary capital of the Company was RMB18,677.32 million, representing an increase of
RMB1,376.53 million as compared with the beginning of the year. During the period, the net cash flow generated from
operating activities of the Company was RMB2,284.20 million; the net cash flow from investing activities was RMB-1,708.54
million; the net cash flow from financing activities was RMB521.88 million. The Company experienced a significant increase in
its monetary capital due to factors such as increase in recoveries of payments for goods.

Annual Report 2023
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Asset structure and movements

As of 31 December 2023, the total assets of the Company amounted to RMB71,296.65 million, representing an increase of
RMB8,013.42 million or 12.66% as compared to the beginning of the year, out of which RMB60,626.58 million was current assets,
accounting for 85.03% of total assets; and RMB10,670.37 million was non-current assets, accounting for 14.97% of total assets.

Liabilities

As of 31 December 2023, total liabilities of the Company amounted to RMB56,709.16 million, representing an increase of
RMB5,799.49 million as compared to the beginning of the year, out of which RMB52,869.37 million was current liabilities,
accounting for 93.22% of the total liabilities; and RMB3,839.79 million was non-current liabilities, accounting for 6.78% of the
total liabilities. As of 31 December 2023, the gearing ratio of the Company was 79.54%. The scale of liabilities increased to
some extent due to factors such as increase in accounts payable and contract liabilities.

Owners’ interests
As of 31 December 2023, the total equity attributable to the owners of the parent company of the Company amounted to
RMB13,864.70 million, representing an increase of RMB2,136.75 million as compared to the beginning of the year; the net asset

value per share was RMB6.20, representing a decrease of RMB0.67 as compared with the beginning of the year. During the
period, the return rate on net assets of the Company was 4.6%.

GEARING RATIO

As of 31 December 2023, the Company’s gearing ratio (non-current liabilities over total shareholders’ equity) was 0.26:1,
compared with that of 0.41:1 at the beginning of the year.

CONTINGENT LIABILITIES AND PLEDGES

As of 31 December 2023, the Company had guarantees to the Company’s subsidiaries and guarantees between the
Company’s subsidiaries totaling RMB1,332.26 million, and there were no guarantees outside the Company. As of 31 December
2023, the Company pledged its assets of RMB86.84 million to secure loans for liquidity.

EXPOSURE TO FLUCTUATIONS IN EXCHANGE RATE

Some of the deposits of the Company are denominated in foreign currencies. As at 31 December 2023, the amount of the
Company'’s deposits in foreign currencies was equivalent to RMB703.95 million. The export business and businesses settled in
foreign currencies expose the Company to certain exchange risk.

HARBIN ELECTRIC COMPANY LIMITED



MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

USE OF FUND-RAISING PROCEEDS

As of 31 December 2023, the funds raised from the domestic share subscription conducted by the Company in 2017 (the “2017
Proceeds”) had an unused amount of RMB96 million (the “Related Proceeds”) for a nuclear power technology upgrade project
that had been clarified. Such Related Funds were originally expected to be used up before 31 December 2023, which has
been postponed to 31 December 2024 in accordance with the progress of the project.

The use of the 2017 Proceeds is as follows:

Intended amount of the Amount of the 2017 Remaining amount
Intended use of the 2017 Proceeds 2017 Proceeds used Proceeds used of the 2017 Proceeds Intended use time
(RMB100 million) (RMB100 million) (RMB100 million)
Investment in a joint venture
project on gas turbine 1.8 1.8 0

Investment in a nuclear power

technology upgrading project 4.86 3.9 0.96 By 31 December 2024
Purchase of raw materials for the

production and operation of

the nuclear power business 3 3 0
Purchase of raw materials for the

production and operation of

the gas turbine business 1.47 1.47 0
Conducting financial leasing

business 1.54 1.54 0
Total 12.67 11.71 0.96

As of 31 December 2023, RMB697 million of the funds raised from the domestic share subscription conducted by the Company
in 2023 (the “2023 Proceeds”) had been used, and the remaining RMB1 billion will be used as planned for the working capital
of the Company’s daily operations over the next two years.

The use of the proceeds in 2023 was as follows:

Intended amount of the Amount of the Remaining amount
Intended use of the proceeds in 2023 proceeds used in 2023 proceeds used in 2023 of proceeds in 2023 Intended use time
(RMB100 million) (RMB100 million) (RMB100 million)
Daily administrative expenses and loan
repayment 1.97 1.97 0
Working capital supplement 15 5 10 By 31 December 2025
Total 16.97 6.97 10

The Company has fully utilized its remaining proceeds from issuance of shares and bonds in previous years.

Annual Report 2023
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

OUTLOOK

In the Analysis and Forecast Report on the Situation of Electricity Supply and Demand in China for 2024 released by China
Electricity Council, it is pointed out that, driven by the rapid development of new energy power generation, the total installed
capacity of power generation newly put into operation in 2024 will again exceed 300 million kilowatts, which is basically the
same as that in 2023. By the end of 2024, the total installed capacity of power generation is estimated to reach 3,250 million
kilowatts, a YoY increase of 12%. Specifically, the installed capacity of thermal power will be 1,460 million kilowatts, including
about 1,200 million kilowatts from coal-fired power, with its share in the total installed capacity declining to 37%. The installed
capacity of non-fossil energy power generation is estimated to reach 1,860 million kilowatts, with its share in the total installed
capacity increasing to approximate 57%. The installed capacity of wind power and solar power generation is estimated to
reach 530 million kilowatts and 780 million kilowatts respectively and the combined installed capacity of wind power and solar
power will exceed that of the coal power, with the combined share in the total installed capacity up to approximate 40%.

The year 2024 is a crucial year for the Company to achieve the objectives and tasks laid down in the 14th Five-Year Plan, and
an important year for the Company to realize a high level of development. The Company will adhere to the guidance by Xi
Jinping’s thought of socialism with Chinese characteristics in the new era, fully implement the new development philosophy,
support the construction of the new development pattern, coordinate the high-quality development and the high-level security.
The Company will stick to the general principle of seeking progress while maintaining stability, promoting stability through
progress, and establishing the new before abolishing the old. While making efforts to transform the growth model, make
structural adjustments, improve quality, and enhance performance, the Company will strive to reinforce core functions and core
competitiveness, and anchor the development goal of building itself into a world-class equipment manufacturing enterprise.
Adhering to the direction of high-end, intelligent and green development of the industry, the Company will accelerate the
building of the “three systems” industrial layout, and implement the “three steps” work arrangement, striving to “achieve
results” in a high-level manner and open a new chapter of high-quality development. First, the Company will coordinate the
high-quality development and the high-level security, improve the quality of economic operation, strengthen market exploration,
enhance the ability to fulfill commitments, and build a strong defense line against risks; second, the Company will accelerate
scientific and technological innovation to create new productivity, strengthen the national strategic scientific and technological
forces, speed up the breakthroughs in the R&D of core technologies, continue to improve the innovation mechanism, and
strengthen the training of the talent team; third, the Company will focus on the construction of a good and strong manufacturing
base for heavy equipment to accelerate the industrial upgrade, accelerate the optimization and improvement of the industrial
system, vigorously develop strategic emerging industries and future industries, and continue to promote industrial technology
upgrade; fourth, the Company will accelerate the digitalization to build new competitive advantages, comprehensively enhance
the effectiveness of intelligent manufacturing, make every effort to improve the level of product digitization, and enhance the
level of information management in an all-round manner; fifth, the Company will vigorously deepen the reform to stimulate
the endogenous impetus, take active actions, constantly improve the corporate governance and the market-based business
operation mechanism; sixth, the Company will promote lean operation and management, emphasize the lean cost management
and comprehensively improve product quality and services. While accelerating the high-quality development to grow into
a world-class enterprise, the Company will strive to make greater contributions to China’s ambitious blueprint of building a
modern socialist country in all respects and advancing the great rejuvenation of the Chinese nation on all fronts.
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DIRECTORS
Executive Directors

Mr. Cao Zhi-an (“Mr. Cao”), born in 1962, holds a master’s degree in engineering and title of senior economist, and is
currently an executive Director, chairman of the board of Directors and the secretary of the Party Committee of the Company,
and the chairman of the board of Directors and the secretary of the Party Committee of Harbin Electric Corporation* (O O O
00O0000D000). Mr. Cao obtained a master’s degree in engineering from North China Electric Power University majoring in
thermal engineering. He served as the deputy officer of the Personnel and Director Management Department of the State Power
Corporation* (0 O 0O O 0O O), officer of the Ideological and Politics Work Office, officer of the Administrative Office, officer of
the Personnel Director Department and assistant to the general manager of the State Grid Corporation of China* (0 00O OO
0). He served as the deputy general manager and member of the Party Group of the State Grid Corporation of China since
April 2006, and served as the Director, general manager and deputy secretary of the Party Group of the China Southern Power
Grid Company Limited* (000000000 0OO0O) since July 2015. He has been serving as the chairman of the Board and
the secretary of Party Committee of Harbin Electric Corporation since November 2021. He has been serving as an executive
Director, the chairman of the board of Directors and the secretary of Party Committee of the Company since December 2021.

Mr. Huang Wei (“Mr. Huang”), born in 1965, holds a doctor’s degree and the title of senior engineer, and is currently an
executive Director, President and deputy secretary of the Party Committee of the Company, as well as a director, general
manager and deputy secretary of the Party Committee of Harbin Electric Corporation. Mr. Huang graduated from the
Department of Power and Mechanical Engineering at Shanghai Jiaotong University with a bachelor’'s degree in marine
power machinery, graduated from the Department of Thermal Engineering at Chongqing University with a master’s degree
in thermal engineering, and later obtained a doctor’'s degree from Southwestern University of Finance and Economics. Mr.
Huang successively served as a key technician of the complete set design department of Dongfang Power Equipment Union
Company Limited (D00 O OO ODOO0O), deputy manager of the thermal power department of importation and exportation
branch of Dongfang Electric Corporation (000000000000 O0O), and deputy general manager and general manager
of importation and exportation branch of Dongfang Electric Corporation. He served as deputy general manager of Dongfang
Electric Corporation (0000 O0OOOODOODO) from June 2000 to February 2007. He served as deputy general manager and
a member of the Party Committee of State Nuclear Power Technology Corporation from February 2007 to September 2008.
From September 2008 to April 2021, he successively served as deputy general manager, a member of the Party Committee,
deputy general manager, deputy secretary of the Party Committee, director, deputy secretary of the Party Committee of
Dongfang Electric Corporation (during June 2009 to April 2021, he also served as a director of Dongfang Electric Corporation
Limited (OO OO0OODOOOO), and during August 2017 to May 2019, he also served as senior vice president of Dongfang
Electric Corporation Limited). From April 2021 to March 2023, he served as a director and the deputy secretary of the Party
Committee of Dongfeng Motor Corporation (0 00 00O OO 0O0O), and from June 2021 to May 2023, he concurrently served
as a non-executive director of Dongfeng Motor Group Company Limited (C OO OO0 OO OO ODO). Since March 2023, he has
served as a director, general manager and deputy secretary of the Party Committee of Harbin Electric Corporation. Since April
2023, he has served as the deputy secretary of the Party Committee of the Company. He has been an executive Director and
President of the Company since May 2023.
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DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT (CONTINUED)

Mr. Zhang Ying-jian (“Mr. Zhang”), born in 1964, holds a master’s degree and is a senior engineer. He currently resigned
as the executive Director of the Company. Mr. Zhang graduated from the Department of Thermal Engineering at Tsinghua
University with a bachelor’'s degree in gas turbines and subsequently obtained a master's degree from Harbin Institute of
Technology. Mr. Zhang joined HE in 1991. He was formerly a project engineer, project manager, business representative,
deputy Director 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 in September 2007, a non-executive Director of the Company in January 2013, an executive Director of
the Company from March 2013 to January 2021 and a senior vice president of the Company from March 2013 to August 2021.
He has been a director and the deputy secretary of the Party Committee of HE since July 2022 and the executive director and
the deputy secretary of the Party Committee of the Company since August 2022. He resigned as the executive Director and
deputy secretary of the Party Committee of the Company in March 2024.

Mr. Wu Wei-zhang (“Mr. Wu”), born in 1962, is a senior engineer at researcher level with a doctor’s degree, and has
retired. Majoring in Hydraulics and River Dynamics, Mr. Wu graduated from Tsinghua University with a master’s degree and
subsequently obtained a doctorate degree at Tsinghua University. Mr. Wu has been a deputy Director and deputy head of
the turbine department of Electrical Machinery Institute of the Harbin Electrical Machinery Plant, a deputy factory manager
of hydropower workshop, a deputy chief engineer and a deputy manager of the product design department of the Electrical
Machinery Company. Mr. Wu was appointed as the deputy general manager of the Electrical Machinery Company in 1999 and
then the chairman and general manager in October 2000 respectively. He also holds various social posts, including a member
of academic committee of National Key Laboratory of Hydroelectric Power Generating Equipment (D 000000000 O0OO)
and the vice chairman of the seventh session of council of China Energy Research Society (0 0 0O 0O O O O). 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. He has been the President of the Company since March 2013, and resigned as an executive Director and
the President of the Company in May 2023.

Independent Non-Executive Directors

Mr. He Yu (“Mr. He”), born in 1957, is a senior engineer at researcher level with postgraduate degree and a doctoral degree
in management. He is currently an independent non-executive Director of the Company. Mr. He graduated from Huazhong
University of Science and Technology, and had held various positions such as deputy general manager of Guangdong Nuclear
Power Joint Venture Co., Ltd., deputy general manager, member of the party group, general manager, member of the party
committee of China Guangdong Nuclear Power Corporation Co., Ltd.. He served as the chairman of the Board, secretary of the
party committee of China General Nuclear Power Corporation (renamed in April 2013, formerly known as China Guangdong
Nuclear Power Corporation Co., Ltd.) in April 2010. He retired in July 2020, and served as an independent non-executive
Director of the Company since January 2021.
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Mr. Hu Jian-min (“Mr. Hu”), born in July 1954, holds a bachelor degree and the title of senior engineer and serves as an
independent non-executive Director of the Company and an independent Director of China first heavy industries. Mr. Hu was
graduated from Shandong Institute of Technology, majoring in power system relay protection and automation. He served as
a chief engineer of Shandong Electric Power Industry Bureau (Shandong Electric Power Group Corporation), deputy general
manager and party leadership group member of Huaneng Power International, Inc., deputy chief engineer, assistant to general
manager of China Huaneng Group, executive Director and general manager, and secretary of the party committee of Huaneng
Hulunbuir Energy Development Co., Ltd.. He has been the chief engineer, deputy general manager, party leadership group
member of China Huaneng Group since 2009, and retired in September 2014. He has been an independent Director of China
First Heavy Industries since May 2015. He has been appointed as independent non-executive Director of the Company since
March 2017.

Mr. Tang Zhi-hong (“Mr. Tang”), born in 1960, is a senior economist with a university degree. He is now an independent non-
executive Director of the Company, and an independent non-executive director of Postal Savings Bank of China Co., Ltd. Mr.
Tang graduated from Jilin University and had served as secretary of party committee and president of Liaoning Jinzhou branch
of the People’s Bank of China and Director of Jinzhou branch of the State Administration of Foreign Exchange, vice president of
Shenyang branch, president of Lanzhou branch, secretary and president of the party committee of Shanghai branch, secretary
and Director of the party committee of the Shenzhen management department of China Merchants Bank, member of the party
committee and assistant to the president of China Merchants Bank. He had been the vice president and member of the party
committee of China Merchants Bank in May 2006, retired in April 2020, and served as an independent non-executive Director
of the Company since January 2021 and an independent non-executive director of Postal Savings Bank of China Co., Ltd.
since November 2022.

Mr. Pan Qi-long (“Mr. Pan”), born in February 1965, holds a bachelor’'s degree, is a research librarian and currently a non-
executive Director of the Company, a full-time external director of a central enterprise, an external director of China RongTong
Asset Management Group Corporation Limited* (00 0000000 O0O 0O OO) and an external director of China Iron & Steel
Research Institute Group. Mr. Pan graduated from Wuhan University with a bachelor’'s degree in library science. Mr. Pan
successively served as a cadre of the institute of nuclear intelligence, deputy director of the development research department
of the policy research office of China National Nuclear Company* (0 0 0 0O 0O OO O), director of the department of policy
research and reform of China National Nuclear Corporation (CNNC)* (DO O OO OODOO) (“CNNC”), general manager and
deputy secretary of the Party Group of China Baoyuan Industry and Trade Company* (0 O O 0O O 0O O O), general manager and
deputy secretary of the Party Group of China National Nuclear Instrument and Equipment Corporation* (0 0000000 O0O),
general manager and deputy secretary of the Party Committee of China National Nuclear Baoyuan Assets Holding Company* (O
O0000000000D00), president and secretary of the Party Committee of Nuclear Science and Technology Information and
Economics of China* (000000 O0OO0OODOO), chairman and secretary of the Party Committee of China National Nuclear
Strategic Planning and Research Institute Co., Ltd* (D0 000000000 OO0O) and deputy chief economist of CNNC, and
during such period, he also served as the vice chairman of the board of directors of CNNC SUFA Technology Industries Co.,
Lid*» (O 0000000000 00OO) from November 2010 to February 2016. He has served as a full-time external director
of a central enterprise since September 2022, an external director of China RongTong Asset Management Group Corporation
Limited since November 2022, and an external director of China Iron & Steel Research Institute Group Co., Ltd* (00O OO O
00 0000) since June 2023. He has served as an independent non-executive Director of the Company since August 2023.
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Mr. Chen Guo-qing (“Mr. Chen”), born in 1964, a senior engineer with postgraduate qualifications. He currently resigned as
the independent non-executive Director of the Company. Mr. Chen graduated from Chongqing University and had served as
deputy Director and member of the party committee of the Three Gorges Dam Hydropower Station, assistant to the general
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Mr. Zhao Xin (“Mr. Zhao”), born in 1978, is a senior accountant, international certified management accountant with a
postgraduate degree. He now serves as a supervisor representing employees of the Company and the chief accountant of
Electric Machinery Company. Mr. Zhao graduated from Anshan Iron and Steel College and later obtained a master's degree
in business administration from Harbin Institute of Technology. Mr. Zhao successively served as the deputy manager of the
finance office of Boiler Company, assistant to the manager, assistant to the manager and director of the accounting department
of HE and the Company’s financial assets department, and the deputy general manager and chief accountant of Finance
Company. Since November 2019, he has served as the chief accountant of Electric Machinery Company and a supervisor
representing employees of the Company since January 2021.

SENIOR MANAGEMENT

Mr. Lu Zhi-giang (“Mr. Lu”), born in 1973, is a holder of a doctoral degree in engineering and a senior engineer of researcher
level. He is currently a deputy secretary of the Party Committee and senior vice president of the Company, and a deputy
secretary of the Party Committee of HE. Mr. Lu graduated from Harbin Institute of Technology with a degree in thermal turbine,
and obtained a Ph.D. in dynamical machinery and engineering from Harbin Institute of Technology. Mr. Lu has served as
a deputy head of the design research center, vice principal of the research institute, head of the technical management
department and deputy chief engineer of Turbine Company. He served as the assistant to the general manager of Turbine
Company in September 2009, deputy general manager of Turbine Company in June 2011, executive deputy general manager
of Turbine Company in March 2015, general manager and deputy secretary of the Party Committee of Turbine Company in
January 2016, chairman and secretary of the Party Committee of Harbin Turbine Company Limited in March 2017, standing
committee member of the Party Committee and deputy general manager of HE since August 2018, and a senior vice president
and standing committee member of the Party Committee of the Company since November 2018. He has served as a deputy
secretary of the Party Committee of HE and a deputy secretary of the Party Committee of the Company since March 2024.

Mr. Shen Tong (“Mr. Shen”), born in 1972, is a professor level senior engineer with a postgraduate degree. He now serves
as a senior vice president and standing member of the Party committee of the Company, and deputy general manager and
standing member of the Party committee of Harbin Electric Corporation. Mr. Shen graduated from Tsinghua University, and
subsequently received his master’s degree from Tsinghua University. Mr. Shen has successively served as director and deputy
head of the production department of Qigihar Power Bureau, secretary to the Party group of the general manager’s department
of Northeast China Power Grid Company Ltd., head of Jinzhou Ultra High Voltage Bureau, director of the general manager’s
department and director of the press center of Northeast China Power Grid Company Ltd., secretary to the committee of the
Communist Youth League and deputy director of the ideological and political work department of State Grid Corporation,
deputy general manager and member of the Party group of State Grid Shanxi Electric Power Company*, director, general
manager and deputy secretary to the Party committee of State Grid Shaanxi Electric Power Company*, chairman of the board
of directors and secretary to the Party committee of State Grid Qinghai Electric Power Company*. He has served as deputy
general manager and standing member of the Party committee of Harbin Electric Corporation since February 2021, and served
as a senior vice president and standing member of the Party committee of the Company since August 2021.
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Mr. Du Xing-kai (“Mr. Du”), born in 1967, holds a bachelor's degree and title of senior accountant at professor level, and is
currently the senior vice president and the member of the Standing Committee of the Party Committee of the Company, the
chief accountant and the Standing Committee member of the Party Committee of HE. Mr. Du graduated from the Department of
Management Engineering, Northeast Institute of Technology with a bachelor’'s degree in industrial accounting. Since then, Mr.
Du has served as deputy director and director of the capital operation department of the financial planning division of Angang,
director, deputy general manager and general manager of Angang Financial Company Limited, general manager of the capital
operation department of Angang Group Company Limited, and director of Angang Group (Hong Kong) Holdings Limited. In
November 2020, he was appointed as assistant general manager and general manager of the capital operation department of
Ansteel Group Company Limited, and in February 2021, he was appointed as chairman of Ansteel Capital Holding Co., Ltd..
He has been the chief accountant and a member of the Standing Committee of the Party Committee of HE since July 2022, and
a senior vice president and a member of the Standing Committee of the Party Committee of the Company since August 2022.

Mr. Qiu Xiliang (“Mr. Qiu”), born in 1968, is a senior engineer at researcher level with a master's degree in engineering. He
is currently the vice president of the Company, chairman and the party committee secretary of Turbine Company. Mr. Qiu
graduated from the Harbin Institute of Technology and obtained a master’'s degree in engineering from the Harbin Institute
of Technology. Mr. Qiu had served as the deputy chief technician and deputy director of technical room of cooling branch
factory, manager of cooling branch factory, manager, deputy general manager, chairman and general manager and deputy
secretary of party committee of hydropower workshop of Electric Machinery Company, general manager of Power Station
Service Division of the Company. Since February 2017, he has served as the general manager and secretary of the Party
Branch of Power Station Service Division of the Company. He has also served as the chairman and the party committee
secretary of Turbine Company since August 2020 and the vice president of the Company since January 2021.

Mr. Wang Gui (“Mr. Wang”), born in 1967, is a senior engineer at researcher level with a doctorate’s degree. He is currently
the vice president of the Company, chairman and the party committee secretary of Electric Machinery Company. Mr. Wang
graduated from Changchun Institute of Optics and Fine Mechanics and obtained a doctorate’s degree in engineering from
the Harbin Institute of Technology. Mr. Wang had served as the deputy chief economist and head of project management
department, manager of hydropower workshop of Electric Machinery Company. He also served as the director and general
manager, chairman and general manager of Electric Power Equipment Company, deputy general manager of Electric
Machinery Company, head of technology and quality department of the Company. Since August 2018, he has served as
chairman and the party committee secretary of Electric Machinery Company and the vice president of the Company since
January 2021.

Mr. Yu Long (“Mr. Yu”), born in 1965, holds a master’'s degree and title of senior engineer at the researcher level, and is
currently the vice president of the Company, and the chairman of the board of directors and secretary of the Party Committee
of Harbin Boiler Factory Co., Ltd. (“HB”). Mr. Yu graduated from the Department of Thermal Engineering at Tsinghua University
with a bachelor’s degree in thermal engineering. Since then, Mr. Yu has served as the deputy director, deputy chief engineer
and deputy general manager of the design department of HB, secretary of the Party Committee and executive deputy general
manager of the steam power division of the Company. In January 2018, he was appointed as the secretary of the Party
Committee and general manager of the steam power division of the Company, and in March 2019, he was appointed as the
vice chairman, general manager and deputy secretary of the Party Committee of Harbin Boiler Company Limited. He has
served as the chairman of the board of directors and secretary of the Party Committee of Harbin Boiler Company Limited since
July 2022, and the vice president of the Company since August 2022.
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Mr. Chen Dong-shi (“Mr. Chen”), born in June 1971, holds a master’'s degree and the title of senior engineer, is currently the
vice president of the Company, the general manager of marketing department and general manager of safety, environment
and quality control department of HE. Mr. Chen graduated from Shenyang Institute of Technology majoring in metal corrosion
and protection, and later obtained a master’'s degree in engineering from Harbin Engineering University majoring in project
management. He successively served as a craftsman, deputy director of the cadre office of the organization department of
the Party Committee, deputy director and director of the steam turbine branch (O O O O) of Harbin Electric Machinery Co.,
Lid* (0000000000 00), head of the organization department of HE and the Company, deputy general manager of
Harbin Boiler Co., Ltd* (0O OOOO0OOOODOO
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DIRECTORS’ REPORT

PRINCIPAL ACTIVITIES

The Company is mainly engaged in the manufacture and sales of various kinds of power generation equipment and provision
of power station engineering services, and its major businesses currently include: New-type power equipment, mainly including
thermal power equipment, hydropower equipment, nuclear power equipment, steam equipment, energy storage equipment,
etc.; green and low carbon driven equipment, mainly including marine equipment, etc.; clean and efficient industrial system,
mainly including environmental protection products, industrial petrochemical equipment, etc.; EPC and trading, including
general contracting of power systems, drive systems, etc.; modern manufacturing and service industry, including energy
equipment renovation, spare parts sales, operation and maintenance, inspection and other related businesses. There were no
significant changes in the Company's principal activities during the Reporting Period.

The operations of the Company are mainly located in China, with approximate four-fifth of its revenue deriving from China
during 2023. In 2023, the revenue from export of the Company amounted to RMB4,662.18 million, representing 16.17% of the
Company’s operating income, representing a year-on-year decrease of RMB9.13 million. The Company’s major regions for
export included Asia, North America, Europe and other regions, which respectively amounted to RMB3,485.07 million to Asia,
RMB882.94 million to North America and RMB204.68 million to Europe.

BUSINESS REVIEW

Details of a fair review of the Company’s business in 2023, key financial performance indicators and possible future
developments of the Company are set out in the section headed “Management Discussion and Analysis” of this annual report.

Principal Risk and Uncertainties

In 2023, with the goal of “strengthening internal control, preventing risks, and promoting compliance”, the Company
coordinated high-quality development and high-level safety, fully committed to constructing a compliance and risk control
system that covers the entire group, all staff, all fields, and all systems, with “horizontal coordination and vertical integration”
as its core, strived to institutionalize and normalize the efforts of preventing and mitigating major risks, continued to improve
the risk management mechanism, strengthened risk assessment and response, focused on preventing and resolving major
systemic risks, and strived to improve enterprise risk management and control capabilities. The Company ensured the
operation and management of the year were legal and compliant, and major risks were under control. During the year, the
principal risks and countermeasures of the Company were as follows:

1. International operation risk: At present, the uncertainty of the world economy is significantly increasing, and the
possibility of risks caused by changes in the political and economic situation of the countries where foreign-related
business is located continues to rise. Moreover, foreign-related contracts are usually denominated in US dollars,
and exchange rate fluctuations may have a certain impact on the Company’s operating performance. In this regard,
the Company conducted in-depth research and analysis of overseas market policies and environment. When
selecting projects, the Company tried to avoid countries or regions with greater risks in the political environment
and natural environment; in the process of project implementation, the Company strictly followed the requirements
of risk management and control, and did a good job of project risk assessment, identification and response, as
well as safeguarded its legitimate rights and interests according to law; the Company continued to consolidate the
management foundation for hedging foreign exchange transaction risks, and strictly controlled the risks that may be
caused by exchange rate fluctuations.
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2. Reform and transition risks: The Company is engaged in the equipment manufacturing industry, which is considerably
influenced by national policies. The country is vigorously promoting the transformation and upgrade of industrial
structure and accelerating the development of new energy, green and low-carbon economy, which poses new
challenges to the Company’s judgment and execution in promoting reform and transformation and adapting to changes
in the external environment such as industry development and market competition. In this regard, the Company has
coordinated the green and low-carbon transformation of its industry, accelerated the construction of a new power
system, a green and low-carbon drive system and a clean and efficient industrial system with new energy as the
mainstay, and further enhanced its core competitiveness and sustainable development capability.

3. Market competition risk: The clean energy and low-carbon transformation in the “14th Five-Year Plan” provides rare
opportunities for the energy equipment manufacturing industry, and also puts forward urgent requirements for the
technological upgrade and leapfrogging of energy equipment manufacturing enterprises. The market competition will
then become increasingly fierce. In this regard, the Company will strive for better product, better quality and better
service, solidly promote the special action of quality and efficiency improvement and win the trust of customers by
continuously promoting business and product innovation, technology research and development, improving product
competitiveness, increasing market development efforts, and improving service capability levels.

Compliance with Relevant Laws and Regulations

In 2023, none of non-compliant events occur to the Company with respect to relevant laws and regulations that have a
significant impact on the business of the Company. Relevant laws and regulations are listed as follows:

Principal Laws and

Regulations Key Scope Compliance Measures
Civil Code of the People’s The Company’s business contract signed 1. Business contracts signed by each
Republic of China with customers must comply with basic business department of the Company need
requirements stipulated in the Civil Code. to be reviewed by the Company’s legal
advisers.

2. The legal adviser puts emphasis on
reviewing the main terms of the contract
subject, contract subject, quantity, quality,
price or remuneration, performance period,
place, method, liability for breach of
contract and dispute resolution, proposes
amendments and controls contract legal
risk of the Company.
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Principal Laws and
Regulations Key Scope

Compliance Measures

Securities Law of the People’s Relevant regulations required to comply with
Republic of China and the by the Company as a securities issuer.
Rules Governing the Listing
of Securities on The Stock
Exchange of Hong Kong
Limited

The Company Law of the The Company establishes and regulates
People’s Republic of China its governance structure, organizational
structure and operational conduct in

accordance with the law.

Tendering and Bidding Law  The tendering activities and procurement of
of the People’s Republic of the Company must be strictly carried out in

China accordance with the Tendering and Bidding
Law.

Labor Law of the People’s When entering into or terminating an

Republic of China and employer-employment relationship, provisions

Labor Contract Law of the  of the Labor Law and the Labor Contract Law
People’s Republic of China must be followed by both the Company and
employees.

The Company appoints professional legal
advisers to assist with related work as the
securities issuer and formulates related
systems to regulate internal governance and
information disclosure and other related works.

The Company formulates its Articles of
Association in accordance with the Company
Law, which must be subject to legal
compliance review by the Company's legal
advisers. The Company's legal advisers
also conduct legal reviews and issue legal
opinions on significant matters relating to the
Company's operations.

1. The Company establishes Harbin Electric
Materials Co., Ltd. (0O OOOOOO
000) to fully implement the relevant
procurement and tendering policies, laws
and regulations of the country and higher
level units, and organize and promote the
implementation of centralized procurement
tendering work.

2. In accordance with the “Administrative
Measures on Tendering Procedures” and
other regulations, the Company must
conduct open tendering or selective
tendering if purchases of goods or services
reach certain amount.

A fixed labor contract model and cancelling
clauses reviewed by the legal department
should be possessed by the human resources
department of the Company.
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Employees, Major Customers and Suppliers

1. Employees
As of 31 December 2023, the Company had 11,283 employees, of which female employees totaled 1,773, accounting
for 15.71%, 1,005 employees aged above 55, accounting for 8.91%; 1,238 employees aged 51-54, accounting for
10.97%, 3,418 employees aged 41-50, accounting for 30.29%, 2,318 employees aged 36-40, accounting for 20.54%;
and 3,304 employees aged below 35, accounting for 29.28%.
In 2023, the Company organized 1,397 classes in total for various trainings, with 31,300 persons participating in.

2. Major suppliers
In 2023, the contract value of the Company's top five suppliers was RMB2,765 million, accounting for 8.48% of the total
procurement volume (RMB32,590 million). Among them, the largest supplier had a contract value of RMB1,274 million,
accounting for 3.91% of the total procurement volume of the Company.

& Major customers

During 2023, the Company’s top five customers contributed 15.93% of total operating revenue, of which the largest
customer accounted for 3.50% of total operating revenue.

None of the Directors, Supervisors, their associates and any shareholders of the Company (which to the knowledge of

the Board of Directors own 5% or above of the Company’s shares) has any interest in the above-mentioned suppliers or
customers.

RESULTS

As of 31 December 2023, the operating income of the Company amounted to RMB28,840.86 million, and net profit attributable
to the owners of the parent company was RMB574.76 million. The results of the Company for the year ended 31 December
2023 are set out in the consolidated income statement of this annual report.

DIVIDEND

Based on the Company'’s total share capital of 2,236,276,000 shares, the board of directors recommends a final dividend of
RMBO0.052 per share (tax inclusive) for the year 2023, representing 20.23% of the Company’s earnings per share for the year
2023, for a total dividend of RMB116,286,352.00.

The dividends of H-share shareholders will be paid in HKD at the market exchange rate of RMB against HKD published by the
People’s Bank of China five days prior to 28 March 2024, that is, RMB1 is equivalent to HK$1.1021, and the dividend of H-share

shareholders will be HK$0.0573 per share.

The Company will review and approve the 2023 final dividend distribution plan at the 2023 Annual General Meeting of
Shareholders to be held on 24 May 2024.

No shareholder has told the Company to waive or agree to waive any dividend as of 31 December 2023.
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CLOSURE OF REGISTER FOR THE PURPOSE OF DIVIDEND PAYMENT

The final dividend for the year of 2023 of the Company will be distributed on 24 July 2024, and the register of members of
the Company will be closed from 17 June 2024 to 21 June 2024 (both dates inclusive). Final dividends for the year of 2023 of
the Company will be distributed to shareholders whose names appear in the register of members of the Company on 17 June
2024.

In order to be qualified for the final dividends for 2023, all duly completed transfers of shares together with the relevant share
certificates must be lodged with Hong Kong Registrars Limited, the Company’s share registrar in Hong Kong, at Shops 1712-
1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Wan Chai, Hong Kong (for the holders of the H Shares only) or the
Company’s principal place of business in the PRC at 1399 Chuangxinyi Road, Songbei District, Harbin, Heilongjiang Province,
the PRC (for the holders of the Domestic Shares only) not later than 4:30 p.m. on 14 June 2024.

DIVIDEND TAX

Pursuant to the Individual Income Tax Law of the People’s Republic of China (0 OO0OOOOOOODOOOOD), the
Implementation Regulations of the Individual Income Tax Law of the People’s Republic of China O OO0 000000000
000000 and other relevant requirement, the Company will withhold and pay the individual income tax in respect of the
dividend (bonus) received by individual shareholders of H shares from the Company. Individual shareholders of H shares of the
Company may be entitled to certain tax preferential treatments pursuant to the tax treaties between the PRC and the countries
in which the individual shareholders of H shares are domiciled and the tax arrangements between Mainland China and Hong
Kong (Macau). The Company will determine the residence of the individual shareholders of H shares based on the registered
address as recorded in the register of shareholders on the book closure date. The specific arrangement will be as follows:

For individual shareholders of H shares who are residents of Hong Kong or Macau and countries which entered into a tax
treaty with the PRC stipulating a dividend tax rate of 10%, the Company will withhold and pay individual income tax at the rate
of 10% on their behalf; for individual shareholders of H shares who are residents of countries which entered into a tax treaty
with the PRC stipulating a dividend tax rate of less than 10%, the Company will withhold and pay individual income tax at the
rate of 10% on their behalf. Individual shareholders of H shares may apply for refund of excess amount of individual income
tax withheld by providing relevant information for approval by taxation authority; for individual shareholders of H shares who
are residents of countries which entered into a tax treaty with the PRC stipulating a dividend tax rate of more than 10% but less
than 20%, the Company will withhold and pay individual income tax at the effective rate stipulated by the relevant tax treaty
on behalf of the relevant shareholders; for individual shareholders of H shares who are residents of countries which entered
into a tax treaty with the PRC stipulating a dividend tax rate of 20% or has not entered into any tax treaties with the PRC, the
Company will withhold and pay individual income tax at the rate of 20% on behalf of the relevant shareholders; according to
the “PRC Individual Income Tax Law” {0 0000000 00O 0O O O0), the Company will withhold and pay dividend income tax
at the rate of 10% on behalf of the non-resident corporate shareholders.

According to the requirements of local tax authorities, the individual shareholders of H share of the Company who need
personal income tax clearance certificates shall provide their passport information, therefore, for those individual shareholders
of H share of the Company who need the personal income tax clearance certificates, please delivery the copy or scanning
copy of their passports to the contact address of the Company before 30 days from the date of the dividend payment, and
for those shareholders of H share who fail to provide their passport information, the Company will withhold and pay individual
income tax collectively.

HARBIN ELECTRIC COMPANY LIMITED



DIRECTORS’ REPORT (CONTINUED)

CONFIRMATION OF INDEPENDENCE OF INDEPENDENT NON-EXECUTIVE
DIRECTORS

The Company confirmed to have received annual confirmation of independence from each independent non-executive director
pursuant to Rule 3.13 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Listing
Rules”), confirming all independent non-executive Directors are independent.

INTERESTS OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT
IN THE SHARE CAPITAL

As of 31 December 2023, none of the directors, supervisors and senior management of the Company had any interest or short
position in the shares, underlying shares and debentures (as the case may be) of the Company and any of its associated
corporations (within the meaning of Part XV of the Securities and Futures Ordinance (SFO)) which was required to be notified
to the Company and the Hong Kong Stock Exchange (including interest or short position which any such director, supervisor or
senior management is taken or deemed to have under such provisions of the SFO) pursuant to the SFO or which was required
to be recorded in the Register kept by the Company pursuant to section 352 of the SFO or which was required to be notified
to the Company and the Hong Kong Stock Exchange pursuant to the Model Code for Securities Transactions by Directors of
Listed Issuers as contained in Appendix C3 to the Listing Rules.
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DIRECTORS’ REPORT (CONTINUED)

REMUNERATION OF DIRECTORS AND SUPERVISORS

Remuneration of directors and supervisors of the Company was approved at the general meeting of the Company, in which
executive directors, shareholder representative supervisors and employee supervisors will not receive any remuneration
as directors and supervisors. The remuneration of independent non-executive directors was determined with reference to
remuneration of the relevant personnel of companies engaging in similar business or with similar scale as the Company. None
of the directors waived or agreed to waive any remuneration.

The remuneration of the directors and supervisors of the Company as of 31 December 2023 is as follows:

Unit: RMB
Contribution to
Salaries and retirement benefits
Fees other benefits scheme Total

Executive Directors
Mr. Cao Zhi-an 0.00 0.00 0.00 0.00
Mr. Huang Wei

(Appointed in May 2023) 0.00 360,288.00 27,171.84 387,459.84
Mr. Zhang Ying-jian 0.00 561,000.00 37,036.80 598,036.80
Mr. Wu Wei-zhang

(Resigned in May 2023) 0.00 303,028.00 12,345.60 315,373.60
Total 0.00 1,224,316.00 76,554.24 1,300,870.24
Independent Non-Executive

Directors
Mr. He Yu 0.00 100,000.00 0.00 100,000.00
Mr. Hu Jian-min 0.00 80,000.00 0.00 80,000.00
Mr. Tang Zhi-hong 0.00 80,000.00 0.00 80,000.00
Mr. Pan Qi-long

(Appointed in August 2023) 0.00 0.00 0.00 0.00
Mr. Chen Guo-ging

(Resigned in August 2023) 0.00 0.00 0.00 0.00
Total 0.00 260,000.00 0.00 260,000.00
Supervisors
Mr. Liu Wei-min 0.00 562,450.00 37,036.80 599,486.80
Mr. Zhang Jun 0.00 967,056.00 33,816.96 1,000,872.96
Mr. Yang Yu-long 0.00 755,770.00 37,036.80 792,806.80
Mr. Zhao Xin 0.00 808,412.00 37,036.80 845,448.80
Total 0.00 3,093,688.00 144,927.36 3,238,615.36

HARBIN ELECTRIC COMPANY LIMITED



DIRECTORS’ REPORT (CONTINUED)

FIVE HIGHEST PAID PERSONNEL

As of 31 December 2023, the five highest paid personnel in the Company are all senior management of the Company and
its subsidiaries, with four of them having remuneration over HK$1 million but below HK$1.5 million and one of them having
remuneration over HK$1.5 million but below HK$2 million.

Unit: RMB
Contribution to
Salaries and retirement benefits
Fees other benefits scheme Total
Total remuneration of the five highest
paid personnel 0.00 5,472,699.00 182,083.20 5,654,782.20

CONTINGENT LIABILITIES — GUARANTEES

As of 31 December 2023, total internal guarantees in favour of the Company made by the Company and its subsidiaries
amounted to RMB1,332.26 million. No external guarantee was provided.

PERMITTED INDEMNITY PROVISION

As provided by applicable laws, each director of the Company is entitled to be indemnified by respective companies for all
costs, charges, losses, fees and liabilities which arise from or are connected to the execution and performance of their duties
according to the Articles of Association of the Company. The provision becomes effective in the financial year ended 31
December 2023 and remains in effect as at the date of this report.

The Company purchased directors’ liability insurance for all directors during the year.

SIGNIFICANT INVESTMENT IN SECURITIES

During the year ended 31 December 2023, the Company had no significant investment in securities of subsidiaries.

STAFF REMUNERATION, RETIREMENT AND BENEFITS SCHEME

In 2023, the total salaries of the Company amounted to RMB1,784.72 million.
In order to incentivize key employees, the Company has implemented a share appreciation rights incentive plan.

The employees of the Company participate in the government-established and state-managed retirement benefits schemes
of the PRC. At the same time, the Company has adopted an enterprise annuity system in accordance with the relevant
regulations, and the Company was required to contribute a certain percentage of its employees’ remuneration to the retirement
benefits scheme. The Company is not allowed use the forfeited contributions (if any) to reduce the existing contribution level,
and no contributions to any retirement benefit schemes have been forfeited during the year ended 31 December 2023.
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DIRECTORS’ REPORT (CONTINUED)

FIXED ASSETS

As of 31 December 2023, the fixed assets of the Company amounted to RMB4,995.48 million.

PROFITS AVAILABLE FOR DISTRIBUTION

As of 31 December 2023, the total undistributed profits of the Company amounted to RMB5,255.69 million. Movements in the
undistributed profits of the Company during the year are set out in the consolidated statement of changes in equity to the
financial statements.

PURCHASE, SALE AND REDEMPTION OF THE COMPANY'’S LISTED
SECURITIES

As of 31 December 2023, neither the Company nor any of its subsidiaries had purchased, sold or redeemed any of the
Company’s listed securities.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s Articles of Association or PRC laws, which would require
the Company to offer new shares to existing shareholders according to their respective proportions of shareholding.

MAJOR LITIGATION

On 17 October 2023, the company received an “Enforcement Order” issued by the People's Court of Shihe District, Xinyang
City, Henan Province, demanding the Company to refund RMB128.1 million (equivalent to approximately HKD139.24 million)
to the account of the Enforcement Bureau of the People's Court of Shihe District, Xinyang City, within ten days from the date of
receiving the order. Failure to comply within the specified period will result in the freezing or transfer of RMB128.1 million from
the Company's bank account or the seizure and sealing of other equivalent assets of the Company. For further details, please
refer to the announcement published by the Company on 19 October 2023. The Company has made provisions for the estimated
liabilities related to this matter.

TAX POLICIES

According to the provisions of Administrative Measures with regard to the Recognition of High and New Technology Enterprises
oOo0O00000O0O000O0D jointly issued by the Ministry of Science and Technology, the Ministry of Finance and the State
Administration for Taxation of the PRC on 14 April 2008 and the Administrative Guidance with Regard to the Recognition of High
and New Technology Enterprises (0 00000000 0OOOODODO) jointly issued by the Ministry of Science and Technology,
the Ministry of Finance and the State Administration of Taxation on 8 July 2008, corporations including the C