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PRODUCTION AND SERVICES

As orders at hand being delivered, the Group’s output during the first half remained 
relatively high. The output in utility boilers was 13,875MW (34 units), an increase 
of 5.43 per cent over the same period last year. The output in power plant 
turbine was 10,654MW (36 units), a decrease of 11.66 per cent over the same 
period last year. The output in power plant turbine generator was 12,715MW (34 
units), an increase of 37.65 per cent over the same period last year. The output 
in hydropower turbine generator units was 2,978MW (24 units/sets), an increase 
of 28.09 per cent over the same period last year.

TURNOVER AND COST

For the first half of 2008, the Group recorded a turnover of Rmb12,856.70 million, 
an increase of 7.46 per cent over the same period last year. Among which, turnover 
from thermal power main units was Rmb9,927.80 million, an increase of 4.15 
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Among which, the gross profit for thermal power main units was Rmb1,642.14 
million and the profit margin was 16.54 per cent, an increase of 3.03 per cent 
over the same period last year. The gross profit for hydro power main units was 
Rmb156.13 million and the profit margin was 20.22 per cent, an increase of 
9.49 per cent over the same period last year. The gross profit for power plant 
engineering and services was Rmb11.81 million and the profit margin was 0.93 
per cent, a decrease of 1.83 per cent over the same period last year. The gross 
profit for power plant auxiliaries and parts was Rmb54.64 million and the profit 
margin was 25.44 per cent, an increase of 0.11 per cent over the same period 
last year. The gross profit for AC/DC motor and other products and services was 
Rmb118.52 million and the profit margin was 17.73 per cent, an increase of 
1.27 per cent over the same period last year. The increase in profit margin was 
attributable to the ongoing effectiveness emerged in the Group’s cost management 
policies.

EXPENSES DURING THE PERIOD

For the first half of the year, the Group’s expenses from operation and administration 
activities amounted to Rmb1,187.27 million, an increase of Rmb473.54 million 
or 66.53 per cent over the same period last year. The increase was caused by 
exchange loss etc.

ASSETS AND LIABILITIES

As at 30th June, 2008, the total assets of the Group amounted to Rmb47,882.97 
million, an increase of Rmb5,792.48 million and 13.76 per cent as compared to 
the beginning of 2008. Among which, the total current assets were Rmb43,587.52 
million, representing 91.03 per cent of the total assets. The total non-current assets 
were Rmb4,295.45 million, representing 8.97 per cent of the total assets. 

The Group’s liabilities totaled Rmb38,900.59 million, an increase of Rmb5,222.51 
million over the beginning of the year. Among which, the total current liabilities 
were Rmb32,963.34 million, representing 84.74 per cent of the total liabilities. 
The non-current liabilities were Rmb5,937.25 million, representing 15.26 per 
cent of the total liabilities. As at 30th June, 2008, the Group’s assets/liabilities 
ratio was 81.24 per cent.

DEPOSITS AND CASH INFLOW

As at 30th June, 2008, the bank deposits and cash of the Group amounted to 
Rmb8,460.90 million, a decrease of Rmb1,160.64 million over the beginning of 
the year. Among which, the time deposits were Rmb574.59 million. During the 
period, the net cash from operating activities amounted to Rmb142.73 million. 
The net cash used in financing activities amounted to Rmb748.64 million and 
the net cash used in investment activities was Rmb189.32 million.
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FUNDING AND BORROWING

The Group’s funding for operation and development mainly has three sources, they 
are shareholder capital, customer loans and bank borrowings. The borrowings of 
the Group will be arranged according to specific projects. Except for those special 
situations, the loans will be separately conducted by subsidiaries under the Group. 
However, the capital investment borrowings must be approved by the Company 
in advance. As at 30th June, 2008, the total sums of the Group’s borrowings are 
Rmb4,083.70 million. The Group’s borrowings are loans from various commercial 
banks and the state’s policy banks with interest rates stipulated by the state. 
Among which, the Group’s borrowings due within one year were Rmb599.08 
million, a decrease of Rmb154.31 million over the beginning of the year. The 
Group’s borrowings due after one year were Rmb3,484.62 million, a decrease of 
Rmb525.27 million over the beginning of the year. The Group’s amounts due to 
customers were Rmb23,922.41 million, an increase of Rmb5,118.42 million.

GEARING RATIO

As at 30th June, 2008, the Group’s gearing ratio (computed on non-current 
liabilities/total shareholders’ equity) was 0.78:1, as compared to that of 0.80:1 
at the beginning of the year.

INCOME TAX

As a high new-tech enterprise, the Company and its major subsidiaries are 
subject to the income tax rate of 15%. Pursuant to the relevant requirements of 
Implementation Regulations of the Enterprise Income Tax Law, the Company and 
its subsidiaries are under reassessment of being a high new-tech enterprise. If 
the reassessment is successful, the Company and its subsidiaries will continue 
to enjoy the income tax rate of 15%; otherwise the tax rate will be increased 
gradually to 25% over a transitional period of 5 years.

STAFF

As at 30th June, 2008, the employees of the Group totaled 17,880.

SOCIAL RESPONSIBILITIES

In maintaining its fast-growing development, the Company also places strong 
emphasis on social responsibilities. In addition to allocating more resources 
for research and development by developing high parameter and low pollution 
products so as to contribute to environmental protection, the Company actively 
participates in social activities. In the Wenchuan earthquake that hit Sichuan this 
May, the Company and its staff made a cash donation of Rmb6.70 million.
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PROSPECT

For the second half of 2008, the domestic economy is expected to grow at a 
steady pace. Market demand for power generation equipment will gradually slow 
down, whilst high new-tech products featuring high capacity, high parameter, 
environment and high performance will see accelerated growth. Meanwhile, 
as the market demand for nuclear power generation speeds up its growth, the 
overseas market demand will remain strong. The power generation equipment 
market is entering a new phase of competition.

For the second half of the year, the Group will perform its work in a planned 
and systematic manner with abundant orders on hand and is expected to achieve 
satisfactory growth. Amid fierce market competition and onerous production 
duties, shortage of special raw materials, rising material and energy prices, 
ongoing Rmb appreciation and the pressing marketing demand for technologically 
advanced products, the Group will face tremendous challenges in the course of 
development.

The Group will continue to step up its efforts in the development and manufacturing 
of new model of power generation equipment represented by nuclear power; focus 
on absorbing and introducing technology and innovate on this basis; accelerate 
the domestic production and independent development of large scale gas turbines, 
nuclear power, super critical and ultra super critical coal-fired power plants 
and large scale pumped storage units, as well as speed up the technological 
renovations and production facilities construction, so as to fully enhance its 
market competitiveness.

In overcoming the difficulties, the Group will fully execute the orders on hand 
and establish sound market credibility; continue to improve internal management 
and strengthen cost control; formulate effective measures to minimize the adverse 
effects from rising raw material prices, tight supply and ongoing Rmb appreciation 
on the operations of the Company.

The Group will continue to consolidate and develop the domestic market, with 
a long-term goal to strengthen the market development of environmental friendly 
and IGCC products, so as to maintain a leading market position in the future. 
Meanwhile, the Group will actively expand to overseas markets, consolidate the 
market development in Asia and Africa and step up its efforts in developing the 
markets in Russia and Americas.

The Board will try to create conditions to support the Company’s management 
to lead the whole staff to work hard in order to achieve new development. The 
Board is fully confident of the development prospect of the Company.
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SUBSTANTIAL SHAREHOLDERS

As at 30th June, 2008, the Company’s share capital in issue comprised 1,376,806,000 
shares. The major shareholders included:

 Share category Share number Percentage in total Position of
Shareholder   share capital shares held

Harbin Power Plant
 Equipment Corporation State share 701,235,000 50.93% Long position
HKSCC Nominees Limited H share 674,312,598 48.98% Long position

DIRECTOR’S, SUPERVISOR’S AND SENIOR MANAGEMENT’S 
INTERESTS IN THE SHARE CAPITAL OF THE COMPANY

As at 30th June, 2008, none of the Directors, Supervisors or senior management, 
or any of their associates had any interests and short positions in the shares, 
underlying shares and debentures of the Company or any associated corporation 
(within the meaning of Part XV of the Securities and Futures Ordinance).

MODEL CODE

After inquiry to the directors, all directors complied with the provisions of the 
Model Code set out in Appendix 10 of the Listing Rules during period under 
review.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S LISTED 
SECURITIES

During the period, neither the Company nor any of its subsidiaries had purchased, 
sold or redeemed any of the Company’s listed securities.

CODE ON CORPORATE GOVERNANCE PRACTICES

The Company now or at any time during the accounting period has complied 
with provisions set out in Appendix 14 Code on Corporate Governance Practices 
of the Listing Rules.

AUDIT COMMITTEE

The members of the Audit Committee of the Company are Li Hejun, Ding Xuemei and 
Duan Hongyi. The Board’s Audit Committee has reviewed the interim results.
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AUDITORS

The Board of the Company appointed Yuehua Certified Public Accountants Company 
Limited and China Rightson YueHua Certified Public Accountants Company Limited 
as the auditors of the Company for the year 2008 according to the authority of 
the Shareholders’ General Meeting. Auditors have reviewed the interim results.

SHAREHOLDERS’ MEETING

The Company’s 2007 Annual General Meeting was held on 6th June, 2008 in 
Harbin city, and the result of the meeting has been published on Wenweipo and 
China Daily (English version) on 9th June, 2008.

REFERENCE DOCUMENT

The original copies of interim report and audited financial statements for the six 
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�. INCOME STATEMENT CLASSIFICATION/OTHER COSTS

Allowance for irrecoverable trade receivables

Included in administrative expenses is an allowance of Rmb139,834,000 (2007: 
Rmb137,507,000) for estimated irrecoverable trade receivables, which is determined 
based on the difference between the carrying amount of those receivables and the 
present value of estimated future cash flows from those receivables, discounted at 
the original effective interest rate.

Write-down of inventories to net realisable value

Included in cost of goods sold is an amount of Rmb14,207,000 (2007: Rmb15,706,000) 
in respect of the write-down of inventories to their estimated net realisable value.

�. INCOME TAX EXPENSE

(a) No provision has been made for Hong Kong Profits Tax as the Group did not 
earn any income subject to Hong Kong Profits Tax during the six months ended 
30th June, 2008.

(b) Income tax in the consolidated income statement represents the provision of 
PRC income tax as follows:

The new Enterprise Income Tax Law of the People’s Republic of China 
was effective on 1 January 2008. The Company and its subsidiaries, being 
registered as “High-New Technology Enterprise”, were subjected to enterprise 
income tax rate of 15%. Pursuant to the relevant requirements of Rules 
for Implementation of Enterprise Income Tax Law of the PRC (《中華人民共
和國企業所得稅法實施條例》), the Company and its subsidiaries are under 
reassessment of being High-New Technology Enterprises. If the reassessment 
is successful, the Company and its subsidiaries will continue to enjoy the 
income tax rate of 15%, otherwise the tax rate will be increased gradually to 
25% over a transitional period of 5 years.

Deferred taxation is calculated in full on temporary differences under the liability 
method using a principal taxation rate of 15% (2007: 15%).
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