











NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS

(CONTINUED)

3. Accounts receivable (Continued)

8. The top five debtors of accounts receivable at the end of the year

Debtor

703 Research Institute of China
Shipbuilding Industry Corp

China Nuclear Power Engineering Co

The Republic of the Sudan National Water
Conservancy Irrigation Department

Huadian International Material Co. Ltd.

Shandong Power Construction Third
Engineering Company

Total

Amount

432,494,502.39
355,407,801.14

258,361,658.95
240,542,610.00

224,939,207.47

1,511,745,779.95

Closing balance

Proportion of
total account
receivable

(%)

9. Receilvables derecognized due to transfer of financial assets

38,227,342.62
17,770,390.06

241,844,991.98
12,027,130.50

54,674,077.31

364,543,932.47

No accounts receivable due to transfer of financial assets during the current period.

10.  Transfer of accounts receivable and continued involvement in the formation of assets
and liabilities

The amount of assets and liabilities that have not been transferred during the current period and
continue to be involved in the formation.
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

4. Advance Payment

1. Categorized by aging

Closing balance Opening balance
Bad debt Bad debt
Age Amount  Percentage provision Amount Percentage provision
(%) (%)
Less than a year REXRERJREI)NCL] 74.72 4,321,621,334.17 71.58
One to two years BZIRERREER) 13.83 279,869.02 859,561,287.28 14.24
Two to three years SREEYAELIRL YL 6.62 279,905.13 710,850,531.94 11.77

Over three years 260,459,984.07 4.83 7,884,185.68 145,304,931.80 2.41

Total 5,398,295,216.71 100.00 LRIRRC R 6,037,338,085.19 100.00

Significant advance payment with aging over 1 year

Creditor Name Debtor Name Closing balance W:U[lili} Unliquidated Reason

Harbin Electric International GENERAL ELECTRIC 165,630,555.65 BREZATEIS The contract has not
Engineering Co., Ltd (SWITZERLAND) GMBH been completed

Harbin Turbine Co. Ltd MITSUBISHI 122,507,104.00 RPECRYEELE Long production cycle

is not settled

Harbin Electric Power Andritz AG 89,341,956.81 IENRGEN! The contract has not
Equipment Co., Ltd 4 years been completed

Harbin Electric Power Curtiss-Wright Electro 86,989,477.19 [PEKRYCETE The contract has not
Equipment Co., Ltd been completed

Harbin Motor Factory Co., Ltd  China Electric Power CLRPERTEIN O 1-2 years, The contract has not

Construction Group Beijing 2-3 years been completed
Survey and Design Institute
Co. Ltd.

Harbin Electric Group Sweden S.M.T 41,392,919.33 EREAATCEIES The contract has not
(Qinhuangdao) Heavy 2-3 years been completed
Equipment Co., Ltd

Harbin Electric International China Water Conservancy 41,384,631.05 EEEATENS The contract has not
Engineering Co., Ltd and Hydropower Eighth been completed

Engineering Bureau Co.
Ltd.
Harbin Electric Group VALINOX NUCLEAIRE FERIECREYA 1-2 years, The contract has not

(Qinhuangdao) Heavy
Equipment Co., Ltd

2-3 years, been completed
over 3 years
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

Significant advance payment with aging over 1 year (Continued)

1. Categorized by aging (Continued)

Creditor Name Debtor Name Closing balance .Y[IT:] Unliquidated Reason

Harbin Electric Power EMD 39,082,489.60 WPERRTCEIS The contract has not
Equipment Co. Ltd been completed
Harbin Electric Co., Ltd. China Electric Power PR IREE RN 1-2 years, The contract has not

Equipment Co. Ltd. over 3 years been completed

Harbin Turbine Co. Ltd Greenville Energy Research. 25,379,772.48 [ECEIATETE Not yet settled

Harbin Boiler Company Limited Harbin Haguo Industrial 25,000,000.00 EMEZRYEETE Not yet settled

Development LLC
Harbin Electric International Henan First Thermal Power {CREIPAEKEE  over 3 years The contract has not
Engineering Co., Ltd Construction Company been completed
Harbin Electric International HABIB RAFIQ (PVT) LTD 13,453,838.43 EREZATEEIR The contract has not
Engineering Co., Ltd been completed
Harbin Motor Factory Co., Ltd.  Northeast China Water Survey 13,379,257.60 WPERRTEEIR The contract has not
and Design Research Co., been completed
Ltd.

Harbin Boiler Company Limited Zhejiang Guang Han 11,700,000.00 EEVATES Not yet settled
Environmental Protection
Technologies Inc

Harbin Electric International KSB Shanghai Pump Co. Ltd N Z I 1-2 years The contract has not
Engineering Co., Ltd been completed

Harbin Motor Factory Co., Ltd.  Nanjing NARI Group CRYAW RN 1-2 years, The contract has not

Corporation 2-3 years been completed

Harbin Electric Group Vallourec Heat Exchanger 9,009,949.79 WPECATCEIS The contract has not
(Qinhuangdao) Heavy Tubes been completed
Equipment Co., Ltd

Harbin Electric Group MITSUBISHI HITACHI POWER ERYCRIONN  2-3 years, The contract has not
(Qinhuangdao) Heavy SYSTEMS, LTD. over 3 years been completed
Equipment Co., Ltd

Harbin Boiler Company Limited ~ Qingdao Xinfengyuan Power 7,685,858.00 WMEZAVCEIS Not yet settled

Equipment Co., Ltd.

Harbin Electric Group The United States e ERIE . Over 3 years The contract has not
(Qinhuangdao) Heavy International Engineering been completed
Equipment Co., Ltd Company

Harbin Electric International China National Electric AR Over 3 years The contract has not
Engineering Co., Ltd Equipment Corporation; been completed

Harbin Motor Factory Co., Ltd. ~ Zhejiang Huadong 7,146,000.00 WZECRYEEI The contract has not

Electromechanical been completed

Engineering Co. Ltd
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

Significant advance payment with aging over 1 year (Continued)

1. Categorized by aging (Continued)

Creditor Name Debtor Name Closing balance B.V[IiT:] Unliquidated Reason
Harbin Electric International Harbin Electric Group Acheng (RO 1-2 years, The contract has not
Engineering Co., Ltd Relay Co., Ltd. 2-3 years been completed

Harbin Electric International
Engineering Co., Ltd

Zhenjiang Municipal Electric
Appliance Factory

6,725,154.00

Over 3 years

The contract has not
been completed

Harbin Electric Power Forge Monchieri 6,343,860.32 RMECRIR(EN The contract has not
Equipment Co. Ltd. 2 years been completed
Harbin Boiler Factory Co. Ltd.  Yixing Liyuan Real Steel Co. 6,288,925.00 EREATEIH Not yet settled
Ltd.
Harbin Steam Turbine Factory  Everbelieve International 6,274,175.87 WPECACEIS Not yet settled
Co. Ltd. Trade Co. Ltd
Harbin Boiler Factory Co. Ltd.  Datang Environmental 5,820,000.00 WREZATEI Not yet settled
Industry Group Co., Ltd.

Harbin Electric Machinery Heilongjiang Building 5,726,842.44 WREAVCEIS The contract has not
Factory Co. Ltd Installation Group Co. Ltd. been completed
Harbin Electric Machinery Jiangsu Da Quan Closed FCELEGEK  1-2 years, The contract has not
Factory Co. Ltd String Co. Ltd. 2-3 years been completed
Harbin Electric Group Qinhuangdao Steel Home 5,590,633.58 WREZAVCEIGH The contract has not
(Qinhuangdao) Heavy Trading Co. Ltd. 2-3 years, been completed

Equipment Co., Ltd

over 3 years

Harbin Electric Power Holtec International 5,513,936.22 EENNRuFEN! The contract has not
Equipment Co. Ltd. 1 year, been completed
3-4 years

Harbin Steam Turbine Factory
Co. Ltd.

France TPMa Company

Total

5,499,952.80

977,504,236.94

Over 5 years

Long production cycle
is not settled
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

5.

Interests receivable

Items

Fixed term deposit
Bond investment
Entrust loans

Entrust financial product

Total

Dividends receivable

Items

Harbin East Force Real Estate Development Co., Ltd
Harbin Xin Run Embellish Precision Casting Industry Co., Ltd

Total

154 HARBIN ELECTRIC COMPANY LIMITED

Closing balance

2,096,712.27
1,180,684.93

3,277,397.20

Closing balance

144,453.39

144,453.39

Opening balance

1,944,937.39

289,070.83
61,666.67

2,295,674.89

Opening balance

144,453.39
96,796.22

241,249.61




NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS

(CONTINUED)

7. Other receivables

1. Other receivables disclosed by type

Carrying amount
Type Amount  proportion
(%)
Other receivables with

individual significance
and individually
accruing bad debt
provision 553,432,092.48 45.78
Other receivables
accruing bad debt
provision in portfolio 260,950,334.75
Other receivables
without individual
significance but
individually accruing
32.64

bad debt provision 394,585,307.53

Total 1,208,967,734.76 /

Closing balance

Bad debt provision

Amount  proportion

(%)

24,513,082.20

204,569,695.20

26,319,167.07

255,401,944.47

Book value

528,919,010.28

56,380,639.55

368,266,140.46

953,565,790.29

Opening balance

Carrying amount Bad debt provision
Amount  proportion Amount  proportion Book value
(%) (%)
868,109,891.66 68.57 30,353,741.38 350  837,756,150.28
224,146,968.59 1770 163,349,806.41 72.88 60,797,162.18
173,785,835.99 13.73 13,349,568.07 768 160,436,267.92
1,266,042,696.24 [ 207,083,115.86 [ 1,058,989,580.38
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

7. Other receivables (Continued)

2. Other receivables with individual significance and individually accruing bad debt

provision -
Closing balance
Other Bad debt
Debtor receivable provision Proportion  Reason
(%)
Harbin Electric Group Co. 162,095,125.59 Related parties do not
Ltd. accrue
CELECT 95,034,684.33 Advance Ecuadorian
hydropower owners
on-site costs
Harbin Electric Industrial 62,982,138.98 Related parties do not
Development Corporation accrue
ACWA Power Harbin Holdings FRELRLR BN Advance project funds
Limited
National Energy 51,989,900.16 National allocation of
Administration special funds is not
accrued
National Power Parks 45,991,522.31 Advance Pakistani
Management Co. Ltd Bailukai project
owner’s customs
clearance fee
Ecuador branch 15,422,842.66 Receivable project
company tax refund
Daging Ruihao Energy 13,995,000.00 13,995,000.00 It cannot be recovered
Technology Co Ltd
The third-generation nuclear 13,197,172.78 Special funds for
power key components scientific research are
steam generator tube plate to be hedged against
processing series tool special payables after
application demonstration acceptance
major projects
Pakistan Punjab Taxation 12,937,465.96 Pakistan Bailukai
Bureau project owners
withhold income tax
International Bank 10,706,851.25 Guarantee deposit
Harbin Motor Factory 10,518,082.20 10,518,082.20 It cannot be recovered

Electromechanical
Industrial Company

Total 553,432,092.48  24,513,082.20
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

7. Other receivables (Continued)
3, Other receivables accruing bad debt provision based on a portfolio
(1) Other receivables accruing bad debt provision by applying aging analysis -

Closing balance Opening balance

Bad debt Bad debt
Age Amount provision  Proportion Amount provision Proportion

(%) (%)

Within one
year

(including
one year) [CEREERTERTS 2,486,866.91 d 57,519,545.37 2,875,977.27 5.00
One to two
years

(including
two years) 2,392,280.13 595,243.75 1,910,350.69 477,587.67 25.00
Two to three
years

(including
three

years) 104,718.50 52,359.25 198,421.00 99,210.50 50.00
Three to

four years
(including
[CIETES)  23,298,484.26 18,638,787.41 16,323,096.04 13,058,476.83 80.00
Four to five
years 13,099,670.06 10,479,736.05 6,785,006.70 5,428,005.36 80.00
Over five
years 172,316,701.83  172,316,701.83 141,410,548.79  141,410,548.78 100.00

Total 260,950,334.75  204,569,695.20 224,146,968.59  163,349,806.41

Note: At the end of the period, the balance between the 3rd and 4th year of the account balance
and the balance of the account aging over 5 years are not correlated with the balance of
the previous balance. The main reason is that the partial long-age advance payment was
reclassified to other receivables due to the termination of the contract.
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

7. Other receivables (Continued)

4. Other receivables with individual insignificance but individually accruing bad

debt :
Closing balance
Bad debt Proportion
Debtor Amount provision (%) Reason
Petty cash 92,760,822.04 2,885,242.92 3.11  Individual withdrawal
based on recyclability
SRB Karachi 9,855,736.75 Prepaid project taxes
Chinese building Third 9,169,018.20 Advance contractor’s
Engineering Bureau Ltd. onsite expenses
Siemens Pakistan Engineering 8,453,825.32 Guarantee deposit
Co. Ltd
PT THE SECOND 6,011,884.37 Advance Indonesia
CONSTRUCTION project’s fund
ENGINEERING T
Pakistan Federal Government 4,845,678.00 Prepaid project taxes
Revenue Authority
BUT BEIJING ELECTRIC 4,652,464.07 Advance Indonesia
POWER CONSTRUCTION project’s fund
COMPANY
Harbin Sanlian Industrial 4,200,000.00 Related parties are not
Development Corporation accrued
Owner of Turkey’s speed 4,081,061.96 Turkish project owners
horse project — Kolin withhold tax
company
Daging Longjiang Wind 3,920,000.00 3,920,000.00 Estimated uncollectible
Power Co., Ltd.
Bangladesh Power Agency 3,161,972.96 Bangladesh project
owners withhold tax
Bailukai project local power 3,137,674.32 Electricity deposit
supply company LESCO
Jiamusi Motor Co., Ltd. 3,000,000.00 Related parties are not
accrued
Qin City Development Zone 2,860,000.00 Margin

Construction Engineering
Trading Center

Beijing Zhongda Tongda 2,716,179.76 Advance project service
Electric Package Co., Ltd. fee
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

7. Other receivables (Continued)

4.

Other receivables with individual insignificance but individually accruing bad

debt : (Continued)

Closing balance

Bad debt
Debtor Amount provision

Deposit of Gas Engine 2,696,105.38 2,696,105.38
Division

Changjiang Water Resources 2,057,064.89
Commission

KOLBEN S.A 1,960,260.00

China Energy Construction 1,572,931.31

Group Tianjin Power
Construction Co., Ltd.
CCCC Second Navigation 1,488,485.30
Engineering Survey &
Design Institute Co., Ltd.
China Construction Steel 1,424,672.12
Structure Co., Ltd.
Shenzhen Hadong Huihua 1,351,930.00 1,351,930.00
Industry and Trade Co.,
Ltd.
Beijing Guodian Engineering 1,055,189.00
Tender Co., Ltd.
Others 218,152,351.78  15,465,888.77

Total 394,585,307.53  26,319,167.07

Proportion

(%)

100.00

Reason

Estimated uncollectible

Advance project service
fee

Ecuadorian
Project Advance
Subcontractor
Payments

JVC apartment building
receivables

JVC apartment building
receivables

JVC apartment building
receivables
Estimated uncollectible

Bad debt provision situation of withdrawing, turn back and take back.

The bad debt provision of this year was CNY48,529,490.56.
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

7. Other receivables (Continued)

6.

Other receivables actually written off in the current period

Nature of Fulfilment of Is it due to
accounts Write-off  Reasons for verification arelated
Debtor receivable amount  writing off procedures transaction?
Harbin Hongfa Coal Sales  account current 7,204.65  Debtor is logged out Board Resolution No
Co., Ltd.
Total - 720465 - - -
The top five other receivables by year-end balance of arrears
Closing
balance of
Closing bad debt
Debtor Nature balance J-V:1l[*] Proportion provision
(%)
Harbin Electric account current PR LR PR  1-2 years 13.41
CELECT advance project funds 95,034,684.33 EEIER{FEN] 7.86
1 year
Harbin Electric account current [(PRTYRELEIN 4-5 years, N
Industrial over 5 years
Development
Corporation
ACWA Power Harbin advance project funds LR RPN 1-2 years 4.84
Holdings Limited
National Energy Board  National allocation of 51,989,900.16 REEEERFE] 4.30
special funds is not 1 year,
accrued 1-2 years
Total / 430,663,155.32 i 35.62

HARBIN ELECTRIC COMPANY LIMITED




NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

8. Inventory

1. Classification of inventory

Closing balance Opening balance
Inventory Inventory
Book impairment Book impairment
Items balance provision Book value balance provision Book value

Raw material 3,727,697,142.78 PLYRONE G N PR VORI 3,420,691,404.34 274,655,606.27  3,146,035,799.07
Semi-manufactured and WIP 8,463,181,236.95 292,317,379.53  8,170,863,857.42 RRCRILFIINLIEY 267,844,179.41 9,661,636,275.11
Finished Goods 515,370,202.24 88,636,8688.47 426,733,313.77 436,751,287.73 19,180,133.09 417,571,154.64
Revolving materials (Wrappage,

Low-value consumption

goods) 15,283,495.99 23,010.35 15,260,485.64 13,795,954.21 23,010.35 13,772,943.86
Project construction (finished

but unsettled) 3,706,370,012.34 260,908,578.76  3,445,461,433.58 WAL RINIINE 38,638,132.04  3,179,793,568.41
(Goods sold 7,438,035.50 7,438,035.50 5,458,981.96 5,458,981.96
Total 16,435,340,125.80 889,297,823.39  15,546,042,302.41 ERVAULXNENERRA 590,341,060.16  16,424,268,723.05
Notes:
1. At the end of the accounting period, the company has performed an impairment test on the inventory

that shows signs of impairment, and has accrued provisions for falling inventory prices in accordance
with the requirements of the accounting standards.

2. At the end of December 31, 2017, inventory depreciation reserves were RMB889,297,823.39, which
represented 5.41% of the original inventory value of RMB16,435,340,125.80.
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS

(CONTINUED)

8. Inventory (Continued)

2. Inventory falling price reserves
Increase Decrease
ltems Opening balance Provision Others Back Reseller (Vi IE Closing balance
Raw material 274,655,605.27 59,288,865.89 64017.10 3247528847 53,993,199.31 EPLYRANKIRL
WIP 257,844.179.41  196,038,292.85 151,420,374.08 10,144,718.65 [ATRIVATERX]
Inventory 19,180,133.09 7,681,225.91 64,137,917.96 2,362,388.49 86,636,888.47
Inventory material 23,010.35 23,010.35
Project construction 38,638,132.04 24347451881 21,204,072.09 260,908,578.76
Total 500,341,060.16  506482,90346  64,137917.96  21,268,089.19  186,258,051.04 64,137,917.96 [ELEPEIKPREL

Reason for inventory depreciation reserve: At the end of the accounting period, if the inventory shows
signs of impairment, the company will conduct an impairment test on the inventory and make provision
for falling prices based on the amount of the inventory’s book value exceeding its realisable value;

Reasons for the reversal of inventory depreciation reserve: When the factors affecting inventory
depreciation have disappeared and the value of inventory has rebounded, it will be transferred back

within the original provision for impairment;

Reasons for the write-off of inventory depreciation provision: refer to the derecognition of the provision

for depreciation provision, while at the same time carrying forward the provision for impairment;

9. Other current assets

Items

Closing balance

Bank financial products

Entrust loans

Deductible input tax and prepay VAT
Others

2,538,636,621.75
200,000,000.00
270,993,438.53

Total

3,009,630,060.28
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Opening balance

1,800,000,000.00
210,000,000.00
128,468,589.99
18,646.93

2,138,487,236.92




NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

10. Issuance of entrusted loans and advances
1. Loans and advance distributed by individual and business

Items Closing balance Opening balance

Individual loan and advance
— credit card
— housing-mortgage

— others

Business loan and advance 497,038.49 6,648,294.00
— loan

— discount 497,038.49 6,648,294.00
— others

Total loan and advance 497,038.49 6,648,294.00
less: Loans impairment reserve 4,970.38 97,206.82
Include: individual provision amount

Combination provision 4,970.38 97,206.82
Book value of loans and advance 492,068.11 6,551,087.18
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

10. Issuance of entrusted loans and advances (Continued)
2. Loans and advance distributed by industry

Industry Closing balance  Proportion (%) KeJeEllileNerIETel) Proportion (%)

Farming and animal husbandry and
fishery

Extractive industry

Realty business

Construction industry

Finance and insurance industry

Other industries 497,038.49 6,648,294.00 100.00
Total loan and advance 497,038.49 6,648,294.00 100.00
less: Loans impairment reserve 4,970.38 97,206.82 1.46
Include: individual provision

Combination provision 4,970.38 d 97,206.82 1.46
Book value of loans and advance 492,068.11 6,551,087.18

3, Loan and advance distributed by area

Area Closing balance  Proportion (%) KeJeEullileferIETel Proportion (%)

South China

North China

Other China 497,038.49 6,648,294.00 100.00
Total loan and advance 497,038.49 6,648,294.00 100.00
Less: loan impairment reserves 4,970.38 97,206.82 1.46
Include: individual provision

Combination provision 4,970.38 d 97,206.82 1.46
Book value of loan and advance 492,068.11 6,551,087.18

164 HARBIN ELECTRIC COMPANY LIMITED



NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

10. Issuance of entrusted loans and advances (Continued)
4. Loan and advance distributed by guarantee

Items Closing balance Opening balance

Loan on credit 497,038.49 6,648,294.00
Loan on guarantee

Attached to the collateral loan

Among: mortgage loans

Hypothecated loan

Total loan and advance 497,038.49 6,648,294.00
less: loan impairment reserves 4,970.38 97,206.82
Among: individual provision

Combination provision 4,970.38 97,206.82
Book value of loan and advance 492,068.11 6,551,087.18

5, Loan loss reserves
Current period Preceding period

ltems Individual Combination Individual Combination
Opening balance 97,206.82
Provision this year 4,970.38 97,206.82
Roll out this year
Cancel after verification this year
Switch back this year 97,206.82
— To recover the original written

off loans and advances to turn it

back 97,206.82
- Loans and advances for return

discount value rising
— Other factors lead to return
Closing balance 4,970.38 - 97,206.82
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

11. Available-for-sale financial assets
1. Available-for-sale financial assets

Closing balance Opening balance

Depreciation Depreciation
ltems Book balance provision =OLQEITES  Book balance provision Book value

1. Available-for sale bond 49,300,000.00 CERIIDOKIE  50,000,000.00 50,000,000.00
2. Available-for sale equity investment  BEEFZEHNSSSERENRIRSSEERLEEKIE 4474500000  4,150,000.00  40,595,000.00
Including: fair value

Cost measurement CEN X0 R BTSSR B G 44,745,000.00  4,150,000.00  40,595,000.00

3. Others

Total CLREERNOOOSSER R IRSSCEREEINTNN  94,745,000.00  4,150,000.00  90,595,000.00

2, Available-for-sale debt instruments

Purchase Acquisition Closing fair Change in Current
ltems date Due date cost value fair value interest
2016 Book-entry interest-bearing

(Three) treasury bonds 2016-1-27 2019-1-28 50,000,000.00  49,300,000.00  -700,000.00 1,180,684.93
Total 50,000,000.00  49,300,000.00 -700,000.00  1,180,684.93

Note 1. On January 27, 016, the Ministry of Finance issued 2016 book-entry interest-bearing (three) treasury
bonds, with a nominal value of RMB100/100, an annual coupon rate of 2.55%, and interest accrual on
January 28, 2016, The due date is January 28, 2019. The interest payment day is January 28 of each
year. The principal is repaid and the last interest is paid on January 28, 2019.
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

11. Available-for-sale financial assets (Continued)

3, Available-for sale financial asset measure by cost measurement

Book balance Provision for diminution in value Shareholding Current
Opening Closing Opening Closing investmentin period cash
Investee balance Increased Decreased balance balance Increased Decreased balance entities dividend
(%)
Jiangsu Fenghaixin
Energy Desalination
Development Co., Ltd  15,000,000.00 16,000,000.00 8.33
Clp Joint Heavy-
Duty Gas Turbine
Technology Co., Lt 12,000,000.00 12,000,000.00 12,00
Beijing Tsinghua
Engineering Company  5,500,000.00 5,500,000.00 15.00
Shenyang Pump Co., Ltd ~ 4,000,000.00 4,000,000.00  4,000,000.00 4,000,000.00 1.09
Heilongjiang Mingjia
Turbine Co., Ltd 4,000,000.00 4,000,000.00 4,000,000.00 4,000,000.00 10.53
Heilongjiang Ha New
Heavens and a New
Energy Investment
Co,, Ltd 2,000,000.00 2,000,000.00 11.20
Harbin Power Equipment
Logistics Co,, Ltd 1,000,000.00 1,000,000.00 310
Harbin Xin Embellish
Precision Casting
Industry Co., Ltd 695,000.00 695,000.00 6.32 37,1118
Beijing Full Three-
Dimensional Power
Engineering Co., Ltd 400,000.00 400,000.00 262
Tongxiang Sanlia Light
Alloy Co., Ltd. 150,000.00 150,000.00 150,000.00 150,000.00 16.00
Total 44,745,000.00 4474500000  4,150,00000  4,000,000.00 8,150,000.00 - 37,1118
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

11. Available-for-sale financial assets (Continued)

4. Changes in impairment of available-for-sale financial assets during the period
Available for Available for
Available for sale financial sale equity sale debt
assets classification instruments instruments Total
Provision at the beginning of the year 4,150,000.00 4,150,000.00
Provision for current period 4,000,000.00 4,000,000.00

Among: from other comprehensive income

Decrease this current period

Among: FV recovered after the reporting date

Provision at the end of the period 8,150,000.00 8,150,000.00

12. Long-term receivables

Closing balance Opening balance
Book Bad debt Book Bad debt
Items balance provision Book value balance provision  Book value

Financing lease payment 2,831,982.28 2,831,982.28 4,566,613.71 4,566,613.71
Among: unrealized financing

income 233,855.62 233,855.62 474,590.51  474,590.51
Instalment for sale goods
Instalment for offer labor service
Other

Total 2,831,982.28 2,831,982.28 4,566,613.71 4,566,613.71
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)
13. Long-term equity investment
The current period changes
Under the equity Other Impairment
method to confirm ~ comprehensive Declaration of provision at
the investment income Otherequity ~ cash dividends Provision for the end of
Investee Opening balance Increasing Decreasing ~profit and loss adjustment changes or profits Closing balance ~ impairment loss the year
1. Investment in subsidiaries
Shenzhen Harbin Power Hulhua
Trading Company Limited 3,000,000.00 3,000,000.00 3,000,000.00
Sublotal 3,000,000.00 3,000,000.00 3,000,000.00
2. Associates
General Electric - Harbin Power
Senvices (Qinhuangdao)
Company 128,304,838.06 24,466,436.81 17,767 425.00 15,003,849.87
Huludao Binhai Hydro Power
Company Limited 51,265,399.11 51,265,399 11 1,366428.73 1,366,428.73
Harbin Boler & Container
Company Limited 16,694,808.75 16,64,808.75
Harbin HE Liing Hycropower
Equipment New Technology
Development Co,, Lid 6,426,112.01 14437973 6,670491.74
Harbin Huitong Power
Engineering Company
Limited 5,646,706.53 2,285,956.32 2,108933.24 5823,729.61
Heilongjiang Harbin
Hycropower Development
Company Limited 417707483 926,852.68 385022215
Harbin HE Petrol Station Co,,
Ltd 1.277,63463 300,841.13 3000000 1638475.76
ACWA Power Haroin Holdings
Limited 5331821 5331821 5337521 5331821
Subtotal 21435257392 5331821 16,654,808.75 26,360,761.31 19,906,356.24 204,205,54351 141980400 1,419,804.00
2735257392 53,375.2 16,654,808.75 26,360,761.31 19,906,358.24 207,205,54351 1,419,80400 441980400

Note1: Huludao Binhai Electric Power Large-scale Co., Ltd. entered the write-off clean-up phase at the beginning of

2017, and accrued the long-term equity investment with a provision of 1,364,428.73 yuan in accordance with
the expected recoverable amount.
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS

(CONTINUED)

14. Investment properties

1. Investment properties measured by cost

Item

Housing
and buildings

Total

1. Original carrying value
(1) Opening balance
(2) Increase in the period
- acquired
- inventory/fixed assets/transfer from construction in
progress
- increase in mergers of corporates
— other increase
(3) Decrease in the period
- Disposal
- Transfer
(4) Closing balance
2. Accumulated depreciation and accumulated amortisation
(1) Opening balance
(2) Increase in the period
— provision or amortization
- inventory/fixed assets/transfer from construction in
progress
— other increase
(3) Decrease in the period
- Disposal
— Transfer
(4) closing balance

57,508,519.92
241,189,165.38

241,189,165.38

966,420.07

966,420.07
297,731,265.23

29,635,695.50

38,257,368.52

2,147,928.40

36,109,440.12

848,521.57

848,521.57
66,944,542.45

57,508,519.92
241,189,165.38

241,189,165.38

966,420.07

966,420.07
297,731,265.23

29,635,695.50

38,257,368.52

2,147,928.40

36,109,440.12

848,521.57

848,521.57
66,944,542.45
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

14.

Investment properties (Continued)

1. Investment properties measured by cost (Continued)

Housing
Item and buildings

Total

3. Provision for impairment
(1) Opening balance
(2) Increase in the period
- Provision
(3) Decrease in the period
- Disposal
(4) Closing balance
4. Carrying Value
(1) Carrying value at the end of the period 230,786,722.78
(2) Carrying value in the beginning of the year 27,972,824.42

230,786,722.78
27,972,824.42

2. Investment real estate by the region and the years are as follows -

Items Closing balance

In China 138,538,405.66
Medium-term (10 to 50 years) 138,538,405.66
Short-term (10 years)

In Dubai 92,248,317.12
Medium-term (10 to 50 years) 92,248,317.12

Short-term (10 years)

Total 230,786,722.78
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS

(CONTINUED)
15. Fixed assets
1. Fixed assets details
Housingand  Machinery and Electronic Office
Iltem buildings equipment  Motor vehicles equipment facilities Other Total
1. Original carrying value
(1) Opening balance 432442550260 7,246,752,224.25  388,691,686.44  584,231,809.75  248,874,693.70 9,297,09155 12,802,272,968.29
(2) Increase in the period 382,627,789.31 50491797945  13239,37951  31,382371.25  39,253,330.19 64,615.38  971,485,465.09
- acquired 199,862,674.65  31,972,687.81 5,003,31491  10,003,992.65 6,658,661.21 - 253551,331.23
- fransfer from
construction in
progress 181,798,694.69  468,743,162.14 8,186,064.60 2137837860  32,594,668.98 64,615.38  712,765,584.29
- transfer from
development
expenditures 4,202,129.50 4,202,129.50
- transfer from R&D
expenditures
- business combination
- others 966,420.07 966,420.07
(3) Decrease in the period 17298336332 114,944590.57  20,885339.17  24,303,841.28 4,868,392.95 337,985,527.29
- Disposal or retired 42679566.76  114,881,813.34  20,885,330.17  24,303,841.28 4,868,392.95 207,618,953.50
Roll out 130,308,796.56 130,308,796.56
Other decrease 62,777.23 62,777.23
(4) closing balance 453408992859  7,636,725,613.13  381,045,726.78  591,310,339.72  283,259,590.94 9,361,706.93  13,435,772,906.09
2. accumulated depreciation -
(1) opening balance 1,356,970,923.55 4,668,738,525.16  309,125,969.94  433,927,591.20 176,563 912.83 7,196,152.83 6,952,523,075.51
(2) Increase in the period 14748542669  449,135,760.49 2522148108  46,889,77690  26,337,223.88 2,984.64  695,072,653.68
- provision 146,636905.12  449,135,760.49 2522148108  46,889,77690  26,337,223.88 2,984.64  694,24,132.11
- others 848,521.57 848,521.57
(3) Decrease in the period 86,956,027.67  88,915330.57 1794150233  22,735,813.32 4512,821.28 221,061,995.17
- Disposal o retired 50847,087.85  88,915330.57 1794150233  22,735,813.32 4512,821.28 184,952,555.05
- roll out 36,109,440.12 36,109,440.12
Others
(4) closing balance 1,417,499,822.57 5,028,958,955.08  316,405,948.69  458,081,554.78  198,388,315.43 7,199,137.47  7,426,533,734.02
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS

(CONTINUED)

15. Fixed assets (Continued)

7, Fixed assets details (Continued)
Housingand  Machinery and Electronic Office
Iltem buildings equipment  Motor vehicles equipment facilities Other Total
3. provision for diminution in
value
(1) opening balance 751,795.25  18,334,132.52 987,459.09 1,521.85 20,074,908.71
(2) Increase in the period 11,327211.29  17,759,690.75 221,895.67 1,315.62 29,310,013.23
- provision 10,658,640.68  16,388,670.72 1,316.62 27,048,626.92
- Construction in
progress 668,570.61 1,370,920.03 221,895.67 2,261,386.31
- others
(3) Decrease in the period 709,410.65 117,625.98 36,930.26 863,966.89
- Disposal or retired 709,410.65 117,625.98 36,930.26 863,966.89
-others
(4) closing balance 11,369,695.89  35,976,097.29 1,172,424.50 2,831.37 48,520,956.05
4. Carrying value
(1) carrying value at the end of the
year 3,105,200510.13 2571,790,560.76  63,467,353.50  133,225947.57  84.871,275.51 2,162,569.46 5,960,718,217.02
(2) Carrying value in the beginning
of the year 2,966,702,783.80 2,559,679,566.57  78,578,257.41  150,302,696.70  72,310,740.87 2,100,938.72 5,829,674,984.07

2. Fixed assets without property certificates

Certain land use rights and property ownership of the Company were dealt separately. The properties
were not registered with property certificates.
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

15. Fixed assets (Continued)
3, Buildings according to the area and length of analysis is as follows :

Items Closing balance Opening balance

In China 3,004,776,277.22 2,966,702,783.80
Medium-term (10 to 50 years) 3,004,776,277.22 2,966,702,783.80
Short-term (10 years)

In Dubai 100,424,232.91
Medium-term (10 to 50 years) 100,424,232.91

Short-term (10 years)

Total 3,105,200,510.13 2,966,702,783.80

4. Other explanatory information

For details of restricted fixed properties of which ownership were charged and pledged, please refer to
note V.(65) Fixed assets with restricted ownership.
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS

(CONTINUED)

16. Construction in process

1. Status of construction process

Remaining
carrying amount

Items

Nuclear power capacity building

construction project

Key Project Four Projects

Major Special Project-Development of
Alternative Materials for CPA1400
Shielded Electric Pump (Motor)
Rotor Shaft

4050 Project

General upgrading

Equipment technical improvement
measures and equipment update
(1813)

Nuclear power base project

Harbin Electric International Beijing

447,354,691.76
181,332,226.29
40,912,277.76

35,086,357.66
29,405,143 51
18,113,041.24

17,760,396.32
13,445,465.12

Branch Renovation Project 11,684,618.51
ERP project 10,679,437.44
813-16-1-1 8,401,709.40

FX-030 CAP1400 The relief valve
experiment system (infrastructure)

PMS project management platform
system upgrade

Jiangbei Research Base Information

5,214,776.45

3,271,985.13

Construction 2,551,577.19
HQC-D15-2017-EQ006 CNC Gantry
Milling Machine 2,051,282.07

Jiangbei Research Basement
Underground Garage, Stopping
Project

Dining hall

Desulfurization test bench

Production base construction project

Harbin Power International Trade
Building Project

New integrated service center

813-14-1-1 Removable CNC Seat

1,298,349.11
1,173,273.26
708,240.47

Processing
Others 30,174,643.63
Total 860,619,492.32

Closing balance
Provision for

impairment  Carrying value

447,354,691.76
181,332,226.29
40,912,277.76

35,086,357.66
29,405,143.51
18,113,041.24

17,760,396.32
13,445,465.12
11,684,618.51
10,679,437.44
8,401,709.40
5,214,776.45
3,271,985.13
2,551,577.19
2,051,282.07
1,298,349.11

1,173,273.26
708,240.47

569,610.88 29,605,032.75

569,610.88  860,049,881.44

Opening balance

Remaining Provision for
carrying amount impairment Carrying value
316,202,523.50 316,202,523.50
115,328,414.63 115,328,414.63
65,628,052.42 65,628,052.42
20,169,238.65 20,169,238.65
29,398,083.51 29,398,083.51
13,201,548.57 13,201,548.57
6,197,150.27 6,197,150.27
12,300,674.12 12,300,674.12
10,674,909.14 10,674,909.14
8,401,709.40 8,401,709.40
5,214,256.45 5,214,256.45
27,568,038.13 27,568,038.13
673,665.51 673,665.51
5,295,694.35 5,295,694.35
74,388,033.09 74,388,033.09
58,005,389.90 58,005,389.90
12,079,014.43 12,079,014.43
5,658,201.70 - 5,658,201.70
51,088,801.06 2,464,997.19 48,623,803.87
837,473,398.83 2,464,997.19  835,008,401.64
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

16. Construction in process (Continued)

2. Significant changes in construction in progress

Ratio of Including:
accumulated Interest on the amount
Amount transfer  Other decreased contribution to the accumulative of interest ~ Current interest
Opening Increasein to fixed assets amount in the construction Construction ~ amount ofthe  capitalization in capitalization
Project Budget balance the period in the period the period  Closing balance fo budget process capitalization the current period rate  Sources of funds
(%) (%)
Nuclear power capacty The country allocated
buiding 91380000000 3160252350  400,20198177  269,04981351 447,364,691.76 8757 8757 4451355000 22,076,250.00 552 843.1 milion yuan
construction project ~ 457.00000000 11532841463 66,003611.66 181,332,226.29 288 088 Self-raised
The country allocated
146.7 million yuan
Four projects of key and raised 36.7
projects 18340000000 6562806242 68,114532.76 92,830,307 42 4091227176 89.14 89.14 million yuan
Major projects
engingering -
CPA1400 shielding
electric pump (motor)
rofor shaft developed
alternative materials  20,940,000.00 20,169,238.65 17,264,569.01 2,347 450.00 35,086,357.66 9.32 9.3 Seltraised
4050 project 4050000000 29,398,083.51 706000 29.405,143.51 7261 1261 Government funding
General upgrading 18,113,041.4 1320154857 41453725.28 3,542,232.61 18,113,041.24 100 100 Selfraised
Equipment technical
improvement
measures and
equipment update
(1813) 31,250,000.00 6,197,150.27 12812,025.98 1,030,534.86 200,45.07 17,760,3%.32 6083 6083 Self-raised
Nuclear power base
project 768,000,000.00 12.300674.12 1213,85.93 6906493 13,445,465.12 212 212 Self-raised
Befing branch
decoration 14,589,100.58 11,684,618.51 11,684,618.51 80.09 80.09 Self-raised
ERP project 39,000,000.00 10,674,909 14 212850993 212398163 10,679,437 44 346 H46 Self-raised
818-16-1-1 18,000,000.00 8,401,709.40 - - 8,401,709.40 4668 4668 Selfraised
CAP1400 Safety Valve
Experimental System ~ 8500,000.00 521425645 52000 521477645 6135 6135 Self-raised
PMS project
management platform
system upgrade 4.210,000.00 3.271,985.13 3.271,985.13 nn nn Selfraised
Jiangbel Research
Base Information
Construction 590,000,000.00 27,568,038.13 1,662,784.90 26,679,245.84 2,551,571.19 550 550 Self-raised
HQC-D15-2017-EQ006
CNC Gantry Miling
Maching 240000000 205128207 2,051,282.07 8547 847 Selfraised
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

16. Construction in process (Continued)

2. Significant changes in construction in progress (Continued)

Ratio of Including:
accumulated Interest on the amount
Amount transfer  Other decreased contribution to the accumulative of interest  Current interest
Opening Increasein  to fixed assets amount in the construction Construction ~ amountofthe  capitalization in capitalization
Project Budget balance the period in the period the period  Closing balance to budget process capitalization the current period rate  Sources of funds
(4 (%)
Jiangbei Research

Basement

Underground Garage,

Stopping Project 673,660.51 624,683.60 1.298,349.11 Selt-raised
Dining hall 16,850,000.00 - 1788767 1061045291 117321326 6993 6993 Selfraised
Desuffurization test

bench 17,000,00000 5,295,694.35 1,328,599.83 5916,053.71 708,240.47 B9 B9 Sel-raised
New Production Base:

Construction Project

(Phese ) 478808077 356157256 107,349,662.33 - 100 100 Self-raised
12-47101 New

Integrated Senvice

Center 18,960,00000 1207901443 1832,269.19 13911,303.62 - 100 100 Self-raised
Harbin International

Trade Building (office

bulding) 14900000000 5800538990 198365204 7784164284 - 100 100 6,557963.23 loan
Others 5634694608 150,446,936.25 14671209585 2000624285 3017464363
Total 331214182 83747330883 84628532347 79060720713 325300285 860,619,492.32 5107151323 22,076,250.00

Annual Report 2017 177



NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

16. Construction in process (Continued)
3, Provision for impairment loss of projects under construction in current situation

Opening Closing
Items balance Increase Decrease balance B EECLI

cutting machine 378,608.00 378,608.00 Idle cannot be used

Liquid oxygen engineering 499,252.56 499,252.56 Idle cannot be used

Six hundred thousand test 668,570.61 668,570.61 Idle cannot be used
station detection system

Dryer 144,000.00 144,000.00 Idle cannot be used

Others 774,566.02 366,000.00 570,955.14 SRR DR |dle cannot be used

Total 2,464,997.19 366,000.00 2,261,386.31 569,610.88

17. Construction materials

Item Closing balance Opening balance

Engineering machinery and equipment 3,719,461.29 835,204.92

Total 3,719,461.29 835,204.92

18. Disposal of fixed assets

Items Closing balance Opening balance

Equipment to be disposed 201,003.47

Total 201,003.47
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

19. Intangible assets

Land use Non-patented
ltems Software rights Patent technology Franchise Others Total
1. Original carrying value
(1) opening balance 60,335,673.80  7835,776,327.69 3462,115.00  257,496,050.87  170,832,500.54 527050948  1,233,173,177.38
(2) Increase in the period 1,921,897.43 96,600.00 18,761,310.59 511996246 153,028,917.61 307,296.61  179,235,984.70
- acquired 1,859,815.37 96,600.00 18,761,310.59 1,375,962.46 - 307,296.61 22,400,985.03
- internal research and
development 3,744,000.00  153,028,917.61 156,772,917.61
- othertumin 62,082.06 62,082.06
- Increase in mergers of
(3) Decrease in the period 1,141,917.23 3,154,270.44 41,080,977.00 19,498.00 45,396,662.67
- disposal 200,177.23 41,080,977.00 - 41,281,154.23
- roll out
- others 941,740.00 3,154,270.44 19,498.00 4,115,508.44
(4) closing balance 61,115,654.00  732,718,657.25 2222342559  221535,036.33  323,861,418.15 5,558,308.09  1,367,012,499.41
2. accumulated amortization
(1) opening balance 3430137156 232,310,106.63 3,449,059.81  185,150,748.43 86,314,305.92 458634847 546,111,940.82
(2) Increase in the period 6,674,963.13 13,913,455.62 15,559,216.68 10,389,508.60 4,194,618.24 221,349.34 50,953,111.61
- Provision 6,674,963.13 13,913,455.62 15,559,216.68 10,389,508.60 4,194,618.24 221,349.34 50,953,111.61
- Increase in mergers of
corporates
- Others
(3) Decrease in the period 1,009,919.90 11,297,613.89 1,137.38 12,308,671.17
- disposal 68,179.90 11,297,613.89 - 11,365,793.79
- roll out
- other 941,740.00 1,137.38 942,877.38
(4) closing balance 30,966,414.79  246,223,562.25 19,008,276.49  184,242,643.14 90,508,924.16 480656043  584,756,381.26
3. Provision for impairment
(1) opening balance 36,815,874.33 36,815,874.33
(2) Increase in the period 2,137,376.41 90,863.26 2,228,239.67
- provision 2,137,376.41 90,863.26 2,228,239.67
- others
(3) Decrease in the period 28,413,362.62 28,413,362.62
- disposal 28,413,362.62 28,413,362.62
- others
(4) Closing balance 2,137,376.41 8,402,511.71 90,863.26 10,630,751.38
4. Carrying value
(1) Carrying value at the end of
the period 19,011,862.80  486,495,095.00 3,215,149.10 28,880,881.48  233,352,493.99 660,884.40  771,625,366.77
(2) Carrying value in the beginning
of the year 26,034,302.24  503,466,221.06 13,085.19 35,529,428.11 84,518,194.62 684,161.01  650,245,362.23
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

20. Development disbursements

Increase Decrease

Recorded into
Internal Confirmed  the profits and Recognized
Opening  development  asintangible  losses of the as fixed Closing
ltems balance expenditure assets  current period assets balance

Key Specific Project-CPA1400 Research
and manufacture of alternative
materials for axis of covered electronic

pump(machinery) 186,101,361.65  48,882,304.23 3,629,479.90 WeRIELIAERN:L
Development of AP1000MSR Safety Valve 1,380,000.00 1,380,000.00
HRIS (Human Resource Information System) 991,501.38 48,113.21 1,039,614.59

Industrial big data application technology
national engineering laboratory and
multi-energy complementary simulation
laboratory construction project 592,901.37 592,901.37

Research and Development of Test and
Evaluation System for Ultra-super critical
Main Steam Safety Valve 418,341.03 418,341.03

Archives and e-business document
information platform construction project 68,119.66 68,119.66

Heilongjiang province power station valve
engineering technology research center 64,102.56 64,102.56

Introduction of key technology of high-end
valves for 600-1000MWultra-supercritical

generating unit 3,744,000.00 3,744,000.00
Ultra-superecritical 003 572,649.60 572,649.60
Others 3,931,119.57 6,956,473.00 6,599,008.09 4,288,584.48
Total 197,203,075.79  56,547,911.47 3,744,000.00 6,599,008.09 4,202,129.50 EXERILRIEETS
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

21.

22.

Long-term deferred expenses

Closing balance

28,352,487.66

1,341,072.28
718,969.95

Other

Opening Increase in Amortised decreased

Items balance the period in the period amount
Jiangbei office building decoration 38,407,562.15 1,203,590.08 11,258,664.57

Improvement of the rented fixed

assets 1,660,799.89 -127,521.57 192,206.04
Organization costs 824,342.67 461,262.12 566,634.84
Total 40,892,704.71 1,537,330.63 12,017,505.45

30,412,529.89

Deferred tax assets and deferred tax liabilities

1. Deferred income tax assets not yet eliminated

Items

Closing balance

Opening balance

Deductible
temporary
differences

Deferred
income tax
assets

Impairment of assets

Changes in fair value of hedging
instruments included in other
comprehensive interests

Estimate liabilities

dismission welfare

2,288,839,814.82  355,361,036.47 (i

700,000.00
433,726,050.43
66,578,651.89

175,000.00
65,058,907.57
9,986,797.79

Total

Deductible Deferred
temporary income tax
differences assets
,789,708,498.73 277,332,886.34
12,183,688.27 1,827,553.24
427,634,077.58 64,145,111.63
53,784,785.90 8,067,717.89

2,789,844,517.14  430,581,741.83

2,283,311,050.48

351,373,269.10
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

22.

23.

Deferred tax assets and deferred tax liabilities (Continued)

2.

Breakdown of unrecognized deferred income tax

Items

Closing balance

Deductible temporary difference
Deductible loss

4,756,702,688.95
1,848,661,159.85

Total

6,605,363,848.80

Non-offsetting deferred income tax liabilities

Items

Closing balance

Change in fair value of hedging
instruments included in other
comprehensive equity

29,448,750.79

Total

29,448,750.79

Short-term borrowings

1.

short-term liabilities shown as classification

Items

liabilities differences

Opening balance

2,709,770,735.70
2,772,792,845.12

5,482,563,580.82

Opening balance
Deferred Deductible
income tax temporary

Deferred
income tax
liabilities

7,280,974.79

7,280,974.79

Closing balance

Pledged loan
Mortgage loan
Guaranteed loan
Debt of honour

15,900,000.00
330,000,000.00
2,737,668,542.78

Total

3,083,568,542.78
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17,000,000.00
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

24.

25.

26.

Deposits and placements from other financial institutions

Items

Current deposit
Fixed time deposit
Call deposits

L/G (letter of guarantee)
Other deposits (including outward remittance, should be turned in

to the remittance)

Total

Notes payable

Items

Bank acceptance
Trade acceptance

Total

Account payable

1. Account payable shown as aging

Items

Within 1 year

1-2 years
2-3 years
Over 3 years

Total

Closing balance

632,131,884.34
1,600,000.00
169,264,275.35
31,590.00

803,027,749.69

Closing balance

4,570,861,423.55
908,942,869.88

5,479,804,293.43

Closing balance

11,359,112,006.32
1,328,277,162.52
586,962,812.92
777,356,922.84

14,051,708,904.60

Opening balance

2,097,188,535.43
20,209,018.66
5565,764,275.35
900,317.21

2,674,062,146.65

Opening balance

5,033,282,115.86
1,059,901,292.64

6,093,183,408.50

Opening balance

10,083,783,935.67
1,241,0569,335.61
485,773,094.77
423,637,992.70

12,234,254,358.75
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

26. Account payable (Continued)
2. Significant accounts payable aging for more than a year

Reason for outstanding
ltems Closing balance or pay back

China First Heavy Machinery Co., Ltd. 89,170,291.56 The contract has not been completed
Howden Hua Engineering Co., Ltd. 86,988,000.00 The amount owed is a warranty money
which is in warranty period
INNOVIA CONSULTANTS LTD 78,410,400.00 The contract has not been completed
Baoyin Special Steel Tube Co., Ltd. 63,422,977.25 The contract has not been completed
Shanghai Heavy Machinery Factory Co., Ltd. 49,662,232.84 Not yet settled
Beijing Electric Power Equipment Factory Co., Ltd. 42,157,646.43 The contract has not been completed
CCCC Second Navigation Engineering Survey & Design 32,830,600.00 The contract has not been completed
Institute Co., Ltd.
Huahai Wind Energy Development Co., Ltd. 24,120,000.00 The contract has not been completed
Beijing Longyuan Environmental Protection Engineering Co., 23,356,919.31 The contract has not been completed
Ltd.
Shaanxi Diesel Engine Heavy Industry Co., Ltd. 18,876,004.00 The contract has not been completed
Shanghai Blower Factory Co., Ltd. 18,774,914.00 The contract has not been completed
Nanjing Daji Steel Tower Manufacturing Co., Ltd. 17,671,576.43 The contract has not been completed
Geling Power Equipment (China) Co., Ltd. 17,356,100.95 The amount owed is a warranty money
which is in warranty period
Jiangsu Zhongtian Technology Co., Ltd. 17,350,866.81 The contract has not been completed
Wuhan Yiheng Heavy Industry Co., Ltd. 15,947,553.79 The amount owed is a warranty money
which is in warranty period
Changzhou Xidian Transformer Co., Ltd. 15,676,205.00 The contract has not been completed
Zhejiang Jiuli Special Material Technology Co., Ltd. 15,339,920.08 The contract has not been completed
Zhongjian Jianzhong Heavy Industry Co., Ltd. 15,321,935.00 The amount owed is a warranty money
which is in warranty period
Zhejiang Feida Environmental Protection Technology Co., 15,093,747.80 The contract has not been completed
Ltd.
Shenyang Simai Te Machinery Manufacturing Co., Ltd. 14,871,889.27 Not yet settled
Hebei Hongrun Nuclear Equipment Technology Co., Ltd. 14,608,559.59 The amount owed is a warranty money
which is in warranty period
Xiamen ABB High Voltage Switchgear Co., Ltd. 14,492,068.00 The contract has not been completed
China National Petroleum Seventh Construction Co., Ltd. 14,410,270.71 The amount owed is a warranty money
which is in warranty period
Jilin Feite Power Station Equipment Manufacturing Co., Ltd. 14,331,122.43 The amount owed is a warranty money

which is in warranty period
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

26. Account payable (Continued)

2. Significant accounts payable aging for more than a year (Continued)

Reason for outstanding
ltems Closing balance or pay back

Shanghai Clyde Bergemann Machinery Co., Ltd. 14,051,474.92 The amount owed is a warranty money
which is in warranty period

Changshu Style Electric Equipment Co., Ltd. 13,925,205.54 The contract has not been completed

Hangzhou Tianming Environmental Protection Engineering 12,556,000.00 The contract has not been completed
Co., Ltd.

Henan Weihua Heavy Machinery Co., Ltd. 12,422,004.00 The contract has not been completed

Hubei Electric Power Construction First Engineering Co., 11,630,147.35 The contract has not been completed
Ltd.

Chongaing ABB Transformer Co., Ltd. 11,549,619.30 The contract has not been completed

Shanghai Electric Power Station Equipment Co., Ltd. 11,100,000.00 The contract has not been completed

Shandong Taian Construction Engineering Group Co., Ltd. 11,004,997.44 The contract has not been completed

Shenyang Dongguan Electric Power Technology Group Co., 10,411,525.00 The contract has not been completed
Ltd.

Aerospace Electric Technology Co., Ltd. 10,355,241.79 The contract has not been completed

Electricas De Medellin Ingenieria Y Servicios S.A. 10,117,113.18 The contract has not been completed

Total 859,365,129.77

27. Advances from customers
1. Advances received shown in age

Items Closing balance Opening balance

Within 1 year 10,215,835,682.83 12,875,987,916.23
1-2 years 5,197,541,260.23 5,067,126,770.33
2-3 years 1,565,790,989.60 1,9563,787,685.61
Over 3 years 2,711,956,995.46 2,806,634,392.87

Total IR R PR PR 22,703,536,765.04
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

27. Advances from customers (Continued)
2. Significant advances received aged over 1year

Reason for being outstanding

ltems Closing balance  or carried forward
China Nuclear Power Engineering Co 710,321,350.14  The contract has not been completed
Sanmen Nuclear Power Co., Ltd. 386,858,781.59  The contract has not been completed
Guangdong Datang International Leizhou Power Generation 351,400,000.00  Long project cycle has not been
Co., Ltd. completed
Jiangxi Shengneng Co., Ltd. Fengcheng Phase IIl Power 341,180,500.00  The contract has not been completed
Plant
Hebei Fengning Pumped Storage Co., Ltd. 340,582,324.84  The contract has not been completed
Xinjiang Oriental Hope New Energy Co., Ltd. 319,200,000.00  Long project cycle has not been
completed
Songhuajiang Hydropower Co., Ltd. Fengman Dam 283,872,179.73  The contract has not been completed
Reconstruction Engineering Construction Bureau
China Datang Group Finance Co., Ltd. (Jintan Project) 254,700,000.00  The contract has not been completed
Shenhua North Power Shengli Energy Co., Ltd. 237,800,000.00  Long project cycle has not been
completed
Hainan Nuclear Power Co., Ltd. 236,066,461.90  The contract has not been completed
China Zhongyuan Foreign Engineering Co., Ltd. Shanghai 215,069,510.43  The contract has not been completed
Branch
Inner Mongolia Energy Power Generation Materials Co., Ltd. 201,000,000.00  Long project cycle has not been
completed
National Nuclear Engineering Co., Ltd. 168,226,457.26  The contract has not been completed
China Three Gorges Corporation 161,682,924.29  The contract has not been completed
Jilin Dunhua Pumped Storage Co., Ltd. 133,307,263.21  The contract has not been completed
Indian Coast Energy Corporation 131,093,510.16  The contract has not been completed
Shenhua Guohua Yongzhou Power Generation Co., Ltd. 126,246,000.00  Long project cycle has not been
completed
China Machinery Engineering Corporation 104,196,700.70  Long project cycle has not been
completed
Total 4,702,803,964.25
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

28. Employee benefits payable

Listed salary payable
ltems Opening balance Increase Decrease
Short term compensation 167,255,776.13 2,556,146,271.86 2,442,664,965.88
Retirement benefit- Established

Withdrawal and Deposit Scheme - 404,290,525.23 404,290,525.23
Termination benefits 17,024,036.59 106,222,693.45 84,267,897.99
Other benefits due within one year -
Others -
Total 184,279,812.72  3,066,659,490.54  2,931,223,389.10
Short-term Remuneration
ltems Opening balance Increase Decrease

(1) Salary, inducement, allowance and
subsidies
(2) Employee benefits fee
(3) Social insurance fee
Including: medical insurance fee
Work injury insurance fee
Maternity insurance fee
Others
4) Housing provident fund
5) Staff Union fee and Staff training cost

4)

(5)

(6) Short-term paid leave

(7) Short-term profit sharing scheme
(8)

8) Other short-term Remuneration

471,789.44

-2,309,322.11
-2,309,322.11

169,093,235.80

73.00

1,782,765,902.82
192,934,484.89
150,708,778.37
127,029,122.95
14,529,158.30
9,150,497.12

190,763,581.61
64,058,387.99

174,915,136.18

1,691,288,464.67
192,934,484.89
150,667,527.55
126,986,724.70
14,530,305.73
9,150,497.12

190,669,861.61
42,189,490.98

174,915,136.18

Total

167,255,776.13

2,556,146,271.86

2,442,664,965.88

Closing balance

280,737,082.11

38,978,832.05

319,715,914.16

Closing balance

91,949,227.59

-2,268,071.29
-2,266,923.86
-1,147.43

93,720.00
190,962,132.81

73.00

280,737,082.11
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

28. Employee benefits payable (Continued)
3, Established Withdrawal and Deposit Scheme

ltems Opening balance Increase Decrease Closing balance

Basic retirement Insurance 326,701,697.28 326,701,697.28
Unemployment insurance fee 9,989,303.05 9,989,303.05
Corporate annuity 67,599,524.90 67,599,524.90

ltems 404,290,525.23 404,290,525.23

29. Tax payable

Items Closing balance Opening balance

VAT 140,541,678.44 270,493,571.46

30.

Business tax

Enterprise income tax

Individual income tax

Urban maintenance and construction tax
Property Tax

Educational Surtax

Land use tax

Others

Total

Interest payable

Items

Interests for long-term borrowings
Interests of corporate bond

Interests payable of short-term borrowings
Interests payable of deposits

Total
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76,081.15
38,661,221.39
20,126,038.31
18,096,722.54

2,747,772.58
12,922,967.38
2,354,056.33
4,916,411.40

240,442,949.52

Closing balance

120,866,666.66

4,232,883.09

125,099,549.75

76,081.15
24,092,565.36
23,896,592.70
22,629,588.29

2,400,829.96
16,161,346.73
2,285,669.32
5,454,484.93

367,490,729.90

Opening balance

120,866,666.66
35,236.11
15,853,214.24

136,755,117.01




NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

31.

32.

Dividend Payable

Items

Closing balance

Ordinary stock dividends

Opening balance

3,569,638.20

Total

6,936,931.73

3,569,638.20

Important dividend payable for more than one year :

Company name

Employee stock holding committee

China Great Wall Asset Management

Harbin Development Zone Infrastructure Development
Co., LTD

New Capital of Atlantis Peak Industry & Trade Co., LTD

Harbin Huanya Micro-arc technology Co., LTD

H Shares Unclaimed Dividends

Kim Kennedy Peng

Kinkor

Total

Other payables
1. Other payable shown as age

Items

6,936,931.73

GLE eI E  Opening balance

Reason for over
one year not pay

2,767,274.60 2,767,274.60  Has not got
3,369,200.00
297,135.61 297,135.61 Has not got
217,506.73 217,506.73 Has not got
150,471.74 150,471.74 Has not got
90,621.70 88,616.27  Has not got
318.52 318.52  Has not got
264.83 264.83 Has not got
3,523,593.73 6,890,788.30 -

Closing balance

Opening balance

Within one year
1-2 years

2-3 years

Over 3 years

190,556,798.03
26,634,096.20
11,982,973.46
48,473,115.36

Total

151,540,527.59
44,771,348.54
2,331,3561.02
108,427,706.83

277,646,983.05

307,070,933.98
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS

(CONTINUED)
32. Other payables (Continued)

2. Significant other payables aged over 1 year

Reasons for

Creditors Amount owed  Age outstanding

Zouping Qixing Development Zone Thermal Power 8,700,000.00  1-2 years Not settled yet
Co., Ltd.

The environmental hydrogen production company 6,818,750.00  Over 3 years Tight budget

Total 15,518,750.00

33. Non-current liabilities due within one year

Items Closing balance

Long-term borrowings due within one year
Bonds payable due within one year 2,999,707,500.00
Long-term payables within one year

Total 2,999,707,500.00

Opening balance

Note: On February 18, 2013, the China Securities Regulatory Commission approved the “Securities Regulatory
Commission Permission [2013] No. 159" text and approved the company to publicly issue corporate bonds
with a total value of no more than RMB4 billion to the public. On March 11, 2013, the company publicly issued
Harbin Electric Co., Ltd.’s 2012 corporate bonds (the first phase) to the public, raising a total of 3 billion yuan
in funds. The annual coupon rate of the bonds was 4.9%, and interest was paid on March 11 each year, interest
period is from March 11, 2013 to March 11, 2018. The bonds in this period are calculated on a yearly basis
for single interest, excluding compound interest. The interest is paid once a year, the principal is repaid on
maturity, and the last period of interest is paid together with the redemption of the principal. This issue of bonds is
provided by Harbin Power Group with full and unconditional irrevocable joint and several liability guarantees.
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

34.

35.

36.

37.

Other current liabilities

Items

Closing balance

Financing lease accounts payable

134,893.80

Total

134,893.80

Long-term loans

Items

Closing balance

Debt of honour

200,000,000.00

Total

200,000,000.00

Bonds payable

1. Payable bond details

Items

Closing balance

12 Hadian 01

Total

Note:
Long-term payables

Items

Closing balance

Harbin electric group company

1,000,000.00

Total

1,000,000.00

Annual Report 2017

Opening balance

134,893.80

134,893.80

Opening balance

Opening balance

2,997,952,500.00

2,997,952,500.00

Bonds payable due within one year are reclassified to non-current liabilities due within one year.

Opening balance

1,000,000.00

1,000,000.00
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS

(CONTINUED)
38. The long-term salary payable

Items

1. Post-employment benefits
2. Termination benefits
3. Other long-term employee benefits

Total

39. Special payable

Opening
ltems balance

Increase

Closing balance

Opening balance

141,039,180.93

80,192,909.50

141,039,180.93

80,192,909.50

Closing

Decrease LEET

Minkou Science and Technology Major 381,055,100.00
Special Fund

Research on Steam Generator Equipment  53,590,000.00
Manufacturing Technology

Special project fund for the introduction 22,420,000.00
of domestic production of large-scale
pumped-storage units”

High-end CNC machine tools and basic 5,665,000.00
manufacturing equipment technology

465,900.00 ERENETERIOED]

53,590,000.00

22,420,000.00

5,665,000.00

500,000.00 EwrXCEERETwL]

projects
Others 23,189,794.29
Total 485,919,894.29

965,900.00 REEZELKEELWL
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

40. Estimated liabilities

Items Closing balance Opening balance

Product quality assurance (note 1) 101,605,443.95 107,289,091.79
Execute the loss of contract (note 2) 520,896,015.25 573,199,094.12
Other (note 3) 8,857,323.34 8,857,323.34

Total 631,358,782.54 689,345,509.25

Note 1. The product quality assurance is the quality assurance fee of 0.3% -0.5% of the Company'’s sales revenue.

Note 2: The loss contract to be executed is the estimated loss incurred by the Company in respect of the estimated
total cost of the contract which has not yet been executed.

Note 3: Other items are the estimated liabilities recognized by Harbin Electrical Machinery Factory Co., Ltd. in
accordance with the expected employee turnover compensation.

41. Deferred income

Opening Closing
ltems balance Increase Decrease balance Reason

Government grants 173,638,642.51 31,769,619.00 50,651,646.80 154,756,614.71 /

Total 173,638,642.51 31,769,619.00 50,651,646.80 154,756,614.71 /
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS

(CONTINUED)
41. Deferred income (Continued)

Items involved in government grants :

Accounted for
as non-operating
Liabilities items Opening balance New addition ~ income amount  Other changes {8k [k E1
Grants for the technology research base and ancillary in
Jiangbei 39,316,172.23 212,133.34 39,104,038.89
820-00-1104Three gorges large-scale air-cooled units 28,125,000.00 5,625,000.00 22,500,000.00
Development of 600 MW hydro power generators 17,036,970.64 119,094.22 16,917,876.42
Nuclear power main pump motor manufacturing base
construction 16,566,092.28 671,569.24 14,894,523.04
Large turbine rotor welding equipment 8,346,800.00 8,346,800.00
Power management system and reform of power
management system 7,400,000.00 7,400,000.00
Development of CAP 1400 half-speed saturated steam
turbines 5,877,588.50 5,877,588.50
National International Science and Technology Cooperation
Project (Ministry of Finance) 5,290,000.00 5,290,000.00
Smart Manufacturing New Mode! 820-00-1705 5,000,000.00 5,000,000.00
Zhen Runke (2014) Document No. 5 on the Application for
Disbursement of Special Funds for Major Science and
Technology Projects 8,100,000.00 8,100,000.00
Special fund for major equipment autonomy 5,000,000.00 5,000,000.00
QOthers 33,680,018.86 26,769,619.00 23,807,184.00 -7,116,666.00 29,425,787.86
Total 173,638,642.51 31,769,619.00 43,634,980.80 -7,116,666.00 WMELNETXIENA
Note: Other changes are shared participation units that allocate research projects.
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

42.

43.

Paid-in capital

Increase(+) Decrease(-)

Conversionof  Conversion of
the accumulation  the undistributed

Shareholder’s name Opening balance  Capital increase Scrip share  funds into shares profit into shares Subtotal  FHERIEIEN

Harbin Electric Corporation 701,235,000.00  329,717,000.00 329,717,000.00 EEEEPX[IKI0]
Overseas-listed shares 675,571,000.00 675,571,000.00
Total 1,376,806,000.00  329,717,000.00 329,717,000.00 ELEZERIONI]
Note: The reason for the increase in capital reserve for the current period was the resolution passed at the

shareholders’ meeting on December 1, 2017, agreeing to issue new domestic shares to Harbin Electric
Group Co., Ltd., of which 3,297,700 shares were new shares. On December 6, 2017, the company received
RMB1,269,999,456.00 in new currency issued by Harbin Electric Group Co., Ltd., including RMB329,717,000.00
in share capital and RMB940,282,456.00 in capital premium.

Capital reserve

Items

Increase during Decrease during
Opening balance the period the period Closing balance

Capital surplus (share premium) 2,764,208,480.41 940,282,456.00 14,293,706.24 3,690,197,230.17

Other capital surplus

Total

2,764,208,480.41 940,282,456.00 14,293,706.24 3,690,197,230.17

Notes:

The reason for the increase in capital reserve for the current period was the resolution passed at the
shareholders’ meeting on December 1, 2017, agreeing to issue new domestic shares to Harbin Electric
Group Co., Ltd., of which 3,297,700 shares were new shares. On December 6, 2017, the company received
RMB1,269,999,456.00 in new currency issued by Harbin Electric Group Co., Ltd., including RMB329,717,000.00
in share capital and RMB940,282,456.00 in capital premium.

The reason for the reduction of capital reserve in this period was that the subsidiary Harbin Power Station Valve
Co., Ltd. cancelled its subsidiary Harbin Group Wannato Valve Co., Ltd.
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS

(CONTINUED)

44. Other comprehensive income

The amount incurred in current period

Current

amount

before the

Opening current

ltems balance income tax

Less:
Earnings

are included
in other
consolidated
income

Less: income
tax expense

Atter tax
attribution
to the parent
company

Atter tax
attributable
to minority

shareholders

Closing
balance

1. Other comprehensive income not reclassified subsequently to
profit or loss
Including: Changes in remeasurement on the net
liability and net asset defined benefit
scheme

Items of other comprehensive income attributable
to investees under equity method that are not
reclassified to profit or loss

2. Other comprehensive income to be reclassified subsequently
to profit or loss -6,938,794.70  23,827,952.07
Including: Items of other comprehensive income
attributable to investees under
equity method that may be
reclassified to profit or loss
Profit or loss from changes in fair value of
available-for-sale financial assets 27,936,621.75
Profit or loss from reclassification of held-to-
maturity investments as available-for-sale assets
Effective portion of the profit or loss on cash flow
hedging -10,356,135.06
Translation difference of financial statements in
foreign currencies 3,417,340.36  -4,108,669.68

-12,995,817.33

-12,995,817.33

8,933,528.03

6,984,155.44

1,949,372.59

25,453,003.92

18,515,228.86

11,046,444.74

-4,108,669.68

2,437,237.45

2,437,237.45

18,514,209.22

18,515,228.86

690,309.68

-691,329.32

Total other comprehensive income -6,938,794.70  23,827,952.07

-12,995,817.33

8,933,528.03

25,453,003.92

2,437,237.45

18,514,209.22
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

45.

46.

47.

Specialized reserve

Opening Increase during Decrease during
the period

Items balance

the period

Production safety charges 15,801,148.88

24,255,657.57

20,679,379.49

Total 15,801,148.88

24,255,657.57

20,679,379.49

Surplus reserve

Opening Increase during Decrease during

Items balance

the period

the period

Statutory surplus reserve 786,529,945.86

Total 786,529,945.86

Retained earnings

Items

Balance before adjustment at the end of preceding period

Add: Increase due to adjustment (or less: decrease)

Opening balance after adjustment

Add: Net profit attributable to owners of the parent company

Less: Appropriation of statutory surplus reserve
Appropriation of discretionary surplus reserve
Appropriation of general risk reserve

Dividend payable on ordinary shares

Dividend on ordinary share converted to share capital

Others

Closing balance

Current period

8,496,686,529.09

8,496,686,529.09
194,226,740.00

41,304,180.00

8,649,609,089.09

Closing balance

19,377,426.96

19,377,426.96

Closing balance

786,529,945.86

786,529,945.86

Last period

8,104,055,926.70

8,104,0565,926.70
413,282,692.39

20,652,090.00

8,496,686,529.09

Note: The Company’s distribution of common stock dividends to shareholders during the year was the 2016 after-tax
profit distribution plan which was reviewed and passed at the 2016 annual general meeting of the company
held on May 26, 2017. Based on the company’s total share capital of 1,376,806,000 at the end of 2016, the
company announced the distribution of the company’s 2016 final dividend of RMB0.03 per share (including the
applicable tax rate), and distributed 2016 final dividend of RMB41,304,180.00 in total(including tax).
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS

(CONTINUED)

48. Operating revenue and operating cost

1. Breakdown of Operating revenue and Operating cost

ltems

1. Main operating revenue
Main thermal power equipment
Main hydro power equipment
Engineering services for power
stations
Power station auxiliary equipment
and ancillary products
AC and DC motors and other
Nuclear power
2. Other operation
Selling materials
Technical service fees
Others

Total

198 HARBIN ELECTRIC COMPANY LIMITED

Current period

Revenue

31,345,884,860.70
13,871,644,397.96
1,146,212,806.36

10,704,840,383.96

1,339,075,625.77
2,251,536,060.95
2,032,575,585.70
194,438,995.68
122,103,672.33
15,291,425.41
57,043,897.94

31,540,323,856.38

Cost

27,104,569,528.75
11,571,125,295.18
963,884,354.15

10,207,510,174.17

1,143,869,453.69
1,704,961,907.44
1,513,218,344.12
163,384,698.59
120,804,124.13
1,228,080.11
41,352,494.35

27,267,954,227.34

Last period
Revenue Cost
30,749,840,369.47  26,480,745,654.15

12,169,545,679.76
2,484,169,071.08

9,912,653,082.76

1,437,705,553.48

9,886,112,064.34
2,294,377,165.10

9,122,676,142.39

1,209,666,608.23

2,736,151,060.34 2,250,117,379.63
2,009,615,922.05 1,717,796,294.46
179,5680,329.25 146,129,599.77
130,517,994.05 115,651,562.20
16,221,095.31
32,841,239.89 30,478,037.57
30,929,420,698.72  26,626,875,253.92




NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

48. Operating revenue and operating cost (Continued)
2. Construction contract

Top ten contract works with highest revenue recognized in the year are as below: :

Accumulated Accumulated Revenue

Total Cost of the Progress of revenue  Accumulated cost gross profit recognized in  Cost recognized

Project item Contracted value project Completion recognized recognized recognized  Settlement price  current period in current period
(%)

1. Fixed-price confract
Pakistani Lulu 1223MW
Combined Cycle Project 3,630,676,471.26  3,805,157,742.83 8356 303376218426 317957820254  -145796,018.28  2,930,167,376.14  2)585,849,566.43  2,731,956,673.73
Dubai Haiang Coal Power Plant
Project 15,459,898,638.61  15,693,757,595.03 1092 1687,649,08659 1713177,834.46  -25,528747.87  2991,828,26351  1,687,649,086.59  1,713,177,834.46
Turkey speed horse 2 * 255
mw coal-fired power station
project 3,395,452,005.97  3,069,047,579.86 9152 310765177252 280891350068  298,738,26284 299042698472 151826123301  1,389,340,766.12
Kay 1180 mw combined cycle
power plant project in
Pakistan 3481,776981.97  3,528,355,204.97 8823 307207389944 3 113171231.04  -41,007,33160 272350347394 1,028,480.867.32  1272,999,954.28
Ecuador Minas hydropower
project 3,342,895,860.88  3,258,617,882.81 86.26 2883492,698.08  2:810,796,764.83 72695933.25 334289586088  653,846,766.74  638,919,021.72
Bangladesh Baku 250MW coal-
fired thermal power project 182334306285 1,732,639,491.01 7553 137714761941 1308,640375.16 68,507,243.95  1505,656,759.74 63451084397  597,691,275.95
Ecuador 500KV EHV
Transmission and
Transformation Project 3,852,002,687.63  4,086,749,279.16 9287 357720525347 379521210620  -217,916,851.73  3,287,017,245.47 44623312752 511,711,69166
CLP Investment Haiyang 3# 882,115,384.62  704,400,000.00 400 36166730769  289,601,026.82 72,066,280.87  361,667,307.60  361,667,307.69  289,601,026.82
Indonesia Bantan Thermal Power
Project 3,960,198,770.17  3,662,379,918.07 96.25 381174879100 352500382367  286,654,967.42 385840069506 31466216856  288,271,289.58
Sudan New Nile River Power
Transmission Project 1,688,527,821.91  1440,258,268.20 7153 113632543825 103026342078  106,062,017.47  874603849.18 26586929288  248707,999.29
Total 41,416977,735.77  40,981,362,961.94 24,048.834,05050 2357444829418 474,385,756.32  24,866,167,816.02  9,697,039,250.71  9,682,377,533.61
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

48. Operating revenue and operating cost (Continued)
3 Expected loss for construction contract

Expected loss
Construction project amount Reason for expected loss Remarks

Pakistani Lulu 1223MW Combined Cycle Project 28,685,253.29 Expected project cost exceeds contract revenue

Pakistan Bikai 1180MW Combined Cycle Power 5,480,891.41 Expected project cost exceeds contract revenue
Station Project

Escalada Thermal Power Project in Ecuador 760,961.20 Expected project cost exceeds contract revenue

Ecuador 500KV EHV Transmission and 16,739,739.80 Expected project cost exceeds contract revenue
Transformation Project

Dubai Haxiang Coal Power Plant Project 208,330,208.66 Expected project cost exceeds contract revenue

Sanmen3# 3,047,350.43 Compared with Lufeng Haiyang's same type of

unit, the price of the Sanmen project contract is
low, the price of imported materials is high, and
it is difficult to process nuclear power projects.

Sanmen3# 3,047,350.43 Compared with Lufeng Haiyang’s same type of
unit, the price of the Sanmen project contract is
low, the price of imported materials is high, and
it is difficult to process nuclear power projects.

Shenhuaguohuaningdong 1# 6,967,919.43 Expected project cost exceeds contract revenue

Hefei Thermal Power Project 30,740,000.00 Estimated total cost is greater than projected total
revenue

Jixian Fengyuan Project 29,580,000.00 Estimated total cost is greater than projected total
revenue

Total 333,379,674.65
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

49.

Interest income and interest expense

items

Interest income

Interbank deposit

Deposit in central banks

Loans to other banks

Loans and advances paid

Including: Individual loans and advances
Company loans and advances
Discounted notes
Reverse-repo financial assets
Bond investments

Others

Including: Impaired financial asset interest income

Interest expense

Interbank deposit

Borrowings from central bank

Borrowings from other banks

Absorbing deposit

Proceeds of REPO financial assets

Issue of bonds

Others

Net interest income

Current period

440,314,100.89
426,929,921.87
12,832,809.58
194,444.44
129,816.62

129,816.62

227,108.38

24,780,211.04

24,780,211.04

415,533,889.85
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Last period

363,414,918.10
340,495,847 .61
14,204,519.09
637,222.21
8,011,146.45
4,795,024.67
3,216,121.78

66,182.74

6,358,429.84

6,358,429.84

357,056,488.26




NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS

Handling charges and commission income, and handling charges and commission

(CONTINUED)
50.
expenses
Items

51.

Revenue from handling charges and commission

Settlement and clearing fees

Agency services fees

Credit fees and commission

Bank card fees

Advisory fees

Custodian and other fiduciary service fees
Others

Handling charges and commission expenses
Handling charges

Commission expenses

Net handling charges and commission income

Taxes and surcharges

Items

Business tax

City maintenance and construction tax
Education surcharge

Local education surcharge

Stamp tax

Property tax

Tenure tax

Vehicle and vessel use tax

Others

Total
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Current period

9,091.93

9,091.93
15,292.72
15,292.72

-6,200.79

Current period

52,668,666.68
27,697,758.47
9,982,015.83
20,126,937.74
37,861,675.67
29,709,121.47
68,060.42
510,612.88

178,624,849.16

Last period

180,417.64

180,417.64
19,292.43
19,292.43

161,125.21

Last period

1,349,797.55
80,039,024.72
34,400,697.01
22,911,965.04
16,478,023.11
21,031,612.57
18,785,432.59
60,225.98
2,761.76

195,059,540.33




NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

52. Selling expenses
Items Current period Last period
Salary cost 199,437,711.67 202,788,429.39

Quality warranty expenses
Traveling expenses
Transportation expenses
activity fee

Overseas funds
consulting cost

228,295,986.87
71,646,606.53
49,182,240.75
14,302,815.74
26,198,056.33

15,117,553.31

200,748,525.59
77,132,736.38
66,248,319.17
17,989,115.90
17,221,691.89
17,063,798.03

Insurance fees 507,309.43 283,686.96
Business expenses 1,644,148.22 3,492,236.45
Office fee 2,847,602.77 3,152,828.36
Promotion expenses 1,177,655.50 577,254.64
Advertising fee 5,528,203.24 6,413,434.41
Others 23,490,098.52 25,121,934.80
Total 639,375,988.88 638,233,891.97
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

53.

Administrative expenses

Items

Salary expenses

Research and development expenses
Depreciation and amortization expenses
Maintenance expenses

Travelling expenses for conferences
Service contract fees

Office fees

Tax expenses

oversea fund

material consumption

Utility charges

heating fee

Freight expenses

Entertainment expenses

Disabled employment security fund
Agency costs

Auditor’s remuneration

amortization of low cost and short- lived goods
consulting fee

Verification fee

Insurance fee

Litigation costs

Technology transfer fee

Board fees

Sewage charges

Others

Total
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Current period

1,138,912,238.41

291,502,274.61
181,772,591.29
132,135,997.32
86,027,726.25
44,800,268.99
39,830,226.99

19,297,468.58
12,294,267.71
14,515,521.60
15,598,399.12
9,415,914.67
28,411,987.57
12,733,794.34
11,323,098.21
2,358,490.57
3,927,472.16
7,547,220.37
4,492,751.60
8,336,505.96
969,067.47
99,321.87
297,032.38
3,898,204.28
183,208,365.53

2,253,706,207.85

Last period

1,020,067,258.33

295,945,136.66
192,026,270.04
189,496,561.97
78,365,829.01
44,121,214.14
35,302,500.84
28,639,525.98
17,500,170.64
14,793,702.82
14,766,844.04
12,861,682.06
11,774,014.94
8,807,469.38
8,541,223.97
5,705,778.22
2,358,490.57
4,951,482.87
4,758,5679.48
3,864,098.08
3,5648,936.47
396,861.50
6,761,610.34
93,782.41
17929,655.39
129,315,324.01

2,136,693,904.16




NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

54.

55.

Financial expenses

Items

Interest expenses

Less: interest income
Exchange gain and loss
Handling charges
Others

Total

Impairment on assets

Items

Bad debts

Inventory write-down loss

Loan impairment

Impairment loss of available-for-sale
Financial assets

Long-term equity investment impairment loss
Impairment loss of fixed assets

Impairment loss of construction in progress
Impairment loss of intangible assets

Total

Current period

241,715,596.09
47,822,335.41
100,183,554.29
22,693,862.71
6,018,523.17

322,789,200.85

Current period

496,943,368.14
485,214,814.27
-92,236.44
4,000,000.00

1,419,804.00
27,048,626.92
366,000.00
2,228,239.67

1,017,128,616.56
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Last period

273,617,831.40
59,198,957.71
-87,277,521.94
27,528,407.00
-27,164,363.95

127,505,394.80

Last period

268,757,610.17
278,107,298.86
97,206.82

28,413,362.62

575,375,478.47




NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

56. gain from fair-value changes

The source of gain on changes of fair value Current period Last period
Financial assets at fair value through profit or loss -12,995,817.33 9,110,127.34
Including: gain on changes of fair value in derivative financial

liabilities -12,995,817.33 9,110,127.34
Financial liabilities at fair value through profit or loss
Investment property at fair value
Total -12,995,817.33 9,110,127.34

Note: Financial assets and financial liabilities whose fair value is measured and whose changes are recognized in
profit or loss for the current period are the forward foreign exchange settlement contracts entered into by the
company to avoid exchange rate fluctuations. On the balance sheet date, the fair value of exchange rate and

forward foreign exchange based on the balance sheet date is used to calculate the fair value gains

57. Investment income

Items

Cost accounting method of a long-term equity investment gains

Income from long-term equity investments
under equity method

Gains on disposal of long-term equity investments

Gains on holding financial assets at fair value through profit or
loss

Gains on disposal of financial assets at fair value through profit or
loss

Gains on holding held-to-maturity investments

Gains on holding available-for-sale financial assets

Gains on disposal of available-for-sale financial assets

After the loss of control, gains from remeasuring the remaining
equity at fair value

Foreign exchange hedging business profit and loss

Total
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Current period

26,360,761.31
25,721,172.72

69,195,981.50
271,077.79

-82,275.23

121,466,718.09

Last period

1,783,571.40
6,997,011.78

47,846,100.80
1,475,753.43

-352,646,350.58

-294,643,913.17




NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

58. Asset disposal income

Including the
amount of non-
recurring profit
and loss for the
Items Current period Last period current period

Disposal of fixed assets income 3,627,423.23 5,719,256.88 3,627,423.23
Disposal of intangible assets income

Total 3,627,423.23 5,719,256.88 3,627,423.23

59. Exchange gains

Items Current period Last period

Exchange gains 496.06

Total 496.06

60. Other income

Items Current period Last period

Government subsidy 45,731,908.93

Total 45,731,908.93
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

60. Other income (Continued)
Including the government subsidy for the current profit and loss

Items Current period Last period

Development and Demonstration of Key Technologies for Burning
600MW Super (ultra-) Boiler in Zhundong High-alkalinity Coal in
Xinjiang 50,000.00

Development and Demonstration of Critical Technology for
Supercritical (Hybrid) Corner Tangentially Fired n-Type Boiler

Burning High-alkali Coal in Xinjiang 401,233.00
600-1000MW grade super (super) critical Zhundong coal boiler R

&D 333,333.00
Development of 660MW High-Efficiency Ultra-Supercritical

Circulating Fluidized Bed Boiler 430,000.00
Development of key technology for burning 600MW class super

(super) critical boiler in Zhundong Coal 100,000.00

High sulfur/high alkali coal ultra-low emission technology and
equipment integration and application 108,000.00

Low pollutant combustion technology and application 746,000.00

Experimental Study on MW-Grade Tangent Circle Hot State
Experiment of Semi-coke and Gasification Residue Carbon
Blended with Coal Blending Synergistic Combustion

Technology 267,500.00
Construction and Experimental Research of Test Platform for Ultra

Low Volatile Carbon-based Fuel Preheating Burners 117,500.00
Three Gorges Giant Total Air Cooling Unit 820-00-1104 5,625,000.00
600MW tidal current generator 820-00-1308 119,094.22
Ocean Energy Comprehensive Technical Service Platform

Construction 820-00-1401 3,871.41
700m water head section pumped storage unit hydraulic

performance R & D 820-00-1501 442,728.38

Research and Application of Integration of Key Equipment and
Safe Operation of Long-distance Water Transfer Project Gate
Valve System 820-00-1606 9,216.00

Zhen Runke (2014) Document No. 5 on the Application for
Disbursement of Special Funds for Major Science and
Technology Projects 8,100,000.00

Zhenjiang 2011 City-level SME Development Special Guidance
Fund 45,645.86
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(Unless otherwise stated, all amounts are denominated in Renminbi)

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

60. Other income (Continued)
Including the government subsidy for the current profit and loss (Continued)

Items Current period Last period

Zhenjiang City’s eighth batch of science and technology plans
(emerging industrial and technological special projects) and
expenditures for expenditures on technology research and
development in 2011

2011BAF03B03 (YANG KAI LI)

Funding for research on starting methods, ventilation and cooling

technologies for large-scale generator motors

Development of loT-based power generation equipment lifecycle

service support system project grants

Jiangbei Base Research Center

Loan interest

Technical special funds

Leading industry technological transformation project discount
interest funds

Research on Key Manufacturing Technology of AP1000 Steam
Generator

Military refunds

Patented technology rewards

Study on High Temperature Performance of High Temperature
Alloy Materials for Gas Turbines

Joint development of efficient trough solar thermal power
generation technology

Research on Preparation Technology and Application of Cast
Superalloy

Development of an Efficient 660,000 kilowatt Ultra-supercritical
Steam Turbine Unit

2017 City-level Service Outsourcing Development Special Fund

Short-term export credit insurance subsidy income

Total

114,114.66
45,461.46

165,674.63
107,729.37
1,575,700.00
11,000,000.00
993,000.00
266,666.64
500,000.00
4,832,981.66
91,000.00

1,616,226.61

1,868,913.40

2,986,453.00

100,000.00
800,000.00
1,768,865.63

45,731,908.93
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

61. Non-operating income

1. Non-operating income details

Items

Current period

Last period

Included in the
amount of the
non-recurring

gains and losses
of the current
period

Gains on debt restructuring

Gains on trading of non-cash assets
Donation received

Government grants

Others

325,314.71

50,5639,789.12
21,359,762.52

102,771,108.59
10,166,735.13

325,314.71

50,539,789.12
21,359,762.52

Total

72,224,866.35

112,937,843.72

72,224,866.35

Government grants recognized into profit and loss in the current period

Items

Current period

Last period

Related to
assets/related to
income

Government incentive funds

City Financial Award Fund

Steady occupation subsidies

Industrial Development Fund Award

Thousand Talents Program — 2 Talents 5 Years
Life Expense Subsidy

Harbin Municipal Market Supervision Bureau
Mayor Quality Award

Patent technology grant funds

New District Construction Cost Subsidy

Unemployment insurance subsidies

Chengdu Bureau of Economic and Technical
Development Subsidy Fund

Harbin City Unemployment Insurance Fund
Management Center

Harbin Electric Group Retired Cadre Medical
Expense Subsidy

Withholding personal income tax fees
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20,000,000.00
12,060,000.00
6,244,713.39
3,283,000.00

1,215,000.00
1,000,000.00
677,500.00
671,569.24
5563,722.11
501,200.00

496,995.16

460,000.00
443,042.56

12,886,299.00
2,000,000.00

1,215,000.00

1,198,180.90

671,569.24

9,991,848.00

Related to income
Related to income
Related to income
Related to income

Related to income

Related to income

Related to income

Related to income

Related to income

Related to income

Related to income

Related to income
Related to income



NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

61. Non-operating income (Continued)

2. Government grants recognized into profit and loss in the current period (Continued)

Related to
assets/related to
Items Current period Last period income
Received the Ministry of Science and
Technology 10,000 person plan special
support funds 250,000.00 Related to income
Enterprises recruit university graduates’ grant
funds 239,880.74 1,639,233.69 Related to income

Xindu District Economic and Technological

Investment Promotion and Information

Technology Bureau added new interest on

liquidity loans 213,500.00 Related to income
Heilongjiang Provincial Department of Human

Resources and Social Security, Heilongjiang

Province, Leading Talents Team, “535

Project”, First Level, Echelon Funding 200,000.00 Related to income
Harbin City Science and Technology Bureau

Deoxygen Condenser Project Revenue 200,000.00 Related to income
Participate in international standardization

activities in 2017 130,000.00 Related to income

Heilongjiang Provincial Human Resources
and Social Security Department Provincial

Leading Talent Echelon Funding 100,000.00 Related to income
Supercritical and ultra-supercritical turbine

blade technical standards 100,000.00 Related to income
Harbin Employment Leading Group Office

Skills Master Studio Subsidy 50,000.00 Related to income
Vehicle scrapping assistance 43,000.00 Related to income
Key Enterprises in Harbin City Introduce

Special Talents Special Support Funds 38,250.00 Related to income
Qinhuangdao Science and Technology Bureau

Patent Application Subsidy 30,500.00 Related to income
Booth subsidy 12,000.00 Related to income
Key project product tax exemption (military

products) 20,443,895.98 Related to income
Three Gorges giant full air cooling unit 5,625,000.00 Related to income
Zhenjiang 2012 Runzhou Emerging Industry

Development Special Guide Fund 4,078,564.55 Related to income
Service Outsourcing and Technology Export

Subsidies in 2015 3,550,000.00 Related to income
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

61. Non-operating income (Continued)

2. Government grants recognized into profit and loss in the current period (Continued)
Related to
assets/related to

Items Current period Last period income

Development and Application of Series Tool
for Typical Parts Processing of Steam

Turbine and Gas Turbine 210,659.43 Related to income
International cooperation projects 3,760,000.00 Related to income
Electron beam welding technology and quality

control for thick and complex structures 2,5623,737.07 Related to income

National Nuclear Power Major Project-

Development of Shanghai CAP1000MW

Nuclear Power Half-speed Turbogenerator 2,184,816.68 Related to income
Development of key valves for ultra-

supercritical thermal power units 2,000,000.00 Related to income
Harbin Finance Treasury Payment Center — 16

Years of Industrial Development Gold First

Set Award 2,000,000.00 Related to income
Development and Application of 1000MW

Ultra-Supercritical Unit with High Load Rate 1,829,9038.96 Related to income
AP1000 nuclear power semi-speed generator 1,806,552.67 Related to income
Transferring social security subsidies for

14/15 years 1,329,513.00 Related to income
Development of a 1.5 MW Semi-Direct Drive

Permanent Magnet Wind Generator 1,200,000.00 Related to income
1000MW Digital Design and Manufacturing

Cooperative System 1,000,000.00 Related to income
Equipment manufacturing industry first (sets)

product project 1,000,000.00 Related to income
Others 1,325,915.92 18,626,334.42 Related to income
Total 50,539,789.12 102,771,108.59
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

62.

63.

Non-operating expenses

Amount for this

Amount for

Including the
amount of non-
recurring gains

and losses of the

Items period previous period current period
Total non-current asset retirement loss 3,695,842.30 3,695,842.30
Including: loss of retirement of fixed assets 3,695,842.30 3,695,842.30

Intangible asset retirement loss
Losses from debt restructuring
Non-monetary asset exchange losses
Donate to the outside world
Expected loss contract

Others

156,360,284.89
2,905,518.01

162,949,022.36

156,360,284.89
2,905,518.01

Total

162,961,645.20

162,949,022.36

162,961,645.20

Tax income expense

1. Income tax expense subproject status

Items

Current income tax calculated according to tax law and

related regulations
Deferred income tax adjustment

Total

A\ eI T8 Amount for previous

period

163,258,837.00

-80,861,025.97

194,055,270.91
-28,479,970.82

82,397,811.03

165,575,300.09
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

63. Tax income expense (Continued)

2. Accounting profit and income tax expense adjustment process

Items

Amount for this
period

Total profit

Income tax expense at legal or applicable tax rate

Subsidiaries apply different tax rates

Adjust the impact of income tax in previous periods

The impact of non-taxable income

R&D expenditures plus deductions

Non-deductible costs, expenses, and impact of loss

Impact of the use of deductible losses on the use of unrecognized deferred income
tax assets in the prior period

The impact of deductible temporary differences or deductible losses on deferred
income tax assets that have not been recognized in the current period

Other

Income tax expense

343,366,404.93
77,493,5612.26
-1,301,724.78
1,994,271.73
-814,115.75
-20,347,581.52
70,554,064.38

-90,040,173.14

46,392,735.45

-1,633,177.60
82,397,811.03

214 HARBIN ELECTRIC COMPANY LIMITED



NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

64. Cash flow statement supplementary information

1.

Cash flow statement supplementary information

Items

1.Regulate net profit as operating activity cash flow
Net profit
Add: Impairment preparation of asset
Depreciation of fixed assets, loss of oil and gas assets,
and depreciation of productive biological assets
Amortization of intangible assets
Amortization of long-term deferred expenses
Disposal of fixed assets, intangible assets and other
long-term assets (revenues are marked with “-”)
Loss of scrapped fixed assets (earnings are marked
with “-")
Loss of change in fair value (income is marked with a
“-“sign)
Financial expenses (revenues are marked with “-”)
Loss of investment (earnings are marked with “-”)
Deferred income tax assets decreased (increased by
-7
Deferred income tax liabilities increase (decrease by “-”)
Decrease of inventory (added with “-“sign)
Reduction of operational receivables (added with “-”)
Increase in operating payables (decrease by “-”)
Others
Net cash flow from operating activities
2.Major investment and financing activities that do not
involve cash receipts and payments
Conversion of debt into capital
Convertible corporate bonds due within one year
Finance leased fixed assets
3.Net changes in cash and cash equivalents
Cash closing balance
Less: Opening balance of cash
Plus: closing balance of cash equivalents
Less: Opening balance of cash equivalents
Net increase in cash and cash equivalents

Amount for this
period

260,968,593.90
1,017,128,616.56

696,372,060.51
50,953,111.61
12,017,505.45

-3,627,423.23
3,695,842.30
12,995,817.33
439,256,686.96
-121,466,718.09
-80,861,025.97
579,269,657.41
-1,274,536,453.37
-4,275,691,999.21

-8,723,349.80
-2,692,249,077.64

15,290,694,982.85
17,204,139,648.41

-1,913,444,665.56
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Amount for previous
period

491,693,840.86
575,375,478.47

690,016,887.20
49,315,328.46
11,854,239.98

-5,684,416.42

-9,110,127.34
216,825,945.72
294,543,918.17

-87,293,996.03

-866,384,573.63
-1,907,691,904.04
2,134,373,061.15
41,238.87
1,5687,774,916.42

17,204,139,648.41
17,178,496,464.76

25,643,183.65




NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

64. Cash flow statement supplementary information1. (Continued)
2. Composition of cash and cash equivalents:

Items Closing balance Opening balance

1.Cash 15,206,290,892.00 17,204,139,648.41
Including: Cash 6,045,527.87 8,884,872.77
Bank deposits that can be used for payment
at any time 14,825,563,521.13 14,251,539,960.14
Other currency funds that can be used to pay
at any time
Central bank deposits available for payment 107,027,977.01 9,421,521.562
Depositing fellowships 266,874,755.83 2,934,293,293.98

Placement of interbank payments
2.Cash equivalents
Including: Bond investment due within three months
3.Cash and cash equivalents at the end of the period 15,206,290,892.00 17,204,139,648.41
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

65. Assets with limited ownership or use rights

Items Closing book value Reason

Cash 958,947,389.47 Acceptance of money received, deposit of reserve
deposits of the Central Bank, etc.

Fixed assets 90,371,372.40 Note 1

Intangible assets 31,389,048.73 Note 2

Total 1,080,707,810.60 -

Notes:

(1) The closing book value of restricted fixed assets is RMB84,111,272.40, and the closing book value of restricted

intangible assets is RMB26,174,848.73. The main reason is that Harbin Electric Machinery (Zhenjiang) Co.,
Ltd. signed three contracts with Zhenjiang Branch of Bank of China Co., Ltd. in 2014. The maximum amount
of mortgage contracts, respectively: 1) with 17 sets (sets) of machinery and equipment as collateral contract
number: 150319582E14061201-3, the contract amount of 29,937,700.00 yuan the maximum amount of
mortgage contract. The relevant loan was paid off on September 2, 2016. Mortgage registration was cancelled;
2) The maximum mortgage contract with the contract amount of RMB54,967,600.00 with the house construction
as the mortgage item contract number: 1560319582E14061201-2; 3) the mortgage contract with the land
contract number: 150319582E14061201-1 and the maximum contract amount of RMB21,991,830.00. Including:
Mortgage contract with house construction as collateral, contract number 150319582E14061201-2 expires on
June 1, 2017, and mortgage contract with contract number 150319582E14061201-1 on June 1, 2017. Expiry;
because the relevant obligations have not been lifted, the mortgage contract is still effective.

(2) The closing book value of restricted fixed assets of RMB6,260,100.00, and the closing book value of restricted
intangible assets of RMB5,214,200.00 mainly from June 2, 2017 Chengdu Sanlia Technology Co., Ltd. and
Chengdu Rural Commercial Bank Co., Ltd. Xindu Taixing Subbranch. The contract for the working capital loan
signed by Xin Tai Gongliu of 2017 was signed with the borrowing amount of RMB15,900,000.00. The borrowing
period was from June 2, 2017 to June 1, 2018, and the interest rate was 7.84%. The above borrowing was
made by the serial number agriculture. Shang Xin Taigong reached 20160003 and provided credits for its
borrowings. The collaterals were property and land use rights. The number of the mortgaged property is “No.
0289953 of new house right certificate, No. 0388958 of new house right certificate, No. 0388950 of new house
right certificate, No. 0388955 of new house right certificate and land of Xindu Guoyong (2015) No. 10439. Right
of use.”
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

V. NOTES TO KEY ITEMS IN CONSOLIDATED FINANCIAL STATEMENTS

(CONTINUED)
66. Foreign Currency ltems

Items

Closing balance

Exchange rate

Closing balance

Cash
Including: USD
Pakistan Rupee
United Arab Emirates Dirham
Sudanese pound
EUR
Other monetary

Account receivable

Including: USD
Sudanese pound

EUR

Other receivables
Including: USD
Pakistan Rupee
Dirham
Indonesian Rupiah
Other monetary

Account payable
Including: USD
Other monetary

Other payables
Including: USD
Other monetary

Absorb deposit
Including: USD

Interest payable
Including: USD

227,737,901.47
891,1083,402.03
16,247,726.95
15,722,5698.42
1,396,836.45
1,5678,110,191.06

91,5697,899.18
1,285,856.05
1,002,473.58

35,183,881.44
1,589,173,749.80
3,546,257.71
24,956,976,911.13
5,719,5699,040.40

42,963,902.78
5,808,744.24

1,696,175.44
3,072,621,259.03

1,107,648.56

14,235.14

6.5342
0.0590
1.7790
0.9314
7.8023

6.5342
0.9314
7.8023

6.5342
0.0590
1.7790
0.0005

6.5342

6.5342

6.5342

6.5342

1,603,609,370.85
1,488,084,995.78
52,675,100.72
28,904,706.24
14,644,028.17
10,898,537.02
8,502,002.92

607,538,238.77
598,518,992.84
1,197,646.32
7,821,599.61

349,181,161.73
229,898,518.11
93,697,684.28
6,308,792.47
12,020,565.07
7,255,601.80

281,160,906.95
280,734,733.57
426,173.38

13,1562,672.72
11,083,149.55
2,069,423.17

7,237,597.21
#2375

93,015.28
93,015.28
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NOTES TO 2017 FINANCIAL STATEMENTS

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

V. CHANGE OF SCOPE

(1)

(2)
(3)
4)

Business mergers not under common control

1. Non-incurrence of business combination under the same control in this period

2. Business mergers under the same control that did not occur in this period

There was no reverse purchase in this period.

Non-disposal of subsidiaries during the current period.

Changes in consolidation scope with other reasons

The company’s third-level subsidiary, Hadian Group Wannato Valve Co., Ltd. was cancelled in December 2017.

Before the liquidation was cancelled, the subsidiary has been properly incorporated into the consolidated

statement of the company.

VIiil. EQUITY IN OTHER ENTITIES

(1)

Equity in subsidiaries

1. The composition of enterprise groups
Main Main
operating business Share holding
Name place Registration  country Nature proportion (%) Method
Direct Indirect
Harbin Boiler Factory Co., Ltd ~ Harbin Harbin China manufacturing 92.08 Shareholder
investment
Harbin Electric Machinery Harbin Harbin China manufacturing 89.63 Shareholder
Co., Ltd. investment
Harbin Steam Turbine Harbin Harbin China manufacturing 7091 Shareholder
Factory Co., Ltd. investment
Harbin Electric Intemational Harbin Harbin Pakistan, Ecuador,  manufacturing 100 Investment
Engineering Co., Ltd. Turkey, etc.
Harbin Electric Power Harbin Harbin China Service industry 75 Investment

Generation Equipment
National Engineering
Research Center Co., Ltd
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

VIIl. EQUITY IN OTHER ENTITIES (CONTINUED)

(1) Equity in subsidiaries (Continued)

7. The composition of enterprise groups (Continued)
Main Main
operating business Share holding
Name place Registration  country Nature proportion (%) Method
Direct Indirect
Harbin Power Technology Harbin Harbin China Export trade 55.56 41.82 Investment

Trade Co., Ltd. (Note 1)

Harbin Electric Group Qinghuangdao  QingHuangdao  China manufacturing 34.15 5645 Investment
(Qinhuangdao) Heavy
Equipment Co., Ltd. (Nofe 2)

Harbin Electric Power Harbin Harbin China manufacturing 100 Investment
Equipment Co., Ltd.

Harbin Electric Power Harbin Harbin China manufacturing 100 Investment
Group Harbin Power
Station Valve Co., Ltd.

Harbin Electric Group Harbin Harbin China Finance 55.00 33.16  Company under
Finance Co., Ltd. (Note 3) the same
control
Chengdu Sanlia Technology ChengDU ChnegDu China manufacturing 407 Liquidation

Co., Ltd. (Note 4)

Shenzhen Ha Dynamic Shenzhen ShenZhen China Trade 60 Investment
Huihua Industry & Trade
Co., Ltd. (Note 5)

Harbin Harbin Electric Company Harbin Harbin China Other machinery 100 Corporate
and electronics merger under
wholesale the same
control
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

VIIl. EQUITY IN OTHER ENTITIES (CONTINUED)

(1)

Equity in subsidiaries (Continued)
1. The composition of enterprise groups (Continued)
The list of directors of the company’s major subsidiaries is as follows:

Liu Zhiquan, Wang Dexing, Zhang Wei, Zhang Yanjun, Fan Xianfeng, Tian Zhenquan, Wang Qianzhuang,
Che Dongguang, Xu Wei, Sun Baohong, Zhang Rui, Tao Xingming, Qu Xianwei, Li Guogiang, Wu
Hao, Zhang Zhenjiang, Xue Wei, Wang Yue, Lu Zhigiang, Li Changbao, Yao Hongwei, Cheng Yue, Yu
Haoyang, Zhong Weibin, Li Weidong, Li Mengqi, Zhang Jie, Jiang Qinghai, Wang Gui, Yang Qiguo,
Zhang Hongtao, Gao Chao, Wang Xiaoqun, Qu Aimin, Chi Ming, Zhang Dianjun, Guo Yu, Wang Xiaotong,
Wang Xiaohong, Ai Lisong, Zhang Liwei, Liu Rui, Wang Shouge, Chen Jun, Gao Xuguang, Saipeng,
Song Zhaoyuan and others. The proportion of shares held by a subsidiary differs from the proportion of
voting rights:

1. The shareholding structure of Harbin Power Technology Trade Co., Ltd. is 55.55% held by the
company. Harbin Electric International Engineering Co., Ltd., a subsidiary of the company, holds
27.77% of the shares. Harbin Electric Machinery Co., Ltd., Harbin Boiler Factory Co., Ltd. and
Harbin Steam Turbine Factory Co., Ltd. holds 5.56% each, and the company holds 97.38%.

2. The shareholding structure of Harbin Electric Group (Qinhuangdao) Heavy Equipment Co., Ltd.
is 34.15% held by the company. The subsidiaries of Harbin Electric Machinery Co., Ltd., Harbin
Boiler Factory Co., Ltd. and Harbin Steam Turbine Factory Co., Ltd. each hold shares.
21.95%, 89.60% of the company’s merger shares.

3. The shareholding structure of Harbin Electric Group Finance Co., Ltd. is 55.00% held by the
company. Harbin Electric International Engineering Co., Ltd., a subsidiary of the Company, holds
18.00% of the shares. Harbin Electric Machinery Co., Ltd., Harbin Boiler Factory Co., Ltd. and
Harbin Steam Turbine Factory Co., Ltd. holds 6.00% each, and the company holds 88.16% of the
shares.

The basis for holding half or less of the voting rights but still controlling the investee, and holding
more than half of the voting rights but not controlling the investee:

4. The equity structure of Chengdu Sanlia Technology Co., Ltd. is 40.70% of the shares held by the
company and 40.70% of the shares are entitled to voting. As the company’s directors are more

than half of its board members, it controls the formation of the company.

5% The equity structure of Shenzhen Hadong Huihua Industry & Trade Co., Ltd.
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(Unless otherwise stated, all amounts are denominated in Renminbi)

VIIl. EQUITY IN OTHER ENTITIES (CONTINUED)

(1)

Equity in subsidiaries (Continued)

2, An important non-wholly-owned subsidiary

Named

Share

holding of
minority
shareholders (%)

Gain and loss
attributable

to minority
shareholders
during the
current period

Distribute
dividends

to minority
shareholders
in this period

Balance

of Minority
Interests

at the End
of the Period

Harbin Electric Machinery Co., Ltd.
Harbin Boiler Factory Co., Ltd.
Harbin Steam Turbine Factory
Co., Ltd
Harbin Electric Group Finance
Co., Ltd

10.37
7.92

29.09

9.00

3,117,622.14
23,332,957.21

30,188,400.73

17,880,279.17

5,085,740.88

2,461,951.35

543,329,580.63
450,435,577.34

6,797,007.97

184,111,666.43

3 Major non-wholly-owned subsidiary’s major financial information

Subsidiaries Name Current asset

Harbin Electric Machinery Co., Ltd
Harbin Boiler Factory Co., Ltd.
Harbin Steam Turbine Factory Co., Ltd.

10,490,823,587.40
18,749,066,406.17
9,794,830,023.87

Harbin Electric Group Finance Co., Ltd. WESENPALLERE)

Non-current
asset

1,801,738,581.52
1,883,282,508.24
2,255,535,355.09

779,739,011.95

12,292,562,168.92
20,632,348,914.41
12,050,365,378.96
14,820,015,761.74

Closing balance

Total asset

Opening balance

liabilities

6,756,004,877.38
14,599,932,353.09
11,901,780,374.67
12,767,171,423.71

Current

Non-current
liabilities

297,120,641.27
310,304,139.72
125,219,550.21

7,150,155.44

Total
liabilities

7,053,125,518.65
14,910,236,492.81
12,026,999,933.88
12,774,330,579.15

Non-current Total Current Non-current Total
Subsidiaries Name Current asset asset asset liabilities liabilities liabilities
Harbin Electric Machinery Co., Ltd 9,955,490,105.78  1,920,215,639.91 11,875,705,745.69  6,386,407,016.94 280,225,370.50  6,666,632,387.44
Harbin Boiler Factory Co., Ltd. 19,814,766,086.23  1,758,939,754.54  21,573,705,840.77  15,790,589,897.19 294,833,860.03  16,085,423,757.22
Harbin Steam Turbine Factory Co., Ltd ~ 10,824,655,276.50  1,915,863,826.92  12,740,519,103.42  12,660,678,451.47 160,944,128.91  12,821,622,580.38
Harbin Electric Group Finance Co., Ltd ~ 14,894,541,318.55 490,287,100.51 15,384,828,419.06  13,531,410,456.37 13,531,410,456.37
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

VIIl. EQUITY IN OTHER ENTITIES (CONTINUED)

(1) Equity in subsidiaries (Continued)

3.

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

Major non-wholly-owned subsidiary’s major financial information (Continued)

Subcompany name

Harbin Electric Machinery Co., Ltd.

Harbin Boiler Factory Co., Ltd

Harbin Steam Turbine Factory
Co., Ltd

Harbin Electric Group Finance
Co., Ltd.

Operating
income

3,546,878,139.25
8,679,103,061.65

6,103,657,734.41

458,653,543.63

Amount for this period

Net profit

29,662,689.14
298,044,238.05

103,178,857.61

198,669,768.59

Total
comprehensive
income

29,662,689.14
298,044,238.05

103,178,857.61

219,622,234.90

Amount for previous period

Cash flow
from operating
activities

349,981,865.72
-820,381,815.30

-938,163,638.30

-818,606,504.20

Total Cash flow

Operating comprehensive from operating

Subcompany name income Net profit income activities
Harbin Electric Machinery Co., Ltd. 4,615,804,100.34 -2,640,082.79 -2,640,082.79 39,818,600.16

Harbin Boiler Factory Co., Ltd.
Harbin Steam Turbine Factory

9,049,207,004.68

359,167,660.48

359,167,660.48

10,330,800.94

Co., Ltd. 5,385,324,707.52 52,286,310.25 52,286,310.25  -170,785,247.52
Harbin Electric Group Finance
Co., Ltd. 382,149,601.47 136,775,074.98 136,775,074.98  -848,811,399.26
(2) Equity in joint venture arrangements or associates
1. Important associates
Accounting for
investments in
Main operation Share holding (%) joint ventures or
Name location Registration  Nature Direct Indirect  associates method
GE-Ha Power Energy Services Qinhuangdao Qinhuangdao  Energy service 4 Equity method
(Qinhuangdao) Co., Ltd.
Huludao Binhai Electric Power Huludao Huludao manufacturing 50 Equity method

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

VIIl. EQUITY IN OTHER ENTITIES (CONTINUED)

(2)

Equity in joint venture arrangements or associates (Continued)

2.

Major financial information of major associates

Items

Current assets
Including: cash and cash equivalents
Non-current assets

Total assets

Current liabilities

Non-current liabilities
Total liabilities

Interest of minority shareholders
Attributable to the equity of the parent company
Share of net assets by shareholding
Adjustment items
— Goodwill
— Unrealized profit of internal transaction
— Others
Book value of equity investment in joint ventures
The fair value of equity investment in joint ventures
with open bids

Operating income

Financial expense

Income tax expense

Net profit

Discontinued operating net profit

Other comprehensive income

Total comprehensive income

Dividends from joint ventures received during the
current year
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GE-Ha Power Energy Services

Closing balance

333,786,606.36

104,391,019.73

438,177,626.09

107,845,951.62

107,845,951.62

330,331,674.47
135,435,986.53

135,003,849.87

282,443,110.84
-1,872,687.75
17,709,280.65
59,674,236.13

59,674,236.13

17,767,425.00

(Qinhuangdao) Co., Ltd.

Opening balance

280,695,281.45

101,005,718.71

381,701,000.16

67,708,378.82

67,708,378.82

313,992,621.34
128,736,974.75

128,304,838.06

222,739,400.87
-3,588,255.06
12,636,276.05
36,656,695.57

36,656,695.57

17,789,069.00




NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

VIIIl. EQUITY IN OTHER ENTITIES (CONTINUED)
(2) Equity in joint venture arrangements or associates (Continued)
2. Major financial information of major associates (Continued)

Huludao Binhai Electric Power Co., Ltd.

Items

Current asset
Non-current asset

Total asset

Current liabilities

Non-current liabilities
Total liabilities

Equity of minority shareholders
Attributable to the equity of the parent company
Share of net assets by shareholding
Adjustment items
— Goodwill
— Unrealized profit from the internal transaction
— Others
Book value of equity investment in associates
The fair value of the equity investment of an associated
company that has a public quotation

Operating income

Net profit

Discontinued operating net profit
Other comprehensive income
Total comprehensive income

Dividend from the joint venture

Closing balance

76,255,087.90
28,557,819.81

104,812,907.71

2,282,109.49

2,282,109.49

102,530,798.22
51,265,399.11

49,898,970.38
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Opening balance

76,255,087.90
28,557,819.81

104,812,907.71

2,282,109.49

2,282,109.49

102,530,798.22
51,265,399.11

51,265,399.11

24,611,992.28
-2,030,495.96

-2,030,495.96




NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

Viil. EQUITY IN OTHER ENTITIES (CONTINUED)

(2)

Equity in joint venture arrangements or associates (Continued)
3, Summary financial information of unimportant joint ventures and associates

Items Closing balance Opening balance

Joint venture :

Total investment book value 18,086,294.53 34,782,336.75
Total amount basis on the Proportion of share hold

— Net profit 1,894,324.50 -14,223,778.66
— Other comprehensive income

— Total comprehensive income 1,894,324.50 -14,223,778.66

Viil. RELATED RISKS OF FINANCIAL TOOLS

The company faces various financial risks in the course of its operations: credit risk, market risk and liquidity risk. The
board of directors of the company is fully responsible for the determination of risk management objectives and policies
and bears ultimate responsibility for risk management objectives and policies. The company’s internal auditors also

audit the risk management policies and procedures and report the findings to the audit committee.

The overall goal of the company’s risk management is to formulate a risk management policy that minimizes risks

without excessively affecting the company’s competitiveness and resilience.

(1)

Credit risks

Credit risk refers to the risk that one party to a financial instrument fails to perform its obligations and causes
financial losses to the other. The company is mainly facing customer credit risk caused by credit sales. Before
the signing of the new contract, the company will evaluate the credit risk of the new customer, including the
external credit rating and, in some cases, the bank credit certificate (when this information is available). The
company sets a credit limit for each customer, which is the maximum amount that does not require additional
approval. The company’s major customers are clients at the border and have handled the export business
credit insurance for the accounts receivable of the major customers.

The company ensures that the company’s overall credit risk is within control of the company through quarterly
monitoring of existing customer credit ratings and monthly review of accounts receivable aging analysis. When
monitoring the customer’s credit risk, they are grouped according to their credit characteristics. Customers
rated as “high-risk” will be placed on the list of restricted customers, and the company can only sell them on the
premise of additional approval, otherwise they must be required to pay in advance
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(Unless otherwise stated, all amounts are denominated in Renminbi)

VIIl. RELATED RISKS OF FINANCIAL TOOLS (CONTINUED)
(2) Market risks

The market risk of financial instruments refers to the risk that the fair value or future cash flow of financial
instruments fluctuates due to changes in market prices, including foreign exchange risk, interest rate risk and
other price risks.

(1) Interest rate risk

Interest rate risk refers to the risk that the fair value or future cash flow of a financial instrument will
fluctuate due to changes in market interest rates. The interest rate risk faced by the company mainly
comes from short-term bank borrowings. The bank borrowed RMB115,600,000.00 which was calculated
by the company at the same national standard interest rate for the same period or a certain percentage
of interest rate. Under the assumption that other variables are unchanged, when the rate of interest
changes reasonably and the possible 100% benchmark point changes, it will not have a significant
impact on the company’s total profit and shareholders’ equity.

(2)  Foreign exchange risk

Foreign exchange risk refers to the risk that the fair value or future cash flow of a financial instrument will
fluctuate due to changes in foreign exchange rates. The company’s exposure to foreign exchange risk is
mainly related to US Dollars, Euros, Hong Kong Dollars, and British Pounds, with the exception of Harbin
Electric International Engineering Co., Ltd., a subsidiary of the Company, which purchases and sells US
Dollars, Euros, Hong Kong Dollars, British Pounds, and other major business activities

(3) Liquidity risk

Liquidity risk refers to the risk of shortage of funds when an enterprise fulfills its obligations to settle cash or
other financial assets. The company’s policy is to ensure that it has sufficient cash to repay the debts due.
Liquidity risk is centrally controlled by the company’s financial department. The financial department ensures
that the company has sufficient funds to repay the debt under all reasonably predicted circumstances by
monitoring the cash balance, the securities that can be realised at any time, and rolling forecasts of the cash
flow for the next 12 months.
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(Unless otherwise stated, all amounts are denominated in Renminbi)

VIIl. RELATED RISKS OF FINANCIAL TOOLS (CONTINUED)
(3) Liquidity risk (Continued)

The analysis of the financial assets and financial liabilities held by the company based on the maturity period of
the undiscounted residual contractual obligations is as follows:

Within 1 year

Financial assets and liability :
Cash 16,165,238,281.47

Notes receivables
Amount receivables
Other receivables
Short-term loan
Note payables
Account payables
Wages and salaries

4,362,451,678.86
16,222,631,095.81
1,208,967,734.76
3,083,568,542.78
5,479,804,293.43
14,051,708,904.60
319,715,914.16

Other payables 277,646,983.05
Non-current liabilities due within one year 2,999,707,500.00
Other non-current liabilities 134,893.80

IX. FAIR VALUE DISCLOSURE

Input values used for fair value measurement are divided into three levels:

- The first-level inputs are unadjusted quotes for the same assets or liabilities that can be obtained on the
measurement date in an active market.

- The second level input value is the input value that is directly or indirectly observable for the relevant assets or
liabilities except for the first level input value.

- Level 3 inputs are unobservable inputs to related assets or liabilities.

The level to which the fair value measurement results belongs is determined by the lowest level of the input value that is
of importance to the fair value measurement as a whole.
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(Unless otherwise stated, all amounts are denominated in Renminbi)

IX. FAIR VALUE DISCLOSURE (CONTINUED)

Fair value at the end of period

Level 1 Level 2 Level 3
Fair Value Fair Value Fair Value
Items Measurement Measurement Measurement Total
1. Continuing fair value measurement
(1) Other current assets 1,028,636,621.75 1,028,636,621.75
(a) Bank financial products 1,028,636,621.75 1,028,636,621.75
(2) Available for sale financial assets 49,300,000.00 49,300,000.00
(a) Debt instrument investment 49,300,000.00 49,300,000.00
(b) Equity instrument investment
(c) Others
Total continuing assets measured at fair value 1,077,936,621.75 1,077,936,621.75

X. RELATED PARTY AND TRANSACTION

The following amount units are RMB yuan unless otherwise specified

(1) Parent company information

Proportion of Proportion of

Parent company Registration Nature Registered capital share holding voting rights
(ten thousand yuan) (%) (%)

Harbin Electric Group Harbin Power station equipment 198,818.10 50.93 50.93

Co., Ltd. manufacturing and sales

(2) The company’s subsidiary

For the details of this company’s subsidiary, please refer to Note VII. Interests in other subjects (1) Interests in
Subsidiaries.

(3) joint ventures and associates of Company

For details of the important joint ventures or associates of this company, see Note VII. Interests in other entities.
(2) Interests in joint arrangements or joint ventures.
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(Unless otherwise stated, all amounts are denominated in Renminbi)

X. RELATED PARTY AND TRANSACTION (CONTINUED)

(4) Information of other related party

Name

Relationship

Harbin Harbin Electric Industrial Development
Corporation

Harbin Haguo Industrial Development Corporation

Harbin Harbin Industry Development Corporation

Harbin Sanlian Industrial Development Corporation

Harbin Industrial Furnace Joint Venture

Harbin Electric Group Acheng Relay Co., Ltd.

Jiamusi Motor Factory Co., Ltd

Harbin Qingyuan Electric Material Co., Ltd.

(5) Transaction information for related party

Subsidiary controlled by the same parent company
Subsidiary controlled by the same parent company
Subsidiary controlled by the same parent company
Subsidiary controlled by the same parent company
Subsidiary controlled by the same parent company
Subsidiary controlled by the same parent company
Subsidiary controlled by the same parent company
Subsidiary controlled by the same parent company

The transaction price of the transaction between the company and the related party is the price agreed between
the parties and is consistent with the transaction price of the non-related party.

1. Continuing Connected Transaction

The “Continuing Connected Transactions — management entrustment agreement” announcement issued
by the Company on January 29, 2016, the “Continuing Connected Transaction — Product and Services
Framework Agreement”, “Continuing Connected Transaction — Financial Services Framework Agreement”
announcement issued by the Company on December 9, 2016, “Continuing Connected Transactions”
issued on February 22, 2017- Supplementary Announcement of Financial Services Framework

Agreement Announcement and Supplementary Agreement of Financial Services Framework Agreement”
Announcement, the Company and Harbin Electric Group Co., Ltd. signed the “Management entrustment
agreement”, “Product and Services Framework Agreement”, “Financial Services Framework Agreement”

and its supplementary agreement, the validity of the above agreement respective from March 23, 2016
to March 22, 2019, January 1, 2017 to December 31, 2019, and December 31, 2016 to December 30,

2019.

(1) Transaction information for products and services

Related party

Amount for
this period

Sales of goods

— Company under the same control
— Associates

Purchase

— Company under the same control
— Associates

Service expense

— Company under the same control

5,562,974.47

61,279,576.13

55,413,302.09
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Amount for
previous period

17,637,264.48

45,224,616.25

58,993,788.91
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(Unless otherwise stated, all amounts are denominated in Renminbi)

X. RELATED PARTY AND TRANSACTION (CONTINUED)

(5)

Transaction information for related party (Continued)

1.

Continuing related transactions (Continued)

(1)

2)

3)

(4)

Transaction information for products and services (Continued)

The above transaction (1) is a transaction under the “Continuing Connected Transaction —
Product and Services Framework Agreement” and is a continuing connected transaction under

the requirements of Chapter 14A of the Listing Rules.

Interest paid on deposits

Related party

Holding company
Company under the same control
Associates

Total

Interest income from discounted Notes

Related party

Company under the same control

Total

Fee and commission income

Related party

Company under the same control
Associates

Total

Amount for
this period

23,575,469.57
1,194,144.74
10,239.37

24,779,853.68

Amount for
this period

18,409.34

18,409.34

Amount for
this period

9,091.93

9,091.93
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Amount for
previous period

4,906,561.92
1,352,754.94
99,112.98

6,358,429.84

Amount for
previous period

22,350.47

22,350.47

Amount for
previous period

4,428.49

4,428.49
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(Unless otherwise stated, all amounts are denominated in Renminbi)

X. RELATED PARTY AND TRANSACTION (CONTINUED)
(5) Transaction information for related party (Continued)
1. Continuing related transactions (Continued)
(5) Entrusted loan interest income

Amount for Amount for
Related party this period previous period

Holding company 4,802,410.90
Company under the same control 7,802,504.72 8,546,438.68
Total 7,802,504.72 13,348,849.58

The above transactions (2) to (5) are transactions under the “Continuing Connected Transactions
— Financial Services Framework Agreement” and are continuing connected transactions under
the requirements of Chapter 14A of the Listing Rules.

(6) Consignment management fees

Content of Amount for Amount for
Related party related party I ENTI previous period

Harbin Electric Group Co., Ltd.  Commissioned 3,280,000.00 3,280,000.00
agency fees

Total 3,280,000.00 3,280,000.00

The above transaction (6) is a transaction under the “Continuing Connected Transactions —
management entrustment agreement” and is a continuing connected transaction under the
requirements of Chapter 14A of the Listing Rules.
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(Unless otherwise stated, all amounts are denominated in Renminbi)

X. RELATED PARTY AND TRANSACTION (CONTINUED)

(5) Transaction information for related party (Continued)

7, Continuing related transactions (Continued)

(7)

Directors, Supervisors and Senior Management Compensation

The remuneration of each director, supervisor and senior management staff in 2017 is as

follows: :
Unit: RMB
Retirement
Wages and benefit plan
Name other benefits contributions Total
1. Director
(1) executive director
Mr. Sizefu
Mr. Wu Weizhang 482,500.00 76,572.00 559,072.00
Mr. Zhang Yingjian 458,600.00 74,047.00 532,647.00
Mr. Song Shichen 448,700.00 76,572.00 525,272.00
Executive Director Subtotal 1,389,800.00 227,191.00 1,616,991.00
(2) Non-Executive Director
None
(3) Independent Non-executive Director
Mr. Zhu Hongjie (took office at 2017.3.20) 50,000.00 50,000.00
Mr. Hu Jianmin (took office at 2017.3.20) 50,000.00 50,000.00
Yu Wen-xing 60,000.00 60,000.00
Mr. Yu Yu (Resignation of 2017.3.20)
Mr. Liu Dengaing (resigned from 2017.12.29) 100,000.00 100,000.00
Subtotal of independent non-executive directors 260,000.00 260,000.00
2. Supervisors
Mr. Feng Yonggiang 448,700.00 76,572.00 525,272.00
Mr. Chen Guang 372,480.00 75,435.00 447,915.00
Mr. Zhang Junquan 290,808.00 53,417.00 344,225.00
Mr. Zhang Wenming 274,339.00 31,068.00 305,407.00
Mr. Zhu Pengtao (took office in 2017.5.26) 142,260.00 19,026.00 161,286.00
Mr. Xu Erming (an independent supervisor, resigns from 2017.5.26) 40,000.00 40,000.00
Subtotals of supervisors 1,568,587.00 255,518.00 1,824,105.00
3. Senior management
Mr. Liu Zhiquan 458,600.00 76,572.00 535,172.00
Mr. Wang Dexing 1,103,730.00 232,841.00 1,336,571.00
Mr. Zhang Haiquan 439,400.00 72,319.00 511,719.00
Mr. Qu Zhe 439,400.00 72,319.00 511,719.00
Mr. Ai Lisong (Company Secretary) 328,084.00 61,726.00 389,810.00
Subtotals of senior managers 2,769,214.00 515,777.00 3,284,991.00
Total 5,987,601.00 998,486.00 6,986,087.00
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(Unless otherwise stated, all amounts are denominated in Renminbi)

X. RELATED PARTY AND TRANSACTION (CONTINUED)
(5) Transaction information for related party (Continued)
7, Continuing related transactions (Continued)
(7)  Directors, Supervisors and Senior Management Compensation (Continued)
Among the five highest paid individuals, one (year 2016: 0) was also a senior executive of the
company and their remuneration was disclosed as above. The total remuneration of the remaining

4 (year 2016: 5) persons is as follows:

Retirement
Wages and benefit plan

Name Position other benefits  contributions Total

YanJun Zhang Harbin Boiler Factory Co., Ltd. Vice 996,700.00 170,068.00 1,166,768.00
Chairman and General Manager

XianFeng Fan President of Harbin Boiler Factory Co., Ltd 930,400.00 156,068.00 1,086,468.00

YongLi Zhang Deputy General Manager of Harbin 882,900.00 135,729.00 1,018,629.00
Boiler Factory Co., Ltd.

QianZhuang Wang Deputy Chairman and General Manager 839,300.00 167,279.00 1,006,579.00

of Harbin Electric Machinery Co., Ltd.

Total 3,649,300.00 629,144.00 4,278,444.00

The above transaction (7) is a continuing connected transaction waived under Rule 14A.33 of the
Listing Rules.

2. Connected Transaction
On September 4, 2017, the company issued “announcement (1) Connected Transaction in respect of
the proposed issue of new domestic shares under the specific mandate and (2) proposed amendments
to the articles of association. “The company and the Harbin Electric Group Co., Ltd. signed a “Shares

Purchase Agreement for Domestic Shares”. The details are as follows:

Related party Current period Prior period

Harbin Electric Group Co., Ltd. 1,270,000,000

The above transaction is a connected transaction under the provisions of Chapter 14A of the Listing
Rules.
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(Unless otherwise stated, all amounts are denominated in Renminbi)

X. RELATED PARTY AND TRANSACTION (CONTINUED)

(6)

Account receivables and payables for related party

1.

Account receivables

Closing balance

Book

Items Related party balance
Account
receivables
Harbin Electric Group Jiamusi Electric Co., Ltd 40,000.00
Harbin Harbin Electric Industrial Development
Corporation
Payment in
advanced
Harbin Haguo Industrial Development Corporation  Feilif 1K)
Harbin Electric Group Acheng Relay Co., Ltd. 6,895,006.65
Harbin Haguo Power Station Spare Parts Co., Ltd. 1,003,995.00
Harbin Industrial Furnace Joint Venture 615,000.00
Harbin Electric Group Jiamusi Electric Co., Ltd 5,777.00
Harbin Harbin Property Management Co., Ltd.
Other
receivables
Harbin Electric Group Co., Ltd. 162,095,125.59
Harbin Harbin Electric Industrial Development 62,982,138.98
Corporation
Harbin Sanlian Industrial Development 4,200,000.00
Corporation
Harbin Electric Group Jiamusi Electric Co., Ltd. 3,003,751.55
Harbin Electric Group Acheng Relay Co., Ltd 1,077,707.44
Harbin Huitong Electric Power Engineering 280,310.65
Co., Ltd.
Harbin Hadian Gas Station Co., Ltd 119,981.70
Harbin Haguo Boiler Container Engineering 69,389.37
Co., Ltd
Harbin Industrial Furnace Joint Venture 29,400.00
Harbin Harbin Industry Comprehensive Service 26,540.28
Management Co., Ltd
Shenzhen Hadong Huihua Industry and Trade
Co., Ltd
Harbin Haguo Industrial Development Corporation
Interest
payables

Harbin Haguo Industrial Development Corporation 239,250.00

Bad debt
preparation

Opening balance

Book Bad debt
balance preparation

30,000.00

25,000,000.00

837,500.00
1,309,070.00

91,500.00

162,095,125.59

62,982,138.98

3,100,000.00

3,000,000.00

1,351,930.00  1,351,930.00

57,560.00

251,212.50

Annual Report 2017 235



NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

X. RELATED PARTY AND TRANSACTION (CONTINUED)
(6) Account receivables and payables for related party (Continued)
2, Account payable Items

Book balance

ltems Related party Closing balance Opening balance

Absorb deposit
Harbin Electric Group Co., Ltd. 643,164,117.73 2,454,002,626.55
Harbin Harbin Electric Industrial Development 66,762,998.90 92,346,578.17
Corporation
Harbin Haguo Industrial Development Corporation 35,394,557.94 50,990,469.33
Jiamusi Motor Factory Co., Ltd 8,451,289.62 12,283,843.83
Harbin Electric Group Acheng Relay Co., Ltd. 8,162,193.16 2,398,396.68
Harbin Insulation Material Factory 6,206,267.11 31,742,758.06
Harbin Electric Machinery Factory Hospital 5,922,789.08 1,295,877.54
Harbin Harbin Industry Development Corporation 5,669,531.00 1,285,240.39
Harbin Electric Group Jiamusi Electric Co., Ltd. 5,011,446.67 5,000,491.86
Harbin Sanlian Industrial Development Corporation 2,943,617.96 6,547,807.32
Harbin Steam Turbine Factory Hospital 2,824,316.40 1,090,204.86
Harbin Boiler Factory Hospital 2,818,879.90 2,166,840.21
Harbin Harbin Metal Component Co., Ltd 2,484,545.63 1,227,475.36
Harbin Harbin Hospital Management Co., Ltd. 2,078,674.59
Harbin Harbin Property Management Co., Ltd. 1,480,628.49 2,583,496.14
Harbin Harbin Industry Comprehensive Service 1,290,320.33 1,762,584.37
Management Co., Ltd
Heilongjiang Harbin Multi-Power Hydropower 897,146.87
Development Co., Ltd.
Harbin Motor Factory Kindergarten 739,552.27 371,663.62
Harbin Industrial Furnace Joint Venture 408,019.18 60,442.85
Harbin Haguo Power Station Spare Parts Co., Ltd. 211,556.75 666,987.19
Harbin Qingyuan Electric Material Co., Ltd. 96,579.66 2,517,175.07
Harbin Haguo Industrial Development Corporation 5,825.49 1,329.86
Kindergarten
Harbin Harbin Materials Distribution Co. 2,894.96 1,191,766.64
Harbin Haguo Property Co., Ltd. 394,797.94
Harbin Harbin Real Estate Agent Co., Ltd. 241,827.84
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(Unless otherwise stated, all amounts are denominated in Renminbi)

X. RELATED PARTY AND TRANSACTION (CONTINUED)

(6)

Account receivables and payables for related party (Continued)

2.

Account payable Iltems (Continued)

ltems Related party

Account payable
Harbin Harbin Metal Component Co., Ltd
Harbin Haguo Power Station Spare Parts Co., Ltd.
Harbin Electric Group Acheng Relay Co.,
Harbin Harbin Materials Distribution Co.
Harbin Huitong Electric Power Engineering Co., Ltd.
Harbin Harbin Property Management Co., Ltd
Harbin Haguo Industrial Development Corporation
Harbin Industrial Furnace Joint Venture
Jiamusi Motor Co., Ltd.
Harbin Harbin Industry Development Corporation

Harbin Haguo Boiler Engineering Technology Co., Ltd.
Harbin Beige Electrical Equipment Structure Co., Ltd.

Harbin Qingyuan Electric Material Co
Harbin Harbin Electric Industrial Development
Corporation
Notes payables
Harbin Industrial Furnace Joint Venture
Harbin Harbin Property Management Co., Ltd.
Deposit received
Harbin Haguo Power Station Spare Parts Co., Ltd.
Other receivables
Harbin Electric Group Co., Ltd.
Harbin Harbin Industry Development Corporation
Harbin Harbin Industry Comprehensive Service
Management Co., Ltd.

GE-Ha Power Energy Services (Qinhuangdao) Co., Ltd.

Interest payables
Harbin Electric Group Co., Ltd.
Harbin Electric Group Jiamusi Electric Co., Ltd
Harbin Haguo Industrial Development Corporation
Harbin Sanlian Industrial Development Corporation

Book balance

Closing balance

10,622,444.87

6,565,595.05
5,369,155.79
4,316,915.12
2,686,460.92
1,787,920.00
1,632,910.00
1,075,218.64
702,835.51
640,981.30
625,400.00
278,008.65
128,502.43
111,158.50

503,674.00

8,820,251.60
2,016,059.07
89,123.00

4,086,954.84
143,550.00
31,556.25
8,680.00
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Opening balance

13,121,603.00
7,040,873.12

11,186,039.67
1,348,355.00
356,000.00
502,293.11

1,180,000.00
937,997.30

1,520,158.50

1,230,446.57

91,500.00

792.00

1,925,651,747.00
247,459.07



NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

X. RELATED PARTY AND TRANSACTION (CONTINUED)
(7) Related party commitments
None
(8) Others

None

Xl. COMMITMENTS AND CONTINGENCIES
(1) Important commitments
Has signed but did not commit to purchase or build assets

At the end of December 31, 2017, the Company had a large contractual expenditure of 143,721,100 yuan that
had been signed but no acquisition or construction of assets occurred. The details are as follows:

Expected

Unpaid contract investment

Company amount period
(ten thousand yuan)

Harbin Electric Co., Ltd. (Headquarters) 864.00 2018

Harbin Steam Turbine Factory Co., Ltd. 2,088.62 2018

Harbin Electric Power Equipment Co., Ltd 11,419.49 2018

Total 14,372.11

238 HARBIN ELECTRIC COMPANY LIMITED



NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

Xl. COMMITMENTS AND CONTINGENCIES (CONTINUED)

(2) Contingencies
1. In-group and out-group guarantees
Guarantee Anti-guarantee Increasing Situation of  Overdue Sued
No. Guaranteed Name Nature Method Category method Amount intheis year Guaranteed situation situation
Total 1,419,096,172.19 460,000,000.00
1 Harbin Electric Machinery Harbin Steam Turbine Factory State-owned joint responsibility - Performance  No counter 330,000,000.00 330,000,000.00 Normal None  None
Co., Ltd. Co., Ltd. enterprises  guarantee guarantee  guarantee operation
2 Harbin Electric Machinery Harbin Electric Machinery Factory  State-owned joint responsibility  Performance  No counter  130,000,000.00  130,000,000.00 Normal None  None
Co., Ltd. (Zhenjiang) Co., Ltd. enterprises guarantee guarantee  guarantee operation
3 Harbin Steam Turbine Factory ~ Harbin Boiler Factory Co., Ltd. State-owned  joint responsibility - Performance  No counter  160,154,600.00 Normal None  None
Co., Ltd. enterprises guarantee guarantee  guarantee operation
4 Harbin Electric Co., Ltd. Harbin Electric International State-owned  joint responsibility -~ Other No counter ~ 189,578,768.18 Normal None  None
Engineering Co., Ltd. enterprises  guarantee guarantee  guarantee operation
5 Harbin Electric Co., Ltd. Harbin Electric International State-owned  joint responsibility  Performance  No counter  166,371,475.07 Normal None  None
Engineering Co., Ltd enterprises  guarantee Quarantee  guarantee operation
6 Harbin Electric Co., Ltd. Harbin Electric International State-owned joint responsibility - Performance  No counter  147,672,920.00 Normal None ~ None
Engineering Co., Ltd. enterprises guarantee guarantee  guarantee operation
7 Harbin Electric Co., Ltd. Harbin Electric International State-owned joint responsibility - Other No counter ~ 117,040,379.67 Normal None  None
Engineering Co., Ltd. enterprises  guarantee guarantee  guarantee operation
8  Harbin Electric Co., Ltd. Harbin Electric International State-owned joint responsibility  Performance  No counter 66,975,550.00 Normal None  None
Engineering Co., Ltd. enterprises guarantee Quarantee  guarantee operation
9 Harbin Electric Co., Ltd. Harbin Electric International State-owned  joint responsibility -~ Other No counter 29,260,094.87 Normal None  None
Engineering Co., Ltd. enterprises guarantee guarantee  guarantee operation
10 Harbin Electric Co., Ltd. Harbin Electric International State-owned  joint responsibility - Other No counter 29,260,094.87 Normal None  None
Engineering Co., Ltd. enterprises  guarantee guarantee  guarantee operation
11 Harbin Electric Co., Ltd. Harbin Electric International State-owned  joint responsibility  Performance  No counter 22,579,119.49 Normal None  None
Engineering Co., Ltd enterprises guarantee Quarantee  guarantee operation
12 Harbin Electric Co., Ltd. Harbin Electric International State-owned joint responsibility  Other No counter 19,964,577.04 Normal None  None
Engineering Co., Ltd. enterprises guarantee guarantee  guarantee operation
13 Harbin Electric Power Group ~ Harbin Electric Power Equipment State-owned joint responsibility  Performance  No counter 4,290,000.00 Normal None  None
Harbin Power Station Valve Co., Ltd. enterprises  guarantee guarantee  guarantee operation
Co., Ltd.
14 Harbin Electric Power Group  Harbin Electric Power Equipment State-owned  joint responsibility - Performance  No counter 5,220,852.00 Normal None  None
Harbin Power Station Valve Co., Ltd. enterprises guarantee guarantee  guarantee operation
Co., Ltd.
15 Harbin Electric Power Group ~ Harbin Electric Power Equipment State-owned joint responsibility  Performance  No counter 727,741.00 Normal None  None
Harbin Power Station Valve Co., Ltd. enterprises  guarantee guarantee  guarantee operation

Co., Ltd.
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

Xl. COMMITMENTS AND CONTINGENCIES (CONTINUED)

(2) Contingencies (Continued)
2. Pending litigation

In 2017, there was a civil dispute between Harbin Steam Turbine Factory Auxiliary Machinery
Engineering Co., Ltd., a three-tier company of the Company, and Dongfang Electric Henan Power Plant
Auxiliary Machinery Manufacturing Co., Ltd., which did not pay its purchase price according to the
contract, according to the Civil Ruling Paper of Lingbao City People’s Court of Henan Province. “(2017)
Yu 1882 2nd Republic of China 2891” was forced to freeze bank deposits of 5,000,000.00 yuan on
August 29, 2017. In January 2018, after the two parties coordinated and settled, the lawsuit was revoked

and the bank account was thawed.

Xll. ITEMS AFTER BALANCE SHEET DATE

After the eighth session of ninth meeting of the company reviewed and passed the 2017 profit distribution plan, the
board of directors proposed to distribute the company’s 2017 final dividend of RMB0.015 per share (including the
applicable tax rate).

Xll. OTHER IMPORTANT ITEMS

(1) Segment information
7, The determination basis and accounting policy of the report segment

According to the company’s internal organizational structure, management requirements, and internal
reporting system, six reporting divisions were identified: thermal power equipment and equipment
divisions, hydropower equipment and equipment divisions, power station engineering service divisions,
power plant auxiliary equipment and auxiliary products. Divisions, nuclear power product divisions,
and AC & DC motors and other divisions. Each of the company’s reporting divisions provides different
products or services or operates in different regions. Since each segment requires different technologies
or marketing strategies, the management of the company separately manages the operating activities of
the various reporting segments and regularly evaluates the operating results of these reporting segments
in order to decide to allocate resources to them and evaluate their performance.

Inter-segment transfer prices are determined on the basis of actual transaction prices, and expenses
indirectly attributable to each segment are allocated among segments based on the proportion of
income. Assets are allocated based on the operation of the segment and the location of the assets.
Segment liabilities include liabilities that are attributable to the segment formed by the segment’s
operating activities. If the expenses related to liabilities shared by multiple operating segments are
allocated to these operating segments, the shared liabilities are also allocated to these operating

segments.
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

XIll. OTHER IMPORTANT ITEMS (CONTINUED)
(1) Segment information (Continued)
2. Report Division Financial Information

(1)  Segment assets, liabilities and income

Power station
auxiliary
Thermal Hydropower Power station equipment and ACand
power host engineering ancillary Nuclear  DC motors and
Items equipment equipment services products products other

Closing balance

Reportable segment assets 41,212,539,999.63  4,621,011,351.10  6,651,596,886.48  3,020,134,669.35  8,114,465,554.50  6,562,095,472.16  70,201,843,933.22

Including: increase in amount of
construction in progress in

the current period 205,698,456.10 11,100,895.65 15,746,976.00 12,736,227.18 502,590,983.75 81,402,678.44 829,276,217.12
Purchased fixed assets and

intangible assets 39,551,824.68 18,813,052.57  205,009,241.96 985,708.73 25,456,422.56 30,193,899.47  329,010,149.97
Reportable segment liabilities 34,634,317,661.74  2,229,206,421.05  5,884,095242.01  2,316,900,005.18  6,304,818,582.81  4,993,809,765.82  56,363,147,678.61
Amount during this period
Segment revenue
Income form external customers 13,671,644,397.96  1,146,212,806.36  10,704,840,383.96  1,339,075,625.77  2,032,575,585.70  2,445,975,056.63  31,540,323,856.38
Income between segment 2,534,289,826.09 -141,400,613.00 22,799,084.22  2,415,688,297.31
Reportable segment profits 16,405,934,224.05  1,146,212,806.36  10,563,439,770.96  1,339,075,625.77  2,032,575,585.70  2,468,774,140.85  33,956,012,153.69
reportable segment gross profit 2,371,509,963.21 182,328,452.21 490,768,642.94 195,206,172.08 519,357,241.58  594,919,083.22  4,354,089,555.24
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

Xlll. OTHER IMPORTANT ITEMS (CONTINUED)

(1) Segment information (Continued)

2, Report Division Financial Information (Continued)

(1)  Segment assets, liabilities and income (Continued)
Power station
auxiliary
Thermal Hydropower Power station equipment and ACand
power host engineering ancillary Nuclear DC motors and

Items equipment equipment services products products other Total
Opening balance
Reportable segment assets 38,030,404,792.05  5,979,796,389.77  7,675231,930.97  3320,119,102.81  7,678,373,899.76  6,643,649,020.23  69,327,575,135.59
Including: increase in amount of

construction in progress in

the current period 229,212,548.60 10,498,974.32 1,251,692.06 19,038,526.59 656,516,740.72 196,262,172.34  1,112,780,654.62
Purchased fixed assets and

intangible assets 79,651,812.65 3,247,138.64 10,601,389.17 12,379,539.86 17,761,197.98 19,696,503.26 143,337,581.56
Reportable segment liabilities 31,926,028,088.07  3,511,695,626.85 ~ 6,841,646490.62  2567,265,351.24  5999,714,106.18  5,906,267,939.92  56,742,607,601.88
Amount during previous period
Segment revenue
Income from external customer 12,169,545,679.76  2,484,169,071.08 991265308276  1437,705,553.48  2,009,615,922.05  2,915,731,389.59  30,929,420,698.72
Income between segment 1,887,141,826.71 92,338,063.55 22,105,096.57  2,001,584,986.83
reportable segment revenue 14,056,687,506.47  2,484,169,071.08  10,004991,146.31  1437,705,55348  2,009,615,922.05  2,937,836,486.16  32,931,005,685.55
reportable segment gross profit 2,268,490,756.14 189,791,905.98 791,174,419.30 228,038,945.25 291,819,627.59 519,484,410.19  4,288,800,064.45
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

Xlll. OTHER IMPORTANT ITEMS (CONTINUED)

(1)

Segment information (Continued)

2.

Report Division Financial Information (Continued)

2)

Segment assets, liabilities and income

Items

Assets

Reportable segment assets

Offset relevant contacts between divisions
Reportable segment net assets

Deferred tax assets

Other non-current assets

Financial assets at fair value through profit or loss
Restricted and pledged bank loans

Bank deposit

Central bank deposit

Cash and cash equivalents

Unallocated headquarters and company assets

Total assets

Liability

Reportable segment liabilities

Offset relevant contacts between divisions

Net reportable segment liabilities

Taxes payable

Deferred income tax liabilities

Unallocated headquarters and corporate liabilities

Total liabilities

Closing balance

70,201,843,933.22
-20,122,713,238.83
50,079,130,694.39
430,581,741.83

12,155,831,808.52
747,561,319.78
107,033,625.67
1,317,953,882.79

64,838,093,072.98

56,363,147,678.61
-8,721,527,596.46
47,641,620,082.15
240,442,949.52
7,280,974.79
806,597,387.90

48,695,941,394.36

Annual Report 2017 243

Opening balance

69,327,575,135.59
-19,045,066,245.01
50,282,508,890.58
351,373,269.10

13,700,127,972.66
784,356,734.69
9,428,115.83
739,712,735.13

65,867,507,717.99

56,742,607,601.91
-8,5666,004,447.68
48,176,603,154.23

367,490,729.90

2,680,999,078.38

51,225,092,962.51




NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

XIll. OTHER IMPORTANT ITEMS (CONTINUED)
(1) Segment information (Continued)
2. Report Division Financial Information (Continued)
(2)  Segment assets, liabilities and income (Continued)

Amount for Amount for
Items this period previous period

Revenue
Income from external customers 31,540,323,856.38 30,929,420,698.72
Inter-segment revenue 2,415,688,297.31 2,001,584,986.83
Reportable segment revenue 33,956,012,153.69 32,931,005,685.55
Reportable segment gross profit 4,354,089,555.24 4,288,800,064.45
Offset segment losses 81,719,926.20 -13,745,380.35
Reportable segment gross profit from customers

outside the group 4,272,369,629.04 4,302,545,444.80
Long-term equity investment income accounted for

by the equity method 26,360,761.31 16,019,530.10
Interest income 488,136,436.30 422,613,875.81
Chinese government grant 96,282,405.05 102,771,108.59
Financial assets at fair value through profit or loss

for the current period -11,399,680.48 -5,807,970.07

Financial liabilities measured at fair value and
whose changes are charged to profit or loss for
the current period — cash flow hedges Interest
expenses 266,495,807.13 279,976,261.24

Impairment losses for long-term assets such as
fixed assets and intangible assets 29,642,866.59 28,413,362.62

Unallocated other income and net income 97,359,627.28 1083,950,550.06

Unallocated headquarters and corporate expenses 4,329,604,099.85 3,976,538,774.48

Total profit 343,366,404.93 657,169,140.95
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

Xlll. OTHER IMPORTANT ITEMS (CONTINUED)

(1)

(2)

(3)

Segment information (Continued)
2. Report Division Financial Information (Continued)
(3) Regional information

Revenue from external customers

ltems 2017 2016

1. Domestic (China) PIRRYA VR CERE 20,827,780,149.18
2.Overseas :
— Pakistan Islamic Community 3,883,858,635.49 2,736,523,125.80
— Republic of Turkey 1,771,972,533.17 2,082,664,891.96
— The United Arab Emirates 1,687,649,086.59
— Republic of Ecuador 1,164,629,635.62 2,351,295,259.49
— Bangladesh People’s Republic 617,243,022.29 631,604,076.94
— Republic of Indonesia 314,662,168.56 909,610,140.27
— Other countries 1,163,136,605.50 1,389,943,055.08
Overseas subtotals 10,603,151,687.22 10,101,640,549.54
Total IR R pRR. LR  30,929,420,698.72

There are no other important issues that have an impact on investor decision-making
in this period

Others

The Ministry of Finance revised the “Accounting Standards for Business Enterprises No. 14 — Revenue” in 2017,
and the revised guidelines will come into effect on January 1, 2018;

In 2017, the Ministry of Finance revised the “Accounting Standards for Business Enterprises No. 22 —
Recognition and Measurement of Financial Instruments”, “Enterprise Accounting Standards No. 23 — Transfer
of Financial Assets” and “Accounting Standards for Business Enterprises No. 24 — Hedge Accounting”. The
revised guidelines will come into effect on January 1, 2018.
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

XIV. PARENT COMPANY FINANCIAL STATEMENT MAIN PROJECT NOTES

(The following amount units are RMB yuan unless otherwise specified)

(1) Account receivables

1. Category
Closing balance Opening balance
Book balance Bad debt preparation Book balance Bad debt perparation
Provision Provision
Category Amount Rate Amount rate Book value Amount Rate Amount rate Book value
(% (%) (%) (%)
Account receivables with significant
single amount and with separate
provision for bad debts
Receivables for provision for 1,240,860,274.63 99.99 249,551,461.25 PIRRRRCET IR RREN  508,893,962.00 99.97  204,017,180.13 4009 304,876,781.87
bad debts based on a combination
of credit risk characteristics
Receivables with insignificant single 85,000.00 0.01 85,000.00 159,000.00 0.03 169,000.00
amounts but with separate provision
for bad debts
Total 1,240,945,274.63 249,551,461.25 CLTRIERIRREN  509,052,962.00 204,017,180.13 305,035,781.87
In the portfolio, accounts receivable for bad debt provision according to aging analysis method :
Closing balance Opening balance
Trade Bad debt Provision Trade Bad debt Provision
Age receivables preparation rate receivables preparation rate
Within 1 year 966,098,657.33 48,304,932.87 OIS 112,000,101.94 5,600,005.10 5.00
1-2 years 48,638,470.52 12,159,617.63 2N 170,564,549.24 42,641,137.31 25.00
2-3 years 25,105,353.96 12,552,676.98 SN0 108,403,995.25 54,201,997.63 50.00
3-4 years 108,403,995.25 86,723,196.20 80.00 14,013,800.00 11,211,040.00 80.00
4-5 years 14,013,800.00 11,211,040.00 80.00 67,742,577.38 54,194,061.90 80.00
Over 5 years 78,599,997.57 78,599,997.57 100.00 36,168,938.19 36,168,938.19 100.00
Total 1,240,860,274.63  249,551,461.25 508,893,962.00  204,017,180.13
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

XIV. PARENT COMPANY FINANCIAL STATEMENT MAIN PROJECT NOTES

(CONTINUED)
(1)

Account receivables (Continued)

2. Receivables that are not individually significant at the end of the period but are

individually provisioned for bad debts:

Trade

Account receivables receivables

Harbin Electric International
Engineering Co., Ltd.

85,000.00

Total 85,000.00

Closing balance

Bad debt
preparation

3, Current provision, reversal or recovery of bad debts

The bad debt provision of this year was CNY45,534,281.12.

Provision
rate

4. The top five receivables according to the closing balance of arrears

Company

China Nuclear Power Engineering Co., Ltd.

Huadian International Material Co., Ltd.

Jiangsu Huadian Kunshan Thermal Power
Co., Ltd.

Shandong Nuclear Power Co., Ltd.

Huaneng Lingang (Tianjin) Gas Thermal
Power Co., Ltd.

Total

Trade
receivables

355,407,801.14
240,542,610.00
179,839,908.40

89,958,041.06
61,754,888.02

927,503,248.62

Closing balance

rate (%)

28.64
19.38
14.49

7.25
4.98

5, Receivables derecognized due to transfer of financial assets

No accounts receivable due to transfer of financial assets during the current period.

Provision
reason

Related parties
are not accrued

Bad debt
preparation

17,770,390.06
12,027,130.50
8,991,995.42

4,497,902.05
49,379,859.40

92,667,277.43

6. Transtfer of accounts receivable and continued involvement in the formation of assets

and liabilities

The amount of assets and liabilities that have not been transferred during the current period and

continue to be involved in the formation.
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

XIV. PARENT COMPANY FINANCIAL STATEMENT MAIN PROJECT NOTES
(CONTINUED)

(2) Other receivables

1. Category of other receivables

Closing balance Opening balance
Book balance Bad debt preparation Book balance Bad debt preparation
Provision Provision
Category Amount Rate Amount rate Book value Amount Rate Amount rate Book value
(% (% (%) (%)
Other receivables that are individually  IRLCRLIALAL 9780 1243874138 126 970946,666.81 WREIGCNRIKS V34 1243874138 079 156302099293
significant and individually provided
for bad debt provision
Other receivables with bad debt 13,318,739.689 133 2802497 213 1047620052 [AGN:RIUN] 029 195434690 041 2653,90087
provision according to credit
risk characteristics
Other receivables with nsignfcant 7818,35220 078 1,891,685.36 420 592669684 EEIRIKY 037 458,242.40 786 537310499
single amounts but with separate
provision for bad debts
Total 1,004,522,502.28 17,172,846.11 987,349,656.17 QRshiERRIRY 1485133088 1,571,048,000.79
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

XIV. PARENT COMPANY FINANCIAL STATEMENT MAIN PROJECT NOTES
(CONTINUED)

(2) Other receivables (Continued)

1.

Category of other receivables (Continued)

Other receivables that are individually significant at the end of the period and are individually provided
for bad debts

Closing balance

Other Bad debt Provision  Provision
Other receivables receivable preparation rate (%) reason

Gas Engine Division Deposit 2,696,105.38 2,696,105.38 100.00 Estimated
uncollectible
Shenzhen Hadong Huihua Industry and 1,351,930.00 1,351,930.00 100.00 Estimated
Trade Co., Ltd. uncollectible
Other receivables Jiangbei Project 8,390,706.00 8,390,706.00 100.00 Estimated
Department uncollectible
Harbin Electric Machinery Co., Ltd. 13,000,000.00 Related parties are
not accrued
Harbin Power Technology Trade Co., Ltd. 10,168,577.33 Related parties are
not accrued
Harbin Steam Turbine Factory Co., Ltd. 190,606,016.97 Related parties are
not accrued
Chengdu Sanlia Chinese Ceramics 16,386,473.85 Related parties are
Co., Ltd. not accrued
Harbin Electric Power Equipment Co., Ltd. 98,060,521.36 Related parties are
not accrued
Harbin Electric Power Group Harbin 17,605,358.18 Related parties are
Power Station Valve Co., Ltd. not accrued
Harbin Electric Group (Qinhuangdao) 622,919,721.12 Related parties are
Heavy Equipment Co., Ltd. not accrued

Harbin Sanlian Industrial Development 2,200,000.00 Related parties are
Corporation not accrued

Total 983,385,410.19 12,438,741.38
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

XIV. PARENT COMPANY FINANCIAL STATEMENT MAIN PROJECT NOTES
(CONTINUED)

(2) Other receivables (Continued)
1. Category of other receivables (Continued)
In the portfolio, other receivables with provision for bad debts based on aging analysis :

Closing balance Opening balance

Other bad debt Provision Other bad debt Provision
Age receivables preparation rate receivables preparation rate

Within 1 year 9,257,523.87 463,353.19 SO 2,780,403.24 139,020.16 5.00
1-2 years 2,234,005.49 558,501.37 25.00 8,293.45 2,073.36 25.00
2-3 years 8,293.45 4,146.73 50.00 12,345.00 6,172.50 50.00
3-4 years 12,345.00 9,876.00 80.00

4-5 years 636.00 508.80 80.00
Over 5 years 1,806,572.08  1,806,572.08 (WIS 1,806,572.08  1,806,572.08 100.00
Total 13,318,739.89  2,842,449.37 (WIS 4,608,249.77  1,954,346.90 100.00

Other receivables with insignificant single amount at the end of the period and separately provision for

bad debts
Closing balance
Other Bad debt Provision  Provision
Other receivables receivables preparation rate (%) reason
Harbin Boiler Factory Co., Ltd. 25,917.00 No provision for
related party
Harbin Electric Power Generation 90,000.00 No provision for
Equipment National Engineering related party
Research Center Co., Ltd
Reserve fund 7,418,435.20 1,870,921.76 Individual

withdrawal based

on recyclability
Harbin Jinxin Electric Co., Ltd. 284,000.00 20,733.60 d Individual

withdrawal based

on recyclability

Total 7,818,352.20 1,891,655.36
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

XIV. PARENT COMPANY FINANCIAL STATEMENT MAIN PROJECT NOTES
(CONTINUED)

(2) Other receivables (Continued)

2.

Withdrawal, reversal or recovery of bad debts
The bad debt provision of this year was CNY 2,321,515.43.
Actual write-off of other receivables
There is no actual write-off of other receivables in this period.
The top five other receivables by year-end balance of arrears
Proportion
of total

accounts
receivable  Closing balance

Closing atyear-end  Impairment
Company Nature balance  Age balance  preparation
(%)
Harbin Electric Group Exchanged 624,555,033.82  1-2 years, 2-3 years, 3-4 years, 62.17
(Qinhuangdao) Heavy 4-5 years, over 5 years
Equipment Co., Ltd.
Harbin Steam Turbine Exchanged 190,606,016.97  Less than a year, 4-5, 18.97
Factory Co., Ltd. years, over 5 years
Harbin Electric Power Exchanged 98,060,521.36  Less than a year, 1-2 years, 9.76
Equipment Co., Ltd. 2-3 years, over 5 years
Harbin Electric Power Exchanged 17,605,358.18  Less than a year, 1-2 years, 1.75
Group Harbin Power 2-3 years, over 5 years
Station Valve Co., Ltd.
Chengdu Sanlia Chinese ~ Exchanged 16,386,473.85  3-4 years 1.63
Ceramics Co., Ltd
Total 947,213,404.18 94.29
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

XIV. PARENT COMPANY FINANCIAL STATEMENT MAIN PROJECT NOTES
(CONTINUED)

(3) Long term equity investment

Closing balance Opening balance

Booking Impairment Booking Booking Impairment Booking
ltems balance preparation value balance preparation balance

Invest in subsidiaries 5,293,548,202.18 3,000,000.00 5,290,548,202.18 REXLIRIRVINLG 3,000,000.00  4,955,102,140.16
Investment in associates and
joint ventures 135,003,849.87 RRENIRRZCR AN 128,304,838.06 128,304,838.06
Total 5,428,552,052.05 3,000,000.00 5,425,552,052.05 RENOLIRIVRTLRA 3,000,000.00  5,083,406,978.22
1. Investment in Subsidiary
Current
provision Impairment
Opening Current Current Closing Impairment preparation
investee Company balance increase loss balance preparation  Closing balance
Harbin Electric Group Finance Co., Ltd. 837,122,531.11 837,122,531.11
Harbin Boiler Factory Co., Ltd 716,178,892.28 716,178,892.28
Harbin Steam Turbine Factory Co., Ltd. 692,422,891.68 692,422,891.68
Harbin Electric Power Equipment Co., Ltd. 687,206,900.00  335,446,062.02 1,022,652,962.02
Harbin Electric Machinery Co., Ltd. 678,546,878.74 678,546,878.74
Harbin Electric Group (Qinhuangdao)
Heavy Equipment Co., Ltd. 571,568,274.84 571,568,274.84
Harbin Electric International
Engineering Co., Ltd. 500,000,000.00 500,000,000.00
Harbin Electric Power Generation
Equipment National Engineering
Research Center Co., Ltd 120,004,550.35 120,004,550.35
Harbin Electric Power Group Harbin Power
Station Valve Co., Ltd 97,002,844.08 97,002,844.08
Harbin Harbin Electric Company 25,780,234.61 25,780,234.61
Harbin Power Technology Trade Co., Ltd. 15,000,000.00 15,000,000.00
Chengdu Sanliao Porcelain Co., Ltd. 14,268,142.47 14,268,142.47
Shenzhen Hadong Huihua Industry and
Trade Co., Ltd. 3,000,000.00 3,000,000.00 3,000,000.00
Total 4,958,102,140.16  335,446,062.02 5,293,648,202.18 3,000,000.00
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

XIV. PARENT COMPANY FINANCIAL STATEMENT MAIN PROJECT NOTES
(CONTINUED)

(3) Long term equity investment (Continued)
2. Investment in affiliates

change in current period

Confirmed
under the
equity method Other
Investment ~ comprehensive Declare cash
Opening Add Reduce gains and income Changes in Dividend Closing -write-off ~ Closing balance
Investee balance Impairment investment investment losses adjustment ~ other equity or profit Other balance impairment  for impairment
1.Affliates
(GE-Ha Power Energy Services
(Qinhuangdao) Co,, Ltd. 128,304,838.06 24,466,436.61 17,767425.00 135,003,849.87
Total 126,304,838.06 24,466,436.61 17,767425.00 185,003,849.87

Explain, detail will be showed in Note V.(7).
(4) Operating income and cost

Current income The amount of the previous period

Items

Income

Main business

Thermal power equipment
Nuclear Power Project

Other business
Use license fee
Other

3,005,553,573.93
1,939,362,906.38

1,066,190,667.55
28,240,545.08
373,609.12
27,866,935.96

Total

3,033,794,119.01

Cost

2,861,617,494.39
1,799,962,083.25
1,061,655,411.14

18,931,297.49

18,931,297.49

2,880,548,791.88

Income Cost

1,680,0569,558.86
771,775,834.94
808,283,723.92
18,428,424.05

1,673,243,441.60
764,959,717.68
808,2883,723.92
21,212,252.02
1,197,073.58

20,015,178.44 18,428,424.05

1,694,455,693.62 1,598,487,982.91
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

XIV. PARENT COMPANY FINANCIAL STATEMENT MAIN PROJECT NOTES
(CONTINUED)

(5) Investment income

Current The amount of
Items [l T T[T the previous period

Long-term equity investment income calculated by cost method 128,173,458.25 117,5689,5650.75
Long-term equity investment income accounted for
by the equity method 24,466,436.81 15,029,245.18

Investment income from disposal of long-term equity investment
Financial assets at fair value through profit or loss over
the period of holding

29,041,300.00

Investment gains from disposal of financial assets
at fair value through profit or loss
Investment income from held-to-maturity investment
during holding period
Investment income of available-for-sale financial assets during
holding 5,894,980.61 14,054,878.27
Disposal of investment income from held-to-maturity investments
Investment income from disposal of available-for-sale
financial assets
After gaining control, the remaining equity is remeasured
at fair value.
Other

Total amount 158,534,875.67 175,714,974.20
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

XV. ADDITIONAL MATERIALS

(The following amount units are RMB yuan unless otherwise specified)

(1)

Current non-recurring profit and loss schedule

Items Amount

Explain

Profit of non-current asset disposal -68,419.07
Tax refunds, deductions for unauthorized or non-approved
documents
The government subsidies included in the current profit and loss
(except for government subsidies that are closely related to
the business of the company and are rationed or quantified
according to national uniform standards) 50,539,789.12
Including funds occupation fees charged to non-financial
enterprises included in current profits and losses
The investment costs of the subsidiaries, joint ventures and joint
ventures obtained by the enterprise are less than the gains from
the fair value of the identifiable net assets of the investee when
the investment is obtained.
Non-monetary assets exchange gains and losses
Gains or losses from entrusting others to invest in or manage assets
Due to force majeure factors, such as the provision for the
impairment of assets that are subject to natural disasters
Debt restructuring gains and losses 325,314.71
Corporate restructuring costs, such as expenditures for
resettlement of employees, integration costs, etc.
The fair value of the transaction price exceeds the fair value gain
or loss from the fair value of the transaction.
Net profit and loss for the current period from the beginning of the
company’s business combination to the combined date under
the same control
Gains and losses from contingent events that are not related to the
normal business of the company
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NOTES TO 2017 FINANCIAL STATEMENTS (CONTINUED)

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

XV. ADDITIONAL MATERIALS
(1) Current non-recurring profit and loss schedule (Continued)

Items Amount Explain

Except for the effective hedging business related to the company’s
normal business operations, the fair value changes arising from
transactional financial assets and transactional financial liabilities
and the disposal of trading financial assets, trading financial
liabilities and available-for-sale financial assets. Investment
income obtained

Reversal of impairment provision for receivables that was
individually tested for impairment

External gains and losses from entrusted loans

Gains and losses arising from changes in the fair value of
investment real estate subsequently measured using the fair
value model

According to the requirements of laws and regulations such as
taxation and accounting, the one-off adjustment of current profit
and loss will affect the current profit

Trustee income from trusteeship

Other non-operating income and expenses 18,454,244 .51
Other profit and loss items that meet the definition of non-recurring

profit and loss 25,721,172.72
Total non-operating profit or loss impact on total profit 94,972,101.99
Income tax impact -2,248,792.51
The impact of minority shareholders’ equity -8,593,716.33
Non-recurring profit and loss impact attributable to parent company 84,129,593.15

(2) Return on equity and earnings per share

Weighted Earning per share (yuan)
average return Basic earning Diluted earnings
Profit on net assets (%) per share per share
Net profit attributable to common 1.44 0.14 0.14
shareholders of the company
Net profit attributable to common 0.82 0.08 0.08

shareholders of the company after
deducting non-recurring gains and losses

Harbin Electric Co., Ltd.
March 18, 2018
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DISCLOSURE OF SIGNIFICANT EVENTS

PRODUCTS & SERVICES

In March, the Company entered into an agreement with GE (China) Co., Ltd. in relation to heavy gas turbine joint venture
project, pursuant to which both parties agreed to establish a gas turbine base in Qinghuangdao, Hebei Province, for the
purpose of jointly pushing forward the research and manufacturing of heavy gas turbines in China. (Such joint venture project
should come into effect upon the approval of the board of directors of both parties)

In May, the Company’s independently developed two 660 MW supercritical coal-fired boilers for Pakistan Sahiwal Power Station
were put into operation successfully, becoming the first on-service energy project along the Sino-Parkistan Economic Corridor
concerning the “Belt and Road” initiative.

In July, three steam generators of the first reactor nuclear power unit of HPR1000 (¥:8 —5%) undertaken and manufactured by
the Group and designed for exporting overseas completed the ex-factory acceptance and was successfully delivered.

As of August, the world’s four largest-capacity 9HA-class gas turbine units which were constructed by the Group for Pakistan
BHIKIKI 1180MW and BALLOKI 1223MW Combined Cycle Power Plant Projects all passed the 168-hour reliability test run,
setting multiple records.

In December, Jarud Unit 2, the world’s first 300-megavar fully air-cooled phase modifier developed by the Group with fully
independent intellectual property rights, was successfully connected to the grid at a time; this made the Group the first
enterprise with manufacturing capability of the 300-megavar fully air-cooled phase modifier, thereby successfully stretching its
industrial chains to the power transmission equipment.

In December, the world’s first HPR1000 (23 —%%) main pump motor designed and manufactured by the Group itself smoothly
underwent the testing, which made the Group the first manufacturer with a full mastery of key technologies of HPR1000 (28—
§%) main pump motors and independent intellectual property rights.

In December, coal-fired coupled garbage power generation technology of the Group was approved in the review organized

by the National Energy Administration (NEA) of the PRC, becoming the first coal-fired coupled garbage power generation
technology approved by NEA.
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DISCLOSURE OF SIGNIFICANT EVENTS (CONTINUED)

SIGNIFICANT CONTRACTS

Significant contracts signed by the Group in 2017 were set out as follows:

Time of signing

Name of project

January

February

February

February

April

April

May

May

June

June

August

September

October

Contract for the provision of steam turbines and generators for Guohua Jinjie 2 X660MW Super
Supercritical Project phase Ill

Contract for the provision of three major machines and their auxiliary equipment for 2 < 1000MW
project by Gansu Electric Power Investment Changle Power Generation Company Limited (H &

BRESDEAREIAT)

Contract for the provision of boilers and their auxiliary equipment for Indonesia Sumsel No. 1
2 X350 MW coal-fired Power Generation Project by CSEC Guohua

Contract for the provision of 3 xX200MW water turbine generators for Guangxi Dateng Gorge
Project

Contract for the provision of 4 X350MW supercritical steam turbines and generator units for
Sichuan Electric Power Design&Consulting Co., Ltd. (in Zhenfeng County)

Contract for the provision of one set of 9H-class 650MW gas turbine generator unit for Tianjin
Huadian Junliangcheng Project Phase VI

Contract for the provision of 4x112.5MW water turbine generator units for Guinea Souapiti
Project

Contract for the provision of 2x350MW supercritical steam turbines and generators for Energy
China Anlong (£ % BE)

Contract for the provision of 3 X 400MW water turbine generator units for Ethiopian Millennium (3%
ZEM L ET1E) Project

Contract for the provision of feed pumps and circulating pumps for Units 3/4, Sanmen of China
National Nuclear Corporation (CNNC)

Contract for the provision of three 2 X350MW supercritical major machines and their auxiliary
equipment for Dalian Guohong Pulandian Power Plant (A& B 7= & 5 &)

Contract for the provision of nuclear-shielding main pump motors for unit 1/2# of Shenyang
Blower Works Group (Lianjiang)

Contract for the provision of services for Operation and Maintenance of Pakistan BHIKIKI
1180MW Combined Cycle Power Station Project
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Time of signing

DISCLOSURE OF SIGNIFICANT EVENTS (CONTINUED)

Name of project

October

October

November

November

Contract for the provision of equipment for Langfang 9F-class Gas-fired Cogeneration Project of
CPI Group

Contract for the provision of three major machines for CSEC Fugu Power Plant 2 X660MW Project
Phase Il

Contract for the provision of three major machines for Hepusheng (Ningxia) (B &4 (EE) )
6 X 200MW Project

Contract for the provision of 8 X 1000MW water turbine generator units for Baihetan Power Plant
of China Three Gorges Corporation

OTHER EVENTS

In May, the Company held its annual general meeting to complete the appointment of members of the new board of directors

and board of supervisors.

In September, the Company entered into a Domestic Shares Subscription Agreement with Harbin Electric Corporation (HE),

its controlling shareholder, pursuant to which, the Company has agreed to issue and HE has agreed to subscribe in cash for

Domestic Shares at a total subscription price of approximately RMB1.27 billion. After approved by the State-owned Assets

Supervision and Administration Commission of the State Council, the extraordinary general meeting and general meeting for

holders of H Shares of the Company, the acquisition of domestic shares was completed smoothly in January 2018, and thus

the Company has a private placement of 329.717 million domestic shares to HE and raised approximately RMB1.27 billion.
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INFORMATION ON THE COMPANY

REGISTERED NAME OF THE
COMPANY

KEAERRHBRAR
ENGLISH NAME OF THE COMPANY

Harbin Electric Company Limited

REGISTERED ADDRESS OF THE
COMPANY

Block 3

Nangang District High Technology Production Base
Harbin

Heilongjiang Province

The People’s Republic of China

Unified social credit code: 91230100127575573H

OFFICE ADDRESS OF THE
COMPANY

1399 Chuangxinyi Road

Songbei District

Harbin

Heilongjiang Province

The People’s Republic of China
Postcode: 150028

Tel: 86-451-82135727 or 568590070
Fax: 86-451-82162088

Website: www.hpec.com

PLACE OF BUSINESS IN HONG
KONG

Room 1601, 16th Floor
LHT Tower

31 Queen’s Road Central
Hong Kong

LEGAL REPRESENTATIVE

Mr. Si Ze-fu
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AUTHORISED REPRESENTATIVES

Mr. Wu Wei-zhang
Mr. Liu Zhi-quan

COMPANY SECRETARY

Mr. Ai Li-song

JOINT COMPANY SECRETARY

Mr. Tung Tat Chiu, Michael

AUDITORS

BDO China SHU LUN PAN Certified Public Accountants
LLP (special general partnership)

28th floor, Maotai Building, Yard 29,

Middle of North 3rd Ring Road Xicheng District, Beijing
Postcode: 100029

LEGAL ADVISORS

as to PRC Law

HAIWEN & PARTNERS

Room 1016, Beijing Silver Tower
No. 2, Dongsanhuan North Road
Chaoyang District

Beijing

The People’s Republic of China

LISTING INFORMATION

H Shares
The Stock Exchange of Hong Kong Limited
Stock Code: 1133



INFORMATION ON THE COMPANY (CONTINUED)

DEPOSITARY

The Bank of New York
American Depositary Receipts
22nd Floor West

110 Barclay Street

New York, NY 10286 USA

SHARE REGISTRAR AND
TRANSFER OFFICE

Hong Kong Registrars Limited
Shops 1712-1716, 17th Floor
Hopewell Centre

183 Queen’s Road East

Wan Chai

Hong Kong

INFORMATION ON THE COMPANY

Available at the Secretariat of the Board of Directors of
Harbin Electric Company Limited

1399 Chuangxinyi Road

Songbei District

Harbin

The PRC

SHAREHOLDERS RECEPTION TIME

On 8th, 18th, and 28th (the following day in case a holiday)
From 9:00 a.m. to 11:00 a.m. and

From 2:00 p.m. to 4:00 p.m.

Tel: 86-451-82135727 or 58590070

Fax: 86-451-82162088
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DOCUMENTS AVAILABLE FOR INSPECTION

1. The original copy of the 2017 Annual Report of the Company

2. The original copy of the Company’s audited financial statements
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NOTICE OF ANNUAL GENERAL MEETING

NOTICE IS HEREBY GIVEN that the Annual General Meeting of Harbin Electric Company Limited (the ““Company”) for the
year of 2017 will be held at Conference Room of the Company located at Harbin, Heilongjiang Province, the People’s Republic

of China on Friday, 25 May 2018 at 9:00 a.m. for the following purposes:

AS ORDINARY BUSINESS

1. To consider and approve the Report of the Directors for the year ended 31 December 2017;
2. To consider and approve the Report of the Board of Supervisors for the year ended 31 December 2017;
3. To consider and approve the audited accounts and the auditor’s report for the period from 1 January 2017 to 31

December 2017;
4. To declare the 2017 final dividend of RMB0.015 per share (appropriate tax included) to be paid on 25 July 2018;

5. To re-appoint BDO China Shu Lun Pan Certified Public Accountants LLP (special general partnership) as auditor of the
Company for the 2018 financial statements of the Company and authorize the Board of Directors of the Company to fix

its remuneration;

6. To re-elect Mr. Tian Min as independent non-executive director of the Company, with annual remuneration of
RMB60,000;

AS SPECIAL BUSINESS

7. To grant the Board of the Company the authority to appoint any person either to fill a casual vacancy or as an addition
to the Board, his/her term of office shall expire at the conclusion of the next general meeting of the Company;

8. To authorize the Board of the Company to carry out one-off repurchase or repurchase by tranches of H shares of not
more than 10% of the total issued H shares of the Company at the date of passing this resolution through the Stock
Exchange of Hong Kong Limited as deemed appropriate timing. The valid term of the authorization is 12 months
commencing from the date of passing such resolution or until the conclusion of the first AGM after passing such
resolution or its revocation or alternation through a special resolution at a general meeting, whichever is the earliest;

9. Conditional upon the above resolution to repurchase shares being passed and implemented, the Board shall be
authorized to make necessary amendments to clause 16 and clause 17 of the Articles of Association of the Company,
so as to reflect the alterations to the Company’s share capital structure and registered capital arising from the
repurchase of shares.

By Order of the Board
Harbin Electric Company Limited
Ai Li-song
Company Secretary

Harbin, the PRC, 10 April 2018
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NOTICE OF ANNUAL GENERAL MEETING (CONTINUED)

Registered Address:

Block 3, Nangang High Technology Production Base
Harbin, Heilongjiang Province

The People’s Republic of China

Correspondence Address:

1399 Chuangxinyi Road, Songbei District
Harbin, Heilongjiang Province

The People’s Republic of China

Notes:

1. For the purpose of determining Shareholders’ entitlement to attend and vote at the AGM, the register of members of the
Company will be closed from Wednesday, 25 April 2018 to Friday, 25 May 2018 (both days inclusive), during which period no
transfer of shares will be registered. Shareholders whose names appear on the register before book closure shall be entitled to
attend and vote at the AGM. Persons buying shares of the Company during book closure shall not be entitled to attend and vote
at the AGM. In order to be qualified for attending the AGM, all duly completed transfer documents 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 not later than 4:30 p.m. on Tuesday, 24
April 2018.

2. For the purpose of determining Shareholders’ entitlement to the 2017 final dividend, the register of members of the Company
will be closed from Monday, 11 June 2018 to Friday, 15 June 2018 (both days inclusive), during which period no transfer of
shares will be registered. Shareholders whose names appear on the register of members as at Monday, 11 June 2018 are
qualified for the 2017 final dividend which will be paid on Wednesday, 25 July 2018. In order to be qualified for the 2017
final dividend, all duly completed transfer documents 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 not later than 4:30 p.m. on Friday, 8 June 2018.

3. Shareholders intending to attend the AGM shall give written reply to the Company at its correspondence address by 5:00 p.m.
on Friday, 4 May 2018.

4. A Shareholder entitled to attend and vote at the AGM is entitled to appoint one or more persons (whether a Shareholder or not) as
his/her proxy to attend and vote on his/her behalf.

58 To be valid, the form of proxy, together with a notarially certified power of attorney or other document of authority, if any, under

which the form is signed, must be lodged at the correspondence address of the Company not less than 48 hours before the
time appointed for holding the AGM.
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