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COMPANY PROFILE

Huadian Power International Corporation Limited (the “Company”), its subsidiaries and jointly controlled entity
{together, the "Group") are one of the largest listed power producers in the People’s Republic of China (the
“PRC"). The Group is primarily engaged in the construction and operation of power plants and other businesses

related to power generation. By the end of 2006, the total installed capacity in which the Group has interests -

amounted to 11,748.9MW, while the total installed capacity controlled or invested by the Group amounted
to 14,782.2MwW. The total number of employees amounted to 13,649,

The Company was incorporated in Jinan, Shandong Province, the PRC on 28 June 1994. On 30 June 1999,
the Company issued approximately 1,431 million H shares in its initial public offering, which were listed on
The Stock Exchange of Hong Kong Limited. At the beginning of year 2005, the Company issued 765,000,000
A shares at an issue price of RMB2.52 per share, which were listed on the Shanghai Stock Exchange on 3
February 2005. Following the issue of A shares, the total share capital of the Company increased from
5.256,084,200 shares to 6,021,084,200 shares. In August 2006, the Company completed its share reform in
respect of A shares. To date, the Company has 4,590,056,200 domestic shares and 1,431,028,000 H shares,
accounting for approximately 76.23% and 23.77% respectively of the total enlarged issued share capital of
the Company.

Qingdao Company

Weifang Company Zibo Company Tengzhou Company Zhanggiu Company




At present, there are a total of 20 pawer plants/companies wholly-owned or controlled or invested by the Graup.
The power plants of the Group are all strategically located in the vicinity of major coal mines or electricity load
centres. As at present, details of the Group’s power generation facilities are as follows:

Installed Equity
Power Plants Capacity (MW) Interest Generating Units Notes
Zouxian Plant {note 1) 3,540 100% 1 x 1,000MW + 2 x 600MW 1 x 1,000MW
+ 4 x 335MW generating unit
under construction
Shiliquan Plant (rote 2) 1,300 100% 2 x 300MW + 5 x 140MW
Laicheng Plant 1,200 100% 4 x 300MW
Huadian Weifang Power 1,330 45% 1 x 670MW + 2 x 330MW 1 x 670MW
Generation Company Limited generating unit
("weifang Company”) under construction
{notes T and 3)
Huadian Qingdao Power 1,260 55% 4 x 300MW + 60MW
Company Limited {"Qingdao
. Company”} (note 1)
Huadian Zibo Power Company 467 100% 2 x 145MW + 2 x 88.5MW
Limited ("Zibo Company"}
Huadian Zhangqiu Power 350 84.45% 2 x 300MW + 2 x 145MW
Compzny Limited (*Zhanggiu
Company*) {notes 1 and 4)
Huadian Tengzhou Xinyuan 963 88.16% 2 X 315MW + 2 x 150MW
Power Company Limited + 1 x 33MW
{*Tengzhou Company™)
{notes 1 and 4)

' Sichuan Guangan Power 1,800 80% 1 x 600MW + 4 x 300MW 1 x 600MW
Generation Company Limited generating unit
{*Guangan Company”} {note 1) under construction

Anhui Huadian Suzhou Power — 97% - 2 x 600MW
Generation Company Limited generating units
{(“Suzhou Company™) under construction

Anhui Huadian Wuhu Power — 95% - 2 x 650MW
Generation Company Limited generating units
{"Wuhu Company”) {note 5} under construction
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Installed Equity

Power Plants Capacity (MW) Interest Generating Units Notes

Huadian Xinxiang Power — 90% — 2 x 660MW
Generation Company Limited generating units
{"Xinxiang Company”} under ¢onstruction

Huadian Ningxia Lingwu Power - 65% - 2 x 600MW
Generation Company Limited generating units
("Lingwy Company”} fnote 6) under construction

Ningxia Zhongning Power Generation 660 50% 2 x 330MwW
Company Limited (*Zhongning
Company”) {note 7}

Ningxia Power Generation 1,432.2 31.11% 4 x 330MW + 112.2MW 112.2MW
{Group) Company Limited wind power;
(“Ningxia Power Company”) 4 x 330MW

thermal power

Anhut Chizhou Jiuhua Power 600 40% 2 x 300MW
Generation Company Limited
{*Chizhou Company”}

Sichuan Luzhou Chuannan Power — 40% - 2 x 600MW
Generation Company Limited generating units
{“Luzhou Company”} under construction

Sichuan Huadian Luding — 100% - 4 x 230MW
Rydropower Company Limited hydroelectric
(“Luding Hydropower Company”) (note 8) generating unis

under construction

liangsu Huadian 8inhai Wind - 100% - 200MW wind
Power Company Limited power generating units

{"Binhai Wind Power Company”) (note 9) under construction

Huadian Ningxia Ningdong Wind - 100% — 45MW wind power

Power Company Limited
(“Ningdong Wind Power Company”)
{nate 10)

Total installed capacity

controlled or invested (note 11) 14,782.2
Total interested capacity (note 12) 11,748.9

generating units
under construction
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Nate 1

Note 2:

Note 3:

Note 4:

Note 5:

Note 6:

Note 7.

Note 8:

Note 9

Note 10:

Note 11:

Note 12:

The second 300MW generating unit of Qingdao Company Phase Il expansion project was completed and
commenced commercial operation on 9 July 2006. The two 300MW generating units of Zhanggiv Company Phase
It expansion project were completed and commenced commercial operation on 14 July 2006 and 15 November
2006 respectively. The first 670MW generating unit of Weifang Company Phase Il expansion project was
completed and commenced commercial operation on 24 October 2006. The two 315MW generating units of
Tengzhou Company Phase Il expansion project were completed and cormmenced commercial operation on 10
November 2006 and 13 December 2006 respectively. The first 1,000MW generating unit Zouxian Plant Phase IV
expansion project was completed and commenced commercial operation on 4 December 2006. The first 600MW
generating unit of Guangan Company Phase Hi expansion project was completed and commenced commercial
operation on 13 December 2006.

In 2006, the capacity of unit No. T of Shiliguan Plant was expanded from 125MW to 140MW, which increased
the total installed capacity of Shiliquan Plant to 1,300MW.

Upon the completion of capital increase and change of business registration procedures in lanuary 2006, the
Company held 45% equity interest in and obtained the power to govern the financial and operating policies of
Weifang Company. Starting from January 2006, Weifang Company has been accounted for 100% instead of the
previous 30% in the consolidated financial statements.

In April 2006, the Company's equily interest in Zhanggiu Company was increased from 80.41% to 84.45%. Equity
held by the Company in Tengzhou Company was increased from 54.49% to 88.16% as of November 2006.

On 26 September 2006, the Company entered into Wuhu Share Transfer Agreement with China Huadian
Corporation ("China Huadian®), pursuant to which the Company proposed to acquire the 95% equity interest
in Wuhu Company from China Huadian at a consideration of RMB25.41 million. The transaction was approved
by relevant state authorities on 30 December 2006. In january 2007, the Company paid up the consideration
for this acquisition and the acquisition was completed.

in February 2006, Lingwu Company was established in which the Company held 65% equity interest, and was
included into the Group's consclidated financial statement since its incorporation.

Zhongning Company, formerly known as Ningxia Yinglite Zhongning Power Company Limited, was renamed as
Ningxia Zhongning Power Company Limited upon the change of business registration in fune 2006.

On § June 2006, Luding Hydropower Company was incorporated in which the Company held 100% equity
interests, and was included into the consolidated financial statement since its incorporation.

On 1 June 2006, Binhai Wind Power Company was incorporated in which the Company held 100% equity
interests, and was included into the consolidated financial statement since its jncorporation.

Ningdong Wind Power Company, in which the Company has 100% ownership, was incorporated on 19 March
2007 and was included into the consofidated financial statement since its incorporation.

The aggregate installed capacities of the Company, its subsidiaries, jointly controlled entity and associates of
which the capacity of Ningxia Power Company was aggregated by excluding the capacity of 660MW of Zhongning
Campany, a jointly controlfed entity with 50% equity interest held by Ningxia Power Company,

The aggregate proportionate installed capacities of the Company and companies controlled or invested by the
Company, determined based on the respective percentage of equity interest held by the Company, of which the
interested capacity of Ningxia Power Company of 1,092MW was 31.11% included, representing the Company’s
equity interest in Ningxia Power Company.
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During the reporting period (from 1 January 2006 to 31 December 20086), the operational safety of the Group’s
generating units has been maintained at a satisfactory level and had achieved 32 consecutive 100-day safety
records. The companies managed by the Group such as Qingdao Company, Zibo Company and Tengzhou
Company have recorded continuous safe production for over 3,000 days while the safe production record
achieved by each of Zouxian Plant, Laicheng Plant and Weifang Company was a period of over 2,000 days.
Zhanggiu Company recorded continuous safe production for over 1,500 days.

In 2006, a total of 317 generating units nationwide participated in the 35th Large-scale Thermal Power Units
Competition of the PRC for the Year 2005 (with unit capacity of 300MW and above). Generating units were
assessed in accordance with their performance in terms of operating efficiency, safe operating period and
production rate. Awards were given to 69 generating units in the competition, representing an overall award
rate of 21.8%. The Group participated in the competition and represented by 20 generating units of 300MW
or 600MW, and 9 of them won awards, representing an award rate of 45%. In the competition, unit No.5
and unit No.6 of Zouxian Plant won the first-class award and third-class award respectively under the 600MW
generating units category; unit No.3 of Zouxian Plant, unit No.2 of Qingdao Company, and unit No.3 of Laicheng
Plant won the first-class awards under the category of 300MW generating units; unit No.34 of Guangan
Company won the second-class awards under the category of 300MW generating units; and unit No.2 of
Weifang Company, unit No.6 of Shiliqguan Plant and unit No.1 of Qingdao Company won third-class awards
under the 300MW generating units category.

SHAREHOLDING STRUCTURE

The shareholding structure of the Company and its principal subsidiaries, associates and jointly controlled entity
as at the date of this report is set out as follows:

China Huadizn Shandong Internationa! Shandong Luneng Zaczhuang City
Corporation Trust and lnvestment Development {Group) Infrastructure Hoiders of H Shares Qther Holders of
Corporatin Company Limited Investment Compzny A Shares
49.18% | 14.11% 1.35%| 031% | 23.77% 11.28%
Huadian Power International
Corporation Limited
Wehy Compang tud:ng Hycropower Binhas Wind Fower lengeieng Wind
1 1 S60MW tader Company 4 2 Z30MW {erpity Fower Cempacy
oo araant o OO W pcver 45NV wend pover
censtiuctzn e gonstiucEsn L (CHELE
95% 100% 100% 100%
100% 100% 100% 55% 45% 100% 84.45% B8.16%
Tocnan Mant Wedang Company
3 540MW Sheliguan Plant Laicheng Alani Qengdan Company 1,330M Dibo Company Thanggru Company Tengzhou Compary
11l QOCMN uader 1,300MW 1, 20050 1,760 [0 ABTMN BN 963N
st ooy te]
80% 65% 3IN.11% 97% 50% 90% 40% 40%
[ Com Nengria Power Comy "
%WW lmg;:u%::wm '\g.ullm mwurpaw Suzgf:umgmpanr Hhongaing Company x""?:gsgmmr Chizhou Company luz!;:uswhmwpanr
"‘ggﬁt"_"’?' Ut COnSUKie ‘S;w:ﬂlm ot ersinTion BapH i=der gL By vl c-strcls

Particulars of the Company’s subsidiaries, associates and jointly controlled entity as at 31 December 2006 are
set out in notes 17, 18 and 19 respectively of the financial statements prepared in accordance with International
Financial Reporting Standards ("IFRS”} included in this annual report.
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Cao Peixi
Chairman

CHAIRMAN’S STATEMENT

Dear Shareholders,

| hereby present the annual results of the Group for the year ended 31 December 2006. During the year, despite
the keen competition and various unfavourable factors, the Company, under the support of the government
and sharehalders as well as the concerted efforts and diligence of the management and our staff, accomplished
various predetermined targets for the year.

Electricity generation of the Group during the year ended 31 December 2006 amounted to 52.53 million MWh,
representing an increase of approximately 12.20% over 2005. Operating turnover for the year amounted to
approximately RMB15,131 million, representing an increase of approximately 13.76% over 2005. The Group’s
profits attributable to equity shareholders amounted to approximately RMB1,201 miltion, representing an
increase of approximately 12.64% over 2005. Earnings per share were RMB0.199. The Board recommended
the payment of a final dividend of RMB0.062 per share for the financial year ended 31 December 2006.




As a further step in light of its nationwide development strategy following the acquisition of 97% equity
interests in Suzhou Company and 90% equity interests in Xinxiang Company held by its controlling shareholder
China Huadian in 2005, the Group entered into share transfer agreements with China Huadian in 2006 to
acquire 95% equity interests in Wuhu Company. Such transactions laid a solid foundation for the Company’s
rapid development as a national independent power producer.

In accordance with relevant requirements of the securities regulatory authorities of the PRC and the government,
the Company's share reform in the A shares market kicked off in June 2006 and was completed in August 2006.

To increase the rate of return for shareholders and strengthen its core competitiveness, the Group has been
continuously exploring new opportunities for development of electricity business throughout the country, with
a view {0 maintaining its position as one of the largest and most competitive listed power producers in China.
The Group’s projects under construction and under development are in smooth progress. To date, the Group’s
projects under constructian include the second 1,000MW generating unit of Zouxian Plant Phase IV expansion
project, the second 670MW generating unit of Weifang Company Phase Il expansion project, the second
600MW generating unit of Guangan Company Phase Ill expansion project, two 600MW generating units of
Lingwu Company, two 600MW generating units of Suzhou Company Phase | project, two 660MW generating
units of Xinxiang Company Phase | project, two 600MW generating units of Wuhu Company, two 600MW
generating units of Luzhou Company, Anhui Suzhou Straw-fried Thermal Power Plant project with a planned
capacity of S0MW (“Suzhou Straw-fried Power Project”) and wind power project of Ningdong Wind Power
Company with a planned capacity of 45MW.

In addition to developing thermal power, the Group further strengthens the development of Luding Hydropower
Company for earlier approval by the State while actively seeking to cbtain the development rights for other
hydropower projects along the Daduhe river basin and new hydropower resources. In respect of wind power,
the Group has obtained the development rights for Jiangsu Binhai and Qingdaoc Jimo wind power projects. In
December 2006, the 45MW Ningdong Wind Power Phase | project was approved by Ningxia Hui Autonomous
Region Development and Reform Commission. As for biomass energy power generation, the Company modified
the boiler burner of unit No. 5 of Shiliquan Plant by application of the renewable energy utilisation techniques
- straw combustion techniques in 2005, which has brought satisfying economic benefit. Meanwhile, the Suzhou
Straw-fried Power Project with planned capacity of 50MW was approved by the National Development and
Reform Commission in August 2006.

During the past year, the Group's achievement in its operating results was attributable to the unremitting efforts
devoted by its staff as well as the support of local governments and shareholders, | hereby express my heartfelt
thanks to them. In future operation and development, the Company will strive to keep up with its efforts to
create more promising results to render satisfactory return to sharehoctders.

Cao Peixi
Chairman

Beijing, the PRC
23 March, 2007




BUSINESS REVIEW

(1)

(2)

(3)

Power generation

Electricity generation of the Group during 2006 amounted to 52.53 million MWHh, representing an
increase of approximately 12.20% over 2005. The average utilization hours of the power generation
facilities of the Group were 5,402 hours, representing a decrease of 310 hours from 2005.

Turnover

in 2006, the total volume of electricity supplied by the Group to the grid was 49.08 million MWh,
representing an increase of approximately 12% over 2005.

Turnover for the year 2006 amounted to approximately RMB15,131 million, representing an increase of
approximately 13.76% over 2005. Revenue generated from sale of electricity for the year 2006 amounted
to approximately RMB14,835 million, representing an increase of approximately 13.81% over 2005. The
revenue generated from sale of heat for the year 2006 amounted to approximately RMB296 million,
representing an increase of approximately 11.31% over 2005.

Profit
For the year ended 31 December 2006, the Group's profits attributable to equity shareholders of the

Company amounted to RMB1,201 million, representing an increase of approximately 12.64% over the
corresponding period in 2005. Earnings per share were RMB(.199.
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(4)

(5)

(6)

Newly installed capacity

There were mainly eight generating units of the Group commenced commercial operation in 2006, The
second 300MW coal-fired generating unit of Qingdao Company Phase Il expansion project was completed
and commenced operation on 9 July 2006, The two 300MW coal-fired generating units of Zhanggiu
Company Phase Il expansion project were completed and commenced operation on 14 July 2006 and
19 November 2006 respectively. The first 670MW supercritical generating unit of Weifang Company
Phase U expansion project was completed and commenced operation on 24 October 2006. Two 315MW
heat and power co-generation units of Tengzhou Company Phase Il expansion project were completed
and commenced operation on 10 November 2006 and 13 December 2006 respectively. The first 1,000MW
ultra-supercritical generating unit of Zouxian Plant Phase IV expansion project was completed and
commenced operation on 4 December 2006. The first 600MW subcritical generating unit of Guangan
Company Phase lll expansion project was completed and commenced operation on 13 December 2006.
All these newly-operated generating units adopted the local benchmark on-grid tariffs. A tariff rise of
RMB15/WMbh resulting from desulphurization was implemented for units No.1 and No.2 of Qiangdao
Company and units No.1 and No.2 of Weifang Company based on the original electricity tariffs.

Construction in progress

To date, the Group's projects under construction include one 1,000MW generating unit of Zouxian Plant
Phase IV project, one 670MW generating unit of Weifang Company Phase |i expansion project, one
600MW generating unit of Guangan Company Phase Ill expansion project, two 600MW generating units
of Lingwu Company, two 600MW generating units of Suzhou Company Phase | project, two 660MW
generating units of Xinxiang Company Phase | project, two 600MW generating units of Luzhou Company,
two 660MW generating units of Wuhu Company Phase | project, Suzhou Straw-fired Power Plant project
with a planned capacity of 50MW and the wind pawer project of Ningdong Wind Power Company with
a planned capacity of 45MW.

Preliminary projects

As for preliminary projects currently under development of the Group, the four 230MW hydropower
projects of Luding Hydropower Company were granted development rights while the Group acts
zealously to obtain development rights far other hydropower projects in Daduhe river basin. In pursuing
wind power development resources, the Group signed agreements with local authorities of Shandong,
Hebei, Liaoning, Ningxia and Inner Mongolia to develop wind power generation in the regions. With
regard to exploration for thermal source reserves, the Group is investigating the possibility of developing
thermal power reserves exploration projects in Shandong, Ningxia and Henan provinces. The Group is
also actively pursuing Shandong Hongshiding nuclear power project.

Annual Report 2006

1 | I Huadian Power International Corporation Limited




BUSINESS PROSPECT

According to statistics, in 2007, the national economy is expected to grow continuously, stably and persistently
while the power demand is expected to expand relatively quickly. Meanwhile, the State will advance towards
an energy efficient and environment-friendly saciety. With remarkably improvement in various strengths after
years' growth, the Group is well placed to consolidate and maintain its competitive advantage in the PRC by
capitalizing on its high proportion of environment-friendly generating units with large capacity and high
efficiency.

Power demand is increasing in developed or fast-growing economies including Shandong, Sichuan, Ningxia and
Anhui in which the Group operates or invests. The Group’s quality assets comprise a majority of generating
units with large capacities, high performance and efficiency, generating units with 300MW or above account
. for over 80% of the total installed capacity. The first 1,000MW ultra-supercritical unit of Zouxian Plant Phase
iV project, which holds a leading position in the PRC for its unit capacity, commenced operation in 2006 while
the second one is set to commence operation in 2007.

Through a decade of rapid growth and continucus expansion, the installed capacity, generating capacity,
profitability, competitiveness and integrated strengths of the Group as a listed power generating enterprise in
China have always ranked high. In 2007, the Company wili continue to put efforts in infrastructure projects,
aperations improvement, power source project development, cost-effectiveness enhancement and capital
operations optimisation, aiming at increasing overall strength and competitive edge of the Group. The Group
is confident in its ability to seize opportunities and address challenges, particularly those from the critical market.
8y fully utilizing its own advantages, the Group will constantly expand its operations and overcome various
adverse factors including reduced utilization hours and rising coal prices, so as to secure a steady and fast
growth.

Chen Jianhua
tor and General Manager




The major objectives of the Group in 2007 are as follows:

1.

To ensure safe and stablte operation of the Group’s power plants, to achieve the Group‘’s-operational
targets for 2007, to control costs stringently and maintain the ieading position in the\industry in terms
of various technological and economic performance indicators. '

2. To ensure smooth construction in progress with respect to construction speed, quatity-and-unit costs
control and their timely commencement of operations,
3. To drive preliminary projects forward, to further optimize power source structure 9nd regional structure
to actively develop new energy prorects to accelerate the development of hydroélectricity projects, and
to boost the construction and d,eveloprp\ent of wind power projects.
. Py _
T g A .
4. To take initiatives in the task of shutting down,small thermal power units.
- . 4 / “‘T—._
L ; ' i ‘
5. To make use of the competitive’edge of China’ Huadian’s pawer source exploration projects a ross the
PRC, to compete for exploratron and constructron of new projects} and tg speed up the Group's expansion
in domestic power generatron mdustry / ’ ‘
s T~ |
6. To strengthen control on coal costs and further enhance '[(he long-term strategic partnership with coal
mines so as to improve coal qualrty and/secure goal sup;‘aly.
/ !
7. To adhere to low cost strategies to en/hance the’z' Compaqy's profitability.
! L ! I
8. To actively explore muftiple debt financing channels for reduction of financing costs so as toMmieet future
financial needs for its continuous developmen}'.
~
9. To introduce innavative human resources management.system-for-improving the ‘overall quality\of the
Group's managemént.
) S Chen Jian(\ua E
! Director and General Manager .
4 X
Beijing, the PRC
23 March, 2007 - /
/ — ]
/ N




SUPERVISORS AND SENIOR MANAGEMENT

DIRECTORS

Mr. Cao Peixi, Chinese, born in August 1955, holds a master's degree and is a professor-grade

senior engineer. He is currently the Chairman of the Company, the General Manager and Party |
Secretary of China Huadian Corporation and the Chairman of Huadian Coal Industry Group i
Company Limited. Mr. Cao has 34 years’ working experience in power generation, operation '
and management and capital operations. He started his career in Qingdac Power Plant in 1972
and had held positions of technician, Deputy Chief Engineer, Deputy Head and Head of the
plant. From December 1995 till December 2002, he had been the General Manager's Assistant,
Deputy General Manager, Chairman and Party Secretary and General Manager of Shandong
Electric Power (Group) Corporation. From December 2002 to Cctober 2006, Mr. Cao was the
Deputy General Manager and a Party Member of China Huadian Corporation.

Mr. Chen Feihu, Chinese, born in July 1962, graduated from Renmin University of China with a
bachelors degree. He is currently the Vice Chairman of the Company, the Deputy General Manager,
a member of the Party group and the Chief Accountant of China Huadian Corporation. Mr. Chen
had served in the Production and Finance Division of Finance Bureau of Ministry of Electric Power and
industry, the Production and Finance Department of Finance Bureau of Ministry of Water Resources
and Electric Power, Electric Enterprise Division of Economic Regulation Bureau of Ministry of Energy,
Progluction Division of Finance Department of China Electricity Council, Economic Regulation Division
of Economic Regulation Bureau of the Ministry of Electric Power, Fujian Provincial Bureau of Electricity
Industry, Economic Regulation Bureau of the Ministry of Electric Power, Finance and Assets Operation
Department of State Power Corporation, General Manager Department and Institutional Reform
Office of State Power Corporation and State Power Corporation. He has 27 years’ experience in
electricity generation, public finance, banking and finance and macro economic management etc.

Mr. Zhu Chongli, Chinese, born in Qctober 1948, is a senior economist and is currently the Vice
Chairman of the Company and the Chairman of $handong International Trust and Investment
Corporation. Mr. Zhu graduated from Economic Department of Shandong University. He has 34
years' experience in macroeconomics, trust and investment management. Mr. Zhu had worked
in the Planning Committee of Shandang Province (presently known as Shandong Provincial
Development and Reform Commission), Commanding Office for Yin Huang Ji Qing Project of
Shandong Province and Shenzhen Donghua industrial Corporation.

Mr. Chen Jianhua, Chinese, born in May 1960, is a senior engineer with a master's degree. He
is currently a Director and the General Manager of the Company and Chief Economist of China
Huadian Corporation. He is also the Chairman of Huadian Qingdao Power Company Limited
and the Chairman of Sichuan Guangan Power Generation Company Limited. Mr. Chen graduated
from Shandong University. He has 25 years’ experience in electric power generation, operating
management and securities finance. Before joining the Company, Mr Chen had worked at Qingdao
Plant and Shandong £lectric Power Group Corporation.
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SUPERVISORS AND SENIOR MANAGEMENT (continued)

Mr. Tian Peiting, Chinese, born in July 1945, with university qualification, is a professor-grade
senior engineer and is currently a Director of the Company. Mr. Tian graduated from Huazhong
Industrial Coflege majoring in thermal energy power. He has 38 years' experience in electric
power infrastructure, research, management and securities finance. Before joining the Company,
Mr. Tian had worked at Shandong Electric and Canstruction Na. 2 Division, Shandong No. 3
Electric and Construction Company, Shandong Nuclear Power Engineering Company, Shandong
No. 1 Electric and Construction Company, Shandeng Electric Science Research Institute and
Shandong Electric Power Group Corporation.

Ms. Wang Yingli, Chinese, born in September 1961, is a senior engineer with university
qualification and an MBA degree. She is currently a Director of the Company, the Deputy General
Manager of Shandong International Trust and Investment Corporation. Ms Wang commenced
to work in 1981. Ms Wang has 24 years' experience in macroeconomics, trust and investment
management. Ms. Wang had worked at Shandong University and Shandong Internaticnal Trust
and Investment Corporation.

Mr. Zhang Bingju, Chinese, born in November 1958, is a senior accountant and is currently a
Director of the Company. Mr. Zhang commenced to work in Shandong Provincial Bureau of
Power Supply in 1980 and had worked at Zaozhuang Power Supply Bureau, the Finance Division,
Operation Department, Operation and Sales Department, Power Supply and Maintenance
Company and Operation Department of Shandong Electric Power Group Corporation. He has
26 years' experience in electric power operation and management.

Mr. Peng Xingyu, Chinese, born in February 1962, is a senior accountant with a master's degree
and is currently a Director of the Company, deputy chief accountant and the Head of Finance
and Assets Department of China Huadian Corporation. Mr. Peng graduated from Wuhan University
and commenced to work in 1981. He has 25 years’ experience in the industries of electric power
generation, operation and capital management. Mr Peng had worked at Huazhong Electric
Power Management Bureau, China Huazhong Electric Power Group Company and Hubei Electric
Power Company.
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SUPERVISOIiS AND SENIOR MANAGEMENT (continued)

Annual Report 2006

Mr. Ding Huiping, Chinese, barn in June 1956, is a professor and Ph.D. tutor and is currently
an Independent Director of the Company. Mr. Ding graduated from Northeastern University
with a bachelor’s degree in February 1982. He studied in Sweden since 1987 and acquired an
associate doctoral degree in Industry Engineering in 1991, a doctoral degree in Enterprise Economic
in 1992 and conducted postdoctoral research. He has been working at Economic and Management
School of Northern Jiaotong University (presently known as Beijing Jiaotong University) since
1993. Research directions: Theory of enterprise economics and innovative management, supply
chain management and enterprise informatization aperation, investment and financing decisions
and assessment of enterprise values.

Mr. Zhao Jinghua, Chinese, born in May 1962, is a professor and Ph. D. tutor and is currently
an Independent Director of the Company. He has been the deputy head of the Economic and
Management Department of Shandang University, and has been the deputy head and head of
Management School of Shandong University. Mr. Zhao has participated in training course for
independent directors of listed companies as jointly organized by China Securities Regulatary
Commission and School of Economics and Management of Tsinghua University and got the
Certificate of Completing during the period from 15 July 2001 and 20 July 2001. Mr. Zhao is
currently the head of Capital Operation and Strategic Management Centre of The Central
University of Finance and Ecanomics, chief professional of the base for economics and
management research of Shandong Province, member of BE 2 I5HE L& (Professional
Educational Instruction Cammission) of higher schoe! industry and business management studies
under the Ministry of Education.

Mr. Wang Chuanshun, Chinese, born in August 1965, is a senior accountant and is currently
an Independent Director of the Company. Mr. Wang graduated from the Economics Department
of Southwest Agriculturat University in 1990 with a master’s degree. In the same year, he worked
for the 1L FEE B EHEE (Audit Department of Shandong Pravince}, and has been the accountant
of Audit Department of Shandong Province, the deputy head of LR & EHRIEE5Fi (Shandong
Accounting Company Limited), deputy general manager of Shandong Zhengyuan Accountants
Limited, and a deputy head and accountant of Shandong Zhengyuanhexin Accountants Limited.
He is currently a head of China Rightson (Shandong) Certified Public Accountants.

Mr. Hu Yuanmu, Chinese, born in November 1954, Professor and tutor of Ph.D and master, is
currently an Independent Director of the Company. Mr. Hu graduated from the Accounting
Department of Shandong Economic College in July 1983, and has been a teacher there to date.
He has been the deputy head and head of the faculty of accountancy in Shandong Economic
College. In the meantime, he got a master’s degree and doctoral degree in K RBHE K2 (Tianjin
University of Finance and Economics). He has been recognized as a provincial level leader of
youth academics and subjects in 1993. He is currently the assistant to dean, the head of education
administration department and a key academic fellow of Shandong Economic College. He is
also a professor of Shandong Provincial Party School, director of the 2B 51 #I% & (Accountancy
and Teaching Society of China), and a standing committee member of Shandong Accountancy
Society. Research directions: Accounting, Chrematistics and Auditing




SUPERVISORS AND SENIOR MANAGEMENT (continued)

SUPERVISORS )

Mr. Feng Lanshui, Chinese, born in Qctober 1946, graduated from the Shandong Finance
Institute, and is currently the Chairman of the supervisory committee of the Company and is a
director of Shandong International Trust and Investment Corporation. Mr. Feng had worked in
the Foreign Trade and Finance Trade Office of Qihe County in Shandong Province and the
Shandong Pravincial Planning Commission (presently known as Shandong Provincial Development
and Reform Commission). He has 35 years' experience in finance, monetary, macroeconomic
management and trust and investment.

Mr. Li Changxu, Chinese, born in November 1962, with university qualification, is a seniof,
accountant and is currently a member of the Supervisory Committee of the Company, the Head
of Audit Department of China Huadian Corporation. Mr. Li graduated from Shanghai Electric
Power College and has 24 years’ experience in the industries of electric power generation
management and auditing. Mr. Li had worked at the Accessory Company of the Ministry of
Rydropower, the Audit Bureau of the Ministry of Water Resources and Electric Power, the Audit
Bureau of the Audit Department at the Ministry of Energy, the Audit Bureau of the Ministry of
Electric Power and the Audit Bureau of the State Power Corporation of China. ‘

Ms. Zheng Feixue, Chinese, born in Novemnber 1955, graduated from the Northeast Electricity
College majoring in power plant and electricity system. She is currently a member of the
Supervisory Committee of the Company and the Secretary to the Party Committee of Shiliquan
Plant. Ms Zheng has been with Zouxian Power Plant since 1982, and has acted in various capacities,
She has 24 years’ experience in electricity generation and management,

COMPANY SECRETARY

Mr. Zhou Lianging, Chinese, born in Novernber 1960, with a master’s degree, is a senior engineer
and graduated frem Shandong University. He is currently the Secretary to the Board of the
Company. Mr. Zhou has worked since 1982. Before joining the Company, Mr. Zhou had worked
at the Shandong Xindian Power Plant and Shandong Eleciric Power Group Corporation. He has
24 years’ experience in electric power generation, management, laws and regulations, flnance
investor relations and securities management.
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SENIOR MANAGEMENT

Mr. Zhong Tonglin, Chinese, born in February 1960, is a senior engineer with a master’s degree. He
is currently the Deputy General Manager of the Company. He is also the Chairman of Anhui Chizhou
liuhua Power Generation Company Limited, the Chairman of Huadian Weifang Power Company
Limited, a Vice Chairman of Sichuan Guangan Power Generation Company Limited, a Vice Chairman
of Ningxia Power Generation Company (Group) Limited, and a director of Huadian Qingdao Power
Generation Company Limited. Mr. Zhong graduated from the Shanghai Electric Power College. He
has 24 years’ experience in electric power infrastructure, design, management and securities finance.
Before joining the Company, Mr. Zhong had worked at the Shandong Province Electric Power Design
Institute, the Shandong Electric Power Infrastructure Company, Shandong No. 3 Electric and
Construction Company and Shandong Electric Power Group Corporation.

Mr. Geng Yuanzhu, Chinese, born in November 1964, holds a master’s degree. He i3 currently
a Deputy General Manager of the Company, the Chairman of Huadian Ningxia Lingwu Power
Generation Company Limited, the Chairman of Huadian Anhui Suzhou Power Generation
Company Limited and the Chairman of Huadian Xinxiang Power Generation Company Limited.
Mr. Geng graduated from Shandong University. He has worked since 1988 and has 18 years’
experience in electric power generation and operation management. Mr. Geng had worked at
Weifang Plant, Luneng Hainan Vast Property Company Limited (B85 8MEARETR 7))
and Zouxian Plant, and served as the factory head of Zouxian Plant before joining the Company.

Mr. Zhu Fangxin, Chinese, born in October 1951, graduated from the Shandong Province
School of Finance and Accounting, registered accountant and registered auditor. He is currently
the Chief Supervisor of Financial Affairs of the Company. Before joining the Company, Mr. Zhu
had worked in the finance department of the Shandoeng Electric Power Bureau, the General
Services Company of Shandong Electric Power Bureau, Shandong Luneng Development (Group)
Company Limited, Shandong Electric Power Group Corporation and Shandong Luneng Electric
Power Fuel Company Limited. He has nearly 34 years’ experience in financial management and
securities finance.

Mr. Wang Wengi, Chinese, born in March 1963, is a senior engineer with a master’s degree. He
is currently a Deputy General Manager of the Company. He is also the Chairman of Huadian
Zibo Thermal Power Company Limited, the Chairman of Huadian Zhanggiu Power Generation
Company Limited and the Chairman of Huadian International Materials Company Limited. Mr.
Wang graduated from Shandong University studying electrical mechanics. He has 24 year's
experience in electric power examination, research, management and securities finance. Before
joining the Company, Mr. Wang had worked at the Shandong Eiectric Power Science and Research
Institute and Shandong Electric Power Group Corporation.

Mr. Gou Wei, Chinese, born in December 1967, is a senior engineer with a master's degree. He
is currently the Deputy General Manager of the Company, the Chairman of Huadian Tengzhou
Thermal Power Company Limited and the Vice Chairman of Sichuan Luzhou Chuannan Power
Company Limited. Mr. Gou graduated from North China Electric Power University. Mr. Gou has
worked since 1989 and has 17 years’ experience in electric power generation and operating
management. He had worked at Jiangyou Plant, Sichuan Guangan Power Generation Company
Limited and served as the General Manager of Sichuan Guangan Power Generation Company
Limited before joining the Company.
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(1)

(2)

(3)

MACROECONOMIC CONDITIONS AND ELECTRICITY DEMAND

According to the relevant information and statistics, the 2006 gross domestic product (*GDP") of the
PRC amounted to RMB20,940.7 billion, representing an increase of 10.7% over 2005 based on comparable
prices. Power consumption of the whole society totalled 2,824.8 million MWh, representing an increase
of 13.99% over 2005, of which the consumption of the primary, secondary and tertiary industries
accounted for 83.2 million MWh, 2,135.4 million MWh and 282.2 million MWh respectively, representing
a year-on-year increase of 9.9%, 14.3% and 11.8% respectively.

Currently, the Company's power generating units in gperation or under construction are located in
Shandong, Sichuan, Ningxia, Anhui and Henan Province/Autonomous Region with fast-growing economy
and considerable GDP growth in recent years. Based on comparable prices, the GDP growth rates of
Shandong, Sichuan, Ningxia, Anhui and Henan Province/Autonomous Region in 2006 reached 14.7%,
13.3%, 12.5%, 12.9% and 14.1% respectively. Their GDP growth rates outperform the national average
by 4.0, 2.6, 1.8, 2.2 and 3.4 percentage points, respectively. Among them, Shandong Province has
recorded continuous double-digit economic growth for years. Power consumption of the whole society
for Shandong Province increased by 15.24%. In line with the GDP growth, power demands in other
regions increased rapidly.

TURNOVER AND PROFIT

In 2006, the Group strengthened the management, strove for planned output, optimized dispatch and
achieved a considerable rise in the volume of power generation. In the meantime, it maintained a strict
control over all controllable costs including coal prices while ensuring coal supply in terms of both quality
and quantity. As a result of the active promotion of price linkage between coal, electricity and heat
industries, the cost increase due to climbing coal prices since 2005 was partially offset. The total volume
of electricity supplied by the Group to the grid for the year 2006 was 49.08 million MWh. Turnover for
the year 2006 amounted to approximately RMB15,131 million, representing an increase of approximately
13.76% over 2005, Profits attributable to equity shareholders of the Company amounted to approximately
RMB1,201 million, representing an increase of approximately 12.64% over 2005. Earnings per share were
RMBO0.199. The increase in turnover was mainly attributable to the increase in the volume of power
generation and the rising on-grid electricity tariifs.

OPERATING EXPENSES

During the year, the operating expenses of the Group amounted 10 RMB12,835 million, representing
an increase of approximately 14.12% over 2005, which was mainly attributable to a rise in the installed
capacity and the volume of power generation. The growth of in operating expenses was lower than that
of the average installed capacity of the generating units of the Group.

The principal contribution to the operating expense of the Group was coal costs, which amounted to
RMBS8,062 million in 2006, accounting for approximately 62.81% of the Group's total operating expenses.
In 2006, the Group strove for improving coal quality and reducing coal prices. Unit fuel cost for electricity
supplied by the Group amounted to RMB158.96/MWh, representing a slight decrease from 2005, mainly
attributable to the decrease in unit coal costs of the Group resulting from the consolidation of Zhongning
Company which incurred lower coal costs.

Depreciation and amortisation expenses of the Group amounted to RMB1,952 million in 2006, representing
an increase of approximately 20.37% over 2005. This mainly resulted from the operation of new
generating units and the change of the consolidation method in respect of Weifang Company and
Zhongning Company.
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The major overhaul and repair and maintenance expenses of the Group increased by approximately
13.71% to RMB454 million in 2006 as compared with that for 2005. The growth increase in major
overhaul and maintenance expenses was lower than that of the average installed capacity of the
generating units of the Group, which was mainly due to the Group's stringent cost control over major
overhaul and repair and maintenance expenses.

Personnel costs of the Group amounted to RMB1,294 million in 2006, representing a year-on-year
increase of approximately 22.37%. This was mainfy due to the growing installed capacity and the change
of the consolidation method in respect of Weifang Company and Zhongning Company.

Administrative expenses increased by approximately 15.36% to RMB584 million as compared with that
for 2005. This was mainly due to the change of the consolidation method in respect of Weifang Company
and Zhongning Company and the rise in tax and property insurance expenses for newly-operated
generating units .

Other operating costs amounted to RMB332 million, representing an increase of RMB74 million over
2005, mainly due to the increased water and oil fee as a result of the increase of power generating
capacity and volume of power generation.

(4) FINANCE COSTS

Net finance costs of the Group in 2006 amounted to RMB504 million, representing an increase of
RMBS57.44 million, or approximately 12.87%, over 2005. This was mainly attributable to the increase
in total interests on loans being charged into income statement, and the change of the consolidatien
method in respect of Weifang Company and Zhongning Company.

(5) CHARGES OF ASSETS

As at 31 December 2006, the Company’s subsidiary, Guangan Company, and jointly controlled entity,
Zhongning Company, have charged their income stream in respect of the sale of electricity to banks as
security for bank loans amounting to RMB3,901 million.

(6) INDEBTEDNESS

As at 31 December 2006, the borrowings of the Group amounted to RMB31,748 million, of which loans
denominated in US dollars amounted to US$187 million. The gearing ratio (i.e. total liabilities / total
assets) was 71.13%, representing an increase of 10.43 percentage points from that of 2005. This was
mainly attributable to the increase in borrowings for the Group's construction in progress. All loans of
the Group were mainly floating rate loans, short-term loans and long-term loans due within one year
amounted to approximately RMB12,501 millien, and long-term loans amounted to approximately
RMB19,247 million.

(7) CONTINGENT LIABILITIES

As at 31 December 2006, Zhongning Company, the jointly controlled entity of the Company, provided
guarantees for bank loans amounting to RMB42.50 millian granted to Ningxia Power Company, an
associate of the Company. The subsidiary of the Company, Guangan Company, provided guarantees to
banks for loans amounting to RMB73.40 million granted to Sichuan Huayingshan Longtan Coal Company
Limited, an associate of Guangan Coempany. In addition, the Company provided guarantees for bank
leans amounting to RMB462.91 million in aggregate granted to its subsidiaries Zibo Company, Tengzhou
Company, Zhanggiu Company and Luding Hydropower Company. Save as disclosed above, the Group
had no other material contingent liabilities.
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(8) CASH AND CASH EQUIVALENTS

(9)

As at 31 December 2006, the Group had cash and cash equivalents of approximately RMBS68 million.

CASH FLOW ANALYSIS

In 2006, the net increase in consolidated cash and cash equivalents of the Group amounted to
approximately RMB122 million. Cash flew generated from operating activities amounted 10 approximately
RMB2,386 million, representing an increase of RMB50.68 million over 2005. Net decrease in cash flow
generated from investing activities amounted to approximately RMB13,686 million, mainly resulting from
the investment in fixed assets including construction in progress and fixed asset investments such as
technical improvement projects of the Group during the reporting period. Cash flow generated from
financing activities amounted to approximately RMB11,422 million, mainly due to the increased debt
financing during the reporting period.

(10) PRODUCTION, OPERATION AND SAFETY

In 2006, the equivalent availability factor of the generating units was 94.23%: the equivalent forced
suspension rate was 0.59%; the average coal consumption rate for electricity supply of generating units
was 346.51g/KWh, an increase of 1,52g/KWh from that of 2005.

tn 2006, the Group’s operational safety maintained at a decent level. As at 31 December 2006, the Group
had achieved operational safety throughout the year.

In 2006, a total of 7 major overhauls and 18 minor overhauls were undertaken in respect of the
generating units of the Group and the planned overhaul rate was 5.31%, representing a decrease of
0.61 percentage points from 2005.

(11) TECHNICAL IMPROVEMENT PROJECTS

During the reporting period, the capacity expansion of unit No. 1 of Shiliquan Plani, wholly-owned by
the Group, passed the tests and appraisals by the relevant examination institution and experts. The
increase in capacity has been approved by the relevant government authorities. After the implementation
of energy saving and capacity expansion for unit No. 1 of Shiliquan Plant, coal consumption rate for
electricity supply of the generating units reduced by 10-159/KWh on average, and the installed capacity
expanded from 125MW to 140MW.

The Group took active steps to build an energy-saving and environment-friendly enterprise through the
desulphurization technology renovation of units in service with a total capacity of 4, 850MW. Up to date,
the upgrading desulphurization projects of seven power plants/companies with a total capacity of
4,560MW were put into operation and desulphurization facilities of ten power plants/companies with
a total capacity of 10,150MW have been put into operation, establishing a sound environment-friendly
image.

Annual Repont 2006

1 ' | Huadian Power International Carporation Limited




OPERATION STATISTICS

The table below sets out certain major operation statistics of the Group and its power plants/companies:

THE GROUP:
2006 2005 2004
Total installed capacity controlled or
invested at year end (MW) 14,782.20 10,307.20 8.635.00
Interested capacity at year end (MW) 11,748.90 8197.50 7,397.50
Amount of electricity generated ('million MwWh) 52.53 46.82 37.45
On-grid electricity seld (‘'million MWh) 49.08 43.83 34.92
Available hours 6216.70 7.,966.00 8,289.00
Average utilization hours 5,402 5,712.00 5.089.00
Load factor (%) 76.67 75.68 72.60
Equivalent availability factor (%) 94.23 93.80 93.95
Standard coal consumption
for electricity supplied (g/kWh) 346.51 344.99 346.13
2006 Zouxian  Shiliguan  Laicheng  Qingdao Zibo Zhanggiu Tengzhou Guangan  Weifang Zhongning  Chizhou
Equity interest {%) 100 100 100 55 100 84.45 88.16 20 45 50 49
Installed capacity (MW) 3,540 1,300 1,200 1,260 467 890 953 1,800 1,330 660 600
Average tifization hours 5,168 5417 5,345 5,135 5,692 4961 5,348 5,181 5238 1,590 577
Total amount of electricity
generated {'millicn MWh) 13.50 6.96 641 5.67 266 2.3 210 6.37 4.04 5.01 in
Net amount of electricity
generated ('million MWh) 12.76 6.50 6.06 527 234 113 1.94 5.92 374 476 2.90
Standard coa) consumption
for electricity supplied (gfkWh} 3320 3563 3389 3468 3743 360.1 363.7 s 3521 3459 3452
2005 Zouxian  Shiliguan  Laicheng  Qingdao Zibo Zhanggiu Tengzhou Guangan  Weifang Zhongning  Chizhou
Equity interest (%} 100 100 i00 55 100 20.41 5449 80 30 50 40
installed capacity {MW) 2,540 1,285 1,200 660 467 290 EEL 1,200 660 660 600
Average utilization hours 5616 5,754 5,850 5,522 5.905 5733 5,870 5,700 5737 7,964 487
Total amount of electricity
generated ('million MWh) 1427 738 102 8 2.75 1.66 195 6.84 379 219 0.54
Net amouns of electricity
generated ('million MWh) 1353 6.90 6.63 3.52 243 1.54 181 6.39 356 2.64 0.51
Standard ccal consumption
for electricity supplied (g/kWh) EEVA 355.75 339.06 34562 17403 36752 369.14 34191 34287 353.44 3%6.20
2004 louxian  Shiliguan  lLaicheng  Qingdao  Weifang Zibo  Zhangqiu  Tengzhou  Guangan
Equity interest (%} 100 100 100 55 30 100 10 54,49 80
Installed capaity (MW) 2,540 1,285 1,200 660 660 467 299 EEE] 1,200
Average uiilization hours 4,934 4,864 5,092 5315 5531 5,148 4,885 4,89 5514
Total amount of electricity
generated {'million MWh) 1253 6.18 6.1 315 3,65 2.30 1.32 1.63 435
Met amount of electricity
generated {‘million MWh) 11.84 5.76 575 3 343 0 1.22 1.50 402
Standard coal consumption
for slectricity supplied (g/kWh) 3310 35755 13 347.40 347.00 37893 371.96 370.89 342.61
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The Directors hereby present the annual report together with the audited financial statements of the Company,
its subsidiaries and jointly controlled entity (the "Group”) for the financial year ended 31 December 2006.

PRINCIPAL ACTIVITIES

The Group is principally engaged in the generation and sale of electricity and heat. All electricity generated
is supplied to the provincial grid companies where the plants are located. As the Group is located, and has
been operating one single business, in the Pecple's Republic of China ("PRC"), no segmental reporting was
included in the above mentioned financial statements. The profit attained by the Group for the year ended
31 December 2006 and the position of the Group's and the Company's financial affairs as of that date prepared
in accordance with IFRS are set out on pages 52 to 112 of the annual report.

RESERVES

The Board has resolved to transfer 10% (2005: 109%]) of this year's profit, as determined under PRC accounting
standards and requlations, to the statutory surplus reserve, i.e. RMB112,189,000 (2005: RMB101,497,000).
Moreover, according to the Notice on Accounting Issues Relating 1o the Implementation of the Company Law
promulgated by the Ministry of Finance of the PRC {Cai Qi [2006] No. 67), the Group transferred the balance
of the statutory public welfare fund as at 31 December 2005 amounting to RMB379,434,000 to statutory
surplus reserve.

DIVIDENDS

The Board recommended the payment of a final dividend of RMB0.062 per share (totalling approximately
RMB373,307,220) for the financial year ended 31 December 2006 (2005: a final dividend of RMB0.065 per
share, totalling approximately RMB391,370,473). This dividend distribution proposal is subject to the approval
by the shareholders of the Company at the 2006 Annual General Meeting.

RESOLUTIONS PASSED AT THE BOARD MEETINGS IN 2006

in 2006, the Board convened a total of 7 meetings, details of which are summarized as follows:

1. The 8th meeting of the fourth session of the Board was held by way of telecommunications on 18
January, 2006 at the Company’s conference room at 14 Jingsan Road, Jinan City, Shandong Province.
The then Chairman of the Company He Gong presided over the meeting, which was attended by the
Company's 12 Directors in person or by proxy. In compliance with relevant laws, regulations and the
Articles of Association of the Company, the meeting was valid and effective. Supervisors Feng Lanshui,
Li Changxu and Zheng Feixue attended the meeting. Resolutions for the following matters were passed
at the meeting: to approve establishment of a branch in Anhui Province by the name of "Huadian Power
International Corporation Limited Anhui Branch”, and to authorize the General Manager or any person
authorised by him to take such actions and fulfill such procedures and formalities as may be necessary
in accordance with requirements of relevant laws and regulations.

2. The 9th meeting of the fourth session of the Board was convened on 22 March 2006 and conciuded
on 24 March 2006, announcement of resalutions in respect of which was published in China Securities
Journal and Shanghai Securities News on 27 March 2006,

3. The 10th meeting of the fourth session of the Board was held by way of telecommunications on 25 April
2006 at the Company's conference room at 14 Jingsan Road, inan City, Shandong Province. The then
Chairman of the Company He Gong presided over the meeting, which was attended by the Company’s
12 Directors in person. In compliance with relevant laws, regulations and the Articles of Association of
the Company, the meeting was valid and effective. Supervisors Feng Lanshui, Li Changxu and Zheng
Feixue attended the meeting. At the meeting, the analysis on operation the first quarter of 2006 was
heard and the 2006 First Quarterly Report of the Company prepared under requirements of China
Securities Regulatory Commission ("CSRC"} and the PRC accounting standards and regulations was
considered and approved.

Annual Report 2006

] I | Huadian Power International Corporation Limited




4, The 11th meeting of the fourth session of the Board was held by way of telecommunications on 28 July
2006 at the Company's conference room at 14 Jingsan Road, Jinan City, Shandong Province. The then
Chairman of the Company, Mr. He Gong, presided over the meeting, which was attended by the
Company's 12 Directors in person or by proxy, of which Director Zhu Chongli authorized Director Wang
Yingli to attend the meeting on his behalf. In compliance with relevant laws, regulations and the Articles
of Association of the Company, the meeting was valid and effective. Supervisors Feng Lanshui, Li
Changxu and Zheng Feixue attended the meeting. After hearing the report on the inspection made by
Shangdong Securities Regulatory Bureau, the meeting passed the following resolutions: to consider and
approve Work Regulations for General Manager, Work Rules for Independent Director, Work Rules for
Secretary to the Board and to consider and approve the inspection rectification scheme of the Company.

5. The 12th meeting of the fourth session of the Board was held on 25 August 2006, announcement of
resolutions in respect of which was published in China Securities Journal and Shanghai Securities News
on 28 August 2006.

6. The 13th meeting of the fourth session of the Board was held on 25 Cctober 2006 at the Company's
conference room at 14 Jingsan Road, Jinan City, Shandong Province. The then Chairman of the Company
He Gong presided over the meeting, which was attended by the Company’s 12 Directors in pesson or by
proxy, of which Director Chen Feihu authorized Director Peng Xingyu to attend the meeting on his behalf.
In compliance with relevant laws, regulations and the Articles of Association of the Company, the meeting
was valid and effective. Supervisors Feng Lanshui, Li Changxu and Zheng Feixue attended the meeting.
Upon vote by the directors, it was unanimously resolved that (1) the analysis on the Company’s operation
in the third quarter of 2006 be heard and the 2006 Third Quarterly Report of the Company prepared under
requirements of the CSRC and the PRC accounting standards and regulations was approved; and (2) the
Company's Report on Investment in Shandong Hongshiding Nuclear Power Project be heard.

7. The 14th meeting of the fourth session of the Board was held on 20 December 2006, announcement
of resolutions in respect of which was published in China Securities Journal and Shanghai Securities News
on 21 December 2006.

Details of the relevant transactions mentioned above which were proceeded with and/or completed in 2006
are set out in the section headed "Significant Events” below.

SUBSIDIARIES, ASSOCIATED COMPANIES AND JOINTLY CONTROLLED
ENTITY

Particulars of the Company's subsidiaries, assaciates and jointly centrolled entity as at 31 December 2006 are
set out in notes 17, 18 and 19 respectively to the financial statements prepared in accordance with IFRS included
in this annual report.

BANK LOANS AND OTHER BORROWINGS

Details of bank loans and other borrowings of the Group and the Company as at 31 December 2006 are set
out in note 26 to the financial statements prepared in accordance with IFRS included in this annual report.

INTEREST CAPITALISED

Details relating to the interest capitalised by the Group during the year 2006 are set out in note 6 to the financial
statements prepared in accordance with IFRS included in this annual report.

PROPERTY, PLANT AND EQUIPMENT
Details relating to movemnents in property, plant and equipment of the Group and those of the Company during

the year 2006 are set out in note 13 to the financial statements prepared in accordance with IFRS included
in this annual report.
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RESERVES

Details relating to movements in reserves of the Group and the Company for the year ended 31 December
2006 are set out in the consclidated statement of changes in shareholders' equity and statement of changes
in shareholders’ equity in the financial statements prepared in accordance with IFRS included in this annual
report.

DONATIONS

During the year of 2006, the Group made donations for charitable purposes in an aggregate amount of
approximately RMB223,800 (2005: RMB712,960).

EMPLOYEES’ RETIREMENT PLANS

Details of the employees’ retirement plans of the Group are set out in note 31 to the financial statements
prepared in accordance with IFRS included in this annual report,

EMPLOYEES’ MEDICAL INSURANCE

During 2006, there was no change in employees’ medical insurance of the Group as compared with 2005. The
Group anticipates that implementation of the above medical insurance will not have any significant impact on
the business operation and financial position of the Group. Apart from the above contributions, the Group is
not required to pay any other medical expenses for iis staff.

PRE-EMPTIVE RIGHTS

Under the Articles of Association of the Company and the laws of the PRC, no rule relating to pre-emptive
right exists which requires that the Company shalt offer and issue new shares to its existing shareholders in
proportion to their respective shareholding interests in the Company.

SHARE CAPITAL

Details of the share capital of the Company for the year 2006 and as at 31 December 2006 are set out in the
Company’s statement of changes in shareholders' equity in the financial statements prepared in accordance
with IFRS and Note 29a to the financial statements prepared in accordance with IFRS included in this annual
report.

MAJOR CUSTOMERS AND SUPPLIERS

During the financial year of 2006, details regarding the percentages of the Group's sales and purchases
attributable to its major customers and major suppliers, respectively, are as follows:

Approximate Approximate
Percentage of Percentage of
the Group’s Sales the Group's Purchases

The largest customer 88.44%
The five largest customers combined 99.04%
The largest supplier 16.85%
The five largest suppliers combined 56.58%

All electricity generated by the Group was sold to Shandong Electric Power (Group) Corporation, Sichuan
Province Power Company, Ningxia Power Company and Anhui Provincial Power Company. None of the Directors,
their associates and shareholders of the Company {each of which to the knowledge of the Directors owns more
than 5% of the Company’s share capital) had any interest in the five largest suppliers and customers of the
Group at any time during the year.
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SUBSTANTIAL SHAREHOLDERS

So far as the Directors are aware, each of the following persons, not being a Director, Supervisor, chief executive
or member of the Company’s senior management, had an interest or short position in the Company's shares
or underlying shares (as the case may be) as at 31 December 2006 which would fall to be disclosed to the
Company and the Stock Exchange under the provisions of Divisions 2 and 3 of Part XV of the Securities and
Futures Ordinance (the “SFO"), or was otherwise, as at 31 December 2006, interested in 5% or more of any
class of the then issued share capital of the Campany, or was, as at 31 December 2006, a substantial shareholder
{as defined in the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the
“Listing Rules”)) of the Company:

Interest

Approximate  Approximate  Approximate
percentage of  percentage of  percentage of
shareholding in shareholding in shareholding in
the Company’s the Company's the Company's
total issued total issued total issued

share capital domestic shares H shares
Type of Number of as at 31 as at 31 as at 31
Name of shareholder shares shares held December 2006 December 2006 December 2006  Short position
China Huadian Corporation Domestic shares  2,961,061,853 49.18% 64.51% — -
Shandong international Trust
and Investment Corporation Domestic shares 849,238,128 14.11% 18.50% - —
HKSCC Nominees Limited (Notes) H shares  1,423,843,%00 23.65% — 89.50% See notes
Notes:

Based on the information available to and obtained by the Directors as at 31 December 2006, the information available
on the website of the Stock Exchange and so far as the Directors are aware and understand, as at 37 December 2006 (in
the order appearing on the Stock Exchange’s website):

1. Among the 1,423,843,900 H shares held by HKSCC Nominees Limited, JPMorgan Chase & Co. had an interest in
an aggregate of 156,666,900 H shares of the Company (representing approximately 10.95% of the Company’s then
total issued H shares). Out of such 156,666,900 H shares, JPMorgan Chase & Co. had an interest in a lending pool
comprising 145,372,900 H shares (representing approximately 10.16% of the Company’s then total issued H shares),
had an interest, in the capacity as beneficial owner, 6,166,000 H shares (representing approximately 0.43% of the
Company’s then total issued H shares) and had an interest, in the capacity as investment manager, 5,128,000 H shares
(representing approximately 0.36% of the Company’s then total issued H shares). According to the information as
disclosed in the website of the Stock Exchange and so far as the Directors understand, JPMorgan Chase & Co. was,
as at 31 December 2008, interested in the aforesaid 156,666,900 H shares of the Company in the manner as follows:

(a) 145,372 900 H shares (representing approximately 10.16% of the Company’s then total issued H shares) were
held in the capacity as custodian corporation (in the lending pool) by JPMorgan Chase Bank, N.A., which
in turn was 100% controlled by JPMorgan Chase & Co.;

(b) 2,166,000 H shares (representing approximately 0.15% of the Company’s then total issued H shares} were
held by J.P Morgan Whitefriars Inc., which in turn was 100% controlled by 1P Morgan Overseas Capital
Corporation, which in turn was 100% controlfed by J.P Morgan iInternational Finance Limited, which in turn
was 100% controfled by Bank One International Holdings Corporation, which in turn was 100% controlled
by J.P Morgan International Inc., which in turn was 100% controlled by IPMorgan Chase Bank, N.A., which
in turn was 100% controlled by JPMorgan Chase & Co.;
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{c) 4,000,000 H shares (representing approximately 0.28% of the Company’s then total issued H shares) were
held by J.P Morgan Securities Ltd., which in turn was 98.95% controlled by J.P Morgan Chase International
Holdings, which in turn was 100% controlled by 1.F Morgan Chase {UK) Holdings Limited, which in turn was
100% controlled by J.P Morgan Capital Holdings Limited, which in turn was 100% controlled by J.F Morgan
international Finance Limited, which in turn was 100% controlled by Bank One International Holdings
Corporation, which in turn was 100% controlled by 1.P Morgan International Inc., which in turn was 100%
controlled by JPMorgan Chase Bank, N.A., which in turn was 100% controlled by JPMorgan Chase & Co.;

d) 460,000 H shares {representing approximately 0.03% of the Company's then total issued H shares) were held,
in the capacity as investment manager, by JPMorgan Asset Management (Japan) Limited, which in turn was
100% controfied by JPMorgan Asset Management (Asia) Inc., which in turn was 100% controlled by IPMorgan
Assest Management Holdings Inc., which in turn was 100% controlled by JPMorgan Chase & Co.; and

(e) 4,668,000 H shares (representing approximately 0.33% of the Company’s then total issued H shares} were
held, in the capacity as investment manager, by JPMargan Asset Management (UK) Limited, which in turn
was 100% controlfed by JPMargan Asset Management Holdings (UK) Limited, which in turn was 100%
controlled by JPMorgan Asset Management International Limited, which in turn was 100% controlfed by
IPMorgan Asset Management Holdings Inc., which in turn was 100% controlfed by iPMorgan Chase & Co..

Among the 1,423,843,900 H shares held by HKSCC Nominees Limited, UBS AG had an interest in an aggregate of
128,366,756 H shares of the Company (representing approximately 8.97% of the Company’s then total issued H
shares). Out of such 128,366,756 H shares, UBS AG had a direct interest, in the capacity as beneficial owner, in
an aggregate of 770,756 H shares of the Company (representing approximately 0.05% of the Company’s then total
issued H shares), a direct interest, in the capacity as person having a security interest, in an aggregate of 61,720,000
H shares of the Company (representing approximately 4.31% of the Company’s then total issued H shares), with
the remaining 65,876,000 H shares of the Company (representing approximately 4.60% of the Company’s then total
issued H shares) held through controlled corporations. According to the information as disclosed in the website of
the Stock Exchange and so far as the Directors understand, UBS AG was, as at 31 December 2006, indirectly interested
in the aforesaid 65,876,000 H shares of the Company in the manner as follows:

(a) 7,925,000 H shares (representing approximately 0.55% of the Company's then total issued H shares) were
held by UBS Fund Services (Luxembourg) SA, which in turn was 100% controlled by UBS AG,

(L) 754,000 H shares {representing approximately 0.05% of the Company’s then total issued H shares) were held
by UBS Global Asset Management {Americas) Inc, which in turn was 100% controlled by UBS AG;

(c) 5,540,000 H shares (representing approximately 0.39% of the Company’s then total issued H shares) were
held by UBS Securities Australia, which in turn was 100% controlled by UBS AG,

{d) 22,436,900 H shares (representing approximately 1.57% of the Company’s then total issued H shares}) were
heid by UBS Global Asset Management (Singapore) Limited, which in turn was 100% controfled by UBS AG;

(e) 12,358,000 H shares (representing approximately 0.86% of the Company's then total issued H shares} were
held by UBS Global Asset Management {UK} Inc, which in turn was 100% controlled by UBS AG;

(1} 7,802,100 H shares (representing approximately 0.55% of the Company’s then total issued H shares) were
held by UBS Fund Management (Switzerland) AG, which in turn was 100% controlled by UBS AG,

(q) 9,060,000 H shares (representing approximately 0.63% of the Company's then total issued H shares) were
held by UBS Securities LLC, which in turn was 100% controffed by UBS AG.
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According to the information as disclosed in the website of the Stock Exchange and so far as the Directors are aware
and understand, as at 31 December 2006, UBS AG also had a short position in 15,480,000 H shares of the Company
(representing approximately 1.08% of the Company’s then total issued H shares). Out of the short position of
15,480,000 H shares, a short position of 1,480,000 H shares (representing approximately 0,10% of the Company’s
then total issued H shares) was held directly by UBS AG in the capacity as beneficial owner, a short position of
4,940,000 H shares (representing approximately 0,35% of the Company’s then total issued H shares} was held directly
by UBS AG in the capacity as investment manager, with the remaining short position of 9,060,000 H shares
{representing approximately 0.63% of the Company's then total issued H shares}) being held by UBS Securities Li,
which in turn was 100% controffed by UBS AG.

3. Among the 1,423,843,300 H shares held by HKSCC Nominees Limited, The Goldman Sachs Group, Inc. had, through
controfled corporations, an interest in an aggregate of 107,815,000 H shares of the Company (representing
approximately 7.53% of the Company’s then total issued H shares). According to the information as disclosed in
the website of the Stock Exchange and so far as the Directors understand, The Goldman Sachs Group, Inc. was, as
at 31 December 2006, interested in the aforesaid 107,815,000 H shares of the Company in the manner as follows:

(a) 105,038,000 H shares (representing approximately 7.34% of the Company's then total issued H shares} were
held by Goldman Sachs Asset Management International, which in turn was 99% controlled by Goldman Sachs
Holdings (U.K.), which in turn was 100% controlied by Goldman Sachs Group Haldings (U.K.), which in turn
was 100% controlled by Goldman Sachs (UK) L.L.C., which in turn was 100% controfled by The Goldman
Sachs Group, Inc.;

(b) 2,474,000 H shares (representing approximately 0.17% of the Company’s then total issued H shares) were
held by Goldman Sachs International, which in turn was 99% controlled by Goldman Sachs Holdings (U.X.),
which in turn was 100% controfled by Goldman Sachs Group Holdings (U.K.), which in turn was 100%
controlled by Goldman Sachs (UK) L.L.C.), which in turn was 100% controlled by The Goldman Sachs Group,
inc.;

(c) 1,000 H shares (representing approximately 0.00007% of the Company’s then total issued H shares} were
held by Goldman Sachs & Co, which in turn was 99.8% controlfed by The Goldman Sachs Group, Inc.;

(d) 302,000 H shares {representing approximately 6.02% of the Company's then total issued H shares) were held
by Goldman Sachs (Asia) Finance, which in turn was 99% controfled by Goldman Sachs (Asia) Finance Holdings
LLC, which in turn was 99% controlled by Goldman Sachs & Co, which in turn was 99.8% controfled by The
Goldman Sachs Group, Inc..

4. Among the 1,423,843,900 H shares held by HKSCC Nominees Limited, Government of Singapore Investment
Carporation Pte Ltd had an interest in an aggregate of 85,567,900 H shares of the Company (representing
approximately 6.68% of the Company’s then total issued H shares).

Save as disclosed above, according to the records of HKSCC Nominees Limited and ather information available
to the Directors as at 31 December 2006, the other H shares held by HKSCC Nominees Limited were held by
it on behalf of a number of other persons, and to the knowledge of the Directors, none of such persons
individually was interested in 5% or more of the Company’s then total issued H shares of the Company as at
31 December 2006.

Save as disclosed above and so far as the Directors are aware, as at 31 December 2006, no other person {other
than the Directors, Supervisors, chief executives or members of senigr management of the Company) had an
interest or short position in the Company's shares or underlying shares (as the case may be) which would fall
to be disclosed to the Company and the Stock Exchange under the provisions of Divisions 2 and 3 of Part XV
of the SFO and as recorded in the register required to be kept under section 336 of the SFO, or was otherwise
a substantial shareholder (as defined in the Listing Rules) of the Company.
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SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and within the knowledge of the Directors as
at the latest practicable date prior to the issue of this annual report, the Directors believe that the Company
has at all times during the year ended 31 December 2006 maintained the relevant applicable minimum
percentage of listed securities as prescribed by Rule 8.08 of the Listing Rules.

DIRECTORS, SUPERVISORS, CHIEF EXECUTIVES AND SENIOR MANAGEMENT

The following table sets forth certain information concerning the Directors, Supervisors and senior management
of the Company during the financial year of 2006. All Directors and Supervisors are currently serving a term

of three years, renewable upon re-election and reappointment every three years.

Name

Position in the Company

Changes

He Gong*
Chen Feihu
Zhu Chongli
Chen Jianhua
Tian Peiting
Wang Yingli
Zhang Bingju
Peng Xingyu
Ding Huiping
Ihao Jinghea
Wang Chuanshun
Hu Yuanmu
Feng Lanshui
Li Changxu
Zheng Feixue
Zhou Lianging

Zhong Tonglin

Geng Yuanzhu

Chairman, non-executive Director

Vice Chairman, non-executive director
Vice Chairman, non-executive director
Executive Director and General Manager
Executive director

Non-executive director

Non-executive director

Non-executive director

Independent non-executive director
independent non-executive director
Independent non-executive direcior
Independent non-executive director
Chairman of the Supervisory Committee
Supervisor

Supervisor

Secretary to the Board

Deputy General Manager

Deputy Genera! Manager

Reappointed upon election at the AGM held on 2 June 2005
Appointed at the AGM held on 2 June 200%
Reappointed upon election at the AGM held on 2 June 2005
Reappointed upon election at the AGM held on 2 June 2005
Reappointed upon election 3t the AGM held on 2 June 2005
Reappointed tpon election at the AGM held on 2 June 2005
Reappeinted upon election at the AGM held on 2 June 2005
Reappointed upon election at the AGM held on 2 June 2005
Reappointed upon election at the AGM held on 2 June 2005
Reappointed upon eleciion at the AGM held on 2 June 2005
Reappointed upon election at the AGM held on 2 June 2005
Reappointed upon election at the AGM held on 2 June 2005
Reappointed upon election at the AGM held on 2 June 2005
Reappeinied upon election at the AGM held on 2 June 2005
Reappointed upon election at the AGM held on 2 June 2005
Appointed on the first meeting ¢f the fourth session of
the Board held on 2 June 2005
Appointed on the first meeting of the fourth session of
the Board held on 2 June 2005
Appointed on the fourth meeting of the fourth session of
the Board held on 19 September 2005

Zhu Fangxin Chief Accountant Appointed on the first meeting of the fourth session of
the Board held on 2 June 2005

Wang Wengi Deputy General Manager Appointed on the first meeting of the fourth session of
the Board held on 2 June 2005

Gou Wei Deputy General Manager Appointed on the fourth meeting of the fourth session of
the Board held on 19 September 2005

* Mr. He Gong was no fonger Chairman of the Company with effect from 5 February 2007 (the conclusion of the 2007

Extraordinary General Meeting).

The Directors’ and Supervisors' remuneration for the year ended 31 December 2006 are set out in note 8 of
the financial statements prepared in accordance with IFRS included in this annua) report,

The biographical details of the existing Directors, Supervisors and members of senior management of the
Company, including essentially the particulars required under paragraph 12 of Appendix 16 to the Listing Rules
(if and as applicable and appropriate}, are set out on pages 14 to 18,

Each of the independent non-executive Directors has issued a confirmation in respect of the factors set out
in Rule 3.13 of the Listing Rules concerning his independence pursuant to Rule 3.15 of the Listing Rules. The
Company considers all of the independent non-executive Directors to be independent.
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SHAREHOLDINGS OF DIRECTORS, SUPERVISORS, CHIEF EXECUTIVES
AND SENIOR MANAGEMENT

The following table sets forth the shareholdings of the Company's Directors, Supervisors, chief executives and
senior management for the year ended 31 December 2006.

Number of A shares
of the Company held

Name Position in the Company Personal interest Capacity
Li Changxu Supervisor 5,000* Beneficial owner
* it represents approximately 0.0001% of the Company’s total A shares in issue as at 31 December 2006.

Save as disclosed above, as at 31 December 2006, none of the Directors, Supervisors, chief executives or
members of senior management of the Company and their respective associates had any interest or short
position in the shares, underlying shares and/or debentures (as the case may be) of the Company and/or any
of its associated corporations (within the meaning of Part XV of the SFQ) which was required to be notified
to the Company and the Stock Exchange pursuant to the provisions of Divisions 7 and 8 of Part XV of the
SFO (including interest and short position which any such Director, Supervisor, chief executive or member of
senior management was taken ar deemed to have under such provisions of the SFO} and was required to be
entered in the register of interests required to be kept by the Company pursuant to section 352 of the 5FO,
or which was otherwise required to be notified to the Company and the Stock Exchange pursuant to the Mode!
Code for Securities Transactions by Directors of Listed Companies as set out in Appendix 10 to the Listing Rules
{which for this purpose shall be deemed to apply to the Supervisors to the same extent as it applies to the
Directors).

During the year of 2006 and as at 31 December 2008, none of the Directors, Supervisors, chief executives or
members of senior management of the Company or any of their respective spouses or children under 18 years
of age were granted any right, and the Company (or its subsidiaries, holding company or subsidiaries of its
holding company) had not made and was not a party to any arrangement enabling any of them, to subscribe
for any share capital or debt securities of the Company or any other body corporate.

DIRECTORS’ AND SUPERVISORS’ INTERESTS IN CONTRACTS

No contract of significance or proposed contract of significance, to which the Company or any of its subsidiaries,
holding company or jointly controlled entity was a party and in which a Director or Supervisor of the Company
had a material interest, whether directly or indirectly, subsisted at the end of the financial year or at any time
during the financial year.

SERVICE CONTRACTS OF THE DIRECTORS AND SUPERVISORS

The Company has entered service contracts with Directors and Supervisors. No Director or Supervisor has
entered into any service contract with the Company which is not determinable by the Company within one
year without payment of compensation (other than statutory compensation).
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SIGNIFICANT EVENTS
1.

Electricity Tariff Adjustment

To alleviate the impact of the rise in coal prices and adjustment of railway transpartation expenses, the
National Development and Reform Commission adjusted the on-grid tariffs of power grids located in
areas such as Northern China, Central China, Eastern China and North-Western China after approval
of the State Council. The Group’s existing on-grid tariffs for power generating units in Shandang Province
at a rate lower than RMB400/MWh (value-added tax inclusive, the same for below) will be adjusted
upward by RMB10.9/MWh and on-grid tariffs at a rate higher than RMB400/MWh will be adjusted
upward by RMB&/MWh; on-grid tariffs for power generating units of Guangan Company in Sichuan
Province will increase by RMB14.8/MWh; on-grid tariffs for power generating units of Zhongning
Company in Ningxia Hui Autonomous Region, where excess output tariffs will not be cancelled in the
meantime, will increase by RMB3.4/MWh; on-grid tariffs for power generating units of Chizhou Company
in Anhui Province will be adjusted upward by RMB2/MWh.

According to the above-mentioned electricity tariff adjustment plan, the average on-grid tariffs (value-
added tax inclusive) of the Group will increase by RMB11/MWh (excluding tariffs rise resulting from
desulphurization). The electricity tariff adjustments was effective on 30 June 2006.

Details of the adjustment plan were set out in the announcement of the Company dated 30 June 2006.
Share Reform

Pursuant to the “Guidelines for Promoting the Reform and Opening-up and Sustained Development of
the Capital Market” promulgated by the State Council of the PRC and the provisions of relevant
regulations promulgated by China Securities Regulatory Commission (*CSRC*"), the Company published
the "Indicative Announcement in Relation to Share Reform” on 12 June 2006 and A shares of the
Company were suspended from trading for implementation of the Share Reform. The Announcement
on Share Reform Proposal was published on 15 June 2006. The "Announcement on Revised Share Reform
Proposal” was published on 23 June 2006. The “Share Reform Proposal approved by State-owned Assets
Supervision and Administration Commission” was published on 5 july 2006. On 10 July 2006, the
Company convened the Relevant Shareholders’ Meeting of A Share Market in relation to the Share
Reform to approve the Share Reform Proposal of the Company, and the “Announcement on the Results
of Relevant Shareholders’ Meeting in Relation to Share Reform” was published on the following day.
The “Share Reform Proposal Approved by the Ministry of Commerce” was published on 20 July 2006.
On 26 July 2006, the Company published the "Announcement on Implemeniation of Share Reform
Proposal”. The trading in A shares of the Company was resumed on 1 August 2006.

The holder of circulating A shares of the Company whose name appeared on the register of members
on 28 July 2006 was offered 3 shares as consideration by holders of non-circulating shares for every
10 circulating A shares held by it. The original non-circulating shares held by the holder of non-circulating
shares of the Company were granted the status of listing from 1 August 2006. However, there is currently
no real circulation of shares due to the trading moratorium.

Other than statutory undertakings, China Huadian alsc made special undertakings as follows: (1) China
Huadian will not engage in the trading of the non-circulating shares held by it within 36 months from the
day of granting listing status of non-circulating shares of the Company. Moreaver, China Huadian will also
comply with the same undertakings for its 196,000,000 placing A Shares and the 58,800,000 shares offered
to it under the Share Reform. {2) China Huadian will increase its holding of the Company's circulating A shares
at a right time within two months after the implementation of the Share Reform Proposal of the Company.
The amount cantributed will not be more than RMB300 million and the number of shares to be acquired
by China Huadian will not be more than 120,000,000 shares. China Huadian will not sell the acquired shares
and will duly discharge the obligation of relevant information disclosure during the period of the acquisition
of the acquired social public shares of the Company and within 6 months after the completion of such
acquisition. (3} upon the official issuing and implementation of the relevant regulations in relation to the
incentive plan for the management of listed companies by the State, China Huadian will propose and
proactively procure an incentive plan for the management of the Company.
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As at 30 September 2006, China Huadian has acquired a total of 43,764,920 circulating shares of the
Company not subject to trading moratorium in accordance with the undertakings. After the acquisition,
China Huadian held an aggregate of 2,944,738,306 shares of the Company, accounting for 48.91% of
the total share capital of the Company.

In order to secure iis absolute holding pasition in the Company, China Huadian continued to increase
its shareholding in the Company by acquisition of 16,323,547 circulating shares not subject to trading
| moratorium during the period from 30 September 2006 to 31 December 2006. After the acquisition,
| China Huadian held 2,961,061,853 shares of the Company in aggregation, representing 49.18% of the
Company’s total share capital.

For details, please refer to the series of related Share Reform announcements published by the Company.

3. Change of Consolidation Method for Weifang Company and
Zhongning Company

The Company increased its equity interest in Weifang Company by 15% to 45% in January 2006 and
in accordance with the revised articles of association of Weifang Company, the Company has obtained
the power to govern the financial and operating policies of Weifang Company. Hence, Weifang Company
changed from a jointly controlled entity into a subsidiary of the Company and changed its accounting
treatrnent from the previous 30% proportionate consolidation method to 100% consalidation method.
Zhongning Company, in accordance with the revised articles of association, became a jointly controlled
entity of the Company, and was accounted for on a 50% proportionate consolidation basis in the
preparation of the consolidated financial statement since 2006.

4. Connected Transactions

Connected transactions, as defined in the Listing Rules, entered into by the Company during the period
ended 31 December 2006 are as follows:

4.1 Participation in Capital Enlargement of Huadian Coal Industry Group Co.,
Ltd. ("Huadian Coal”)

The Company entered into an agreement with Huadian Coal to participate in its capital enlargement
on 24 April 2006. The eniering into of the agreement constitutes a connected transaction of the
Company. The transaction falls within the provision of Rule 14A.32(1) of the Listing Rules, and
therefore is only subject to the reporting and announcement requirements set out in Rule 14A.45
and 14A.47 of the Listing Rules and is exempt from the independent sharehaolders’ approval
requirements under Chapter 14A of the Listing Rules. Established on 8 September 2005 with
registered capital of RMB500 million, Huadian Coal was wholly owned by China Huadian. Pursuant
to the agreement, the Company shall contribute RMB315 million in cash to the registered capital
of Huadian Coal within 15 days following the entering into of the agreement. Upon completion
of the capital enlargement, the Company accounted for approximately 20.19% of Huadian Coal’s
enlarged registered capital. Such capital contribution was satisfied by the internal resources of
the Company. Further details were set out in the announcement of the Company dated 24 April
2006,
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4.2

4.3

Connected transaction in relation to the acquisition of 95% equity
interests in Anhui Huadian Wuhu Power Generation Company Limited
("Wuhu Company”)

On 26 September 2006, the Company entered into Wuhu Company Equity Transfer Agreement
with China Huadian, pursuant to which the Company proposed to acquire the 95% equity
interests in Wuhu Company from China Huadian at a consideration of RMB25,410,000. As China
Huadian is the controlling shareholder of the Company and hence a connected person of the
Company, the agreement constitutes a connected transaction of the Company under Chapter 14A
of the Listing Rules. Such transaction falls within the provision under Rule 14A.32(1} of the Listing
Rules, and therefore is only subject to the reporting and announcement requirements set out in
Rule 14A.45 and 14A.47 of the Listing Rules and is exempt from the independent shareholders’
approval requirements under Chapter 14A of the Listing Rules.

Further details were set out in the announcement of the Company dated 26 September 2006.

Continuing Connected Transaction between the Company and Huadian
Coal

On 13 October 2006, the Company entered into an agreement with Huadian Coal, pursuant to
which the Company has, for a total service fee of RMB26,000,000, engaged Huadian Coal to
provide the management and co-ordination services in relation to coal procurement in the PRC
for the year 2006,

Huadian Coal is directly owned as to 51.28% by China Huadian, the controlling shareholder of
the Company. Thus, Huadian Coal is a connected person of the Company for the purpose of the
Listing Rules. The entering into of the agreement constitutes a continuing connected transaction
of the Company. As the relevant “percentage ratios” represented by the total service fee payable
by the Company are less than 2.5%, the transaction falls within the provision under Rule 14A.34
of the Listing Rules, and therefore is only subject to the reporting and announcement requirements
set out in Rule 14A.45 to 14A.47 of the Listing Rules and is exempt from the independent
shareholders’ approval requirements under Chapter 14A of the Listing Rules,

Further details were set out in the announcement of the Company dated 132 October 2006,

The Company’s independent non-executive Directors have reviewed the continuing connected
transaction and confirmed that:-

{a) the transaction has been entered into by the Company in the ordinary and usual course
of its business;

{b) the transaction has been entered into on terms that are no less favourable than terms which
could be normally obtained from an independent third party service provider for similar

services at similar scale of coal procurement,

(c) the transaction has been entered into on normal commercial terms, which are fair and
reasonable, and in the interests of the Company and its shareholders as a whole.
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4.4

4.5

Participation in Capital Enlargement of China Huadian Finance Corporation
Limited (“Huadian Finance”)

The Company entered into an agreement with Huadian Finance to participate in its capital
enlargement on 14 December 2006. Upon completion of the capital enlargement, the Company
accounted for approximately 15% of Huadian Finance’s enlarged registered capital. Pursuant to
the agreement, the Company shall pay RMB 147,360,000 to Huadian Finance, RMB120,000,000
af which is contributed to the registered capital, accounting for 15% of the enlarged registered
capital of Huadian Finance. The remaining RMB27,360,000 is used as Huadian Finance's capital
reserve in accordance with the PRC accounting standards and requlations.

Prior to the capital enlargement, Huadian Finance was a wholly-owned subsidiary of Ching
Huadian. Hence, Huadian Finance is a connected person of the Company and the entering into
of the agreement constitutes a connected transaction of the Company under the Listing Rules.
As the relevant “percentage ratios” represented by the capital injection of the Company under
the agreement are less than 2.5%, the transaction falls within the provision under Rule 14A.32(1)
of the Listing Rules, and therefore is only subject to the reporting and announcement requirements
set out in Rule 14A .45 and 14A.47 of the Listing Rules and is exempt from the independent
shareholders’ approval requirements under Chapter 14A of the Listing Rules

Further details were set out in the announcement of the Company dated 14 December 2006.

Construction payment to China Huadian Engineering (Group) Company
Limited (“Huadian Engineering”)

On 14 june 2005, the Company entered into an agreement with China Huadian, in respect of
the proposed acquisition from China Huadian of its 90% equity interests in Xinxiang Company
at a consideration of RMB20,100,000. The agreement and the transactions thereunder constituted
connected transactions of the Company under Chapter 14A of the Listing Rules. At the extraordinary
general meeting held on 24 August 2005, the agreement and the transactions thereunder were
approved by independent shareholders and authorisation was given to any director of the
Company to sign all such documents to complete the transfer of equity in Xinxiang Company and
all transactions contemplated under the agreement or any matter incidental thereto. On 19
December 2005, the agreement was approved by, among others, the PRC state-owned assets
regulatory authorities, and hence the acquisition was deemed to be valid. Relevant details were
set out in the Company's announcement dated 14 June 2005, the notice of EGM and circular
{containing a letter from the Independent Board Committee and its recommendations to independent
shareholders and a letter from the independent financial adviser) dated & July 2005 and the
announcement dated 29 December 2005.

On 20 April 2005, Xinxiang Company signed a Master Contract for Construction of Coal Conveyar
System with Huadian Engineering, a connected person of the Company. Pursuant to the agreement,
Xinxiang Company shall pay a total of RMB195,185,000 to Huadian Engineering in accordance
with progress of the construction. As at 31 December 2006, a total of RMB110,875,492 was paid
by Xinxiang Company to Huadian Engineering.

On 10th May 2005, Xinxiang Company and Huadian Engineering executed the “Tubular Goods
Procurement Agreement for 2 x 660MW of 4 Major Pipes in Baoshan Power Plant Phase 1 Project
of Huadian Xinxiang Power Generation Company Limited”. Pursuant to which, Xinxiang Company
shall pay a total of RMB99,987,820 in accordance with the performance progress of the agreement.
As of 31st December 2006, Xinxiang Company has paid to Huadian Engineering a total of
RMB79,990,256.
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5. Extraordinary General Meeting("EGM")

On 22 December 2006, the Company published a notice of the EGM, proposing to consider {i) the
amendments to the Articles of Association; (ii) the issuance of short-term debentures; and (iii) the
appointment of a director. The EGM was held on 5 February 2007, and a!l the three resolutions were
passed. Details were set out in the notice of the extraordinary general meeting and the circular dated
22 December 2006 and the announcement dated 5 February 2007,

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES

During the financial year of 2006, neither the Company nor any of its subsidiaries purchased, sold or redeemed
any of its issued securities ("securities” having the meaning as ascribed thereto under paragraph 1 of Appendix
16 to the Listing Rules).

FINANCIAL SUMMARIES

Summaries of the results and the assets and liabilities of the Group for each of the five years ended 31 December
2006 prepared in accordance with IFRS are set out on page 52.

The Company is not aware of any matter taking place in the year ended 31 December 2006 that would be
required to be disclosed under Rules 13.13 to 13.19 of the Listing Rules.

MATERIAL LITIGATION

The Group was not involved in any material litigation or arbitration during the financial year of 2006. As at
31 December 2006, no litigation or claim of material importance is known to the Directors to be pending or
threatened by or against the Group.

DESIGNATED DEPOSITS AND OVERDUE MATERIAL DEPOSITS

As at 31 December 2006, none of the Group's deposits placed with financial institutions or other parties were
designated or trust deposits or material deposits that could not be collected by the Group upon maturity.

AUDIT COMMITTEE

The Company’s Audit Committee has reviewed the financial statements prepared under IFRS for the year ended
31 December 2006.

AUDITORS

The Company has not changed its auditors in any of the preceding three years. A resolution for reappointment
of KPMG Huazhen and KPMG as the domestic and international auditors of the Company respectively for
financial year 2007 will be proposed at the forthcoming 2006 Annual General Meeting.

By Order of the Board

Cao Peixi
Chairman

Beijing, the PRC
23 March, 2007
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The codes on corporate governance practices adopted by the Company include, without himitation to, the
following documents:

1. Articles of Association;
2. Code on Shareholders’ Meetings, Code on Board Practices and Code on Supervisory Committee*;
3 Working procedures for Audit Committee, Remuneration and Appraisal Committee and Strategic Committee

of the Campany's Board;
4. Code on the Company’'s investment projects;

5. Code on Trading of the Company's Securities by Directors (Supervisors) of Huadian Power International
Corporation Limited); and

6. Code on Trading of the Company’s Securities by Employees of Huadian Power International Corparation
Limited,

The Board is committed to principles of corporate governance consistent with prudent management and with
the aim to enhance shareholders’ value. These principles enshrine transparency, accountability and independence.

Upon review of the relevant documents about corporate governance, the Board is of the view that the corporate
governance practices adopted by the Company meet the requirements under the principles, code provisions
and most of the recommended best practices as set out in the Code on Corporate Governance Practices (the
“Code”) in Appendix 14 to the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited {the "Listing Rules”). In certain aspects, the corporate governance practices adopted by the Company
are more stringent than code provisions set out in the Code.

The faollowings describe the major aspects and practices which are more stringent than the code provisions set
out in the Code:

— the Company has formulated the Code on Trading of the Company’s Securities by Directors (Supervisors)
of Huadian Power International Corporation Limited and the Code on Trading of the Campany's Securities
by Employees of Huadian Power International Corporation Limited, which are not less strict than the
Model Code for Securities Transactions by Directors of Listed Issuers as set out in Appendix 10 to the
Listing Rules.

— In addition to the Audit Committee and the Remuneration and Appraisal Commitiee, the Company has
established its Strategic Committee and stipulated the Working Procedures for the Strategic Committee.

— In the financial year of 2006, altogether 7 Board meetings of the Company were held.

— The Audit Committee comprises five members, including two non-executive directors and three independent
non-executive directors.

* On 5 February 2007, the Extraordinary General Meeting approved the adoption of Code on Shareholders’ Meetings,
Code on Board Practices and Code on Supervisory Committee as appendices of the Articles of Association. Details
are set out in the notice of extraordinary general meeting and the circular dated 22 December 2006 respectively
and the announcement dated 5 February 2007.
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The Board of Directors

As an efficient leader of the Company, the Board is responsible for leadership and supervision of the Company.
Directors as a whole are responsible for advancing activities of the Company through commanding and
monitoring. We are of the opinion that all directors can act on an objective basis and make decisions in the
interest of the Company.

As of the date of this annual report, members of the Board of the Company are set out below:

Cao Peixi Chairman, non-executive director
Chen Feihu Vice Chairman, non-executive director
Zhu Chongli Vice Chairman, non-executive director
Chen Jianhua Executive director

Tian Peiting Executive director

Wang Yingli Non-executive director

Zhang Bingju Non-executive director

Peng Xingyu Non-executive director

Ding Huiping independent non-executive director
Zhao linghua Independent non-executive director
Wang Chuanshun Independent non-executive director
Hu Yuanmu Independent non-executive director

The biographical details of Directors and connections between them are detailed in the section headed
“Biographic Details of Directors, Supervisors and Senior Management” in this annual report. All Directors are
currently serving a term of three years, renewable upon re-election and reappointment. The term of office for
independent non executive directors is renewable with a limit of six years. A director who is appointed to fill
temporary vacancies shall be elected by shareholders at the first general meeting following his appointment,
and his term of office shall be terminated upon re-election of directors. A director who is appointed for the
first time shall report to the Board his position as director or other roles in other companies or entities upon
his appointment, and such reporting of relevant interests is revised annually. In case that the Board recognises
conflict of interest for a director or any of his associates for consideration of any proposal, the director shall
report such interest and abstain from voting.

Independent non-executive directors of the Company have submitted writien confirmation of their independency
as required by Rules 3.13 of the Listing Rules. Independent non-executive directors of the Company have
extensive expertise and experience. Among ten non-executive directors, four of them (amounting to one-third
of Directors) are independent non-executive directors, where Mr, Wang Chuanshun is an accounting professional.
While playing an important role of check and balance, they safeguard the interest of shareholders and the
Campany as a whole. Directors are of the opinion that all independent non-executive directors are able to deliver
effective independent judgement under the independence guidelines set out in Rules 3.13 of the Listing Rules,
and are independent in accordance with the guidelines.

To ensure the compliance with the Board procedures and all applicable rules, each director is eligible to access
to advice and service of the Secretary to the Board.
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Chairman and General Manager*

To improve independence, accountability and responsibifity, the positions of Chairman and General Manager
of the Company are assumed by different individuals with distinct roles. Mr. Cao Peixi and Mr. Chen lJianhua
have been currently appointed as Chairman and General Manager respectively. As legal representative of the
Company, Chairman presides over the Board, aiming to ensure that the Board is acting in the best interest of
the Company, operates efiectively, duly performs its responsibilities and engages in discussion of important and
appropriate matters, as well as Director's access to accurate, timely and clear information. In addition, Chairman
appoints the Secretary to the Board to arrange agenda of every Board meeting and consider any matter proposed
by other directors to be included in the agenda, thus ensuring that all directors are properly briefed over matters
discussed at the Board meeting and their access to adequate reliable information. In particular, Chairman of
the Board is entitled to exercise power over, including but not limited to, the following:

To preside over general meetings and to convene and preside over the Board meetings;
To check on the implementation of resolutions of the Board meetings;
To sign securities certificates issued by the Company;

To sign important documents of the Board and other documents that shall be signed by legal representative
of the Company;

To exercise the powers of the legal representative; and

To exercise special disposal powers that are conferred under and in compliance with laws ,administrative
requlations and in the interests of the Company on matters of the Company in case of force majeure
emergencies such as extraordinary serious natural calamities, and provide post-event reports to the Board
and the general meeting.

General Manager heads the management and is responsible for daily operation of the Company. With the aid
of other executive directors and management team of every functional depariment, General Manager looks
after business management of the Company, including implementation of policies adopted by the Board and
reporting to the Board in respective of the overall operation of the Company. Details of the powers of General
Manager are set out on page 41 of this annual report.

The Board Meetings*

The Board shall convene at least four meetings annually, approximately one for each quarter. Chairman of the
Board should convene the Board Meeting, ensure the Board's effective discharge of its duties, schedule agenda
of the meeting and consider matters proposed by other directors to be included in the agenda. Notice of
meetings shall be delivered in fourteen days prior to date of regular meeting, and agenda of the meeting and
relevant documents shall be despatched to all directors in ten days prior to the meeting.

* On 5 February 2007, the extraordinary general meeting approved the proposed amendments to the Articles of
Association, including the changes in duties of Chairman and General Manager and the changes in the mode to
convene and the mode to discuss in Board meetings. Details are set out at the notice of extracrdinary general meeting
and the circular dated 22 December 2006 respectively and the announcement dated 5 February 2007.
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The Chairman of the Board shall sign the notice te convene an extraordinary meeting of the Board within seven
business days in case of any of the following circumstances:

When deemed as necessary by the Chairman of the Board,;

When proposed jointly by more than one-third of the directors;

When proposed jointly by mere than one-half of the independent non-executive directors;
When proposed by the supervisaory committee; or

When proposed by the General Manager.

Notices of Board meetings and extraordinary Board meetings should be served on all directors, either by
facsimile, express mail, registered mail or by hand.

If the time and venue for a regular meeting have been previously determined by the Beard, no notice is
necessary. Otherwise, Chairman of the Board or relevant proposer shall inform the Secretary to the Board of
the Company of the proposal and agenda of the Board meeting in writing, and the Secretary to the Board shall
then dispatch a notice containing time, venue and agenda of the Board me<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>