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Harbin Electric, Inc.
No. 9 Ha Ping Xi Lu, Ha Ping Lu Ji Zhong Qu
Harbin Kai Fa Qu, Harbin
People’s Republic of China, 150060

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON JULY 26, 2010

Dear Stockholders:

NOTICE IS HEREBY GIVEN that an Annual Meeting oktstockholders of Harbin Electric, Inc., a Nevadgporation (the
“Company”), will be held at the Company’s princigadecutive offices located at No. 9 Ha Ping Xi Ha Ping Lu Ji Zhong Qu,
Harbin Kai Fa Qu, Harbin, 150060, People’s Republi€hina on July 26, 2010 at 8:30 a.m. (local jinfier the purposes of
considering and acting upon the following propasals

1. To elect six directors to the board of directpihe “Board of Directors”) of the Company to serrdil the next annual
meeting of stockholders held to elect directors @amtil their successors are elected and qualified;

2. To ratify the appointment of Frazer Frost, LlaPs(iccessor entity of Moore Stephens Wurth FrazéTarbet, LLP) as
the Company’s independent auditors; and

3. To transact such other business as may propente before the meeting or any adjournment or postment thereof.

The Board of Directors has fixed the close of besinon June 18, 2010, as the record date (the fR&wzde”) for
determining the stockholders entitled to noticaund to vote at the Annual Meeting or any adjournineeradjournments thereof. You
are urged to fill in the enclosed proxy and to shgd forward it in the enclosed business reply kpes which requires no postage if
mailed in the United States. It is important thatiyshares be represented at the meeting. Anylstitdr who signs and sends in a
proxy may revoke it by executing a new proxy witlater date, by written notice of revocation to Bexretary of the Company, at
the above address, at any time before it is vatelly attending the meeting and voting in persdns Proxy Statement, a form of
proxy and our most recent Annual Report on FornKldre available to view online at the followingemet address: httgl
www.harbinelectric.com Your vote is important regardless of the numbfeshares of stock that you hold.

By order of the Board of Directors

/sl Tianfu Yang

Tianfu Yang

Chairman of the Board of Directors and
Chief Executive Officer

June 24, 2010




Harbin Electric, Inc.
No. 9 Ha Ping Xi Lu, Ha Ping Lu Ji Zhong Qu
Harbin Kai Fa Qu, Harbin
People’s Republic of China, 150060

PROXY STATEMENT
for
Annual Meeting of Stockholders
to be held on July 26, 2010

INTRODUCTION

Your proxy is solicited by the Board of DirectorfsHtarbin Electric, Inc., a Nevada corporation (th@ompany ”, “Harbin”,
we ", us "or“ our "), foruse atthe Awal Meeting of Stockholders to be held at the Camys principal executive
offices located at No. 9 Ha Ping Xi Lu, Ha PingJizhong Qu, Harbin Kai Fa Qu, Harbin, 150060, Re'sfRepublic of China on

July 26, 2010 at 8:30 a.m. (local time), for thBdiwing purposes:

“ ” “

1. To elect six directors to the Board of Directofshe Company to serve until the next annual mgedf stockholders held
to elect directors and until their successors leted and qualified;

2. To ratify the appointment of Frazer Frost, LlaPs(iccessor entity of Moore Stephens Wurth FrazéTarbet, LLP) as
the Company’s independent auditors; and

3. To transact such other business as may propentg before the meeting or any adjournment or postment thereof.
The Board of Directors has set June 18, 2010,eaR#tord Date to determine those holders of constumk, par value
$0.00001 per share, of the Company who are entitletice of, and to vote at, the Annual MeetiAdist of the stockholders

entitled to vote at the meeting may be examingdeaCompany’s office during the 10-day period pdacg the meeting.

The Notice of Annual Meeting, Proxy Statement amwinf of proxy will first be mailed to stockholders or about June 30,
2010.




GENERAL INFORMATION ABOUT VOTING
Who can vote?

You can vote your shares of common stock if ouorgs show that you owned the shares on the Recatel Bs of the
close of business on the Record Date, a total @631471 shares of common stock are entitled te abthe Annual Meeting. Each
share of Common Stock is entitled to one vote otiermpresented at the Annual Meeting.

How do | vote by proxy?

Follow the instructions on the enclosed proxy dardote on each proposal to be considered at tridiiMeeting. Sign
and date the proxy card and mail it back to us@enclosed envelope.

The enclosed proxy, when properly signed and retlitn the Company, will be voted by the proxy hodds the Annual
Meeting as directed by the proxy. Proxies whichsagaeed by stockholders but which lack any sucleigipation will be voted in
favor of the proposals set forth in the Notice @indial Meeting.

What if other matters come up at the Annual Meetin@

The matters described in this proxy statementha@nly matters we know of that will be voted orthet Annual Meeting.
If other matters are properly presented at the imgethe proxy holders will vote your shares agytbee fit.

Can | change my vote after | return my proxy card?

Yes. You may revoke your proxy card at any timeobeits exercise at the Annual Meeting by giving 8acretary, a
written notice revoking your proxy card, or a delyecuted proxy bearing a later date, or by attecelahthe Annual Meeting and
electing to vote in person.

Can | vote in person at the Annual Meeting rather han by completing the proxy card?

Although we encourage you to complete and retugrptioxy card to ensure that your vote is counted,gan attend the
Annual Meeting and vote your shares in person. i¥ay obtain directions to the meeting by emailin@Rarbinelectric.com or by
writing to Company at the above address, ATTN: r&acy. If you attend the meeting, you may voeréhin person, regardless
whether you have voted by any of the other meangtioreed in the preceding paragraph.

How are votes counted?

The presence, in person or by proxy, of a majaritthe outstanding shares of common stock is requip establish a
qguorum. Each stockholder of record is entitledrie wote for each share held on all matters to domfiere the meeting. All proxies
which are returned will be counted by the inspeofaglections or the Secretary of the Company iermheining the presence of a
qguorum and on each issue to be voted on for whigit@was cast. An abstention from voting or a braton-vote will be counted
for purposes of determining the presence of a quphut will not be counted in the voting process.

The shares represented by proxies that are retymogerly signed will be voted in accordance witlcle stockholder’s
directions. If the proxy card is signed and retdrmgéthout direction as to how the shares are tudied, the shares will be voted as
recommended by the Board of Directors.

Who pays for this proxy solicitation?

We do. In addition to sending you these matergdsie of our employees may contact you by telephonejail, by fax, by
email, or in person. None of these employees wileive any extra compensation for doing this.

Why is Harbin seeking stockholder approval for thes proposals?

Proposal No. 1 : The General Corporation Law of3tate of Nevada and rules applicable to the Comnpara result of the
listing of our common stock on The Nasdaq Stockihaxgye require corporations to hold elections foeaors each year.

Proposal No. 2 : The Company appointed Frazer Frh$t (a successor entity of Moore Stephens Wur#dzé&r and Torbet,
LLP) to serve as the Company’s independent auditorhe 2010 fiscal year. The Company elects teehies stockholders ratify such
appointment.




OUTSTANDING SHARES AND VOTING RIGHTS

Stockholders entitled to notice of, and to voteafa, Annual Meeting and any adjournment or postpuarg thereof, are
stockholders of record at the close of businestherRecord Date. Persons who are not stockholdeexzord on the Record Date will
not be allowed to vote at the Annual Meeting. At those of business on the Record Date there wie€$3,471 shares of Common
Stock issued and outstanding. At the close of mssiton the Record Date there were 31 holders ofdexf the Common Stock. We
have issued no other voting securities as of thmReDate. Each share of Common Stock is entilemhie (1) vote on each matter to
be voted upon at the Annual Meeting. Holders of @mm Stock are not entitled to cumulate their véseshe election of directors.

DELIVERY OF DOCUMENTS TO STOCKHOLDERS SHARING AN AD DRESS

Only one annual report and this proxy statemeritheildelivered to multiple stockholders sharingaddress unless we
have received contrary instructions from one orevafrthe stockholders. Upon written or oral reqtlestCompany will deliver a
separate copy of the annual report and this praatgment to a stockholder at a shared addressith atsingle copy of the annual
report and proxy statement was delivered. If yosivid receive a separate copy of the annual repdhis proxy statement, please
notify the Company by calling or sending a lettethie Secretary of the Company, Harbin Electric,,lat the Company’s New York
address located at 20 Ramblewood Road, Shorehani,iM86. The Company’s telephone number at the Nexk ¥ddress is: (631)
312-8612.

If requested, the Company will also provide stod#étacs with copies of any exhibit to the Annual Repm Form 10-K
upon the payment of a fee limited to the Compang&sonable expenses in furnishing such exhibits.




SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth certain informatiaith respect to the beneficial ownership of our aoon stock as of the
Record Date by:

(0 each person known to beneficially own more tfiga percent of our common stock;
(i) each of our directors, nominees, and executiffieers; and
(iii) all of our directors and executive officers a group.

The number of shares beneficially owned by eacdkctlir, nominee or executive officer is determinadar rules of the
SEC, and the information is not necessarily indveadf beneficial ownership for any other purpddader the SEC rules, beneficial
ownership includes any shares as to which the ishdal has the sole or shared voting power or imaest power. In addition,
beneficial ownership includes any shares thatridé&vidual has the right to acquire within 60 daysless otherwise indicated, each
person listed below has sole investment and vqtower (or shares such powers with his or her spouseertain instances, the
number of shares listed includes (in addition tarek owned directly) shares held by the spousailgren of the person, or by a trust
or estate of which the person is a trustee or aawdrr or in which the person may have a benefictatest.

Amount of

Beneficial Percentage
Title of Class Name and Address of Beneficial Owner** Ownership of Class (1)
Common Stock Tianfu Yang 9,663,35(2) 31.1(%
Common Stock Tianli Yang 500,00((3) 1.61%
Common Stock Zedong Xu 350,00((4) 1.13%
Common Stock Ching Chuen Chan 18,00( *
Common Stock Boyd Plowman 17,50((5) *
Common Stock David Gatton 25,26¢(6) *
Common Stock Yunyue Ye 45,00( *
Common Stock Lanxiang Gao 120,01( *
Common Stock Christy Shue 195,33(7) 5

Shares of all directors and executive officers gsoap (9 10,934,46(8) 35.2(%

Common Stock persons)
Common Stock Citadel Advisors LLC 1,600,03(9) 5.15%

c/o Citadel Investment Group, L.L.C.,
131 S. Dearborn Street, 32nd Floor, Chicago, IL0&06

* Indicates less than one percent.
** The address of each director, nominee, and ekexofficer is c/o Harbin Electric, Inc., No. 9 Hang Xi Lu, Ha Ping Lu Ji Zhong
Qu, Harbin Kai Fa Qu, Harbin, People’s Republic€Cbina 150060.

(1) Based on 31,067,471 shares of common stockamuliig as of June 18, 2010.

(2) Includes options to acquire 30,000 shares ofroon stock exercisable within 60 days of June 0802Also includes
2,325,000 shares of common stock owned by Hero Wasgstments Limited, a British Virgin Islands coamy (“Hero”).
Mr. Yang is the sole owner of the equitfyibero and has voting and dispositive control aershares of common stock F
by Hero.



3)

(4)

()

(6)

(7)

(8)

(9)

Owned by Sea Giant Investments Limited, a Britisight Islands company (“Sea Giant”). Mr. Yang i€ tbole owner of th
equity of Sea Giant and has voting and disposttosrol over the shares of common stock held by@&aat.

Owned by Victory Lake Investments Limited, atBh Virgin Islands company (“Victory Lake”). MXu is the sole owner
of the equity of Victory Lake and has voting andptisitive control over the shares of common stetét hy Victory Lake.

Includes options to acquire 17,500 shares ofraon stock exercisable within 60 days of June 0802

Includes options to acquire 10,000 shares ofraon stock exercisable within 60 days of June 08025,000 of which are
held by Mr. Gatton’s wife, Jillian F. McNamara. Algcludes 15,268 shares of common stock held hy@dtton’s wife,
Jillian F. McNamara.

Includes options to acquire 195,333 share®ofmon stock exercisable within 60 days of June2080.

Includes aggregate options to acquire 252,838es of common stock in each case exercisabléwv@ithdays of June 18,
2010.

The Schedule 13G filed on February 4, 2010, juiasly filed by each of the following persons puant to Rule 13d-1
promulgated by the Securities and Exchange Comonigmirsuant to Section 13 of the Securities Exchakag of 1934, as
amended: (i) Citadel Advisors LLC (“Citadel Advisd), (ii) Citadel Holdings Il LP (“CH-II"), (iii) Ctadel Investment
Group Il, L.L.C. (“CIG-II") and (iv) Mr. Kenneth Gffin (collectively with Citadel Advisors, CH-II ashCIG-II, the
“Reporting Persons”) with respect to shares of Comi@tock of the Company (and/or warrants to pureisash stock)
owned by Citadel Equity Fund Ltd., a Cayman Islaimdfed company (“CEF”), Citadel Derivatives TradiLtd., a
Cayman Islands limited company (“CDT"), Citadel G& Equities Master Fund Ltd., a Cayman Islandgdichcompany
(“CG"), Citadel Searities LLC, a Delaware limited liability companyQjtadel Securities”), and certain segregated ants
Citadel Advisors is the investment manager for GEG,and certain segregated accounts, and the jortianager for
CDT. CH-Il is the managing member of Citadel AdvisaCH-I is the non-member manager of Citadel Stéesr CIG-Il is
the general partner of CH-I and CH-II. Mr. Griffisithe President and Chief Executive Officer of] amwns a controlling
interest in, CIG-Il. The information was derivedirin a Schedule 13G filed on February 4, 2010.




Nominees of the Board of Directors

The Board of Directors has nominated the persomstified below for election as directors, to seunil the next annual meeting and
their successors have been elected and qualifiadylnominee becomes unavailable for electionctvie not expected, the persons
named in the accompanying proxy intend to voteafor substitute whom the Board nominates. The fafigwable sets forth
information about our directors nominees as of A8)2010.

Other Public Company
Directorships Held in

Name Age Title Director Since Last Five Years
Tianfu Yang 49 Chief Executive Officer and  January 24, 2005 None.
Chairman of the Board of
Director
Ching Chuen Chan* 73 Independent Director February 1, 2005 Azeus Systems Holdings Ltd.
(Listed on Singapore Exchange
Mainboard)
Boyd Plowman* 66 Independent Director December 1, 2009 None.
David Gatton* 56 Independent Director February 1, 2005 Bodisen Biotech, Inc. (OTCBB:
BBCZ)
Yunyue Ye 58 Independent Director October 12, 2006 None.
Lanxiang Gao 57 Director September 26, 2008 None.

* Indicates member of Audit, Compensation and Natiitg and Corporate Governance Committee.

PROPOSAL NO. 1 — ELECTION OF DIRECTORS

The Board of Directors has nominated six (6) pesgorstand for election. If elected at the Annua&eting, each nominee
will hold office until the next Annual Meeting ot&kholders and until their successors are eleateldqualified. Management
expects that each of the nominees will be availtdrlelection, but if any of them is not a candélat the time the election occurs, it
is intended that such proxy will be voted for thecdon of another nominee to be designated byBiherd of Directors to fill any
such vacancy.

Director Nominees

Tianfu Yang, Chairman & Chief Executive Officer Since May 2003, Mr. Yang has been the Chairnmeh@EO of Harbin Tech
Full Electric Co., Ltd. From 2000 until now, he Haeen the Chairman and CEO of Harbin Tech Full $tyuCo., Ltd. From 1994 to
2000, he was the President of Harbin Tianheng Woddstry Manufacture Co., Ltd. From 1991 to 1994, Mang was the President
of Hong Kong Lianfa Real Estate Company. From 1888991, he was the President of Hong Kong Propdagagement
Development. From 1986-1988, he was the Presiddi¢lmngjiang Cultural Development Company and Gyznou Subsidiary
Company. Mr. Yang graduated from Zhejiang Univeraiith a Masters degree in Electric Motor Automatand Control. From
1978 to 1979, he was a professional member in #ilhtjiang Province Aeromodelling Team, twice baaag free-style
aeromodelling champion in national competition. Mang is currently the commissioner of the Chinadio-Technical Society
(CES) in the Linear Motor and Electromagnetism ko Specialist Committees. Mr. Yang is also gitg representing
Heilongjiang Province to the 11th National Peopteangress (NPC).

Ching Chuen Chan, Board Member, Chairman of Nomiriat) and Corporate Governance Committedlr. Chan is an Honorary
Professor at Hong Kong University's Departmentletiical and Electronics Engineering. From Febyu08 through present, Mr.
Chan has been serving as an independent direcfrenfs Systems Holdings Ltd., a provider of IT adt@cy services based in
Hong Kong that is listed on Singapore Exchange iaand. From 1976 through present, Mr. Chan earratymrofessorships in
honorary, visiting and guest roles at world renosvimestitutions such as University of Hong Kong, \disity of California Berkeley
and Davis, Zhejiang University, Grenoble Polytechkirance, Massachusetts Institute of Technolo@A dnd Tsing Hua University,
Beijing among others. He is a Fellow of the Royabédemy of Engineering, U.K., the Chinese Academigrafineering, the Ukraine
Academy of Engineering Sciences and a Fellow arstl Wiae President of Hong Kong Academy of Enginegi$ciences. He is also
a Fellow of IEEE, IEE and HKIE, Past Presidenthaf Hong Kong Institution of Engineers. He was awdrthe IEE International
Lecture Medal in 2000 and lecturing on electriciekds worldwide. In 2001, he was selected as orfssad's Best Technology
Pioneers by Asiaweek. During his career, Mr. Chasddvised on various consultancy projects foelagporations such as Ford
Motor Company, Honda R & D Co Ltd., National Ingté of Environmental Studies, Japan, Sumitomo Gaitian and Mitsubishi
Electric Corporation as well as serving as advisgovernment agencies. Mr. Chan graduated fromgTidua University in 1959
with an MSc in Electrical Engineering later achigyhis PhD in 1982 from University of Hong KongoPRr 1959 through 1966, Mr.
Chan started his career lecturing at China UnitsediMining & Technology. From 1967 to 1976, hesa&lectrical Machines
Designer in Shanghai. He was awarded the Doct@eohnology honoris causa from Loughborough Univgrsl.K. in 2008.






Boyd Plowman, Board Member, Chairman of Audit Comtigie- Mr. Plowman joined Harbin Electric’s Board ofrB¢tors on
December 1, 2009 as an independent board membePRIMvman is the retired Executive Vice President @hief Financial Officer
of Fleetwood Enterprises, Inc. (“Fleetwood”) whaewas employed from 1969 until 1987 and from 1981 2008. Fleetwood was
the world’s largest producer of recreational veschnd manufactured housing. During his career Fgbatwood, Mr. Plowman held
numerous leadership positions including Controlleeasurer, and Financial Vice President. Durirgydeicond stint with Fleetwood,
he served as Executive Vice President and Chiefrfgilal Officer until his retirement in 2008. On Mhr9, 2009, Fleetwood filed a
voluntary Chapter 11 petition for itself and forteén of its subsidiaries in the U.S. Bankruptcyu@dor the Central District of
California. He also served as President and Chietétive Officer of Lee & Associates (Inland EmpiRegion). Lee & Associates is
one of the leading commercial real estate brokefiags in the United States. Prior to that, Mr. Winan served as a Director and
Chairman of the Audit Committee for Corporate Irswre and Reinsurance Company Limited (CIRCL), arBela-based company
reinsuring risks for captive insurance companiesli& in his career, Mr. Plowman worked as a set@r accountant at Arthur
Andersen & Co. and Ernst & Ernst. He earned hisblae’s degree from Utah State University and wasréfied public accountant.
Mr. Plowman is the co-founder and President of BBi@lvman & Associates, Inc., a firm involved imtare capital, merchant
banking, and consulting services regarding realtestapital formation, and financial services.

David Gatton, Board Member, Chairman of CompensatiGommittee- Since 1985 Mr. Gatton has served as the Chaiandn
President of Development Initiatives, Inc, a Waghon, D.C.-based government relations firm spegiadiin urban affairs, business
development and marketing, serving a variety oflipind private clients. Mr. Gatton advises citieganizations, and companies on
business development strategies, public/privatspeships and marketing initiatives. He has advisgibus organizations on tax
reform, economic development initiatives and aetgrof environmental laws, including the reauthatian of the Clean Water Act,
the Safe Drinking Water Act, the Resource Cons@mand Recovery Act, Superfund and the Clean Air. Arom May 2004 to
February 2008, Mr. Gatton served as an indeperdisrttor of Bodisen Biotech, Inc., a public compaimgt was listed on AMEX

and was engaged in developing, manufacturing afidgerganic fertilizers, liquid fertilizers, pastdes and insecticides in China
and is currently quoted on the Over-the-CountetdBinl Board. Some of Mr. Gatton’s major accompligmts include: development
of U.S.-Sino Memorandum of Cooperation between drfsl. China Association of Mayors, development nagonal brownfield
redevelopment initiative, development of severaltifamily low- and moderate-income housing devel@mts, business
development strategies for various private firnmg] assistance in development of economic developprejects for numerous cities.
Mr. Gatton holds a B.A. from Cornell College, aniMaster’'s degree from Harvard University.

Yunyue Ye, Board MemberMr. Ye is currently a professor in Electricaldtmeering at Zhejiang University, where he has Ithug
since 1978. Mr. Ye also currently serves as Direafdhe Aerospace Electric and Electrical Motostitute of Zhejiang University
and Director of the Linear Motor Institute of thli@ese Electrotechnical Society. Mr. Ye was alsor@il Member of the China
Electrotechnical Society. Mr. Ye graduated from jireg University in 1978.

Lanxiang Gao, Board Member Ms. Gao joined the Company in September 2007héef Operating Officer of Shanghai Tech Full
Electric Co., Ltd., a wholly owned subsidiary oét@ompany. Ms. Gao worked as an engineer for Slzamgh21 Research Institute,
a research and development institution under #te-stwned China Electronics Technology Group far®0 years. She managed a
development and production project of office autbamamotors in collaboration with Sankyo Seiki, Ire¢ Japan for 10 years and
served as the Senior Engineer managing micro nnesaarch and development, with a focus on the dprent of specialty
micro-motors of automobile seats for two years. @ao has won numerous government sponsored Sdefieehnology Progress
Awards including a First Place Prize due to hestaunding contributions in the research and devedopof electric motors. Ms. Gao
graduated from Zhejiang University, China with gondn Electrical Engineering.

Executive Officers and Significant Employees

Zedong Xu, Chief Financial Officer -Since 2003, Mr. Xu has been the Chief Financidic®f of Harbin Tech Full Electric Co, Ltd.
From 2000 until present, he has been the CFO dfiHarech Full Industry Co., Ltd. From September 8892000, he was employed
as the Chief Financial Officer for Harbin WanDa &te&al home appliances. From 1996 to 1998, Mrwuked as a financial
manager for Harbin High Technology Torch Daya Hesthte Co., Ltd. Mr. Xu Zedong is a qualified CP#dar China’s accountancy
program. He graduated in 1992 from Harbin Electtfitagineering College with a BA in Project Manageine

Tianli Yang, Vice President Since January 2005, Tianli Yang has been Vice &eesiof Harbin Electric. From 2003 until now, he
was the vice  president of Harbin Tech Full Electric Co., LEdom 2000 until now, Mr. Yang has been the Vicesklent of
Harbin Tech Full Industry Co., Ltd. From 1985-2000 he was emplayettie China State Construction Engineering Cafion
(“CSCEC"), in various positions, including post of Chief Administrati@fficer. Mr. Yang graduated from Heilongjiang
University in 1985 with a BA in  Chinese Language & Literature.

Christy Y. Shue, Executive Vice President of Finanand Investor Relations and Corporate Secretarils. Shue joined Harbin
Electric on December 15, 2007. Prior to joining @@mpany, she was a Vice President and a SeniesfovRelations Consultant at
Christensen, an Investor Relations advisory firdvjsing U.S. listed Chinese Companies on managapital market related issues
including investor relations, corporate governamig;losure, and investor communications. Prigoiaing Christensen, Ms. Shue
was Manager, Investor Relations for Internatioregdé?, serving as one of the company's spokespesgaes2003 to craft and
communicate the company's messages to the finaraianunity. Ms. Shue also has extensive experignfirancial analysis and
planning, financial accounting, and marketing resieahaving worked in various divisions and funotialuring her career with
International Paper. Ms. Shue holds a Ph.D. imisiey from Purdue University and an M.B.A. in fiv@/international business



from the Stern School of Business, New York UniitgrsShe earned her Bachelor of Science degree 8wimuan University, China.




Family Relationships

Mr. Tianfu Yang and Mr. Tianli Yang, both of whonold executive offices, are brothers. There are tierofamily
relationships among our executive officers, dirextind significant employees.

Involvement in Certain Legal Proceedings

On March 9, 2009, Fleetwood Enterprises, Inc. @Reod”) a company at which, Boyd Plowman, an irdeent director
of the Company, was employed from 1969 until 198@ faiom 1997 until his retirement in September 2868 where he served as
Executive Vice President and Chief Financial Offidded a voluntary Chapter 11 petition for itsalid for certain of its subsidiaries
in the U.S. Bankruptcy Court for the Central Distiof California. To the best of our knowledge,rthbave been no other events
under any bankruptcy act, no criminal proceedimgbsrao judgments, injunctions, orders or decreegnato the evaluation of the
ability and integrity of any director, executivdioér, promoter or control person of our Companyimyithe past ten years.

Board Leadership Structure

The Board of Directors believes that Mr. Yang'svess as both Chairman of the Board and Chief Exteeudfficer is in
the best interest of the Company and its stockinsldér. Yang possesses detailed and in-depth krigelef the issues, opportunities
and challenges facing the Company and its busiaedss thus best positioned to develop agendastirtre that the Board's time
and attention are focused on the most critical @ensittHis combined role enables decisive leadershigures clear accountability, and
enhances the Company’s ability to communicate ikssage and strategy clearly and consistently taCtirapany’s shareholders,
employees, customers and suppliers.

Risk Oversight

The Board of Directors is responsible for the oigdisof risk management related to the companyitsniousiness and
accomplishes this oversight through regular repgry the Audit Committee. The Audit Committee sissthe Board of Directors by
periodically reviewing the accounting, reportingldmancial practices of the company, including ittegrity of our financial
statements, the surveillance of administrative famhcial controls and the Company’s compliancéhvégal and regulatory
requirements. Through its regular meetings with ag@ment, including the finance and internal auditfions, the Audit Committee
reviews and discusses all significant areas oboginess, including credit policies, inventory ngaraent practices, internal controls,
accounting policies and procedures and summarirabd Board of Directors areas of risk and therappate mitigating factors.

CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

There has not been, since January 1, 2009, neiis turrently pending, any transaction or seriesnoilar transactions to
which we were or are to be a party in which the amiégnvolved exceeded $120,000 and in which anguatiar, executive officer,
holder of more than 5% of our common stock or aeynioer of the immediate family of any of these pesdoad or will have a direct
or indirect material interest.

SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMPLI ANCE

Section 16(a) of the Securities Exchange Act 0f4133 amended, requires our directors, executfigeos and any person
who owns more than 10% of our common stock, tovfilla the SEC initial reports of ownership of oanemon stock within 10 days
of becoming a director, executive officer or gredibean 10% stockholder, and reports of changesvimeoship of our common stock
before the end of the second business day follotfiaglay on which a transaction resulting in a geasf ownership occurs.
Directors, executive officers and greater than Bi86kholders are required by SEC regulations teigeous with copies of all
Section 16(a) forms they file. To our knowledgesdzhsolely on our review of the copies of such ®provided to us and written
representations from our executive officers andaars, during the fiscal year ended December @29 2all Section 16(a) filing
requirements applicable to our directors, execuiiffieers and greater than 10% stockholders weneptied with.

MEETING OF THE BOARD OF DIRECTORS

The Board of Directors held five (5) meetings dgr009. Each director is expected to attend mestigur Board of
Directors and meetings of committees of our Bodmioectors of which he is a member, and to spéwctime necessary to properly
discharge his respective duties and responsilsiliti® director attended less than 75% of the mgetifi any committee of which the
director was a member. We do not have a policy vatfard to Board members’ attendance at annualimysetf stockholders.
Tianfu Yang, Lanxiang Gao, David Gatton, Ching Gh@han and Yunyue Ye attended the Company’s prevaonual meeting in
person.




BOARD COMMITTEES AND INDEPENDENCE

The Board of Directors has a Compensation Commigééominating and Corporate Governance Commitbeleaa Audit
Committee. Each committee is required by its reipecharter to meet at least once a year. OurdofbDirectors has determined
that Boyd Plowman, David Gatton and Ching ChuenrCtize members of these committees, are “indepéhdader the current
independence standards of Rule 5605(a)(2) of thé&éfislace Rules of The NASDAQ Stock Market, LLC andet the criteria for
independence set forth in Rule 10A(m)(3) underdt®. Securities Exchange Act of 1934, as amended‘Bxchange Act”). Our
Board of Directors has also determined that thessgms have no material relationships with us eiirectly or as a partner,
stockholder or officer of any entity which could ineonsistent with a finding of their independeasemembers of our Board of
Directors.

COMPENSATION COMMITTEE

The Compensation Committee was established on &gbtr, 2006, and adopted its charter on Februarg006. The
Compensation Committee Charter was amended on3eP2a2009, a copy of which was filed as exhil§it19to our Annual Report
on Form 10-K filed with the SEC on March 13, 2008e Amended and Restated Compensation CommittegeClesan be found on
our website at www.harbinelectric.com and camagle available in print free of charge to any shalder who requests it. The
members of the Compensation Committee during 20&¥@ Boyd Plowman, Ching Chuen Chan, and David @attwo served as the
Chairman of the Compensation Committee. On Jun@@®, the Board of Directors appointed Mr. Chirdgu€n Chan to serve as a
member of the Compensation Committee to replaceBdirFeng who decided not to stand for re-electiothe Board at the 2009
Annual Meeting of Stockholders and as a resulteg#s serve as a member of the Compensation Coeanéffective August 20,
2009, the date of the 2009 Annual Meeting of Stodtdérs. On July 10, 2009, Mr. Patrick McManus, wias a member of the
Compensation Committee, passed away and as a ceaskd to serve as a member of the Compensatiomi@ee. On November
25, 2009, the Board of Directors appointed Mr. B&ydwman to serve as a member of the Compensatomtttee, effective
December 1, 2009, to replace Mr. Patrick McManws:Heof the above-listed compensation committee neesnivere or are
considered “ independent " under the currentpetelence standards of NASDAQ Marketplace Rule 4900%) and meet the
criteria for independence set forth in Rule 10A)8L of the Securities Exchange Act of 1934, asraied, as determined by the
Board of Directors.

The Compensation Committee evaluates and deterrtiresalaries and incentive compensation for oficest.

The function of the Compensation Committee is taleate and determine: 1) the compensation leveiseo€ompany’s
executives, specifically the Chief Executive Offiesd the other Named Executive Officers as deflmethe Regulatory Agencies;
and 2) the equity allocations relating to the Conysmequity programs.

No member of our Compensation Committee has atiamgybeen an officer or employee of ours or oursalibries. No
interlocking relationship exists between our Boaf@irectors or Compensation Committee and the BadDirectors or
compensation committee of any other company, nsing interlocking relationship existed in the paste Compensation
Committee met on four (4) occasions during 2009.

NOMINATING AND CORPORATE GOVERNANCE COMMITTEE

The Nominating and Corporate Governance Committee egtablished on February 17, 2006. The Nominatiayg
Corporate Governance Committee Charter can be fooralir website at www.harbinelectric.com andltamade available in
print free of charge to any shareholder who reguiésthe members of the Nominating and CorporaieeBhance Committee during
2009 were Boyd Plowman, David Gatton and Ching @Htilean who served as the Chairman of the NominatintgCorporate
Governance Committee. On July 10, 2009, Mr. Patickanus, who was a member of the Nominating angb@ate Governance
Committee, passed away and as a result ceased/éoasea member of the Nominating and Corporatee@@nce Committee. On
November 25, 2009, the Board of Directors appoiiedBoyd Plowman to serve as a member of the Natmg and Corporate
Governance Committee, effective December 1, 2@ place Mr. Patrick McManus. Each of the abostell nominating
committee members were or are considered “ ind#gr@n " under the current independence standarASDAQ Marketplace
Rule 4200(a)(15) and meet the criteria for indepeice set forth in Rule 10A-3(b)(1) of the Secusifiexchange Act of 1934, as
amended, as determined by the Board of Directdrs.flinction of the Nominating and Corporate GovecgaCommittee is to assist
and advise the Board of Directors with respect to:

« identifying individuals qualified to become membefshe Board of Directors;

« recommending to the Board of Directors the direamminees for the next annual meeting of stockhslde

« evaluating the overall functioning and performaatéhe Board of Directors and its committees; and






» developing and overseeing a set of corporate ganemguidelines for the Company.

The Nominating and Corporate Governance Commitéeseahcharter, a copy of which was included as Agipeh to
Harbin's proxy statement for its Annual Meetingcel 2006. The Nominating and Corporate Govern&@m@mittee evaluates all
nominees, including current directors who may bdoupe-election, based on several different praifasal criteria and in accordance
with the minimum requirements as established ichrter and in the Company’s Articles of Incorpimmand Bylaws. The
Nominating and Corporate Governance Committeeasitisider candidates recommended by stockholdarski&tlders can
recommend qualified candidates for the Board oé&twrs by submitting the candidate’s name and figetions to: Ching Chuen
Chan, Chairman, Nominating and Corporate Govern@usemittee, Harbin Electric, Inc., 20 RamblewoodBoShoreham, NY
11786. There are no differences in the manner iclwthhe Nominating and Corporate Governance Coremitvaluates nominees for
director based on whether the nominee was recomaaklnygl a stockholder. Among other things, the Notmigaand Corporate
Governance Committee takes into account, when@agion nominees, factors such as familiarity whth industry in which the
Company operates, experience in working with Cliased companies, the relevant expertise of itetire and director nominees,
whether the director or nominee would be considérddpendent, the time that the director or nominilebe able to devote to
Company matters, experience with US public commtéeguage skills and other factors. The Nomigadind Corporate
Governance Committee believes that it is approptiainclude representation of senior managemettt@Board of Directors. The
Nominating and Corporate Governance Committee met(d) time during 2009. The Nominating and Corfmf@overnance
Committee has approved and recommended the nonfimeelection as director at this Annual MeetingStéckholders.

AUDIT COMMITTEE

The Audit Committee was established on February20®@6, and the Board of Directors adopted a writiearter for the
Audit Committee, a copy of which was included ap&pdix B to Harbin’s proxy statement for its Anniéeting held in 2006. The
Audit Charter can be found on our website at wvarbimelectric.com and can be made available int fiee of charge to any
shareholder who requests it. The function of thdifGommittee is to provide assistance to the Badudirectors in fulfilling its
oversight responsibility to stockholders, potensimickholders, the investment community and otheleging to:

« the integrity of the Company’s financial statements

» the financial reporting process;

« the systems of internal accounting and financiats;

» the performance of the Company’s internal auditfiom and independent auditors;

- the independent auditors’ qualifications and inaejeace; and

- the Company’s compliance with ethics policies aghl and regulatory requirements.

The Audit Committee met five (5) times during 2009.

During 2009, the members of the Audit Committeeanl@avid Gatton, Ching Chuen Chan, and Boyd Plowmduo, served
as the Chairman of the Audit Committee since De@#rith2009, when Mr. Plowman joined the Board ef @ompany. On June 25,
2009, the Board of Directors appointed Mr. Chingu&mn Chan to serve as a member of the Audit Comanitteeplace Mr. Bai Feng
who decided not to stand for re-election to therBad the 2009 Annual Meeting of Stockholders and aesult ceased to serve as a
member of the Audit Committee, effective August 2009, the date of the 2009 Annual Meeting of Shotdters. On July 10, 2009,
Mr. Patrick McManus, who was the Chairman of thelih Committee, passed away and as a result céasedve as the Chairman
of the Audit Committee. On November 25, 2009, tlvaf8l of Directors appointed Mr. Boyd Plowman toveeais the Chairman of the
Audit Committee, effective December 1, 2009, tdaepe Mr. Patrick McManus. All of the above-listead# committee members
were or are considered “ independent " under theeatiindependence standards of NASDAQ Marketplue 4200(a)(15) and
meet the criteria for independence set forth ireRUIA-3(b)(1) of the Securities Exchange Act of 4,98 amended, as determined
by the Board of Directors.

The Board of Directors has determined that we l@Veast one audit committee financial expert,efsdd in the
Exchange Act, serving on our audit committee. BBi@vman is the “ audit committee financial expeand is an independent
member of the Board of Directors.

REPORT OF THE AUDIT COMMITTEE (1)



The role of the Audit Committee is to assist theBbof Directors in its oversight of the Companiyfmncial reporting
process. As set forth in the Charter, managemetiiteo€ompany is responsible for the preparatioesgmtation and integrity of the
Company’s financial statements, accounting andhfiied reporting principles and internal controlslgmocedures designed to assure
compliance with accounting standards and appliciaibs and regulations. The independent auditorsemgonsible for auditing the
Company’s financial statements and expressing amaspas to their conformity with generally accepecounting principles.




In the performance of this oversight function, fedit Committee has reviewed and discussed thaedifinancial
statements for the fiscal year ended December@19 @ith management, and has discussed with thepemnttient auditors the
matters required to be discussed by Statement ditiAg Standards No. 61, Communication with Audin@nittee, as currently in
effect. The Audit Committee has received the wmittiésclosures and the letter from the independedit@rs required by
Independence Standards Board Standard No. 1, Indepee Discussions with Audit Committees, as ctiyrém effect, and has
discussed with the independent auditors the inddgrgrauditors’ independence; and based on theweasel discussions referred
above, the Audit Committee recommended to the Bo&Rirectors that the audited financial statemdrgsncluded in the
Company’s Annual Report on Form 10-K for the fispahr ended December 31, 2009 for filing with tfeCS

The members of the Audit Committee are not professly engaged in the practice of auditing or actimg, are not
experts in the fields of accounting or auditinglirmling in respect of auditor independence. Membétee Committee rely without
independent verification on the information prodde them and on the representations made by mareagend the independent
accountants. Accordingly, the Audit Committee’s imight does not provide an independent basis &raée that management has
maintained appropriate accounting and financiabripg principles or appropriate internal controtlgprocedures designed to assure
compliance with accounting standards and applicias and regulations. Furthermore, the Audit Cottaais consideration and
discussions referred to above do not assure thatudit of the Company’s financial statements legtrarried out in accordance
with generally accepted accounting principles at the Company’s auditors are in fact “independent”

Based upon the reports, review and discussionsitleddn this report, and subject to the limitasan the role and
responsibilities of the Committee referred to abamd in the Charter, the Committee recommendeke@bard that the audited
financial statements be included in the Companyiaual Report on Form 10-K for the year ended Deeer8i, 2009, as filed with
the Securities and Exchange Commission. The Audiih@ittee and the Board have also recommended,dubjstockholder
approval, the selection of Frazer Frost, LLP (acessor entity of Moore Stephens Wurth Frazer ant&tpLLP) as the Company’s
independent auditors for the fiscal year endingdbazer 31, 2010.

THE AUDIT COMMITTEE
Boyd Plowman(Chairman)

David Gatton
Ching Chuen Chan

(1) The material in the Audit Committee report @ soliciting material, is not deemed filed witletSEC and is not incorporated
by reference in any filing of the Company under $leeurities Act of 1933, or the Securities Exchafgeof 1934, whether
made before or after the date of this Proxy Statermed irrespective of any general incorporatiomglaage in such filing.

PROCESS FOR SENDING COMMUNICATIONS TO THE BOARD OF DIRECTORS.

The Board of Directors maintains a process forldiolders to communicate with the Board. Stockhadeishing to
communicate with the Board or any individual disranust mail a communication addressed to the Segref the Company,
Harbin Electric, Inc., 20 Ramblewood Road, ShoreHd 11786. Any such communication must state tinalper of shares of
Common Stock beneficially owned by the stockholtieking the communication. All of such communicasiavill be forwarded to
the full Board of Directors or to any individuakegctor or directors to whom communication is diegctinless the communication is
clearly of a marketing nature or is inappropri@eyhich case we have the authority to discardchramunication or taking
appropriate legal action regarding the communicatio

CODE OF ETHICS

We adopted a code of ethics that applies to ouef@hiecutive Officer and Chief Financial Officencaother persons who
perform similar functions. The Code of Ethics canftund on our website at  www.harbinelectric.coemd can be made available
in print free of charge to any shareholder who estgiit at no charge by writing to c/o Harbin Hiegtinc., 20 Ramblewood Road,
Shoreham, NY 11786. Our Code of Ethics is intertdduke a codification of the business and ethicalgiples which guide us, and to
deter wrongdoing, to promote honest and ethicatiaon to avoid conflicts of interest, and to fodtdl, fair, accurate, timely and
understandable disclosures, compliance with apgkcgovernmental laws, rules and regulations, thenpt internal reporting of
violations and accountability for adherence to isle.

COMPENSATION OF DIRECTORS AND EXECUTIVE OFFICERS

This compensation discussion describes the ovavalpensation practices at the Company and spdbjfi@scribes the
compensation for the following named executivecedfs (“Named Executive Officers”):

. Tianfu Yang, Chairman and Chief Executive Officer






. Zedong Xu, Chief Financial Officer
. Tianli Yang, Vice President
. Christy Shue, Executive Vice President of Finanu# lmvestor Relations and Corporate Secretary

The Board of Directors appointed the Compensatiomittee of our Board of Directors to evaluate datermine the
compensation programs of the Company’s Named ExecQfficers, including the Chief Executive Officend the Chief Financial
Officer.

Compensation Philosophy and Objectives

Our primary goal with respect to our compensatimgpms has been to attract and retain the meastttad and dedicated
employees in key positions in order to competectiffely in the market place, successfully executegrowth strategies, and create
lasting shareholder value. The Compensation Coraenétaluates both individual and Company performaviten determining the
compensation of our executives. Our executivestalleompensation is tied to the Company finanaiad operational performance,
as measured by revenues and net income, as well@somplishing strategic goals such as mergemaqdisitions and fund raising.
The Compensation Committee believes that a sigmifiportion of our executive’s total compensatibaidd be at-risk compensation
that is linked to stock-based incentives to aliggirtinterests with those of shareholders.

Additionally, the Compensation Committee has deteechthat an executive officer who is a Chineséonat and is based
in China will be entitled to a locally competitipackage and an executive officer who is an exgatoawho is based in the U.S. will
be paid a salary commensurate with those paidet@xkcutives in the U.S. The Compensation Commétteiates the
appropriateness of the compensation programs dgraral may make adjustments after taking accounstlbjective evaluation
described previously.

We apply our compensation policies consistentlydieiermining compensation of our Chief Executivéidef as we do
with the other executives. The Compensation Coremittssesses the performance of our Chief Exeddffieer annually and
determines the base salary and incentive compensattiour chief executive officer.

Our Chief Executive Officer is primarily responglfbr the assessment of our other executive offiqgerformance.
Ultimately, it is the Compensation Committee’s enadilon of the chief executive officer's assessnadmig with competitive market
data that determines each executive’s total congtiems

Elements of Our Executive Compensation Programs

Base Salary. All full time executives are paid a base sal&gse salaries for our named executives are sed lestheir professional
gualifications and experiences, education backgtpsicope of their responsibilities, taking into @aoat competitive market
compensation levels paid by other similar sized games for similar positions and reasonablenesgankss when compared to
other similar positions of responsibility withinggtCompany. Base salaries are reviewed annualljdoZompensation Committee,
and may be adjusted annually as needed.

Annual Bonuses. The Company does not pay guaranteed annual b®tuser executives or to employees at any levehbse we
emphasize pay-for-performance. The Compensationn@tiee determines cash bonuses towards the eratbffescal year to award
our executive officers including our Chief Execeti@fficer and Chief Financial Officer based upmsubjective assessment of the
Company’s overall performance and the contributiointhe executive officers during the relevant péri

Equity Incentive Compensation. A key element of our pay-for-performance phildspgs our reliance on performance-based equity
awards through the Company'’s stock option plans pnogram aligns executives’ and shareholderstésts by providing executives
an ownership stake in the Company. Our Compens&tmmittee has the authority to award equity ineentompensation, i.e.
stock options, to our executive officers in suctoants and on such terms as the Compensation Cosendi¢termines in its sole
discretion. The Compensation Committee reviews eaelkutive’s individual performance and his or ¢@mtribution to our strategic
goals and determines the amount of stock optioh® tawarded. The Compensation Committee grant$yeguentive compensation
at times when there are not material non-publiorimfation to avoid timing issues and the appear#ratesuch awards are made
based on any such information. The exercise psitied closing market price on the date of the grant

Service-Based Stock Option Awards and Severance Plan. In certain circumstances, the Compensation Coraaitiakes service-based
stock option awards to retain key employees, reaeiv senior-level executives, or recognize a §icant promotion. Service based
stock option awards are used infrequently and eaavtarded any time during the year. Occasionadigve@rance plan is provided to
retain or recruit a top executive talent at the sbécretion of the Compensation Committee.

Other Compensation. We provide our executives with certain other igsmancluding reimbursement of business and eatement
expenses, health insurance, vacation and sick [@ave The Compensation Committee in its discreti@y revise, amend or add to
the officer’'s executive benefits as it deems neargsVe believe that these benefits are typicaltyiged to senior executives of



similar companies in China and in the U.S.




Summary Compensation Table

The following table sets forth all cash compensafiaid or to be paid by the company, as well akiteother
compensation paid or accrued, for each of thetthast fiscal years of our company to each Nameda ke Officer.

Option All other
Salary (Cash)  Bonus (Cash) Awards compensation(1) Total
Year ®) ®) ®) ®) ®)
Tianfu Yang, CEO 200¢ 26,47( - 11,94¢3) - 38,41¢
200¢ 26,47( - 47,78¢2) - 74,25¢
2007 23,71t - 47,781) - 71,49¢
Zedong Xu, CFO 200¢ 15,88: - 7,96%(3) - 23,84«
200¢ 15,88: - 31,85¢(2) - 47,73¢
2007 14,22¢ - 31,85¢(1) - 46,08t
Tianli Yang, Vice
President 200¢ 15,88: - 7,96%(3) - 23,84«
200¢ 15,88: - 31,85¢(2) - 47,73¢
2007 14,22¢ - 31,85¢(1) - 46,08t
sty Shue, Executive Vic
President of Finance and
Investor Relations and
Corporate Secretary 200¢ 76,29( 27,50( 573,48(3) 40,81((4) 718,08:
200¢ 70,36( - 573,48¢3) 39,24((4) 683,08:
2007 4,171 - 430,11Y(1) - 434,28

(1) Valuation based on the dollar amount of optjcents recognized for financial statement repontingposes pursuant to FAS
123(R) with respect to 2007.

(2) Valuation based on the dollar amount of opticents recognized for financial statement repontingposes pursuant to FAS
123(R) with respect to 2008.

(3) Valuation based on the dollar amount of opticents recognized for financial statement repontingposes pursuant to FAS
123(R) with respect to 2009.

(4) Such amount represented reimbursement of hissitinance, apartment and leased car expenses.
Grant of Plan Based Awards

No grant of any award pursuant to the Company’'$s28@ck Option Plan was made in 2009 to any Namextiive
Officer.

Outstanding Equity Awards At Fiscal Year-End

Option Awards

Number of Securities  Number of Securities

Underlying Underlying Option Option
Unexercised Unexercised Exercise  Expiration
Name Options Exercisable  Options Unexercisable Price ($) Date
Tianfu Yang, CEO 30,00( -1) $ 8.1(C 2/ 6/11
Christy Shue, Executive Vice President of
Finance and Investor Relations and Corporate
Secretary 160,66° 69,334(2) 15.6( 12/15/12

(1) Mr. Tianfu Yang received a stock option grah80,000 shares in February 2006 at an exercise fi$8.10 per share, all of
which were vested and were exercisable as of DeeeBih 2009.

(2) Ms. Christy Shue received a stock option godr60,000 shares in December 2007 at an exerdise @f $15.60 per share,
160,667 of which vested and were exercisable &eoémber 31, 2009.






Aggregate Option Exercises In Last Fiscal Yeaand Value Realized on Exercise

The following table shows the options exercised@sting by the Named Executive Officers in 2009 tnedvalue realized
at December 31, 2009.

Options Exercised
Number of Shares Value Realized on

Name Exercised Exercise ($)(1)
Zedong Xu 20,00( 244,20(
Tianli Yang 20,00( 244,20(
Christy Shue 30,00( 187,50(

(1) The dollar amounts shown above are determigeduitiplying (i) the number of shares acquirec=ercise by (ii) the difference
between the closing price of our Common Stock atdiéite of exercise and the option exercise price.

Pension Benefits
We do not sponsor any qualified or non-qualifiefirdsl benefit plans.
Nonqualified Deferred Compensation
We do not maintain any non-qualified defined cdnition or deferred compensation plans.

Employment Contract

We have employment contracts with our employeegl&yment contracts are designed to adhere to biate &nd
Provincial employment and social security reguladionder applicable Chinese or the U.S. law. We Istgned confidentiality
agreements with all of our employees.

On November 26, 2007, in connection with the Emplegit Agreement dated November 27, 2007 betweeGadhgoany
and Christy Young Shue, the Company’s Executivee\Reesident of Finance and Investor RelationsCirapany granted options
(the “Options™) to purchase 260,000 shares of tam@any’s Common Stock, at an exercise price $15&0closing price on
November 26, 2007. One-fifth (1/5) of the optioB2,000 shares) vested immediately. The remainitigrapvest over a 3-year
period, with 13.33% shares vesting on the 180thaddlye effective date of the Employment Agreemant the balance vesting
thereafter on a semi-annual basis over the codidedollowing three (3) years.

Potential Payment Upon Termination of Change in Coal

In the event Ms. Shue's employment is terminatédoni cause, she will be eligible to receive angebsalary earned to the
date of termination, a severance amount equal {B)e@mes her current base salary in effect ordédte of termination and the
immediate vesting of any unvested options.

Director Compensation

The following table summarizes compensation thatdinectors earned during 2009 for services as neesnbf our Board.

Fees Earned or Options All Other
Paid in Cash Awards Compensation Total
Name %) %) %) %)
Ching Chuen Chan (1) 24,00( - - 24,00(
David Gatton (2) 36,00( 2,07X7) - 38,07:
Patrick McManus 27,00((3) 2,0717) - 29,07
Feng Bai 15,33:(4) - - 15,33:
Boyd Plowman 3,00((5) 140,89(8) - 143,89:

Yunyue Ye
Lanxiang Gao(6) - - - -

(1) During the fiscal year ended December 31, 2805 ,Ching Chuen Chan received a stock option awéisD,000 shares at an
exercise price of $3.10 per share, all of whichehessted and are exercisable as of December 3%, B02009, Ching Chuen Chan
exercised 25,000 shares of options in a cash ttdaea




(2) Mr. David Gatton received a stock option grain10,000 shares in February 2006 at an exercise pf $8.10 per share, all of
which have vested and are exercisable as of Deae3dh@009. During the fiscal year ended Decendiei2005, Mr. David Gatton
received a stock option award of 50,000 sharen akarcise price of $3.10 per share, all of whiakehvested and are exercisable as
of December 31, 2009. In 2009, Mr. Gatton exerc#g®00 shares of options (including 25,000 shavased by his wife) in a
cashless transaction.

(3) Mr. Patrick McManus deceased in July 2009.

(4) Representing the cash compensation receivéddrblfeng Bai from January — August 20, 2009. Mmd-8ai ceased to be a
member of the Board of Directors as of August ZIWP

(5) Representing the cash compensation receivédrbBoyd Plowman for December 2009. Mr. Boyd Plownj@ined the Board of
Directors on December 1, 2009.

(6) Ms. Lanxiang Gao received a stock option godr&0,000 shares in February 2006 at an exercise pf $8.10 per share, all of
which vested and were exercisable as of Decemhet(®P Ms. Gao received her stock options as coegiem for serving as the
Chief Operating Officer of Shanghai Tech Full EtecCo., Ltd, a wholly owned subsidiary of Harbin.2009, Ms. Gao exercised
12,500 shares of options in a cashless transaction.

(7) Valuation is based on the dollar amount ofmptjrants recognized for financial statement répgrpurposes pursuant to FAS
123(R) with respect to 2009. See Note 19 of codatdd financial statements for assumptions madtleeiraluations.

(8) Mr. Boyd Plowman received a stock option graf30,000 shares in December 2009 at an exercise pf $20.02 per

share, 15,000 of which have vested and are exbteisa of December 31, 2009. Valuation is basetth@wollar amount of option
grants recognized for financial statement reporgingposes pursuant to FAS 123(R) with respect G928ee Note 19 of
consolidated financial statements for assumptioadanin the valuations.

STOCK INCENTIVE PLAN

Our long term incentives are in the form of stopkians to directors, executives, employees andutargs under the 2005
Stock Option Plan (the “Plan”). The objective oé¢le awards is to advance the longer term inteoéstsr Company and our
stockholders and complement incentives tied to ahperformance. These awards provide rewards &xidirs, executives and other
key employees and consultants upon the creatiomccgmental stockholder value and attainment ofiiterm earnings goals. Stock
option awards under the Plan produce value togipaiits only if the price of our stock appreciatbereby directly link the interests
of the participants with those of the stockholders.

On January 31, 2005, the Company granted a totEB@f000 stock options to purchase shares of itsyan stock to three
directors of the Company under the Company’s 2@06k3SOption Plan, pursuant to written agreemettts (Agreements”). Each of
these options terminates five (5) years from the dégrant. Per each of the Agreements, optioai bBecome exercisable during the
term that Optionee serves as a Director of the Gamas follows: (i) 50% of the shares of Stock sabjo each of these Options
became exercisable immediately as of the datecoAtreements; and (ii) the balance of the sharssook subject to these Options
shall become exercisable in eight (8) equal quariestallments of three thousand one hundred tyvéne (3,125) shares of stock
subject to this Option. The first such installmbatame exercisable as of the last day of thediratter of calendar year 2005, with
an additional 3,125 of such shares becoming exalgsas of such date. An additional 3,125 of sineltes became exercisable on the
last day of each of the second, third and fourtirgus of 2005 and on the last day of each ofiteg §econd and third quarters of
2006. The Company granted to Optionee the rigputchase the number of shares of Stock set forttheif\greement, for cash (or
other consideration as is authorized under the &hanacceptable to the Board of Directors of thea@any, in their sole and absolute
discretion) at $3.10 per share (the “Exercise Priceich price being not less than eighty-five peta(85%) of the fair market value
per share of the Shares covered by this Optiori eealate of the Agreement.

On September 26, 2005, in connection with an enmént agreement, the Company granted options (tpédas”) to
purchase 250,000 shares of the Company’s commok ftee “Common Stock”) at an exercise price $3tB8,closing price on
September 23, 2005. One-fifth (1/5) of the Opti(B® 000 shares) has vested immediately upon g@anfime remaining Options
shall vest over a 3-year period, with 13.33 % (33,8hares) vesting on the 180th day from Septe2®e2005, and the balance
vesting thereafter on a semi-annual basis, prapwately over the course of the following threey@ars. Due to the termination of
this employment agreement, 66,667 shares of thetsene have been forfeited.

On February 6, 2006, the Company granted optiopsitchase 500,000 shares of the Company’s Comnumk &t an
exercise price of $8.10, the closing price on Faby®, 2006. These options will vest in twelve dquarterly installments over a
three year period commencing on May 6, 2006. Thesiens will expire on February 6, 2011.




On February 26, 2007, the Company granted optmpsitchase 25,000 shares of the Company’s Comnuark &1 certain
employees at an exercise price of $12.40, therggsiice on February 26, 2006. These options eiit\yer employee agreement
dated February 26, 2006.

On November 26, 2007, in connection with the Emplegit Agreement dated November 27, 2007 betweeGahgoany
and Christy Young Shue, the Company’s Executivee\Reesident of Finance and Investor RelationsCtirapany granted options
(the “Options”) to purchase 260,000 shares of tam@any’s Common Stock, at an exercise price $1%&0¢losing price on
November 26, 2007. One-fifth (1/5) of the optioB2,000 shares) shall vest immediately. The remgioptions shall vest over a
3-year period, with 13.33% shares vesting on thatH 8ay of the effective date of the Employmente&gnent, December 15, 2007,
and the balance vesting thereafter on a semi-atraséd over the course of the following three @rg.

On December 1, 2009, in connection with the InddpanDirector Agreement (the “Agreement”) dated dimber 30,
2009 between the Company and Boyd Plowman, the @oyngranted options (the “Options”) to Mr. Plowntarpurchase an
aggregate of 30,000 shares of the Company's consiogk, at an exercise price of $20.02 per shaesglthsing price of the
Company’s common stock on November 30, 2009. Biicent of the options (15,000 shares) shallinestediately. The
remaining options shall become exercisable in tev¢h2) equal quarterly installments of one thoudarhundred and fifty (1,250)
options, with the first installment to be exercigahs of the last day of the first quarter of cdlmyear 2010, with an additional 1,250
of options becoming exercisable as of the lastafafie subsequent quarter.

Compensation Committee Interlocks and Insider Parttipation

Members of our Compensation Committee of the Ba#idirectors were David Gatton, Ching Chuen Chaual, Boyd
Plowman. No member of our Compensation Committe® wahas been, an officer or employee of the Compa any of our
subsidiaries.

No member of the Compensation Committee has doréitip that would constitute an interlocking redaship with
executive officers or directors of the Company mother entity.

Compensation Committee Report

The goal of the Company’s executive compensatidicyp to ensure that an appropriate relationghxists between
executive compensation and the creation of stockdnolalue, while at the same time attracting, natiing and retaining experienced
executive officers.

The Compensation Committee has reviewed and disdubke discussion and analysis of the Company’geasation
which appears above with management, and, basedabtnreview and discussion, the Compensation Caeeniecommended to the
Company’s Board of Directors that the above disglede included in this Proxy Statement.

The members of the Compensation Committee are:
David Gatton, Chairman

Ching Chuen Chan
Boyd Plowman




REQUIRED VOTE

Election of the directors requires the affirmatiate of the plurality of the shares presented ms@e or represented by
proxy at the Annual Meeting, provided a quorum &sxis

THE BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR”TH E ELECTION OF
THE SIX NOMINEES FOR DIRECTOR SET FORTH HEREIN.




PROPOSAL 2

RATIFICATION OF THE APPOINTMENT OF THE
INDEPENDENT PUBLIC ACCOUNTANTS

The firm of Frazer Frost, LLP (a successor entitioore Stephens Wurth Frazer and Torbet, LLP)d®ased as our
independent auditors since December 14, 2006,lenBaard of Directors has appointed Frazer Frdd®, &s our independent
auditors for the 2010 fiscal year. A representativen Frazer Frost, LLP is expected to be presetiteeAnnual Meeting by
telephone conference call to respond to appropgiaéstions from stockholders and to make a stateiingunch representative desires
to do so.

Audit Fees

The aggregate fees for each of the last two yeangrbfessional services rendered by the prin@pabuntant for our audits
of our annual financial statements and interimeesg of our financial statements included in oudinfils with Securities and
Exchange Commission on Form 10-KSBs, Form 10-K, Hi@s services that are normally provided by teoantant in connection
with statutory and regulatory filings or engagenseot those years were approximately:

2009: $ 560,700 Frazer Frost, LLP (a successor entity of Moore [&tes Wurth Frazer and Torbet, LLP)

2008: $ 440,000 Frazer Frost, LLP (a successor entity of Moore I&teg Wurth Frazer and Torbet, LLP)
Audit Related Fees
This category consists of services by our independeditors that are reasonably related to theopmidince of the audit or

review of our financial statements and are not rggbabove under Audit Fees. This category inclaesunting consultations on
transaction and proposed transaction related rsatter

20009: $ 515,000 Frazer Frost, LLP (a successor entity of Moore I&tes Wurth Frazer and Torbet, LLP)
2008: $ 93,80( Frazer Frost, LLP (a successor entity of Moore [$tes Wurth Frazer and Torbet, LLP)

We incurred these fees in connection with registnestatements, financing, and acquisition transact
Tax Fees

The aggregate fees in each of the last two yeaithéoprofessional services rendered by the prid@pcountant for tax
compliance, tax advice and tax planning were apprately:

2009: $ 25,000 Frazer Frost, LLP, (a successor entity of Moore@&ées Wurth Frazer and Torbet, LLP)
2008: $ 7,000 Frazer Frost, LLP, (a successor entity of Moore&t@s Wurth Frazer and Torbet, LLP)

All Other Fees

There are no other fees to disclose.

All of the fees paid to Frazer Frost, LLP (a susce®ntity of Moore Stephens Wurth Frazer and TipideP) for the fiscal
years ended December 31, 2009 and 2008 descriloee alere pre-approved by the audit committee.

Policy on Audit Committee Pre-Approval of Servicederformed by Independent Registered Public Accountig Firm

The audit committee’s policy is to pre-approveaaitlit and permissible non-audit services providgethk independent
auditors. These services may include audit servagdit-related services, tax services and otheices. The audit committee may
also pre-approve particular services on a caseabg-basis.

Audit of Financial Statements.

During fiscal 2009, Frazer Frost, LLP (a successtity of Moore Stephens Wurth Frazer and TorbeR)L.was our
principal auditor and no work was performed by passoutside of this firm.




REQUIRED VOTE

Ratification of the appointment of the independauttlic accounts requires the affirmative vote & purality of the shares
presented in person or represented by proxy aAtimeial Meeting, provided a quorum exists.

THE BOARD OF DIRECTORS RECOMMENDS THAT YOU VOTE “F OR ” RATIFICATION OF
THE APPOINTMENT OF THE INDEPENDENT PUBLIC ACCOUNTAN TS.




MISCELLANEOUS
2010 STOCKHOLDER PROPOSALS

A stockholder who wishes to make a proposal putsieaRule 14a-8 of the Exchange Act at our 2010usiMeeting of
Stockholders, that will be held in 2011, for indtrsin the Company’s proxy statement and form afyrfor such meeting must
notify the Company no later than April 5, 2011.

Rule 14a-4 of the SEC proxy rules allows the Corgparuse discretionary voting authority to voteratters coming
before an annual meeting of stockholders if the @amy does not have notice of the matter at leasiz4s before the date
corresponding to the date on which the Companyfieled its proxy materials for the prior yeartsnaal meeting of stockholders or
the date specified by an overriding advance ngtiogision in the Company’s bylaws. The Company’iatg do not contain such an
advance notice provision.

ANNUAL REPORTS

A copy of the Company’s Annual Report on Form 1@sKthe fiscal year ended December 31, 2009 ischeiailed to each
stockholder of record together with this Proxy &ta¢nt. The Company has filed with the SEC its AhRagport on Form 10-K for
the fiscal year ended December 31, 2009. The AnRapbrt on Form 10-K contains detailed informatiomcerning the Company
and its operations, including financial informatiorA copy of this report, without exhibits, will befurnished to stockholders
without charge upon request in writing to Ms. Chrigy Shue, Executive Vice President & Corporate Sectary of the Company,
at 20 Ramblewood Road, Shoreham, New York 11786.

If requested, the Company will also provide suctspes with copies of any exhibit to the Annual R¢pm Form 10-K
upon the payment of a fee limited to the Compang&sonable expenses in furnishing such exhibits.

IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROX Y MATERIALS FOR THE STOCKHOLDER
MEETING TO BE HELD ON JULY 26, 2010

The proxy statement, annual report to stockholdatsrelated materials are available on the Compangbsite
(www.harbinelectric.com) under the heading “SEGng$,” which can be accessed by clicking on “Ingeston the home page of
the site.

OTHER MATTERS

Management is not aware of any matters to be preddor action at the Annual Meeting, except mattiscussed in the
Proxy Statement. If any other matters properly cbefere the meeting, it is intended that the shegpsesented by proxies will be
voted in accordance with the judgment of the pessaring the proxies.

WHERE YOU CAN FIND MORE INFORMATION

We file annual and quarterly reports, proxy statetmand other information with the Securities amdiange Commission
(the* SEC 7). Stockholders may read and copy r@mprts, statements or other information that ileeatt the SEC’s public
reference rooms in Washington, D.C., New York, Néwk, and Chicago, lllinois. Please call the SEQ-800-SEC-0330 for further
information about the public reference rooms. Qublie filings are also available from commerciatdment retrieval services and
at the Internet Web site maintained by the SEGtpt/lwww.sec.gov. The Company’s Annual Report @nnk 10-K were mailed
along with this Proxy Statement.

STOCKHOLDERS SHOULD RELY ONLY ON THE INFORMATION CRTAINED IN THIS PROXY STATEMENT
TO VOTE THEIR SHARES AT THE ANNUAL MEETING. NO ONHAS BEEN AUTHORIZED TO PROVIDE ANY
INFORMATION THAT IS DIFFERENT FROM WHAT IS CONTAINPD IN THIS PROXY STATEMENT. THIS PROXY
STATEMENT IS DATED JUNE 24, 2010. STOCKHOLDERS SHOWNOT ASSUME THAT THE INFORMATION
CONTAINED IN THIS PROXY STATEMENT IS ACCURATE AS ORANY DATE OTHER THAN THAT DATE.

By Order of the Board of Directors

/sl Tianfu Yang

Tianfu Yang
Chairman, and Chief Executive Officer

June 24, 2010






HARBIN ELECTRIC, INC.
PROXY FOR ANNUAL MEETING
TO BE HELD ON JULY 26, 2010

The undersigned stockholder of Harbin Electric, lacNevada corporation (the “ Company "), heretinawledges receipt
of the Notice of Annual Meeting of Stockholders dnbxy Statement and hereby appoints Tianfu YambZadong Xu, or any of
them, proxies and attorneys-in-fact, with full powe each of substitution and revocation, on bela&ifi in the name of the
undersigned, to represent the undersigned at th@ 28nual Meeting of Stockholders of the Companypéocheld at the Company’s
principal executive offices located at No. 9 Hag”Ki Lu, Ha Ping Lu Ji Zhong Qu, Harbin Kai Fa Qdarbin, 150060, People’s
Republic of China on July 26, 2010 at 8:30 a.mcdlatime), or at any adjournment or postponemeateibf, and to vote, as
designated below, all shares of common stock ofGbempany which the undersigned would be entitleddte if then and there
personally present, on the matters set forth below.

The Board of Directors recommends that you voteRF®ach proposal.

1.
Elect six (6) Directors 1. Tianfu Yang 2. Lanxiang Gao 3. Ching Chuen Chan
4. Boyd Plowman 5. David Gatton 6. Yunyue Ye
O- FOR all nominees listed above (except those whasees O- WITHHOLD AUTHORITY to vote for all nominees
or numbers have been written on the line below). listed above.
2. Proposal to ratify the appointment of Frazer Frest, LLP (a successor entity of Moore Stephens Wurtkrazer and
Torbet, LLP) as the Company’s independent auditors.
O FOR O AGAINST O ABSTAIN
3. To transact any other business as may properlyebpresented at the Annual Meeting or any adjournmetnor

postponement thereof.

THIS PROXY WHEN PROPERLY EXECUTED WILL BE VOTED AS DIRECTED OR, IF NO DIRECTION IS GIVEN,
WILL BE VOTED “ FOR " EACH PROPOSAL SPECIFICALLY ID ENTIFIED ABOVE.

THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OFIRECTORS.

Date: , 2010

PLEASE DATE AND SIGN ABOVE exactly as name
appears at the left, indicating, where proper, offtial position
or representative capacity. For stock held in jointtenancy,
each joint owner should sign.

Created by Morningstar® Document Research™

http://documentresearch.morningstar.com
Source: Harbin Electric, Inc, DEF 14A, June 24, 2010




