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MATERIAL LITIGATION

1. The Company entered into three sale and purchase
contracts for products (the “Contracts”) with Shenyang
Hengyuanda Communication Equipment Co., Ltd.
(“SHCE”) in the sum of RMB2,670,338.51 between
March and June of 1998. Upon the Company’s supply of
goods on a timely basis pursuant to the Contracts, SHCE
made three payments to the Company in 1998 in the
sum of RMB444,038.48. SHCE still owes the Company
RMB2,226,300.03 for the goods.

The Company instituted legal proceedings against SHCE
at the Gaoxin District People’s Court (the “Gaoxin
District Court”) of Chengdu in accordance with the law.
According to the judgment Gaoxin Min Er Chu Zi No.
92 (2002) delivered by the Gaoxin District Court on 12
November 2002, SHCE was required to pay
RMB2,226,300.03 to the Company for the goods within
ten days from the date on which the judgment came in
force, and a default fine for the overdue payment for the
period from 12 October 2001 to 12 November 2002.

Gaoxin District Court has entrusted Shenyang
Intermediate People’s Court with the enforcement of the
judgment against SHCE in their jurisdiction. The
judgment is now being enforced.

2. The Company received a writ from the Chengdu
Intermediate People’s Court (the “Chengdu Court”) on 23
March 2003 stating that the Chengdu office of Chengdu
Huarong Assets Management Company claimed that the
Company should assume joint liability for providing a
guarantee for a bank loan in the amount of
RMB1,550,000 to Sichuan Xingda Material Energy
Industrial and Trading Corporation in 1994 (the
“Guarantee”). Following the ruling (No. 175 of (2003)
Cheng Min Chu Zi) of Chengdu Court on 18 May 2003,
it was held that the Company is no longer jointly liable
because of the Guarantee’s lapse of limitation period.

So far as the Board of Directors is aware of, save as the
above, neither the Company nor other members of the
Group were involved in any material litigation or
arbitration.
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