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The Company complys with the “Company Law”, the “Securities Law”, relevant
laws and regulations set out by the China Securities Commission, the Listing
Rules of the Shanghai Securities Exchange and the Listing Rules of the Stock
Exchange of Hong Kong Limited (“SEHK”) to continuously improve its

corporate governance and set up an enterprise system.

Upon the restructuring in 1993, the Company has established the Articles of
Association comply with the requirements of the “Corporate Governance
Standards of Listed Company” announced by the China Securities Regulatory
Commission (“CSRC”) and the State Economic and Trade Commission.
Pursuant to the requirements of the “Notice on the Implementation of the
Mandatory Provisions for the Articles of Association of the Companies to be
Listed Outside China”, the jointly promulgated by the State Council Securities
Committee for Restructuring the Economics System of the PRC and the
“Mandatory Provisions for the Articles of Associations of the Companies Listed
Outside China and held an Annual General Meeting in 1995”, the Company
has amended the Articles of Association to continuously improve its corporate
goverance and set up an enterprise model. As comparison with the “Rules for
Corporate Governance of Listed Companies” issued by CSRC, the current

corporate governance of the Company still required to improve.

Since August 2001, Xian Jiaotong University Industrial (Group) Incorporation
becomes the first substantial shareholders of the Company, no management
level officers, financial personnel, sales personnel and the Board Secretary which
are also work in the business unit of the first substantial shareholder. The
management of the Company has existed situations of which the former first
substantial shareholder (being the second substantial shareholder) Yunnan
Provincial Government’s agent Kunming Kun Ji Group Company who also
works in the Company. The Company will resolve this historical problem as

soon as practicable.

Though the corporate governance of the Company are not well in place, the
Company has set up plan and in 2002, in accordance to the “Listing Company”

Corporate Governance, it has set up the relevant details of corporate governance.
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INDEPENDENCE NON-EXECUTIVE DIRECTORS AND THEIR
DUTIES

In accordance to the Listing Rules of The Hong Kong Stock Exchange, the
Company has set up independent non-executive director rules in 1993. Since
the Company’s first directors’ meeting, there are at least three independent

non-executive directors as the member of the Board of Directors for each year.

The Company’s independent non-executive directors attend the Board Meeting
on time, strictly review the Board meeting information, gives opinion to the
Board of Directors and with an independent view and fulfill their

responsibilities seriously.



