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Report of the Supervisory Committee

To Shareholders:

During 2001, all members of the Supervisory Committee (“the Supervisory
Committee”) of the Company carried out the duties of supervisory
committee with diligence in accordance with relevant provisions of the
Company Law of the PRC, Listing Rule of Hong Kong Stock Exchange
Limited, the Articles of Associations of the Company and relevant laws and
regulations and with the principle of being responsible for the Company and
its shareholders. In order to improve the business standard of the members
of the Supervisory Committee and enhance the supervision function, the
Supervisory Committee studied relevant policy papers and relevant business
knowledge, participated in supervision training initiated by CHINA
PUTIAN and new financial system training organized by the Company.
These have laid down a solid foundation for the Supervisory Committee’s

business standard.

To better exercise the supervisory function of the Supervisory Committee, in
the daily course of work, members of the Supervisory Committee attended
Board meetings, administrative meetings and decision-making meetings of
the Company. The Committee performed routine monitoring on the work of
the Board of Directors and operational decision of the management,
provided opinions and suggestions regarding resolutions of those meetings,
listened carefully to the report of the financial manager regarding the
financial status and results. The Committee has also carefully reviewed and

stated the Committee’s independent opinion as follows:

1. Lawful Operation of the Company

The Supervisory Committee is of the opinion that in 2001 the
Company has operated in accordance with the relevant laws and
regulations, and the procedures have complied with the Company
Law, the Listing Rules and the Articles of Association. During the
Year, sticking to the principle of management enhancement, the
Company further established and perfected its corresponding
management rule and regulation system. The Company also made
positive efforts for its standardised operation and healthy

development, and upgraded its corporate governance standard.
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Performance of Directors, Managers and Other Senior

Management of the Company

The Supervisory Committee considers that the directors, manager and
other senior management have performed their duties diligently,
pragmatically and faithfully. No abuse of rights, infringement of laws,
regulations or the Articles of Association of the Company was found.
No act detrimental to the interests of the Company, shareholders or

staff was found.

Report of the Directors

The Supervisory Committee had a detailed review of the report of the
directors to be submitted for consideration at the Annual General
Meeting for the Year and considered that the report had objectively
and thoroughly reflected the various work conducted by the Company
in 2001 and was pragmatic and effective. The Supervisory Committee
considers the results of the Company for the Year satisfactory and is

confident in the development prospect of the Company.

Financial Report of the Company

After a detailed examination of the information including the
financial report and profit distribution plan to be submitted for
consideration at the Annual General Meeting for the Year by the
Board of Directors, the Supervisory Committee considers that the
relevant financial data objectively, truly and comprehensively
reflected the financial position, assets position and operating results
of the Company. Audit and financial management has conformed to
the relevant regulations. No inaccurate matters have yet been found.
The Supervisory Committee has noted items such as impairment
losses on plant, machinery and equipment, provision for doubtful
debts, provision for inventories and unrealised loss on unlisted equity
securities as disclosed in the financial statements of the Company and
has expressed concern. At the same time, the Supervisory Committee
suggests that the Board of Directors and the management of the
Company adopt positive and efficient measures and handle the
relevant matters appropriately so as to minimize the possibility of loss
to the Company. In addition, they are requested to promptly report

the progress of the relevant matters to the Supervisory Committee.

The financial report of the Company was audited by certified public
accountants and the auditors’ report was given. The Supervisory
Committee considers that the auditors’ report is objective and fair and

has reflected the true financial position of the Group.
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5. Connected Transactions

The Supervisory Committee considers that the connected transactions
of the Company to be ordinary and general and are fair and reasonable
as far as shareholders are concerned. It is not detrimental to the

interests of the Company.
6. Litigation

There was no litigation during the Year.

During the Year, under the enthusiastic support and help from all
shareholders together with the joint efforts of the Board of Directors and all
the staff, the Company has formulated new development strategies. The
short-term target of development adjustment has been preliminarily
achieved and the effect was remarkable. It is hoped that the Board of
Directors and the management of the Company will further enhance
meticulous organisation and operation to strengthen sales management and
proper stock arrangement, to improve the recovery of account receivables for
which provision has been made so that loss from bad debts can be
minimized; to enhance investment management, including assessing and
monitoring constructions in progress, investments on fixed assets and
external investments, so that investment mistakes can be avoided; to
strengthen the dynamics of new products exploration so that the Company

can have a sustaining development potential.
The Supervisory Committee will also continue to further standardise its
work and perform its duties with due diligence pursuant to the Company

Law and the Articles of Association of the Company so as to realize the

Company’s long term development goal and achieve another soaring.

T

Zhang Xiaocheng
Chairman of the Supervisory Committee

18 April 2002
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