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MAJOR EVENTS

General Corporate Goverance
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The Company complies 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.

During the period, the Company have resolved the appointment of
directors in both the Kunji Group Company Limited (An enterprise
owned by Yunnan Provincial People’s Government) the 2nd
substantial shareholder of the Company) and the Company. During
the period, the Company’s directors, supervisors and senior
management has adopted the statement issued by the China
Securities Regulatory Commission (“CSRC”) and the state Economic
and Trade commisson about the modern development of corporate
goverance of listed companies. Pursuant to the requirement, the
Company has evaluated its coporate system and produced a self-
evaluation report. After examining the report at the Board of Director
meeting, the report has passed to respective department.
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During the period, the Company has not yet set up the strategic
committee, audit committee, salary committee and review
committee. In order to improve its corporate governance and further
adoption of the “Rules for Corporate Goverance of Listed Company”,
the Company is engaged in an organisation re-engineering and
amended several corporate regulations and system rules, which
included the description of duties and regulations on the meetings
of the shareholders, supervisors and directors etc.

Interim dividend and proposal of conversion of statutory
surplus reserve to share capital

The Board of Directors has resolved that no dividend was declared
for the first half year in 2002 and no statutory surplus reserve was
converted to share capital in the period. No final dividend was
declared for 2001 and no statutory surplus reserve was converted
to share capital for 2001.

Major Litigation
The Group did not have any major litigation during the period.
Major asset take-over, disposal and progress

On 12th November, 2001, the Company entered into an agreement
with Xian Jiaotong University Industrial (Group) Incorporation and
its subsidiary, Shannxi Hengtong Machine Company Limited, to take
over their assets with RMB86,819,000. The Company also entered
into another agreement with Yunnan Provincial People’s Government
to dispose their assets at RMB91,581,000. Pursuant to the
extraordinary general meeting of the Company held on 31st
December, 2001, the assets restructuring was approved by the
Company’s Shareholders.

Except the legal document on transfer of ownership on land use
right and house entitlement, all the remaining documents on take-
over and disposal of assets have already been completed.

The above agreements, extraordinary general meeting’s decision
and progress in transfer of ownership were already published on
“Shanghai Security Post”, “Hong Kong Economic Time” and “Hong
Kong iMail” on 15th November, 2001, 4th January, 2002 and 2nd
July, 2002 respectively.

The above asset takeover generated additional sales revenue of
RMB12,330,000 and net profit of RMB1,439,000 during the reporting
period.

Significant Connected Transactions

Except the transactions described in note 4, no significant connected
transactions occurred during the period.
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Designated arrangement and security investment

(1) Pursuant to a designated agreement entered into between the
Group and EEBSFLLBRET AR ([EEFH]) on April
2002 to designate cash of RMB50,000,000 to E i %. Such
arrangement would be effective from 5th April, 2002 to 31st
December, 2002.

(2) The Group invested RMB14,825,000 in securities. The total
market value of the securities is RMB11,539,000 at the end of
the period and the provision for diminution in value is
RMB3,286,000.

The above transactions have been approved by the Board of
Directors in the meetings.

Corporate Guarantee

The Company had not entered into any corporate guarantee during
the period.

Auditors

Approved by the Annual General Meeting of the Company on 27th
June, 2002, Messrs. Deloitte Touche Tohmatsu and Messrs. Deloitte
Touche Tohmatsu Shanghai CPA were re-appointed as auditors of
the Company for the year ending 31st December, 2002.

Directors, supervisors and senior management’s rights to
acquire shares or debentures

At no time during the period was the Company a party to any
arrangements to enable the directors, supervisors or member of
senior management of the Company or their spouses or children
under 18 to acquire benefits by means of the acquisition of shares,
or debentures of the Company or any other body corporate.

Convertible securities, options, warrants or similar rights
The Company has not issued any convertible securities, options,
warrants or similar rights during the period.

Purchase, sale or redemption of the Company’s listed
securities

The Company has not purchased, sold, redeemed or cancelled any
of its listed securities during the period.

Corporate Governance
The Company has complied throughout the period with the Code of

Best Practice as set out in Appendix 14 of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited.
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13, ZH6A8 K B 0 R ) A8 13. Designated Deposit and Maturity of Time Deposit
BEPAEEU BT REESIESRILE During the period, the Group had no designated deposit arrangement
GFEZRGER  MEEGTEHRZEHFERTIR with financial institutions or non-financial institutions, nor any fixed
2RI BT X RAEE B #1505 © deposit that has matured but could not be recovered.
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