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During the reporting period, in accordance with the Company Law,
Securities Law, the Company'’s Article of Association and the state’s
relevant legislation, the Supervisory Committee complied with the
principle of honesty and good faith and discharged its duties as
assigned under relevant legislation and the Company’s Articles of
Association, and maintained the interests of the Company and its
shareholders.

N During the period, the Supervisory Committee held five
meetings to resolve on the following matters. The details
are as follows:

1) At the meeting of 5 April 2002, three supervisors
should attend and all three were present. The meeting
considered and approved the following resolution: 1)
the 2001 Supervisory Committee’s Report; 2) the
Company’s 2001 Annual Report; 3). 2002 audited
financial report; 4) 2001 Profit Distribution Plan and
Proposed 2002 Profit Distribution; 5) Proposal of
Rules of Procedure for Supervisory
Committees’Meetings; 6) Candidates for the fourth
Supervisory Committee to be submitted to General
Meeting.

2) At the meeting of 25 April 2002, three supervisors
should attend and all three were present. 1) The
meeting carried out a thorough analysis of the
financial status and completion of economic targets
achieved in the first quarter of 2002; 2) considered
and approved the Rules of Procedures for
Supervisory Committees’ Meetings.

3) At the meeting of 11 June 2002, three supervisors
should attend and all three were present. The meeting
unanimously elected Mr. Xiao Maolin as the Chairman
of the fourth Supervisory Committee with a term of
three years from 14 July 2002 to 13 July 2005.

4) At the meeting of 9 August 2002, three supervisors
should attend and all three were present. The meeting
considered and approved the Company’s 2002
Interim Report.

5) At the meeting of 5 November 2002, three supervisors
should attend and all three were present. 1) The
meeting discussed the report on implementation of
the Company’s technological innovation plan; 2)
analysed the operation of the Company for the first
three quarter of 2002.
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During the reporting period, members of the Supervisory
Committee attended all of the Board of Directors meetings
and during the meetings exercised its supervisory rights by
playing its proper supervisory role regarding the compliance
of the board resolutions with the Company Law, the State’s
legislation and the Company'’s Articles of Association and
the interests of shareholders of the Company. The
Committee also actively participated in the production,
operation, technological innovation, investment of the
Company by providing constructive opinions.

It was the opinion of the Supervisory Committee that the
Company’s directors and senior management were strictly
conscientious in carrying out their duties in accordance with
legislation and the Company’s Articles of Association in the
interest of the Company and shareholders, decision making
was legal and the Company has set up a quite complete
internal control system. There have been no instances of
behaviour which was either illegal, contrary to regulations
or the Company'’s Articles of Association or detrimental to
the interests of the Company or shareholders.

The financial statements of the Company presented by
Deloitte Touche Tohmatsu Certified Public Accountants and
Deloitte Touche Tohmatsu (Hua Yong) Certified Public
Accountants reflected the financial and operating situation
of the Company.

The price of the Company’s acquisition and sale of assets
was open, fair and reasonable, there was no insider dealing,
there were no losses to parts of shareholders rights or to
the Company’s assets.

For the Company’s connected transactions, the price was
fair and reasonable and approved by the Company’s
independent non-executive directors and did not harm
Company’s interests.

It was the opinion of the Supervisory Committee that given
the competitiveness of the market, the measures adopted
by the Company’s directors and management were effective
in terms of facilitating development of new products,
strengthening internal reform and improving financial
management. The Company’s operating results grew
substantially. We were satisfied with the work of the Board
of Directors for the past year and very confident in the future
development of the Company.

Xiao Maolin
Chairman of the Supervisory Committee

10 April 2003
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