Dear shareholders,

The Supervisory Committee was established on 9 September 2004. During
the year, all members of the supervisory committee have honestly, duly
and diligently performed their duties in compliance with the Company
Law of the People’s Republic of China, the Listing Rules and the Articles
of Association of the Company.

The Supervisory Committee participated in the Board meetings and the
significant events, reviewed the financial, daily management and operating
activities of the Company and provided their opinions. The Supervisory
Committee is satisfied with the operating performance of the Company
in 2004 and has found no detriment to the interests of the shareholders
and the Company or breach of the Articles of Association and relevant
laws.

The Supervisory Committee has reviewed the report of the Directors,
audited accounts and profit distribution plan and other matters to be
proposed at the 2004 annual general meeting and is of opinion that
there is no irregularities.

The Supervisory Committee has watched over members of the Board, the
chief executive and senior managment in performing their duties, and is
of opinion that members of the Board, the chief executive and other
senior management members have been performing their duties in a
diligent and honest manner and in the interests of the shareholders and
the Company. The operation of the Company is sound.

The Supervisory Committee is confident in the prospect of the Company
and will proceed to carry out effective supervision on the operation of
the Company to safeguard the interests of the shareholders as a whole
and the Company.

By order of the Supervisory Committee
Niu Xin’an
Chairman of the Supervisory Committee

Xianyang, the PRC
24 March 2005



