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SIGNIFICANT EVENTS

1. Anti-dumping investigation of imported optical fibres

The Ministry of Commerce of the PRC (the “Ministry of
Commerce”) published an announcement (No. 24 of
2003) on 1 July 2003 stating a file had been opened for
carrying out an anti-dumping investigation on imported
non-chromatic dispersion displacement optical fibres
originating from the US, Japan and South Korea (the
“Anti-dumping Investigation”).

If the Ministry of Commerce were to find the dumping
accusation in its preliminary ruling in the affirmative, it
will take provisional anti-dumping measures against the
imported products under investigation from the date of
the announcement of the preliminary ruling. The
importers, when importing products under investigation
originating from the US, Japan and South Korea, must
provide a cash security deposit accordingly to the PRC
customs authority on the basis of the extent of the anti-
dumping determined in the preliminary ruling.
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Following the preliminary ruling, the investigating
authorities will conduct further investigation to reach a
final ruling. Once an affirmative final ruling is made, the
importer must pay an anti-dumping tax accordingly to
the PRC customs authority for a period of five years
when importing the subject products originating from
the aforesaid countries. The cash security deposit already
paid by the importer to the PRC customs authority
according to the preliminary ruling should be converted
to anti-dumping tax, calculated on the basis of the scope
of products on which the anti-dumping tax is levied, and
on the tax rate found in the final ruling.

The anti-dumping investigation will have an impact on
the Group with respect to:

SEI

The anti-dumping investigation will produce a major
impact on the expansion of the market share of the PRC-
made optical fibres and on the improvement of the
PRC’s optical fibre industry as a whole, and will be
beneficial to the improvement of the competitive
environment among domest ic opt ical  f ibre
manufacturers. For instance, the share of the domestic
optical fibre market will be increased as a result of the
effective restriction on the import of optical fibres such
that domestic optical fibre manufacturers will be able to
capture more opportunities. Hence, the outcome of the
final ruling of the Ministry of Commerce is expected to
produce a positive impact on the operation of SEI.

CCS

CCS, being an optical fibre importer, is an interested
party.

a. Before the outcome of the preliminary ruling was
released, the anti-dumping investigation did not
have an impact on CCS. The outcome of the
preliminary ruling was released in about 8 to 11
months.
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b. If the dumping accusation is ruled to be true, it is
stipulated that the PRC customs authority will
charge the importer a cash security deposit and
impose an anti-dumping tax thereon on the basis
of the percentage of dumping. The applicant for
anti-dumping of optical fibres believes that the
dumping of US-made optical fibres represented
21.66% (the actual percentage to be determined
by the Ministry of Commerce). Since CCS mainly
uses optical fibres from Corning International
Corporation of the US, the anti-dumping
investigation is expected to produce a certain
impact on CCS.

2. Land use right

During the Period, a piece of land with an area of
0.7153 mu where the headquarters of the Company is
located was requisitioned by the Management
Committee of Chengdu High-Tech Enterprise
Development District to satisfy the needs for
construction and development in Chengdu for
RMB500,000 as compensation. The Company already
received RMB500,000 as compensation on 17 March
2003.

3. Sichuan Provincial Telecommunications Cable Plant Co.,
Ltd. (“STCP”)

STCP was jointly established by the Company and the
Sichuan Provincial Postal and Telecommunications
Company (“STC”) of China Telecom Group in 1999. Its
principal product was plastic telephone cable. Its total
registered capital was RMB56,000,000. In March of
2001, as China Telecom Group implemented the policy
for the separation of principal and sideline businesses,
STC was renamed as Sichuan Telecommunications
Industrial Holdings Co. Ltd. (“STIH”). STIH owned
70.04% of the shareholding of STCP and the Company
owned 29.96% of the shareholding. In January 2003,
STIH proposed to terminate the operation of STCP in
order to comply with the listing requirements of China
Telecom Group. The Company has taken into account
the losses of STCP continuously over the past few years,
and considered that it was difficult to continue with its
operation. The Company also agreed to STIH’s request.
Therefore, both parties agreed to liquidate STCP.
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STIH is not a connected person of the Company (as
defined in the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited (the
“Listing Rules”).

It was agreed at the 15th meeting of the third Board of
Directors that the Company would acquire STCP’s
remaining assets upon completion of STCP’s liquidation.
Negotiations with STIH and appraisal of STCP’s assets by
the Company are underway. The acquisition is expected
to be completed in 2003.

An announcement will be made accordingly subject to
the size and progress of the acquisition.
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