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To Shareholders:

I am pleased to present the report of the Company for the year ended 31
December 2001 (the “Year”) and would like to express our kind regards to
all shareholders on behalf of the board of directors of the Company (the

“Board of Directors”) and all members of staff.

2001 is the first year of the new century and also an extraordinary year for the
Company. During the Year, the Company’s operational conditions have gone
through great changes in terms of both external environment and the industry
itself. Factors such as the gradual recession of world economy, the bursting of
the IT. industry bubble, and drastic decline of consumption need have moved
the global telecommunication industry into an inert state. Although
telecommunication was still the focused industry in China and has maintained
rapid growth, uncertain factors such as strategic re-organization of
telecommunication industry in the PRC, over-competition in the market and
sudden change of social demand have brought us both challenges and

opportunities.
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Honesty and practicality are the basic principles of corporate development.
During 2001, the Company overcame difficulties arising from drastic
changes in the market with practical actions. Under the strategic objective
of “adjustment, development, expansion and soaring”, the Company focused
on developments as well as profits and adopted the working guideline of
“strengthening corporate governance, controlling finance cost, developing
new products and multiplying the profit”. With such focuses and diligent
work, the Company has achieved outstanding effect and satisfactory results,

laying down solid foundation for future expansion and development.

During the past year, the Company strengthened the investment in and
management of joint venture companies. In as early as 2000, the Board of
Directors accurately anticipated that there would be a short period of
shortage in the supply of optical fibres and optical fibre cables. We therefore
immediately purchased the necessary equipment to expand production
capacity. Chengdu CCS Optical Fibre Cable Co., Ltd. (“CCS”) and Chengdu
SEI Optical Fibre Co., Ltd. (“SEI”) have just grasped the opportunity in the
optical fibres and optical fibre cables market in the first half of 2001 and
have achieved the best results in the Company’s history. Now the two
companies are implementing plans to expand the production capacity. Upon
completion of these plans, capacity of the above two companies will be
enlarged and their competitiveness will be enhanced. The Company offered
timely, effective guidance and assistance to those joint ventures with stable
production and operation, which helped them to sustain and expand their
market under the tough market condition and to realise their strong
potential. Dongguan CDC Cable Factory Co., Ltd., Chengdu Cable Plant of
the Ministry of Posts and Telecommunications Shuangliu Heat Shrinkable
Products Sub-plant, Chengdu MCIL Radio Communications Cable Co. Ltd.,
Chengdu Cable Plant of the Ministry of Posts and Telecommunications
Panjiu Sub-Plant and Chengdu Bada Connector Company Limited have
achieved satisfactory operation results. As for those joint ventures with less
satisfactory results, the Company has taken timely measures to formulate
practical adjustment or re-organization plans. As a result, some companies
have achieved a turnaround profit or significant growth of profit within a

short period of time.

The favourable operation results of joint venture companies have contributed
considerably to the improvement of the Company’s profitability. As a model and
propeller, their effective operation system lays down solid foundation for the
Company’s reform and development. Headquarters of the Company also serves
as a model of improvement and demonstration and has devoted significant
efforts in deepening reform, strengthening management, enhancing financial
supervision, optimizing technological and innovation system, adjusting product
mix and establishing incentive-stimulation mechanism. All these efforts have
created encouraging outcomes and boosted our confidence in the Company’s

future development.
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Looking ahead, the situation in the forthcoming year is still tough with
many difficulties. Given the uncertainties, we still maintain confidence in
the development of the telecommunication industry. Internationally,
influenced by recession of world economy, especially the “11 September
incident” in the US, we will confront an economic situation even severer
than the Asian Financial Crisis. However, the sustained development of
international telecommunication industry is still consonant with the world
economy and social progress. Domestically, given the implementation of the
Tenth “Five-Year” Plan and the grand development strategy of western
region by the State, we are entering a new stage of nationwide production of
information technology. Upon the entry into WTO and completion of re-
organization of telecommunication industry the framework of our country’s
telecommunication industry has been set out. It is certain that a new round
of grand development and heated competition is about to begin. The key for
us is to firmly grasp the opportunity and overcome the challenge. The
Company will ceaselessly work hard in changing values, strengthening
internal reform, enhancing corporate governance, expanding sales team,
exploring the market, facilitating development of new products, managing
capital operation and controlling finance cost so as to realize the strategic
objective of “expansion and soaring” and create more benefits for our

shareholders.

I would like to take this opportunity to express gratitude on behalf of the
Board of Directors to all shareholders for your trust and support given, and

to our staff for their hard work throughout the Year.

A

Xu Mingwen

Chairman

18 April 2002
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