Please also refer to the published version of this announcement in the South China Morning Post.

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this announcement, makes no representation as to its accuracy or completeness and expressly disclaims any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this announcement.
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COMPLETION OF
STRATEGIC ALLIANCE WITH TELSTRA CORPORATION LIMITED
VERY SUBSTANTIAL ACQUISITION,
MAJOR TRANSACTION AND
ISSUE OF SUBORDINATED CONVERTIBLE BONDS

ANNOUNCEMENT

The directors of Pacific Century CyberWorks Limited wish to announce that the strategic alliance with Telstra Corporation Limited was completed on 7 February 2001. 

The directors of Pacific Century CyberWorks Limited (“PCCW”) wish to announce that the strategic alliance (the “Alliance”) with Telstra Corporation Limited (“Telstra”) as described in PCCW's announcement dated 13 October 2000 and the circular to its shareholders dated 22 December 2000 (the “Circular”) was completed on 7 February 2001 in accordance with the terms described in the Circular and approved by the shareholders of PCCW at an Extraordinary General Meeting held on 16 January 2001. 

Unless the context requires otherwise, terms defined in the Circular shall have the same meaning in this announcement. 

In summary, the Alliance involves the following: 

(i) 
the merger of some of the global connectivity businesses and assets of PCCW and Telstra to create IP Backbone Company, which is to be named Reach Ltd. (“REACH”) and which will operate a global IP backbone business. In addition to the 50% interest in REACH acquired by each of PCCW and Telstra, PCCW received approximately US$1.125 billion (approximately HK$8.78 billion) and Telstra received approximately US$375 million (approximately HK$2.93 billion), respectively, in cash as the purchase price payable by REACH for their respective global connectivity businesses; 

(ii) 
the sale by PCCW to Telstra of a 60% interest in Regional Wireless Company for US$1.68 billion (approximately HK$13.1 billion) in cash. Regional Wireless Company now owns what was previously PCCW's Hong Kong wireless communications business conducted by Hong Kong CSL Limited (formerly Cable & Wireless HKT CSL Limited); 

(iii) 
the establishment of Internet Data Centre Company, in which PCCW and Telstra will each hold a 50% interest and which will own and operate a network of internet data centres, initially outside Hong Kong and Australia; and 

(iv) 
the issue to Telstra by PCCW of a US$750 million (approximately HK$5.85 billion) subordinated convertible bond for cash, with an initial conversion price of the US dollar equivalent of HK$6.886 per Share, subject to adjustments. 

In addition, the principal amount of approximately US$7.66 billion (approximately HK$59.75 billion) which was outstanding under the facilities agreement dated 29 February 2000 (the “Bridge Loan”) has been repaid in full. Pursuant to the IPBC Commitment Letter and the HKTC Commitment Letter, each of REACH and PCCW-HKT Telephone Limited (“PCCW-HKT Telephone”) has entered into definitive loan documentation with separate syndicates of lenders and have drawn down US$1.5 billion (approximately HK$11.7 billion) and US$4.7 billion (approximately HK$36.7 billion), respectively, being the full amount of the facilities, to finance, in the case of REACH, the acquisition of the respective global connectivity businesses of PCCW and Telstra as described above and, in the case of PCCW-HKT Telephone, partly to refinance the Bridge Loan and partly to provide additional working capital for PCCW and its subsidiaries.

By Order of the Board
Donald J. Hess
Company Secretary 
Hong Kong, 7 February 2001 
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