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Pacific Century CyberWorks Limited

(Incorporated in Hong Kong with limited liability)

APPROVAL OF APPLICATION OF MODIFIED ASSETS TEST UNDER THE MODIFIED CALCULATION CONCESSION IN ACCORDANCE WITH THE FURTHER GUIDELINES FOR ISSUERS WITH NEGATIVE OR NEGLIGIBLE NET TANGIBLE ASSETS AS SET FORTH IN THE ANNOUNCEMENT BY THE STOCK EXCHANGE DATED AUGUST 24, 2001

The directors of Pacific Century CyberWorks Limited (the "Company") wish to announce that on August 30, 2001 The Stock Exchange of Hong Kong Limited (the "Stock Exchange") approved the Company's application for the right to apply the "modified assets test" (as described in the Stock Exchange's announcement dated August 24, 2001 (the "Announcement")) for purposes of Rules 14.24(5) and 14.25(1) and for purposes of certain provisions of Appendices 7A and 16, and Practice Notes 13, 15 and 19, of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the "Listing Rules"), as more fully described below.


The directors of the Company wish to announce that on August 30, 2001 the Stock Exchange approved the Company's application for the right to apply the "modified assets test" (as described in the Announcement) for purposes of Rules 14.24(5) and 14.25(1) and for purposes of certain provisions of Appendices 7A and 16, and Practice Notes 13, 15 and 19, of the Listing Rules, as more fully described below.

Reason for the Company's Application

The Company has negative net tangible assets as a result of the requirement under the relevant accounting standards to write-off to reserves HK$172,014 million goodwill arising from the acquisition of subsidiaries, including the acquisition of Cable & Wireless HKT Limited (now called PCCW-HKT Limited) ("HKT"), on August 17, 2000.  The negative net tangible asset value of the Company does not arise as a result of operational losses.

As a result of the negative net tangible asset value of the Company as described above, the Company may have difficulties in complying fully with those provisions of the Listing Rules which require comparisons to be made with its net tangible assets or net assets.  

As the Stock Exchange has noted in the Announcement, adoption of the modified assets test under the Modified Calculation Concession will ensure investor protection without imposing undue costs for issuers' compliance.

Basis for the Company's application 

The Company's application for the right to apply the "modified assets test" under the Modified Calculation Concession as described above was based on the unaudited pro forma consolidated balance sheet as at December 31, 2000, which was published in the Company's announcement dated June 1, 2001.

Based on the Company's unaudited pro forma consolidated balance sheet as at December 31, 2000, which was published in the Company's announcement dated June 1, 2001, the "modified assets" of the Company are equal to HK$43,324 million, being gross assets (HK$59,588 million) less intangibles (HK$3,242 million) and current liabilities (HK$13,022 million).

Application of the "Modified Assets Test" under the Modified Calculation Concession

The Stock Exchange approved the Company's application for the right to apply the "modified assets test" under the Modified Calculation Concession with respect to the following items set forth in the Announcement:

1.
Modified Assets Test Only while Maintaining the Percentage Ratios Prescribed under the Relevant Rules


In relation to references to net tangible assets, or net assets, as applicable, in the following rules, the basis set out in the modified assets test under the Modified Calculation Concession will be adopted as the basis for comparison to determine the relevant disclosure requirements under those rules:


·
Paragraph 17(2) of Appendix 7A;


·
Paragraph 5.1 of Practice Note 13;


·
Paragraph 3(e)(ii) of Practice Note 15;


·
Paragraph 36 of Appendix 16; and


·
Paragraph 1.3 of Practice Note 19.


Since the numerator and denominator will be using the same modified basis, there is no need to change the current percentage ratios prescribed under these rules.

2.
Modified Assets Test and Different Percentage Ratios


For the following rules, in relation to references to net tangible assets, or net assets, as applicable, the basis set out in the modified assets test under the Modified Calculation Concession will be adopted as the basis for comparison to determine the relevant disclosure or shareholder approval requirements.  In addition, percentage ratio thresholds prescribed under those rules will be amended as a result of the change in basis:

·
Paragraph 15.2 of Appendix 16 - ratio of 1%;

·
Paragraph 23 of Appendix 16 - ratio of 5%;

·
Paragraph 3.2.1 of Practice Note 19 - ratio of 8%;

·
Paragraph 3.2.2 of Practice Note 19 - ratio of 3%; and

·
Paragraph 3.3 of Practice Note 19 - ratio of 8%.

3.
Connected Transactions


In relation to references to net tangible assets set out under Rules 14.24 and 14.25 for connected transactions, the basis set out in the modified assets test under the Modified Calculation Concession will be adopted.  In addition, the percentage ratio thresholds to determine disclosure and shareholder approval requirements will be amended as follows:-


·
in Rule 14.24(5) the applicable threshold will be the higher of either:



(i)
HK$1,000,000, or



(ii)
0.01 per cent of the modified assets basis.  


Based on the Company's unaudited pro forma consolidated balance sheet as at December 31, 2000, which was published in the Company's announcement dated June 1, 2001, the relevant threshold in sub-item (ii) above is equal to HK$4.33 million.

·
in Rule 14.25(1) the applicable threshold will be the higher of either:

(i)
HK$10,000,000, or

(ii)
1 per cent of the modified assets basis.


Based on the Company's unaudited pro forma consolidated balance sheet as at December 31, 2000, which was published in the Company's announcement dated June 1, 2001, the relevant threshold in sub-item (ii) above is equal to HK$433.24 million.

Period for which the Modified Assets Test will apply 

The Stock Exchange's approval for the use of the modified assets test described above will remain in effect from August 30, 2001 until the publication or the due date of publication of the Company's next annual report, whichever is earlier. 

By Order of the Board

Donald J. Hess

Company Secretary

Hong Kong, August 31, 2001

"Please also refer to the published version of this announcement in the SCMP-Clasasified"
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