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(Incorporated in Hong Kong with limited liability under the Companies Ordinance)

ANNOUNCEMENT
The Company was notified by the relevant regulatory authorities on 25 December 2000 that various telecommunications charges will be adjusted.  The adjustments include: (I) reduction in domestic long distance calling charges and change of billing unit; (II) reduction in international and Hong Kong, Macau and Taiwan long distance calling charges and change of billing unit; (III) reduction in line leasing fees; (IV) reduction in Internet service fees; (V) cancellation of  telecommunications services surcharge; (VI) cancellation of the limitations to certain telecommunications services fees which will be determined by the market; and (VII) trial of leasing services of optical fiber, pipe and other network elements.  The above-mentioned adjustments will take effect from 1 January 2001 unless postponed for objective reasons after obtaining approval from the relevant regulatory authorities.  However, except for China Telecommunications Corporation which must implement the above-mentioned adjustments by 1 June 2001, all other telecommunications operators must implement such adjustments by no later than 1 March 2001.

The Board estimates that after the adjustments of certain telecommunications services charges and based on the service volume for the period from June to November 2000, the income of the Company will be reduced by RMB76,660,000 in a half year period.  The costs for line leasing will be, for the same period, reduced by RMB270,000,000.  Therefore, the total profit will increase on the whole.  The above calculation has not taken into account the potential benefits to be derived from the possible increases in the number of subscribers and usage which may result from such adjustments, and the reduction of costs and the resulting revenue growth.

The board of directors (“Board”) of China Unicom Limited (“Company”) hereby announces that the Company was notified by the relevant regulatory authorities on 25 December 2000 that various telecommunications charges will be adjusted.  The adjustments include: (I) reduction in domestic long distance calling charges and change of billing unit; (II) reduction in international and Hong Kong, Macau and Taiwan long distance calling charges and change of billing unit; (III) reduction in line leasing fees; (IV) reduction in Internet service fees; (V) cancellation of  telecommunications services surcharge; (VI) cancellation of the limitations to certain telecommunications services fees which will be determined by the market; and (VII) trial of leasing services of optical fiber, pipe and other network elements.  The above-mentioned adjustments will take effect from 1 January 2001 unless postponed for objective reasons after obtaining approval from the relevant regulatory authorities.  However, except for China Telecommunications Corporation (“China Telecom”) which must implement the above-mentioned adjustments by 1 June 2001, all other telecommunications operators must implement such adjustments by no later than 1 March 2001 (“Effective Date”).

The estimated financial effects on the Company as set out below in this announcement are only estimates of the Board and have not been audited.  Investors are cautioned not to unduly rely on such estimates.

I.
Reduction in Domestic Long Distance Calling Charges and Change of Billing Unit

Domestic long distance calling charges will be uniformly adjusted from the existing four levels of charges at RMB 0.50, RMB0.60, RMB0.80 and RMB1.00 per minute to one level of charges.  The billing unit will be shortened from one minute to six seconds.  The rate of charges will be RMB0.07 for every six-second unit.

The Company has provided domestic long distance calling services since April this year.  The Company is now at the starting stage of providing such services.  Our current rate of charges is 20% lower than the state guidance rate, which is similar to the adjusted charges.  According to the estimates of the Board, the adjustment will have insignificant effect on our domestic long distance calling services.

At present, the Company has a net fixed settlement income at a rate of RMB0.14 per minute from subscribers of our cellular services using the China Telecom’s long distance network.  Such rate is not adjusted this time.  As notified by relevant regulatory authorities, the inter-network settlement standard rate will be adjusted accordingly after this adjustment.

II.
Reduction in International and Hong Kong, Macau and Taiwan Long Distance Calling Charges and Change of Billing Unit

The billing unit for international and Hong Kong, Macau and Taiwan long distance calls will be shortened form one minute to six seconds.  International long distance calling charges will no longer be dependent upon the call destination and will be uniformly adjusted to RMB0.80 for every six-second unit.  Hong Kong, Macau and Taiwan long distance calling charges will no longer be dependent upon whether the calls originate from Guangdong Province or other provinces, and will be uniformly adjusted to RMB0.20 for every six-second unit.  

After this adjustment, the rate of our international long distance calling charges will be lower than the current rate.  The Board estimates that, based upon the usage volume of the Company’s international long distance services from June to November 2000, the income of the Company will be reduced by approximately RMB6,510,000 for a half year period.  After this adjustment, the rate of our Hong Kong, Macau and Taiwan long distance calling charges will be lower than the current rate.  The Board estimates that, based upon the usage volume of the Company’s Hong Kong, Macau and Taiwan long distance services from June to November 2000, the income of the Company will be reduced by approximately RMB620,000 for a half year period.

III.
Reduction in Line Leasing Fees

Depending on the coverage and transmission rates, the domestic line leasing fees will be reduced by more than 50% on the whole and the international and Hong Kong, Macau and Taiwan line leasing fee will be reduced by an average of 72.8% compared to the current fees.  The Company may, according to the market situations, determine its own fees which shall not be lower than cost.

The current international and domestic long distance line leasing fees of the Company is 20% lower than the state guidance rate.  After this adjustment, the Board estimates that, based on the leasing line volume from June to November 2000, the income of the Company will be reduced by approximately RMB28,610,000 for a half year period.  

At present, the Company has leased certain lines from China Telecom and other telecommunications operators.  Therefore, the Company also benefits from the reduction in the line leasing fees.  For the period from June to November this year, the total line leasing fees paid by the Company is approximately RMB516,000,000.  The payment is mainly for the leasing of the trunk lines of the local networks and also includes international long distance line leasing fees which is approximately RMB16,000,000.  The Board estimates that, based on the reduced rate of line leasing fees after this adjustment and assuming the Company will be leasing the same number of lines, the payment will be reduced by approximately RMB270,000,000 for a half year period.

IV.
Reduction in Internet Services Fees

The monthly leasing fee for the local digital trunks for Internet services will be reduced from RMB4,500 to RMB2,000.  Such reduction will have a positive impact on the Company as the costs for the provision of Internet services will be reduced.  

In addition, the significant reduction of charges for Internet dialing connection will stimulate the growth of the number of Internet subscribers and the Company will benefit therefrom.  The Company may determine its own network usage fees and this will increase the Company’s competitiveness in the provision of Internet services.

V.
Cancellation of  Telecommunications Services Surcharges

From the Effective Date, all existing surcharges to the basic telecommunications services charges will be cancelled.

The Board estimates that the Company collected a total amount of approximately RMB40,920,000 of telecommunication services surcharges for the period from June to November 2000.  Although this adjustment will reduce part of income of the Company in the short term, the Company believes that such adjustment will increase the Company’s competitiveness in term of pricing.

VI.
Cancellation of the Limitations to Certain Telecommunications Services Fees which Will Be Determined by the Market

The limitations to paging services charges, IP telephony services charges, server hosting charges and other value-added services fees including subscriber transfer charges, call forwarding, caller number display and short messaging fees will be cancelled and the operators may determine its own charges.

The Company believes that after the cancellation of the limitations to telecommunications services fees, the Company will increase its competitiveness through its increasing potential and marketing strategies as a result of market segmentation and flexible pricing policies.

VII.
Trial of Leasing Services of Optical Fiber, Pipe and Other Network Elements

The Company owns a nationwide optical fiber network with a total length of more than 120,000 kilometers, of which the length of the long distance optical fiber elements is more than 50,000 kilometers. Such fiber optic network has network elements including wide band transmission networks, wide band data networks and wide band IP networks.  As a result, the Company believes that it has a competitive advantage in carrying out the trial of leasing services of optical fiber, pipe and other network elements.
Effect of these adjustments

The Board estimates that after the adjustments of certain telecommunications services charges and based on the service volume for the period from June to November 2000, the income of the Company will be reduced by RMB76,660,000 in a half year period.  The costs for line leasing will be, for the same period, reduced by RMB270,000,000.  Therefore, the total profit will increase on the whole.  The above calculation has not taken into account the potential benefits to be derived from the possible increases in the number of subscribers and usage which may result from such adjustments, and the reduction of costs and the resulting revenue growth.

The Board believes that since the Company is allowed to determine its IP telephony charges and wireless paging services charges as a result of such adjustments and with the asymmetric regulations from certain regulatory authorities, the Company can further increase its competitiveness as it has more discretion in formulating its pricing policies. 

The above are for reference only.  Although the income of the Company will be reduced by the adjustment of certain telecommunications charges, the Board believes that such adjustments will also enhance the increase in usage and the rapid growth of the PRC telecommunications market.  They will also be beneficial to the long-term development of the Company and the PRC telecommunications industry. 

In the meantime, investors are advised to exercise caution in dealing in the securities of the Company.

By the order of the Board
China Unicom Limited

Li Zhengmao
Company Secretary

Hong Kong, 28 December 2000
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