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(Incorporated in the Cayman Islands with limited liability)

PROPOSAL FOR REDUCTION OF SHARE CAPITAL

The Board intends to put forward the following proposal relating to the Capital Reduction in the following manner:

(i)
the nominal value of each of the 422,105,230 issued Existing Shares will be reduced by HK$4.90, from HK$5.00 to HK$0.10, whereby the Company's existing issued share capital of HK$2,110,526,150 will be reduced by HK$2,068,315,627 to HK$42,210,523;

(ii)
the credit in the sum of HK$2,068,315,627 arising from the Capital Reduction will first be applied towards the elimination of the accumulated loss of up to HK$934,298,000 (being the accumulated loss of the Company as at 30 June 2001 as shown in the unaudited interim accounts of the Company for the six-month period ended 30 June 2001) of the Company with the balance of such credit be credited to a distributable reserve of the Company; and

(iii)
the 377,894,770 unissued Existing Shares will be cancelled and the authorised share capital of the Company will immediately thereafter be increased to HK$200,000,000 by the subsequent creation of 1,577,894,770 unissued New Shares such that the authorised share capital shall consist of 2,000,000,000 New Shares.

The Capital Reduction is conditional upon the conditions contained in the section headed "Conditions of the Capital Reduction" below.

A circular containing details of the Capital Reduction and a notice convening the EGM to approve the Capital Reduction will be sent to the Shareholders as soon as practicable.

CAPITAL REDUCTION

As at the date hereof, the authorised share capital of the Company is HK$4,000,000,000 divided into 800,000,000 shares of HK$5.00 each ("Existing Shares"), of which 422,105,230 Existing Shares are issued and are fully paid or credited as fully paid.  Since the consolidation of the shares of the Company into the Existing Shares which took effect on 29 November 2001, the Existing Shares had traded at prices below their par value, ranging from HK$1.80 to HK$3.40.  The closing price on 6 February 2002 was HK$2.375 per Existing Share.  Under the Companies Law, Cap. 22 (Law 3 of 1961, as consolidated and revised) of the Cayman Islands (the "Companies Law"), a company may not issue shares at a discount to the nominal value of such shares unless, among others, the issue is authorised by a resolution of the shareholders of the company and is sanctioned by the Grand Court of the Cayman Islands (the "Court").  With a view to providing greater flexibility to the Company in pricing future capital raising exercises when circumstances arise, the board of directors of the Company (the "Board") intends to put forward the following proposal:

(i)
the nominal value of each of the 422,105,230 issued Existing Shares will be reduced by HK$4.90, from HK$5.00 to HK$0.10, whereby the Company's existing issued share capital of HK$2,110,526,150 will be reduced by HK$2,068,315,627 to HK$42,210,523 (the "Capital Reduction");

(ii)
the credit in the sum of HK$2,068,315,627 arising from the Capital Reduction will first be applied towards the elimination of the accumulated loss of up to HK$934,298,000 (being the accumulated loss of the Company as at 30 June 2001 as shown in the unaudited interim accounts of the Company for the six-month period ended 30 June 2001) of the Company with the balance of such credit be credited to a distributable reserve of the Company; and

(iii)
the 377,894,770 unissued Existing Shares will be cancelled and the authorised share capital of the Company will immediately thereafter be increased to HK$200,000,000 by the subsequent creation of 1,577,894,770 unissued new shares of HK$0.10 each ("New Shares") such that the authorised share capital shall consists of 2,000,000,000 New Shares.

The size of each board lot of the New Shares will remain the same as that of the Existing Shares, namely 1,000 per board lot.  The New Shares will rank pari passu in all respects with each other and have the rights and privileges and be subject to the restrictions contained in the Company's articles of association.

Save for the expenses incurred in relation to the Capital Reduction, the directors of the Company consider that the Capital Reduction will have no effect on the underlying assets, business operations, management or financial position of the Company.

As at the date of this announcement, the Company has outstanding share options to subscribe for an aggregate of 15,675,000 Existing Shares.  The Company also has outstanding convertible notes in an aggregate outstanding principal amount of HK$100,000,000 convertible into 23,623,907 Existing Shares.  Assuming that all of these outstanding share options and convertible notes were to be exercised in full prior to the effective date of the Capital Reduction, an additional 39,298,907 Existing Shares would be in issue and an additional credit of HK$192,564,644.30 would arise from the Capital Reduction.  Such credit, if so arise, will also be transferred to a distributable reserve of the Company.  Details on the effect of the exercise prices of the share options as a result of the Capital Reduction will be dealt with in the circular to be despatched to the shareholders of the Company ("Shareholders").

Although the Company has no current plans to raise capital, the Company may conduct capital raising exercises, including but not limited to the issue of new shares, if and when suitable opportunities arise.  Further announcement will be made as and when required in accordance with the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited.

CONDITIONS OF THE CAPITAL REDUCTION

The Capital Reduction is conditional on the following conditions being fulfilled:

(a)
the Shareholders' approval by special resolution at the extraordinary general meeting of the Company to be convened to approve, amongst others, the Capital Reduction (the "EGM");

(b)
compliance with any conditions the Court may impose;

(c)
the confirmation by the Court and the registration by the Registrar of Companies in the Cayman Islands of an office copy of the Court order and the minute containing the particulars required under the Companies Law; and

(d)
the Listing Committee of The Stock Exchange of Hong Kong Limited granting the listing of, and permission to deal in, the New Shares.

The Capital Reduction will become effective when the conditions mentioned above are fulfilled.

FREE EXCHANGE OF CERTIFICATES FOR NEW SHARES

As the Court hearing dates have yet been confirmed, the effective date of the Capital Reduction is not ascertainable at present.  Should the Capital Reduction be effective, Shareholders may submit existing certificates for the Shares to the branch registrar of the Company, Tengis Limited, 4th Floor, Hutchison House, 10 Harcourt Road, Central, Hong Kong for exchange, at the expense of the Company, within one month from the effective date, for certificates for the New Shares.  Details of such free exchange of share certificates will be announced as soon as the effective date of the Capital Reduction is ascertained.

GENERAL

A circular containing details of the Capital Reduction as well as arrangements for free exchange of certificates for the New Shares upon the Capital Reduction becoming effective together with a notice convening the EGM to approve the Capital Reduction will be sent to the Shareholders as soon as practicable.

By Order of the Board

CCT Telecom Holdings Limited

Mak Shiu Tong, Clement
Chairman

Hong Kong, 6 February 2002

Please also refer to the published version of this announcement in the Hong Kong iMail.
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