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AFRICA TELECOMS COMPANY LIMITED

RESPONSE TO AFRICAN LAKES CIRCULAR TO SHAREHOLDERS

Summary

The board of Africa Telecoms Company Limited ("ATC") notes the circular sent on

6 February 2007 ("the Circular") by the board of The African Lakes Corporation

Limited ("TALC") to its shareholders in response to ATC's offer made on 19

January 2007 and comments as follows:

   •The board of TALC has recommended its shareholders to reject ATC's offer

    on the basis of a draft share purchase agreement for the sale of AfOL. There

    can be no assurance that this transaction will be completed.

   •The board of TALC has advised the rejection of ATC's offer without

    informing TALC Shareholders of the amount they may receive from the eventual

    sale of AfOL following the subsequent liquidation of TALC.

   •There is no indication in the Circular of when the share purchase

    agreement will be signed and therefore when TALC Shareholders can expect to

    receive the proceeds from the potential liquidation of TALC. An asset sale

    is a complicated process, particularly for a company in a creditors

    voluntary arrangement operating in multiple jurisdictions, and in ordinary

    circumstances can not be completed quickly.

   •ATC's Offer represents a premium of £10 (or more than 180 per cent.) over

    the placing price of TALC Shares in February 2005 when TALC last raised

    funds and a premium of approximately 199 per cent. over the last reported

    consolidated net asset value of TALC.

   •ATC announces that it has reduced the minimum acceptance level condition

    of its Offer from 75 per cent. to 50 per cent.

   •The Circular contains a number of inaccuracies and potentially misleading

    statements.

Commenting on the rejection of the Offer, Richard Bell, Director of ATC, said

"We are disappointed with the response of the African Lakes board to our offer

which we continue to believe represents good value for African Lakes

shareholders and we remain excited about our plans for building a pan-African

ICT infrastructure. By moving African Lakes' headquarters to Nairobi, we will be

creating a Kenyan-based ICT multi-national with a pan-African presence. We

believe that this will have significant benefits for East Africa at a time when

Nairobi is becoming an emerging financial hub in the region. We consider the

alternative proposed by the African Lakes board, involving the liquidation of

this 120 year old company with its long and illustrious history, to be a sad end

to a business which we want to see returned to growth and prosperity".
This summary should be read in conjunction with the full text of this

announcement. Terms used but not defined in this announcement shall have the

meanings given to them in the Offer Document issued by ATC on 19 January 2007.

Enquiries:

ATC

Richard Bell 07772 251 772

Smith & Williamson Corporate Finance Limited, Adviser to ATC

Nicola Horton 020 7131 4000

Access Media Advisory Limited, Adviser to ATC

Teresa Miles Walsh 020 7659 5525
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1. Introduction

The board of Africa Telecoms Company Limited ("ATC") notes the circular sent on

6 February 2007 ("the Circular") by the board of The African Lakes Corporation

Limited ("TALC") to its shareholders in response to ATC's offer made on 19

January 2007 for the whole of the issued and to be issued ordinary share capital

of TALC.

Set out below are a number of points raised by the Circular which ATC believes

should be considered carefully by TALC Shareholders in deciding whether to

accept the Offer.

2. No firm asset sale agreement has been entered into

The board of TALC has recommended its shareholders to reject ATC's offer on the

basis of a draft share purchase agreement for the sale of AfOL ("the AfOL

Sale"). There can be no assurance that this transaction will be completed.

In this regard it should be noted that TALC has been in an offer period since 24

May 2006 and to date the only firm offer for the Company has been made by ATC

and the potential AfOL Sale has only reached draft agreement stage.

3. Uncertainty as to amount

The board of TALC has advised the rejection of ATC's offer without informing

TALC Shareholders in the Circular of the amount they may receive from the

eventual sale of AfOL following the subsequent liquidation of TALC. An asset

sale is a complicated process, particularly for a company in a creditors

voluntary arrangement operating in multiple jurisdictions, and in ordinary

circumstances can not be completed quickly.

In this context it is worth noting that TALC has still not published its audited

consolidated accounts for the year ended 30 September 2006.

4. Uncertainty as to timing

There is no indication in the Circular of when the share purchase agreement will

be signed and therefore when TALC Shareholders can expect to receive the

proceeds from the potential liquidation of TALC.

If and when the share purchase agreement is signed, TALC would then have to be

wound up in order to return cash proceeds from the sale to shareholders. The

TALC board states in the Circular that it expects that a liquidator would be

able to pay an initial liquidation dividend to shareholders within four weeks of

an EGM approving the liquidation; no guidance is given as to how much such a

dividend would be nor how long it would be before shareholders were paid in

full. ATC understands that a liquidation of TALC would require the approval of a

75 per cent. majority of TALC Shareholders voting at an EGM; ATC's shareholders

hold in aggregate 27.2 per cent. of the issued TALC Shares and accordingly the

liquidation would require their approval (or abstention).

5. Detailed response to Circular

The Circular and the announcement of TALC's rejection of the Offer released on 5

February 2007 ("the TALC Announcement") contain a number of inaccuracies and

potentially misleading statements. These are set out in detail below together

with other points arising from the Circular and the TALC Announcement:

5.1 Background

ATC wishes to correct a number of inaccuracies in TALC's description of the

background to the Offer as set out in the Circular and the TALC Announcement.

ATC had been in lengthy discussions with TALC about an agreed offer and the

board of TALC agreed in November 2006 that an offer by ATC of £13.30 in cash per

TALC Share (rather than the £15.50 Offer as per the Circular) would be capable

of securing its recommendation. The TALC board subsequently withdrew its

potential support informing ATC that another potential offer had emerged that

could yield a higher value for shareholders. The board of TALC then indicated to

ATC that it planned to conduct a sealed bidding process in competition with a

potential acquiror of AfOL in which the bidding process would allow one bid per

party and the highest would win; counterbidding would not be permitted thus

potentially preventing shareholders from realising a higher value for their

shares. ATC felt the proposed process to be too much at the board's discretion

rather than that of TALC Shareholders, particularly as the other offer was for

AfOL with the eventual proceeds to TALC Shareholders and timing thereof being

difficult to determine with any precision. ATC accordingly decided to proceed on

28 December 2006 with the announcement of a higher offer of £15.50 in cash per

TALC Share and, although not recommended, ATC did not view the Offer as hostile

in nature and continued to seek a recommendation from the TALC Board. Indeed,

although the Circular describes the announcement of the Offer as hostile, TALC

did not use this term in its initial response to the Offer announced on 29

December 2006 and, through its advisers, did engage in discussions with ATC

about a possible recommendation of its offer.

In January 2007, ATC was informed that TALC was seeking to obtain irrevocable

undertakings from certain of its major shareholders to approve the AfOL Sale.

Such undertakings would have potentially frustrated ATC's Offer and indeed any

other potential offer for TALC. Although significantly ATC was not approached by

TALC at this stage to discuss increasing its offer, ATC was told by one of the

major shareholders approached by TALC that, in view of the uncertainties

associated with the AfOL Sale, it would irrevocably undertake to accept an

increased offer by ATC of £18.50 in cash per TALC Share if ATC announced such an

offer by 26 January 2007. Accordingly ATC announced the intention to make an

increased offer and the undertaking on 26 January 2007. The undertaking,

although entered into in good faith by both parties, was subsequently ruled by

the Panel Executive to be ineffective and the increased offer did not proceed.

The TALC Announcement refers incorrectly to ATC seeking irrevocable undertakings

from two shareholders in relation to its increased offer when such an

undertaking was offered only by one shareholder and was not sought from this

shareholder. No other TALC shareholder was contacted by ATC in relation to

obtaining irrevocable undertakings to accept the increased offer and TALC's

statement is factually incorrect.

5.2 CVA

TALC, in assessing the AfOL Sale in the Circular, states that the creditors in

TALC's creditors voluntary arrangement would receive their claims in full as

though this in some way distinguishes the AfOL Sale from ATC's Offer.

ATC's intention is to act in good faith with respect to the CVA, a fact which

ATC has communicated to the CVA administrator and to TALC both in person and in

writing. It is unclear why TALC would mention this in relation to a

recommendation to reject ATC's Offer, however if the implication is that ATC

would do anything other than honour the claims of creditors then it is without

basis.

5.3 Future for AfOL's customers and employees

TALC's refers in the Circular to staff rationalisation in Kenya in connection

with the Offer. This is of great concern to ATC in view of the fact that it has

made it very clear to TALC that it intends to retain AfOL's existing Kenyan

employees and indeed hire additional employees in that country.

The implementation of ATC's pan African infrastructure plans is expected to

improve significantly the services offered to AfOL customers. ATC intends to

continue the commercial relationships that have been built with international

partners. In Kenya in particular ATC's plans are expected to result in the

emergence of a business with significant scale. In this context, it is difficult

to understand the justification for TALC's comment about staff rationalisation

in the Circular.

5.4 Underperformance

TALC describes AfOL in the Circular as one of the key forces in the growing

African telecommunications industry.

Over the period from 2000 to 2006, it has been estimated that internet usage in

Africa has increased by over 600%. Conversely, in the three years ending 30

September 2005, TALCs internet revenues fell by approximately 25 per cent.. ATC

believes this failure is a result of fundamental mismanagement of AfOL's

business.

5.5 Public announcement of acceptances

TALC states in the TALC Announcement that following the Panel ruling ATC made a

press comment that it had secured control of TALC. This is untrue.

Since the irrevocable undertaking was ruled ineffective, the only public

announcement by ATC referring to acceptance levels was made on 2 February 2007

when ATC made it clear that, following the Panel ruling, it had irrevocable

undertakings to accept the Offer in respect of 27.2 per cent. of TALC's issued

share capital.

5.6 Lapsing of Offer

TALC states in the Circular that the Offer will lapse automatically if it does

not receive acceptances of not less than 75.1% of TALC's issued shares.

As set out in the Offer Document, ATC has the ability at its discretion to

reduce the acceptance condition from 75% to 50% and TALC's statement is

therefore potentially misleading.

ATC announces today that it has reduced the minimum acceptance level condition

of its Offer from 75 per cent. to 50 per cent. of the TALC Shares to which the

Offer relates plus one TALC Share.

5.7 Directors' bonus

The Circular refers to the payment of a bonus of £100,000 to two executive

directors.

ATC is seeking clarification as to the timing and appropriateness of the award

of the bonus in the context of its Offer.

6. Conclusion

ATC continues to believe that its Offer represents good value for TALC

Shareholders representing as it does a premium of £10 over the placing price of

TALC Shares in February 2005 when TALC last raised funds. The Offer also

represents a premium of approximately 199 per cent. over the last reported

consolidated net asset value of TALC.

7. General

This announcement does not constitute, or form part of, any offer for, or any

solicitation of any offer for, securities. Any acceptance or other response to

the Offer should be made only on the basis of information referred to in the

Offer Document and the Form of Acceptance.

The Offer is not being made, directly or indirectly, in or into the United

States, Canada, Australia or Japan or any other jurisdiction where it would be

unlawful to do so.

The Offer is on the terms and is subject to the conditions which are set out or

referred to in the Offer Document and the Form of Acceptance.

Smith & Williamson, which is authorised and regulated in the United Kingdom by

the Financial Services Authority, is acting exclusively for ATC and for no one

else in connection with the Offer and the matters described herein and will not

be responsible to anyone other than ATC for providing the protections afforded

to its customers or for giving advice in relation to the Offer or any other

matter referred to herein.

The ATC Director accepts responsibility for the information contained in this

announcement save that the sole responsibility accepted by the ATC Director in

respect of information relating to TALC, the directors of TALC and persons

connected with them has been to ensure that it has been correctly compiled from

published resources and is fairly reproduced and presented. Subject as

aforesaid, to the best of the knowledge and belief of the ATC Director (who has

taken all reasonable care to ensure that such is the case) the information

contained in this announcement for which he accepts responsibility is in

accordance with the facts and does not omit anything likely to affect the import

of such information.

This announcement may contain certain forward-looking statements concerning the

Offer, ATC and TALC. These forward-looking statements can be identified by the

fact that they do not relate only to historical or current facts.

Forward-looking statements often use words such as "anticipate", "target",

"expect", "estimate", "intend", "plan", "goal", "believe", "will", "may",

"should", "would", "could" or other words of similar meaning. By their nature,

forward-looking statements involve risk and uncertainty, and the factors

described in the context of such forward-looking statements in this announcement

could cause actual results and developments to differ materially from those

expressed in or implied by such forward-looking statements. Should one or more

of these risks or uncertainties materialise, or should underlying assumptions

prove incorrect, actual results may vary materially from those described in this

document. ATC assumes no obligation to update or correct the information

contained in this announcement, whether as a result of new information, future

events or otherwise, except to the extent legally required.
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