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City Telecom (H.K.) Ltd. (the "Company") is furnishing under cover of Form 6-K the
following document: document dated January 24, 2002 describing a Rights Issue that the
Company recently concluded.
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Pursuant to the requirements of Section 12 of the Securities Exchange Act of 1934, the
registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto
duly authorized. ~

CITY TELECOM (H.K.) LIMITED

By: /s/ Corinna Sio
Name: Corinna Sio
Title: Finance Director

Dated: January 31, 2002




IMPORTANT

If you are in any doubt as to any aspect of this circular or as to the action to be taken, you should
consult your stockbroker or other registered dealer in securities, bank manager, solicitor, professional
accountant or other professional adviser.

If you have sold all your shares and/or warrants in City Telecom (H.K.) Limited, you should at
once hand this circular to the purchaser or to the bank, stockbroker or other agent through whom
the sale was effected for transmission to the purchaser.

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this circular,
makes no representation as to its accuracy or completeness and expressly disclaim any liability
whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the
contents of this circular.
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DEFINITIONS

In this circular, the following expressions have the following meanings unless the context

requires otherwise:
“Board”

“CHL”

“Company”

“Companies Ordinance”

“CTIL”

“Directors”
G‘Group77
&SHK$7’

“HKBN”

“HKBN Shares”

“Hong Kong”

“Latest Practicable Date”

“Listing Rules”

“Mr. Cheung”
“Mr. Wong”

“Options”

the board of directors of the Company

Credibility Holdings Limited, a company incorporated
on 18th December 1998 and a wholly owned subsidiary
of the Company

City Telecom (H.K.) Limited, a company incorporated
in Hong Kong with limited liability and the securities

of which are listed on the Stock Exchange

the Companies Ordinance (Chapter 32 of the Laws of
Hong Kong)

City Telecom International Limited, a company
incorporated on §th May, 1997 and a wholly owned
subsidiary of the Company

directors of the Company

the Company and its subsidiaries

Hong Kong dollars

Hong Kong Broadband Network Limited, a company
incorporated in Hong Kong and a subsidiary of the
Company ‘

shares of HK$1.00 each in the capital of HKBN

the Hong Kong Special Administrative Region of the
People’s Republic of China

18th January, 2002, being the latest practicable date prior
to the printing of this circular for ascertaining certain

information referred to in this circular

the Rules Governing the Listing of Securities on the
Stock Exchange

Mr. Cheung Chi Kin, Paul, an executive Director
Mr. Wong Wai Kay, Ricky, an executive Director
outstanding share options of the Company to subscribe

for Shares granted pursuant to the share option scheme
adopted by the Company on 12th July, 1997
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“Qualifying Shareholders”

“Rights Issue”

“Rights Shares”

“SDI Ordinance”

“Shareholders”
“Shares”
“Stock Exchange”

“Subscription”

“Warrantholder(s)”

“Warrants”

u%”

shareholders of HKBN whose names appeared on the
register of members of HKBN on 14th December, 2001

the rights issue of HKBN of 333,000 HKBN Shares at
HK$600 per Rights Share (in the proportion of 3.33
Rights Shares for every existing HKBN Share) payable
in cash in full on acceptance

HKBN Shares to be allotted and issued pursuant to the
Rights Issue ,

the Securities (Disclosure of Interests) Ordinance
(Chapter 396 of the Laws of Hong Kong)

holders of Share(s)

shares of HK$0.10 each in the capital of the Company

- The Stock Exchange of Hong Kong Limited

the subscription of an aggregate of 283,049 Rights Shares
at the price of HK$600 per Rights Share pursuant to the
Rights Issue by CTIL and CHL respectively

means holder(s) of Warrants

warrants initially carrying rights entitling the holders
thereof to subscribe up to a maximum aggregate amount
of HK$39,325,920 for new Shares at an initial
subscription price of HK$0.40 per Share (subject to
adjustment) at any time on or before 1st November,
2004, subject to the terms of the documents constituting
the Warrants

per cent
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(1]
CITY TELECOM (H.K.) LIMITED
(B EMR(ERB)BR2A)

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

Executive Directors: Registered Office:
Wong Wai Kay, Ricky 14th-16th Floors
Cheung Chi Kin, Paul Trans Asia Centre
Chong Kin Chun, John 18 Kin Hong Street
Fung So Mui, Fion Kwai Chung

Sio Veng Kuan, Corinna Hong Kong

To Wai Bing

Independent Non-executive Directors.
Cheng Mo Chi, Moses

Lee Hon Ying, John

Chan Kin Man

24th January, 2002
To the Shareholders and, for information only, the Warrantholders
Dear Sir or Madam,
DISCLOSEABLE TRANSACTION

INTRODUCTION

On 2nd January, 2002, the Board announced that CTIL and CHL, both of which are wholly-
owned subsidiaries of the Company, had subscribed an aggregate of 283,049 Rights Shares in
HKBN, a non-wholly owned subsidiary of the Company pursuant to the Rights Issue.

The Rights Shares were issued and allotted to CTIL and CHL on 10th January, 2002.

Prior to the Rights Issue, the Company was beneficially interested in 85% of the issued
share capital of HKBN. As a result of the Subscription, the Company’s beneficial interest in
HKBN has been increased to approximately 96%. Under the Listing Rules, the Subscription

constitutes a discloseable transaction for the Company. The purpose of this circular is to provide
you with further information relating to the Subscription.
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RIGHTS ISSUE

Basis of Rights Issue: 3.33 Rights Shares for every existing HKBN Share payable
in cash in full on acceptance, offered to the Qualifying
Shareholders

Total number of Rights Shares: 333,000 HKBN Shares

Issue price of Rights Shares: HK$600 per Rights Share

Aggregate assured entitlement 283,049 Rights Shares

of Rights Shares offered to
CTIL and CHL:

Aggregate number of 283,049 Rights Shares
Rights Shares subscribed by
Qualifying Shareholders:

Aggregate number of 283,049 Rights Shares
Rights Shares subscribed
by CTIL and CHL.:

Aggregate consideration paid HK$169,829,400 was paid on 28th December, 2001 from
by the Company for 283,049 internal resources
Rights Shares:

KDDI Corporation, the only other Qualifying Shareholder, did not take up its entitlement of
Rights Shares under the Rights Issue.

HKBN

HKBN is a company incorporated in Hong Kong and is engaged in the business of providing
fixed telecommunications network services in Hong Kong.

As at the Latest Practicable Date, HKBN’s authorised share capital is HK$1,000,000 divided
into 1,000,000 HKBN Shares, of which 383,049 HKBN Shares (including the 283,049 HKBN
Shares issued pursuant to the Rights Issue) have been issued and are fully paid or credited as fully
paid. The Company is beneficially interested in 368,049 HKBN Shares (including the 283,049
HKBN Shares issued pursuant to the Rights Issue), representing approximately 96% of the issued
share capital of HKBN. The remaining approximately 4% of the issued share capital of HKBN is
owned by KDDI Corporation.

The Rights Issue is being made to raise capital to meet HKBN’s funding requirements. The
issue price per Rights Share is determined by HKBN based on an estimated value of HKBN of
HK$60,000,000 which falls within the range set out in an independent valuation report prepared
for HKBN dated 28th September, 2001, but without taking into account the proceeds of the Rights
Issue. The independent valuation report was prepared based on the discounted cashflow valuation
method.
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The book value of the net assets of HKBN for the year ended 31st August, 2001 was
HK$69,379,000. The loss before and after taxation of HKBN for the two financial years ended
31st August, 2000 and 31st August, 2001 was HK$100,389,056 and HK$91,491,691 respectively.

INFORMATION ON THE GROUP

The principal activities of the Group are the provision of international telecommunications
services to customers in Hong Kong, Japan and Canada, fixed telecommunications network services
to Hong Kong and Canadian customers, and internet content and e-commerce services.

REASON FOR THE TRANSACTIONS

The Rights Issue has raised HK$169,829,400 to meet HKBN’s funding requirements and
will enable HKBN to continue to implement its current business plan to construct a fixed
telecommunications network in Hong Kong which ultimately is expected to contribute to the long
term growth and profitability of the Company. As a result of the Subscription (which has been
financed by the Company from its internal resources), the Company’s beneficial interest in HKBN
has been increased from 85% to approximately 96%.

The Board is of the view that the terms of the Subscription including the issue price per
Rights Share are fair and reasonable so far as the shareholders are concerned and the Subscription
will have no material effect on the earnings or assets or liabilities of the Company immediately.

GENERAL
Your attention is drawn to the general information set out in the appendix to this circular.

Yours faithfully
By Order of the Board
City Telecom (H.K.) Limited
Wong Wai Kay, Ricky
Chairman
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1. RESPONSIBILITY STATEMENT

This circular includes particulars given in compliance with the Listing Rules for the purpose
of giving information with regard to the Company. The Directors collectively and individually
accept full responsibility for the accuracy of the information contained in this circular and confirm,
having made all reasonable enquiries, that to the best of their knowledge and belief there are no
other facts the omission of which would make any statement herein misleading.

2, SHARE CAPITAL
Share capital

The authorised and issued share capital of the Company as at the Latest Practicable Date:

Authorised: HK$
2,000,000,000 Shares 200,000,000
Issued:

492,275,202 Shares 49,227,520

All the existing issued Shares rank pari passu in all respects including all rights as to
dividends, voting and interests in capital.

Options

As at the Latest Practicable Date, a total of 24,896,000 Options were outstanding which
enable holders thereof to subscribe for the Shares at an exercise price of HK$0.26, HK$0.58 and
HK$2.10 per Share respectively. Other than pursuant to the Options and other options that may be
granted under the share option scheme adopted by the Company on 12th July, 1997, no share or
loan capital of the Company or any of its subsidiaries has been put under option or agreed
conditionally or unconditionally to be put under option.

Warrants

As at the Latest Practicable Date, a total of 97,653,598 Warrants were outstanding which
enable holders thereof to subscribe for an aggregate of 97,653,598 Shares at an initial subscription
price of HK$0.40 per Share.

3. DISCLOSURE OF INTERESTS

As at the Latest Practicable Date, the interests of the Directors and the chief executive of
the Company in the share capital of the Company and its associated corporations (within the
meaning of the SDI Ordinance) which had to be notified to the Company and the Stock Exchange
pursuant to section 28 of the SDI Ordinance, including interests which they were deemed or taken
to have under section 31 or Part 1 of the Schedule to the SDI Ordinance, or which would be
required, pursuant to section 29 of the SDI Ordinance, to be entered in the register referred to
therein or which would be required to be notified to the Company and the Stock Exchange pursuant



APPENDIX

GENERAL INFORMATIONJ

to the Model Code for Securities Transactions by Directors of Listed Companies contained in the

Listing Rules, were as follows:

(a) Interests in the Shares
Number of Shares beneficially held
Personal Corporate Family Total
interests interests interests interests
Wong Wai Kay, Ricky 1,250,000 247,596,000 1,284,000 250,130,000
Note 1 Note 2
Cheung Chi Kin, Paul 508,000 246,250,000 - 246,758,000
Note 1
Chong Kin Chun, John 870,000 - - 870,000
Sio Veng Kuan, Corinna 1,012,000 - - 1,012,000
Fung So Mui, Fion 770,000 - - 770,000
Notes:
1) The corporate interests of Mr. Wong and Mr. Cheung arise through their respective interests in
the following companies:
(1) 240,000,000 Shares are held by Top Group International Limited which is owned as to
approximately 34% each by Mr. Wong and Mr. Cheung;
(1i) 6,250,000 Shares are held by Global Nerwork Development Limited which is owned as to
50% each by Mr. Wong and Mr. Cheung; and
(iii) 1,346,000 Shares are held by Bullion Holdings Limited which is wholly owned by Mr.
Wong and his spouse.
2) 1,284,000 Shares are jointly held by Mr. Wong and his spouse.
(b) Interests in the Options

On 12th July, 1997, a share option scheme (the “Share Option Scheme”) was approved
by the Shareholders under which the Directors may, at their discretion, invite employees of
the Group including any executive Directors to take up the Options to subscribe for the
Shares subject to the terms and conditions stipulated therein. The Options granted under the
Share Option Scheme will lapse not later than 11th July, 2007.

Details of the outstanding Options as
Directors are as follows:

Date of grant
Exercise price

Wong Wai Kay, Ricky
Cheung Chi Kin, Paul
Chong Kin Chun, John
Fung So Mui, Fion

Sio Veng Kuan, Corinna
To Wai Bing

3rd September, 1998

at the Latest Practicable Date granted to the

Number of Options outstanding
20th October, 2000

HK$0.26 (Note 1) HK$0.58 (Note 2)

10,000,000
10,000,000
500,000
500,000
500,000
400,000

500,000
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Notes:
(H The Options granted on 3rd September, 1998 are immediately exercisable at HK$0.26 per Share.

(2) The Options granted on 20th October, 2000 are exercisable at HK$0.58 per Share over the
following periods:

Immediately exercisable 13,900,000
On or after 2nd June, 2002 8,000,000

(¢) Interests in the Warrants

Details of the Warrants as at the Latest Practicable Date beneficially held by the
Directors are as follows:

Number of the Warrants beneficially held

Personal Corporate Total

interests interests interests

Wong Wai Kay, Ricky - 69,766,999 69,766,999
Note 1

Cheung Chi Kin, Paul - 69,766,999 69,766,999
Note 1

Chong Kin Chun, John 254,000 - 254,000

Sio Veng Kuan, Corinna 200,000 - 200,000

Fung So Mui, Fion 194,000 - 194,000

Note:

%)) 69,766,999 Warrants are held by Top Group International Limited which is owned as to
approximately 34% each by Mr. Wong and Mr. Cheung.

Save as disclosed herein, as at the Latest Practicable Date, none of the Directors or
their respective associates has any interests in the equity or debt securities of the Company
or any of its associated corporations within the meaning of the SDI Ordinance which are
required to be notified to the Stock Exchange and the Company pursuant to section 28 of
the SDI Ordinance (including interests which they are deemed or taken to have under
section 31 of or Part I of the Schedule to the SDI Ordinance) or which are required,
pursuant to section 29 of the SDI Ordinance to be entered in the register referred to therein
or which are required to be notified to the Company and the Stock Exchange pursuant to the
Model Code for Securities Transactions by Directors of Listed Companies.

(d) Save as disclosed herein, as at the Latest Practicable Date, none of the Directors and
the chief executive of the Company or their respective associates had any interest in
the share capital of the Company or any associated corporation.

(e) Save as disclosed herein, as at the Latest Practicable Date:

1) since 31st August, 2001, the date to which the latest published audited accounts
of the Company were made up, none of the Directors has or has had any direct
or indirect interest in any assets acquired or disposed of by or leased to or
which are proposed to be acquired or disposed of by or leased to, any member
of the Group; and
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(ii)  none of the Directors was materially interested in any contract or arrangement
subsisting which is significant in relation to the business of the Group taken as
a whole.

4, SUBSTANTIAL SHAREHOLDERS

As at the Latest Practicable Date, the register of substantial shareholders maintained under
Section 16(1) of the SDI Ordinance shows that the Company had not been notified of any substantial
shareholders’ interests, being 10% or more of the nominal value of any class of share capital
carrying rights to vote in all circumstances at general meetings of any member of the Group, or
any options in respect of such capital other than those of the Directors and chief executive of the
Company as disclosed under the heading “Disclosure of interests” on pages 6 to 9 in this appendix.

s. SERVICE CONTRACTS

As at the Latest Practicable Date, none of the Directors had any service contract with the
Company or any of its subsidiaries which is not determinable by the Group within one year
without paymént of compensation, other than statutory compensation.

6. LITIGATION

(a) In July 1998, two subsidiaries of Cable & Wireless HKT, a Hong Kong company,
commenced proceedings against the Company and served a statement of claim which
alleged that the Company has breached the terms of a datapak services contract it had
with Cable & Wireless HKT and committed an economic tort. The Company denied
these allegations in a comprehensive defence which included a counterclaim against
the plaintiffs seeking damages for anticompetitive practices conducted by Cable &
Wireless HKT in Hong Kong. Both the claim by Cable & Wireless HKT and the
counterclaim by the Company have not been quantified. The Directors believe that
the allegations are without merit and intend to defend the litigation vigorously. The
case is now in its discovery phrase. No provision against the claims has been made in
the Group’s accounts.

(b) In January 1999, Jade Com Development Limited (“Jade Com™) commenced
proceedings against the Company and two Directors alleging repudiation of the
international carrier service agreement between Jade Com and Attitude Holdings
Limited, a wholly-owned subsidiary of the Company. Jade Com claimed damages for
breach of contract and misrepresentation and alleged that the Company has a remaining
commitment of approximately US$3,600,000 under the agreement. The Company
filed a defence in May 1999 on the basis that Jade Com had breached a condition of
the agreement that they obtained the necessary legal approvals and licenses necessary
for the provision of their services. In February 2001, the parties have consented to
adjourn the case indefinitely with liberty to restore. No provision has been made in
the Group’s accounts with respect to the litigation.

(c) InJune 1999, New World Telephone Limited (“New World”) commenced proceedings
against the Company. The dispute arose from contractual arrangements between the
parties whereby New World provided carrier services to the Company for the
Company’s incoming and outgoing international telephone call traffic through New
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World’s telecommunication network facility and operation system. In the proceedings,
New World alleged, inter alia, that the Company failed to settle the interconnection
fees of approximately HK$77,500,000 payable to New World and that New World
was entitled to recover delivery fees of approximately HK$18,900,000 allegedly paid
by mistake to the Company. New World’s claim is therefore for a total of approximately
HK$96,400,000. The Directors believe that the Company is entitled to set off the said
interconnection fees payable to New World against the delivery fees of approximately
HK$77,500,000 receivable by the Company notwithstanding the current dispute
between New World and Cable & Wireless HKT. A defence was filed in August 1999
to the same effect. The Company had instructed solicitors to defend the case vigorously.
The proceedings have reached the stage of discovery but New World has not taken
any steps in the proceedings since November 1999. No provision against the claims
has been made in the Group’s accounts.

Save as disclosed above, neither the Company nor any of its subsidiaries was engaged

in any litigation or claims of material importance and so far as the Directors are aware, no
litigation or claim of material importance were pending or threatened by or against any
member of the Group.

MISCELLANEOUS

(a)

(b)

(©)

The company secretary of the Company is Ms. Eva Leung who is a solicitor as
defined in the Legal Practitioners Ordinance (Chapter 159 of the Laws of Hong
Kong).

The Company’s share and warrant registrar and transfer office in Hong Kong is
Central Registration Hong Kong Limited at Rooms 1901-5, 19th Floor, Hopewell
Centre, 183 Queen’s Road East, Hong Kong.

The English text of the circular shall prevail over the Chinese text in case of any
inconsistency.
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