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SUNDAY COMMUNICATIONS LIMITED

(Incorporated in the Cayman Islands with limited Fability)

ANNUAL RESULTS FOR THE YEAR ENDED 31ST DECEMBER, 2001

(Hong Kong dollar is translated to United States dollar at a rate of HK$7.798 to US$1)

e  Awarded a Hong Kong 3G licence in October 2001

e Mobile services revenue increased by 18% to HKS$ 1,165 million (US$S149 million)
and subscriber numbers increased by 34% to 551,000

e Loss for the year reduced by 55% to HK3212 million (US527 million)

o Operating expenscs excluding depreciation reduced by 7%; and as a percentage of
turnover dropped from 63% to 60%

»  Achieved EBITDA of HK$102 million (US$13 million), an improvement of
HK$221 million (US$28 miliion)

CHAIRMAN’S STATEMENT -

o a year marked once again by intense competition, SUNDAY achieved significant growth
in subscriber numbers and operating revenues and continued 1o meet its goals, We believe
passionately in the wircless communications industry and are focused on delivering higher
value services to an expanding customer base. Wireless telecommunications is entering an
important new phase of development that plays to SUNDAY's established strengths in
branding, marketing and innovation,

In 2001 we made good on a number of promises, We became EBITDA positive in the first
half of the year. This was achieved through cost reductions as well as steady growth in
revenues from mobile services. EBITDA for the year amounted to HK$102 million, an
improvement of HK$221 million as compared with 2000. More importantly, the net loss for
the year was reduced by 55% in 2000 to HK$212 million, as compared with 2000,

Within an industry as as ours, y depends si y on having a lean

L We have i to i tight financial controls over operating costs in
order to position SUNDAY for expansion on a cost-effective basis. Coupled with the
operational efficiencies that an expanded subscriber base brings, this resulted in a reduction
in our opcralmg expenses excludmg depreciation of HK$64 million or 7%. Operating
expenses asap of total tumover dropped from 63% in 2000
to 60% in 2001

Winning a 3G licence in October 2001 was an important milestone for us. Acquiring the 3G
licence is an integral part of our long-term strategy 10 offer an enhanced range of wircless
services under the “SUNDAY"™ brand. In addition to the 3G licence, SUNDAY will be
allocated 2 x 1.6 MHz of additional 2G spectrum in the 1800 MHz band. This will increase
our 1800 MHz netwerk capacity and allow us to expand our subscriber base and enhance our
service quality.

Our exciting brand and tarpeted marketing were behind the growth in our subscriber base,
which as at 31st December, 2001 had grown by 34% over the previous year to 551,000
Revenue from mobile services increased by 18% to HK$1.165 million. Although this
occurred with a lower average revenuc per user (ARPL), m line with general indusiry trends,
this was partially offset by the lower and costs of such

In 2001, we also continued 10 win wider market recognition for our brand leadership.
SUNDAY was awarded the noted Kam Fan Award for its stratcgic brand-building campaign
in Hong Kong by the Hong Kong Association of Accredited Advertising Agencies in 2001.

As at 31st December, 2001, SUNDAY's cash reserve and available credit facility amounted
10 HKS$1,095 million. This gives us sufficient funding capacity for further expansion. The
amount and timing of 3G related capital expenditure will depend on a number of factors, mosl
notably the development of network and handset equi by

for the 3G network rollout is, however, not expected to be significant untit 2004,

Moving t0 2.5

‘While there has becn some delay in the delivery of wireless devices with GPRS technology
worldwide, we expect these devices 10 be widely available in 2002. SUNDAY installed its
GPRS nctwork infrastructure over a year ago and has dedicated resources to acquiring and
developing leading-cdge wircless Intemnet services and applications utilising the wireless
GFRS platform. We expect this hard work to yield results with the introduction of 2.5G and
the increasing usage of data services in 2002,

Wireless voice services were the dominant source of revenue in 200t and we expect this to
cootinue into 2002. However, we also expect wireless data services to play an increasingly
important role in revenue growth in 2002. Since the launch of inter-operator short messaging
services (IOSMS) in December 2001, we have seen very strong growth in both the awareness
and the usage of wireless data services in Hong Kong. We expect this trend to continue and
look forward to the widespread introduction of a new generation of services including multi-
media messaging services (MMS), using SUNDAY"s GPRS 2.5G network.

Market Segmentation

While the mobile service market in Hong Kong offers less opportunity for expansion by
subscriber numbers, future revenue growth will increasingly depend on developing and
delivering tailor-made services that more directly meet customer needs and desires.
SUNDAY's competitive strengths lie in precisely this area and we therefore look forward
with excitement to the opportunities abead,

We believe the new being i will unleash to
develop highly personalised, targeted services which can be directed to specific market
segments, We have established SUNDAY WIN (Wireless Internet), a dedicated team within
the Group, tasked with developing persomalised data services, We have also begun the
process of restructuring our marketing and distribution organisations to better approach a
market which increasingly demands more personalisation.

Intepral to this swrategy, SUNDAY is working with a number of partners to explore
opportunities to provide advanced data services through Mobile Virtual Network Operators
(MVNOs). MVNOs are rapidly becoming recognised as potentially efficient channels to
reach specialised customer groups, Our joint venture with the Shell Group, signed in January
2002, offers a variety of unique services to motorists and will widen our distribution in the
Hong Kong market as well as create potential opportunities for regional expansion. This is
the first of what we believe will be many opportunities to grow our revenues through adding
new groups of subscribers to our customer base.

SUNDAY’s Future

Ouwr long-term vision is firmly fixed on providing leading-edge services in wireless
communications, and staying ahead of the pack when it comes to innovation, service and
smart management. More immediately, we expect the market in 2002 to remain tough and
competitive. SUNDAY will strive to compete cost-effectively in this market, and witl
continue 1o exercise tight financial conuol and improve operational efficiency. At the same
time we will continue to bring i , relevant and value-f y services to our
customers. We have demonstrated that SUNDAY can deliver results even in tough market
conditions. We remain committed to building returns and improving yields in every aspect of
our business.

In January 2002, the Group appointed Mr. Bruce Hicks as Group Managing Director. Bruce
was one of SUNDAY s founding exccutive directors and has been actively involved in the
evolution of the Group. Under his leadership, SUNDAY is well positioned 1o exploit the
opportunities that a new generation of wireless services will bring. On behalf of the Board,
we would like 1o thank Mr. Craig Ehrlich for his contribution to the Group in his capacity as
Group Managing Director.

Once again, let s say in no uncertain terms that we are passionate about this business. The
opportunities that lie ahead are limitless, and so is our commiiment.

On behalf of the Board, we thank our sharcholders, customers and business partners for their
support, and we pay tribute to all our employees for their hard work and commitment to
making SUNDAY a winning team.

RESULTS

The Directors of the Company are pleased to announce that the audited results of the
Company and its subsidiaries (“the Group™) for the year ended 3lst December, 2001,
together with the comparative figures for the previous year, are as follows:

Condensed Consolidated Profit and Loss Account
For the year ended 31st December, 2001

Nores:

1.

Contribution to loss from operations

The Group is principally engaged in three business segments in Hong Kong: mobile
services, sales of mobile phones and and i and
cther services.

Contribution to loss from by business scgments for the year ended 3lst
2001 2001 2000 December, 2001 and 2000 are as follows:
Note US5000 HKS'000 HKS'000
Contribution to losy
Mobile services 149,448 1,165,399 988,718 from operations
Sales of mobile phones and '-:00! 2000
aceessories 3149 242,901 404,444 HK$°000 HKS$'000
"::‘lz:‘;‘x’:‘fmmim and Mobile services 38127 146,150
“ s Sales of mobite phanes and accessorics 52,958 96,092
other services 1.808 14,093 57231 i’ ications and other services 73,128 138.441
Turnover 182,405 1,422,393 1,450,393 163,210 380,683
Cost of inventories sold and —_—
services provided (60,175) (469,243) (660,050) 2. Earnings before interest, tax, depreciation and amortisation {“EBITDA™)
EBITDA represents eamnings/losses of the Group before interest income, finance costs,
Gross profit 122,230 953,150 790,343 taxation, depreciation and amortisation.
Other revenues 333 2,602 8702 3. Loss from operations
Network costs (38,685) (301,668) (328007 . . i
Depreciation (33.9%) (265.102) 261290 Loss from operations is stated after charging/icrediting) the following:
Rent and related costs (7.502) (58,502) (46,378) 2001 2000
Salaries and related costs (29,905) (233,202) (255.201) HKS'000 HK$'000
Advertising, promotion and
other selling costs (23,130 (180,363) (195.246) Cost of inventories sold 244,981 424,549
Other operating costs (10.275) (80,125) (93,605) Depreciation:
— owned fixed assets 258,641 253,480
. ~ leased fixed assets 6,461 7811
Loss from operations 1.3 (20,930) (163,210) (380,683) Loss/(gain) on disposals of fixed assets 1126 60)
Operating leases charges:
Interest income 2,768 21,592 51,053 - land and buildings, including transmission sites 209,370 190,983
Finance costs (8,993) (70,130) (136.938) — leased lines 94,777 102,265
Provision for doubtful debts 15,579 28,501
Loss for the year (27,154) (211,748) (466,568) Avditors” remuneration —_— 8
4. Taxation
Loss per share 3 (0.9 cents) Ol centyy (164 cemts) No provision for Hong Kong profits tax has been made as the Group has no assessable profit
for the year (2000: Nil).
EBITDA 2 13,066 101,892 1939 5. Loss per share
Condensed Consolidated Balance Sheet (a) Basic loss per share
As at 31st December, 2001
2001 2001 2000 The calculation of basic loss per shate is based on the Giroup's loss for the year of
: Y - HK$211,748,000 (2000 oss of HK$466,568,000) and the weighted average number of
Note Us$ 000 HK$'000 HKS$000 2,990,000,000 shares (2000: 2,850,d91,803 shares) in issue during the year.
Non-current assets The weighted average number of shases in issue during the year ended 3151 December,
Intangibie asset 6 74,882 583,930 — 2000 b been calculaed ax if the 2.300,000.000 ordinary shases were in issue on It
Fised assets 165.873 1,293,479 1,449,988 ]l:;n‘\:a;(y _:0(;010:8! on the ‘b‘aslzhx}ml :hy.el e:?,qoo,oca;ngnuy shmvrcshwcre issued on
Investment in a joint th March, pursuant to the global offering ol ompany’s shares.
venture 634 4,940 — (b) Diluted loss per share
Restricted cash deposits 06 2,385 2,385
There is no dilutive effect upon exercise of the share options on the loss per share for
241,695 1884734 1452373 the years ended 31s1 December, 2001 and 2000.
6. Intangible asset
Current assets
Inventories 2,622 20,448 16,075 3G Licence
Trade reccivables 7 11,344 88,462 9.353 HEK$°000
Deposits, prepayments .
and other receivables 12,261 95,608 87,691 Addition 583,930
Restricted cash deposits 17,018 132,706 93,640 Amortisation d
Bank balances and cash 6,069 41318 626,140
At 315t December, 2001 583,930
....... 93 amss2 ;s On 22nd October, 2001, the Group was granted a mobile carrier licence to establish and
. maintain a third-gencration (“3G™) mobile telecommunications network and to provide 3G
Current liabilities services in Hong Kong (“3G Licence™), in accordance with the provisions in Chapter 106 of
Trade payables 8 6,147 47.932 90.277 the Telecommunications Ordinance. The 3G Licence will be valid for 15 years from the date
Other payables and of gram.
accrued charges 24,790 193,311 265.085 ) :
Subscriptions received in Pursuant to the terms of the 3G Licence, the licence fees payable in arrears for each of the
advance 18,696 145,795 194.514 first five years following the grant of the 3G Licence shall be the minimum annual fees
Current portion of I ) y indicated below (“Minimum Annuat Fees™) of HK$50 million per year, and in each of the
urrent portion of long- remaining 10 years, shall be the higher of 5% of the turnover altributable to the provision of
term loans and the 3G services and the Minimum Annual Fees for each year of the 3G Licence:
obligations under
finance leases 25,258 196,960 49,400 Minimum
Annual Fees
74,891 583,998 599,276 (HKS'000)
— IEI 50,000
Net carrent (liabilities)y 2nd 50,000
assets (25,577 199,446} 323,623 d 50,000
4th 50,000
216,118 1,685,288 1,775,996 Sth 50,000
6th 60,124
h 70,249
Financed by: 8th 80,371
Sth 90,497
Share capital 38,343 299,000 299,000 10th 100,622
Reserves 9 62,708 488,996 700,744 Lith 110,746
12th 120,870
Shareholders’ equity 101,081 787,996 599,744 13 1309s
) 15th 151,243
Long-term liabilitics _—
3G Licence fees liability 10 42,717 33,109 —
Long-term loans and Toral PR
obligations under . -
The cost of the 3G Licence is stated at the discounted value of the Minimum Annual Fees 10
finance leases 71384 856,653 753,683 be paid over the licence period, together with certain direct expendirures and the finance
Subscriptions received in costs capitalised prior 1o the launch of the 3G services. The discount rate, which represents
advance 966 7530 22,569 the Group’s weighted average cost of capital, is 11.2% as at 31st December, 2001.
The 3G Licence will be amortised over the licence period from the date of launch of the 3G
...... nsoer . Byas 763 services. The 3G services have not beea launched as a1 31st December, 2001.
216,118 1,685,288 1,775.996 The carrying amount of the 3G Licence as at 31st December, 2001 would have been

HK$1,307,659,000 had it been stated at the total undiscounted future cash payments.
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7. Trade receivables

i
The Group allows an average credit petiod of 30 days 1o its trade debtors. The ageing
analysis of the trade receivables is as follows:

2001 2000
HK$'000 HK5000
0-30 days 63,463 63,953
31-60 days 13,502 17,479
61-90 days 6,755 10,550
Over 90 days M2 7371
88,462 99,353
8. Trade payables

‘The ageing analysis of the trade payables is as follows:
2001 2000
HK§'000 HX3'000
030 days 36,170 72,939
31-60 days 2,381 4,965
6190 days 2,697 1,763
Over 90 days 5,682 10,610
47,932 90,277

9.  Reserves

Reserve arising

from the Share Accumulated
Reorganisation premium losses Total
HK$'000 HK$'000 HK5'000 HKS$'000
As a1 Ist January, 2001 1,254,000 2,124,424 (2,677,680) 700,744
Loss for the year — — (211,748) (211,748)
As a1 315t December,
2001 1,254,000 2,124,424 (2,889,428) 488,996

10, 3G Licence fees liabitity

Pursuant to the terms of the 3G Licence, the Minimum Annual Fees (as set out in note 6) are
payable to the Office of Telecommunications Authority (“OFTA™) in arrears, The aggregate
of such fees are HKS1,306,838,000. However, pursuant to the grant of the 3G Licence, the
Group paid an amount of HK$250,000,000 to OFTA during the year, equivalent 1o the
aggregaie of the first five years” Minimum Annuai Fees.

As at 3151 December, 2001, the Group's 3G Licence fees liability the di

in 2001 because of a delay in the launch of the TOSMS and GPRS-cnabled terminals,
SUNDAY believes that it will benefit from the trend towards higher usage of data services in
2002

The acquisition of a 3G Licence is 2 key pan of SUNDAY's long-term strategy and will
enable it to offer existing and new customers the next generation of top-notch, multi-faceted
wireless services.

Retail {nternational Calling Services (“Retail IDD Services™)

The Group outsourced the sales, service and billing functions of the “SUNDAY 1622" Retail
IDD services to a subsidiary of ¢-Kong Group Limited in August 2000, while it continues to
operate the 1DD infrastructure and the SUNDAY brand. The revenue and the gross profit
from retail IDD services in 2001 remained relatively smail,

Marketing, Sales and Distribution .

SUNDAY has continued to receive awards in recognition of its strong and successful brand.
In September 2001, SUNDAY was awarded the well- recugmscd Kam Fan Award for its
strategic brand-building campaign by the Hong Kong i of dited Ad ing
Apgencies,

The Group expanded its distribution network and broadened the use of other distribution
channels, such as convenience and chain stores. In addition, the Group has a direct sales force
that sells handsets and services 10 corporate and individual customers.

Financial Review
Turnover and gross profit

Total turnover for the year was flat as compared with ’000 mainly due to a 40% decrease in
revenue from the sales of mobile phones and above. from
mobile services and the sales of mobile phones and accessorics accounted for §2% and (7%
respectively of total tumover in 2001,

The gross profit of the Group has improved by HK$163 million, or 21%, to HK$953 miltion
in 2001 due to the steady growth in subscribers and reduction in handset subsidies.

EBITDA

Operating expenses (excluding depreciation) decreased by 7% from HK$918 mitltion in 2000
to HK$854 million in 2001, while as a percentage of tumover, operating expenses dropped
from 63% in 2000 to 60% in 2001. This was a direct result of siringent cest controls and
that come with an expanded subscriber base and

in operating ef!
lowering marginal costs,
This was combined with a sustained growth in revenue and gross profit, and the Group
recorded an EBITDA of HKS$102 million, an improvement of HK$221 million as comparcd
with 2000.

Loss for the year

Loss for the year reduced by 55% from HK$466 million in 2000 to HK$S212 million. The
reduction was mainly attributable to a significant decrease in interest expenses. Interest

value of the remaining Minimum Annuat Fees payable from the &t to the 15th year and is
analysed as follows:

2001 2000
HKS$'000 HKS$'000

Minimum Annual Fees repayable after the fifth
year 1,056,838

Future finance charges (723,729) —
Discounted value of Minimum Annual Fees 333,109 —

On 22nd October, 2002, 2003, 2004 and 2005, the Group will be required to provide
performance bonds in amounts equivalent to the 6th, 7ih, 8th and 9th years’ Minimum
Annual Fees due respectively, on a cumulative basis. From 22nd October, 2006 onwards, the
Group will be required 10 provide such bonds in amounts equivalent to the next
five years” Minimum Annuai Fees due (or the remaining Minimum Annual Fees due where
less than five years).

DIVIDENDS

No interim dividend was paid for the year {2000: Nil). The Directors do not recommend the
payment of a final dividend for the year ended 31st December, 2001 (2000: Nil).

MANAGEMENT DISCUSSION AND ANALYSIS
Overview

SUNDAY continued to deliver on its promises in 2001. In October the Group won a 3G
Licence in Hong Kong. This is an important milestone and an integral part of SUNDAY's
strategy to deliver innovative new services to its customers.

SUNDAY achieved sustained growth in its subscriber base as well and in service revenues
despne intense market competition, This, combined with tight financial controls and
! initiatives, meant that ops results i to show signi
improvement. The Group reconded 18% growth in ‘mobile services revenue in 2001 as
compared with 2000, and an EBITDA of HK$102 million in 2001 as compared with a
oegative EBITDA of HK$H9 million in 2000, Operating expenses (excluding depreciation)
reduced by HK$64 million or 7%: and as a percentage of turnover dropped from 63% in 2000
to 60% in 2001,

Mobile Services

The Group recorded-an 18% increase in revenue from HK$989 million in 2000 to HK$1,165.
million in 2001, The increase in revenue was mainly attributable 1o steady growth in the
subscriber base. SUNDAY's mobile subscriber base grew 34% to 551,000 in 2001 as
compared with 2000:

However, the average revenue per user ("ARPU") decreased and the chum rate increased in
line with the industry as a whole due to fierce price competition in the market. ARPU for the
year decreased by 19% to HK$219. The average monthly churn rate in 2001 was 8.3%.

Since its launch in April 2000, the number of subscribers using the cechargeable stored value
prepaid SIM cards grew to more than 131,000 by 31st December, 2001, The ARPU from
these subscribers was HK$97 in 2001,

The gross profit percentage of mobile services was 81% in 2001, which was comparable to
that of 2000. The percentage of bad debt provision to total service revenue improved in 2001
because of the increased use of auto-pay arrangements and tighter credit controls.

Sales of Mobile Phones and Accessories

Revenue earned from the sales of mobile phones and accessories decreased by 40% to
HK$243 millicn in 2001. This decrease in revenue was mainfy attributable to a reduction in
sales volume as only a few new models of mobile phones were launched during the year. The
gross loss from 1he sales of mobile phones and accessories was significantly reduced 10 HK$2
million in 2001 from HK$20 million in 2000. This resulted from a combination of the drop in
the average handset subsidy per handset sold and the forfeiture of subsidies from subscribers
who left the network.

Data Services

The imter-operator short messaging services ("IOSMS™) between the six operators in Hong
Kong commenced in December 2001, and the market has since shown sirong growth in both
the usage and awareness of such services. In 2002, SUNDAY expects that more data services
and applications will be available in the market and more GPRS (general packel radio
services) terminals, such as mobile phones and PDAs (personal data assisiants) will be
launched. While the revenue generated by Internet and data related services was insignificant

expenses d by 49% from HK$136 million in 2000 to HK$69 million in 200! due to a
reduction in loan balance and a drop in interest rates.

Capital Expenditures

The Group’s mobile network has been sub ially ! Capital incurred

in 2001 amounted to HK$110 million and were mainly for the engoing enhancement of the
mobile network and IT facilities and the installation of the GPRS technologics for the
development of wireless data applications and services.

Use of Proceeds

Part of the net proceeds raised from the globat offering of the Company’s shares in March
2000 have been used during the year as follows:

e HK$147 million for capital expenditures;

e HK$251 million for the payment of 3G Licence fees in advance and certain related
expenses;

*  HKS44 milfion for the repayment of bank and vendor foans: and
e HKS$98 million for working capital and gencral corporaie purposes.

The remaining balance of the proceeds is currently kept in the form of short-term bank
deposits and will be applied towards the intended uses as stated in the prospectus of the initia)
public offering of the Company s shares.

Liquidity and Financial Resources
Cash flows from operations

The net cash outflow from operations decreased in 200t by HKS18C million or 82% to
HK$39 million. The reduction in net cash outflow from operations primarily resulted from
the improvement in operating revenues.

Financing

The Group funded its capital expenditures, working capital requirements and opecrating
activities mainly with bank loans, vendor financing and proceeds from the global offering in
2000. As at 31st December, 2001, the cash and bank balances of the Group amounted to
HK$182 million. In addition, the undrawn credit facility amounted to US§117 miltion
(HK$913 million) as at 31st December, 2001,

The bank loans and vendor loans are repayable within three years and are secured by a charge
over all the asscts, revenues and shares of Mandarin Communications Limited, the main
operating subsidiary of the Company, The bank loans and vendor loans bear interest at
prevailing market rates, .

It is expected that capital expenditures required in 2002 for the expansion and-upgrade of the
network and.IT facilities and for investment in new wireless applications and services would
be approximately HK$160 million, The financial impact of 3G is not expected to be felt until
2004,

The Group is confident that it has the resources to fund its capital expenditures and ongoing
operations and to fulfi!l its loan obligations due in 2002. As at 315t December, 2001, the total
debt to equity ratio was 138%, and total debt comprises bank loans, vendor loans, obligations
under finance leases and 3G Licence fees liability.

Foreign Exchange Exposure

Substantially all the revenues, expenses, assets and liabilities are denominated in Hong Kong
dollars except for the USSE5S million vendor loan facility provided by Nortel. As at 31st
December, 2001, the outstanding vendor loan amounted 1o US$22.5 million but the Group
also had a bank deposit of US$I6 million. The international roaming payables and
receivables are netted and setiled on a monthly basis in Special Drawing Rights (“SDR™). As
at 3[st December, 2001, the net SDR-denominated payables were insignificant. The Group
has not foreign hang and does not anticipate foreign cxchange
losses as long as the Hong Kong government’s policy to pep the Hong Kong doltar to the U.S.
dollar remains in effect, The Group will monitor its foreign exchange exposure and market
cenditions to determine if any hedging is required,

Employees and Share Option Scheme

The Group had a total of approximately 800 employees as at 31st December. 2001, a slight
increase over 2000. However, total salaries and related costs incurred in 2001 dropped by
almost 9% 1o HK5233 miltion. The Group offers comprehensive remuneration and bene(its
packages to all emp! R of is a levels,
and promotion and salary increments are asscssed based on individual and Group
performance. Other staff benefits include a mandatory provident fund scheme, subsidised
medical care and subsidies for external ed 1 and training

The Group adopted a share option scheme on Ist March, 2000, During the year, a 1otal of 4.2
million options were granted to employees, Detils of the share oplion scheme will be
disclosed in the 2001 Annual Report.

CORPORATE GOVERNANCE
Code of Best Practice

The Group is commitied to high standards of corporate governance. [t has complied
throughout the year with the Code of Best Practice as set out in Appendix 14 of the Listing
Rules, except that Non-executive Directors of the Company were not appointed for a specific
term but are subject to retirement by rotation and re-election at the anbual general meeting in
accordance with the provisions of the Company’s Articles of Association.

Board of Directors

The Board of Directors comprises six Executive Directors, two independent Non-executive
Directors and five Non-Executive Directors. The Board is scheduled to meet at least three
times a year to determine overall strategic direction and objectives and approve interim and
annual results, budgets and other significant matters. Six board meetings were held in 2001,
with an average anendance rate of over 65%.

Executive Management Committee

In Pebruary 2000, an of all the E
Directors of the Board was formed to T3} matters of
the Group under the direct authority of the Board. The committee meets regularly each month
and on an ad hoc basis as required with the senior management of the Company, and engages
in frequent informal discussions,

and oversee

Remuneration Committee

In Jonuary 2000, the Company set up a remuneration committee of the Board of Directors,
which consists of Messrs. Richard John Siemens, Edward Wai Sun Cheng and an independent
Non-executive Director, Henry Michael Pearson Miles, The remuneration committee meets at
Ieast once each year and is responsible for reviewing the remuneration of the Directors and
officers of the Group,

Share Option Scheme Committee

In 2000, a committee consisting of the two Co-Chairmen, Messrs. Richard John Siemens and
Edward Wai Sun Cheng was formed to deal with the granting of share options under the
Share Option Scheme of the Company. The two independent Non-executive Directors,
Messrs. Robert John Richard Owen and Henry Michael Pearson Miles, had been defepated
with full powers of the Board to deal with the granting of share options to the two Co-
Chairmen of the Company befors the introduction of the amended Listing Ruies in September
2001. In accordance with the amended Listing Rules, the granting of share options to the
Dirsctors and the Chiel Exccutive Officer should: be appraved by the independent Non-
executive Directors of the Company,

Audit Commitiee

in January 2000, an audit committee of the Board of Directors was established with writien
terms of reference that set out the authorities and duties of the audit committee adopted by
the Board. The committee comprises Mr, Robert John Richard Owen and Mr, Henry Michael
Pearson Miles, both independent Non-executive Directors, and Mr. Simon Murray, a Non-
executive Director. The commitice is chaired by Mr. Robert Owen and has met twice during
the year, [ts principal duties include the review and supervision of the Group's financial
reporting processcs and internal controls.

In May 2001, an internal audit function was established, and an Internal Audit Charter was
approved and adopted by the audit committee. The internal audit function is an independem
onit established within the Group which shall provide 10 the Board of Directors an
independent appraisal of the Group's systems of internal controls by means of coanducting
revigws 10 evaluate the adequacy and effcctiveness of the controls in safeguarding
sharcholders” investment and the Group's assets. The head of the internal audit bas a
direct reponting line to the audit committee.

Directors’ Remuneration
In 2001, total directors’ remuneration amounted to HK$13.8 million.
Communication with Sharebolders

Communication with shareholders is given high priority. Extensive information about the
Group's activities is provided in the Annual Report and the Interim Report, which are sent to
the shareholders. The Invesior Relations website provides regularly updated information of
interest to sharcholders, and a channel for enquirics and feedback. There is regular dialogue
with investors and enquiries on matters relating to their shareholdings and the business of the
Group are welcomed and are dealt with in an informative and timely manncr. SUNDAY
encourages all shareholders (o attend the Annual General Meeting,

Employment Policies

The employment policies that the Group espouses reflect the legal, cultural and employment
requirements in Hong Kong. The Group operates an equal opportunities policy for all aspects
of of race, fity, sex, marital status, disability or religious or
pohucnl belnef In practice, this means that the Group will select its employees based on merit
and ability, and strive 10 make the most effective use of the talents and expetience of its
people.

Corporate and Social Responsibility

SUNDAY is committed to ensuring the health, safety and welfare of employeces at work so far
as is reasonably practicable. SUNDAY adheres to high standards throughout the arganisation
in the management and control of opcrations in order 10 ensure that it properly safeguards

_ those who werk for it and those who may be affected by its busmcss.

The Group is committed to reducing the impact of any waste that it produces and actively
pursues muethods for reducing waste from its operations and the products it provides to its
Customers.

The Group r:cogmses that there is a public concern about the development and siting of

as well as d usage of mobile phones. SUNDAY is
committed 1o work with all local i and with g . It is aware
of and abides by all Hong Kong guidelines related to its business.
The Group believes in assisting local ities and 10 use its technological

expertise to develop scrvices which enhance public safety and community well-being.
PURCHASE, SALE OR REDEMPTION OF SHARES

During the year, the Company has not cedeemed any of its shares, and acither the Company
nor any of its subsidiaries has purchased or sold any of the Company's shares.

By Order of the Board
Janet Ching Man Fung
Company Secretary

Hong Kong, 19th March, 2002

htep{iwww.sinday.com
hrip:ftwww.irasia.comiisicothksunday
ttp:tiwww.quamnies.com

The Company will submis all the information required by paragraphs 45(1) 1o 45(3) inclusive of
Appendix 16 of the Listing Rules 1o the Stock Exchange on or before Sth April. 2002 for

publication on the Stock Exchange's website {hip fiwww.hkex.com hk).




SUNDAY COMMUNICATIONS LIMITED

(Incorporated in the Cayman Islands with limited liability)

NOTICE OF ANNUAL GENERAL MEETING

NOTICE IS HEREBY GIVEN THAT the annual general meeting of SUNDAY Communications Limited (the “Company™) will be held at The Conrad Hong Kong Hotel, 88
Queensway, Admiralty, Hong Kong on Wednesday, 22nd May, 2002 at 11:30 a.m. for the following purposes:

As ordinary business:

1. To receive and consider the audited accounts and the reports of the directors and auditors for the year ended 31st December, 2001,
2. To re-elect the retiring directors and to authorise the board of directors to fix the remuneration of the directors.
3. To re-appoint auditors and to asthorise the board of directors to fix their remuneration.

And as special business, to consider and, if thought fit, pass with or without amendments, the following resolutions as ordinary resolutions:
4. “THAT:

(a) subject to paragraph (c) below, the exercise by the directors of the Company during the Relevant Period (as hereinafter defined) of all the powers of the Company to
allot, issue and deal with additional shares in the share capital of the Company and to make or grant offers, agreements and options (including warrants, bonds,
debentures, notes and any securities which carry rights to subscribe for or are convertible into shares in the Company) which would or might require the exercise of
such power be and is hereby generally and unconditionally approved;

(b) the approval in paragraph (a) above shall authorise the directors of the Company during the Relevant Period to make or grant offers, agreements and options
(including warrants, bonds, debentures, notes and any securities which carry rights to subscribe for or are convertible into shares in the Company) which would or
might require the exercise of such power after the expiry of the Relevant Period;

© the aggregate nominal amount of share capital allotted or agreed conditionally or unconditionally to be allotted (whether pursuant to an option or otherwise) by the
directors of the Company pursuant to the approval in paragraph (a) above, otherwise than pursuant to (i) a Rights Issue (as hereinafter defined), or (ii) an issue of
shares in the Company upon the exercise of rights of subscription or conversion under the terms of any of the warrants or securities of the Company, or (iii) an issue
of shares under the Company’s employee share option scheme or similar arrangement for the time being and from time to time adopted, or (iv) an issue of shares as
scrip dividend pursuant to the Articles of Association of the Company, shall not exceed the aggregate of:

@) 20% of the aggregate nominal amount of the share capital of the Company in issue at the date of passing this resolution; plus

(ii) (if the Directors are so authorised by a separate ordinary resolution of the shareholders of the Company) the nominal amount of share capital of the Company
repurchased by the Company subsequent to the passing of this resolution (up to 2 maximum equivalent to 10% of the aggregate nominal amount of the share
capital of the Company in issue a1 the date of passing this resolution); and the said approval shall be limited accordingly;

) for the purposes of this resolution:
“Relevant Period” means the period from the passing of this resolution until whichever is the earliest of:
1) the conclusion of the next annual general meeting of the Company;
(ii) the revocation or variation of the authority given under this resolution by an ordinary resolution of the shareholders of the Company in general meeting; and

(iii) the expiration of the period within which the next annual general meeting of the Company is required by the Articles of Association of the Company or any
applicable laws to be held; and

“Rights Issue™ means an offer of shares of the Company open for a period fixed by the Company or by the directors of the Company to the holders of shares whose
names appear on the register of members of the Company on a fixed record date in proportion to their then holdings of such shares as at that date (subject to such
exclusions or other arrangements as the directors of the Company may deem necessary or expedient in relation to fractional entitlements or having regard to any
restrictions or obligations under the laws of, or the requirements of any recognised regulatory body or any stock exchange in, any territory applicable to the
Company).”

5. “THAT:

(a) subject to paragraph (b) below, the exercise by the directors of the Company during the Relevant Period (as hereinafter defined) of all the powers of the Company to
repurchase its own shares on The Stock Exchange of Hong Kong Limited (the “Stock Exchange™) or on any other stock exchange on which shares of the Company
may be listed and which is recognised by the Securities and Futures Commission and the Stock Exchange for this purpose, subject to and in accordance with all
applicable laws and the requirements of the Rules Governing the Listing of Securities on the Stock Exchange, be and is hereby generally and unconditionally
approved;

(b) the aggregate nominal amount of shares of the Company which the Company is authorised to repurchase pursuant to the approval in paragraph (a) above during the

Relevant Period shall not exceed 10% of the aggregate nominal amount of the issued share capital of the Company as at the date of passing this resolution and the
said approval shall be limited accordingly; and

O] for the purposes of this resolution:
“Relevant Period” shall have the same meaning as those ascribed to it under paragraph (d) of the resolution no. 4 in the notice convening this meeting.”
6. “THAT conditional upon the passing of the resolutions no. 4 and 5 set out in the notice convening this meeting, the general mandate granted to the directors pursuant to
paragraph (a) of the resolution no. 4 shall be extended by the addition thereto of an amount representing the aggregate nominal amount of the share capital of the Company

repurchased by the Company under the authority granted in resolution no. 5, provided that such-amount shall not exceed 10% of the aggregate nominal amount of the issued
share capital of the Company as at the date of passing this resolution.”

By Order of the Board
Janet Ching Man Fung
Company Secretary -

Hong Kong, 17th April, 2002

Notes:

1. A member entitled to attend and vote at the meeting convened by the above notice is entitled to appoint one or more proxies to attend and, on a poll, to vote instead of him. A
proxy need not be a member of the Company.

2. In order to be valid, the completed form of proxy, together with a power of attorney or other authority, if any, under which it is signed, or a notarially certified copy thereof,
must be deposited at the Hong Kong Branch Registrar of the Company, Central Registration Hong Kong Limited, not less than 48 hours before the time appointed for holding
the meeting or any adjourned meeting (as the case may be). The completion and depositing of the form of proxy will not preclude the member from attending the meeting and
voting in person, if he/she so wishes. In the event that a member atiends the meeting, his/her form of proxy will be deemed to have been revoked.

3. With regard to resolution no. 4, the directors wish to state that, currently, they have no plans to issue any additional new shares of the Company other than shares to be issued
upon exercise the subscription rights pursuant to the employee share option scheme of the Company. The present general mandate given by the members pursuant to the
provisions of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Listing Rules™) expires at the forthcoming annual general
meeting and, accordingly, a renewal of that general mandate is now being sought.

4, With regard to resolution no. 5, the general mandate given by members pursuant to the provisions of the Listing Rules and the Hong Kong Code on Share Repurchases expires

at the forthcoming annual general meeting and, accordingly, a renewai of that general mandate is now being sought. In accordance with the Listing Rules and the Hong Kong
Code on Share Repurchases, a circular setting out the terms and conditions upon which such power will be exercised will be despatched to shareholders together with the
2001 annual report of the Company.
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Auditors’ Repont

TO THE SHAREHOLDERS OF
SUNDAY COMMUNICATIONS LIMITED
(Incorporated in the Caymen lstands with limited liabikty)

We have audiled the accounts on pages 38 to 71 which have been prep in with ting prindpl
generally acoepted in Hong Kong.

Respective responsibiiitias of directors and auditors

The Company’s are rasponsibie for the preparation of which give a true and fair view. In preparing
accounts which give 8 true and falr view it is f | that appropri ing policies are selected and applied
oconsistantly.

1t is our responsibility to form an independent opinion, basad on our audit, on these accounts and {o report our opinion to
you.

Basls of opinion

We conductad our audit in d with 8 ts of Auditing Standards issued by the Hong Kong Society of
ts. An audit includes examination, on a test basis, of evid S to the and disch in the

aoccounts. [t also iInchudes an assessment of the significant estimatas and jJudgements made by tha direciors in the preparation

of the and of whether the ting policies are appropriate to the ci of the Company and the

Group, y applied and dl

We planned and performed our audit 0 a8 10 obtain all the information and explanations which we considered necessary
in order to provide us with sufficient evidk to give assurance as to whether the accounts are free from
material misstatement. In forming our opinion we also evaluated the overall adeq of the preser of inf t
in the accounts. We beljeve that cur audit provides a reasonable basis for our opinion.

Opinion
In our opinion, the accounts give a true and fair view of the state of affairs of the Company and the Group as at 31st
December, 2001 and of the loss and cash flows of the Group for the year then ended and have been properly prepared

in with the disch o of the Hong Kong Companies Ordinance.
PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 18th March, 2002
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FOR THE YEAR ENDED 31ST DECEMBER, 2001

Mobile services

Sales of mobile phones and accessories
Ir lonal and
other sarvices

Tumover

Cost of inventories sold and services
provided

Gross profit

Other revenues

Network costs

Depreciation

Rent and related costs
Salarles and refated costs
Advertising, promotion and other sefling costs
Other operating costs

Loss from operations

Interest income
Finanoe costs

Loss for the yesr
Losu per share

EBITDA

Note

35

10

Consoldated Profiv and

Lots Account

2001 2001 2000
us$000 HK$000 HK¥000
149,448 1,165,399 988,718
31,149 242001 404,444
1,808 14,093 §7,231
182,405 1422303 1,450,393
{80,175) (489,243) (650,050}
122,230 953,150 790,343
333 2,802 8,702
(38,685) {301,668) (328,007)
(33,996) (265,102) (261.281)
(7.502) (58,502) (46,378)
(29.905) (233,202) (255.201)
(23,130 (180,383) (195,246)
{10,275) (60,125} {83 605)
{20,930} (163.210) (380,682)
2,768 21,52 $1,053
(8,983) (70,130} (136,838)
(27,154) (211.748) 468,568
0.8 cents {7.1 cents) {18.4 conts)
13,066 101 118392)

AS AT 31ST DECEMBER, 2001

Long-term liablities
3G Licence fees Habilty
Long-term loans and obligations under
finance leases
Subscrip ived in
On behaif of the Board
Richard John Siemens
Co-Chalrman

Consolidated

Balance Sheet

2001 200t 2000
USS000 HK$'000 HK$'000
74,882 583,930 -
185,673 1283479 1,449,988
634 4940 -

306 2,385 2,385
LRSS ASMTM 4man
262 20,448 16,075
11,344 88,462 99,353
12,261 95.609 87,69
17,018 132,708 93,640
6,068 47,328 626,140
49,314 384,552 922,699
6,147 ars32 90,277
24790 183,311 265,085
18,008 145,795 194514
25258 196,960 49,400
74,891 533,998 599,278
22317 189,446) wiD0B,
nawm 18 a_aammaﬂ 1 _.:u_wg
36,343 269,000 209,000
62,708 488,906 700,744
101,051 787,996 L B99T4s
42,717 aR,109 -
71,384 566,653 753,682

Edward Wal Sun Cheng

Co-Chairman

@




Company Balance Sheet

Statements of Changes

in Shareholders' Equity

B

AS AT 31ST DECEMBER, 2001 FOR THE YEAR ENDED 31ST DECEMBER, 2001
2001 2001 2000 Group
Note US$000 HK$'000 HKS'000 Resarve
Non-current sssets Share :-u_.”a...ﬂ Share A o " Total
Subsidiaries 29 _..307.359 2,396,784 2,410,981 capital Reorganisation pramium losses oquity
. HK$'000 HK$'000 HKS'000 HK$000 HKS'000
Current assets As at 1at January, 2000 1 1,254,000 - (2211,112) (957.111)
Prapayments and other receivabl § 3 1,108 Shares tssued in respect of
Benk balances 8 L1J 1,021 the global offering 69,000 - 2,538,200 - 2,608,200
11 88 3030 Bonus iesue 229,999 - (229,995) - -
Current liabilites Expenses incurred In
Other payables and d chan 559 4,359 6,519 connaction with the issue of
shares - - (184.777) - (184.777)
Net current abiltties e 548) ) {3489 Loss for the year = = = (466,568)  _ (466,568)
As at 315t December, 2000 299,000 1,254,000 2124424 (2,877,880 009,744
308,811 2302511 2407492 =20000 1254000 2124424  (2677.680) 909744
As at 18t January, 2001 299,000 1,254,000 2,124,424 (2.677,680) 909,744
Finenced by. Loss for the year - - - (211,748) (211,748)
Share capitsl 20 38,343 269,000 299,000 As st 318t Docermber, 2001 299,000 1,254,000 2,124,424 (2,889, 428) 787,996
Ressrves 288,468 2,093,811 2,108,492
Sharsholdens’ equity 306,811 2,392,511 2407492 Company
Total
Shere Share A Aated h
000 :xu.oﬁ HK$000 H
©On behalf of the Board HKS KS$'000
As at 1st January, 2000 1 - - 1
Shares fssued In respect of
the global offering 69,000 2,539,200 - 2,608,200
Richard John Slemens Edward Wal Sun Cheng o o (220.909) - -
Co-Chaimman Co-Chairman tion with the lesus of
shares - (184,717) - (184,777)
Loss for the year - - (13,832) {15,932)
As at 318t December, 2000 299,000 2,124,424 (15,9832) 2,407,492
As st 181 January, 2001 299,000 2,124,424 (15,832) 2,407,492
Loes for the year - - {14,981) {14,981)
As gt 315t December, 2001 299,000 2,124424 (30,913) 2,392,511




FOR THE YEAR ENDED 31ST DECEMBER, 2001

Net cash outfiow from operating activities 23(n)

investing activities
Investment in a joint venture .
Payment of 3G Licence fees
Payment of 3G Licence related expenses
Purchases of fixed assets
Prooseds from disposats of fixed assets
I in d cash deposil

of cash deposits

Nat cash outfiow from investing sctivities
Net cash outflow before financing

Financing 23(b)
Repayment of long-term bank loans
Repsyment of long-term vendor loens
Capital o} t of ft loase payment
Repayment of convertibie notes
Issue of shares
Exp Incurred in ction with the
issue of shares
Increase in fong-~term vendor lcans

Net cash (outflow)inflow from financing

(Decreass)/increase in cash and cash
oquivaltents

Cash and cash equivalents at 15t January

Cash and cash equivalents at 31st D b

Analysis of balances of cash and cash
oquivalents
Bank belsnces and cash

&

Consoidated Cash Flow

Seatement

2001 2001 2000
US$000 HK$000 HK$000
IO P50 . 88,355) §324,354)

%) (940 -
(32.059) (250,000)
(105) (821) -
(18.808) (148,664) {(122.247)
85 504 11,689
(6010) (39,088) {83,640)
- - 815
L N Y. SN .Y )
(678820 _5mMD _s7an
(3.078) (24000) -
(2,506) {19,543) (1,012,685)
(re0) s927) (8759)
- - (430,900)
- 2321935
(184,777)
- 380174
. E) {0 a10) 1,084,994
(74.226) (578,812) 537,257
80,295 626,140 88,883
6,089 :mwwo m:o
8,009 47,328 ﬁ:o

Notes 1o

the Accounts

1 Basis of preparation
Pursuant to a group reorganisation (the “Reorganisation”) completed on 24th February, 2000 to rationailse the group
structure in preparation for the listing of the Company’s shares on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange®) in Hong Kong and the NASDAQ National Market (the “NASDAQ") in the United Statss of America,
the Compeny bacame the hoiding company of its subsidiaries (the "Group®). The Company’s shares were successfully
i Hsted on the NASDAQ and the Stock Exchainge on 15th March, 2000 and 16th March, 2000 respectively.

The compsrative figures of the acoounts have been prepared on the basls of merger accounting as if the
Company had besn the holding company of tha other companies comprising the Group throughout the yesr
ended 31st December, 2000.

The accounts have been prepared under the historica! cost and in with nting peinoipk
generally sccaptsd in Hong Kong and comply with accounting standands issued by the Hong Kong Society of Accountents
("HKSA™.

g Practice ("SSAPs”) issued

In the current year, the Group adopted tha foliowing Stat of Standard A
d ing on or afler 1st January, 2001:

by the HKSA which are effective for

SSAP 9 (revised) : Events sfier the balance sheet dste
SSAP 14 (revisad) : Laases (effective for periods commencing on or sftsr 1st July, 2000)
SSAP 26 : Segment reporiing

SSAP 28 : Pre gent ksbifities and contingent sesets

S8AP 29 < intangible assets

SSAP N : impairment of assets

SSAP 32 : Consolidated financial and ing for § in idiari

The Group has 2is0 esrly adopted SSAP 1 (revised) “Pre of fl and SSAP 15 (revised)

“Cash flow statements” which will be effective for

ing on or after 18t Jonuary, 2002.

vy




Notes to

the Accounts

2 Principal accounting policles (b) Revenue recognition
The prinoipal g pobici pted in the preparation of these are set out below: The Group recog on the f g bases:
(») Oroup accounting (1) Telecommunications revenues
{l) Consolidation Tek i P in respect of mobile sarvicas and intemetional
The consotidatad accounts of the Group P the of the Company and its subsidiarles made services. Revenus from moblie services comprises connection fees and fees for usae of the Group's network
up to 31st December. A subsidiary s a company in which the Compary, directly or indirectly, holds more and faciliies by SUNDAY subscribers and intemational cslls by such subscribers from mobile phones.
than haif of the issued share capital, controls more than haif of the voting power, or controls the composition C ction fes Is gnised upon completion of activation services. Revenue from international
of the board of directors. The results of ri quired or dispossd of during the year are included in J h pri from fixed line intemational calla by SUNDAY subsaribara
the consolidated profit and loss account from the effective dats of soquisition or up to the effective date of and international calls by non-SUNDAY subscrib Subscribers pay monthly fees for usage of the Group's
disposal as appropriate. network and faciltes which inciude an agreed minimum amount of free alrtime for local and ints
calts. Feea for airtime in excses of the agreed and calls are ged based on usage.
Al significant pany tions and bel within the Group are eiiminated on consofidation. Revenua for usage of the Group's network and facilities is recognised in the period in which usage of such
network and fackiSes is provided and collectibility cen ba y R in reepect of intemat
In the Company's bat shest the Iny in subsid are stated st cost lass provision for impeirment calts snd mobile sirtime in excess of the minimum agreed amount (s recognised when the respective calls
iosses. The resuits of L are for by the Company on the basis of dividends received and are made and collectibiity can be reasonably sssured.
receivable.
o in ady prises the up-front subscription fees d from subscribers upon
(1) Joint ventures purchase of moblle phones and prepe cription fees received from sL They are for provision
A joint ve isa | g rhereby the Group and other parties underiake an economic of mobite airtime #nd acoess to the Group's network for an agreed period of ime In accordance with the terms
activity which is subject to joint control and none of the participating parties has unilateral control over the of the sales and sarvices agr nts and are deferred and stisad on a straight line basis over the agreed
sconomic activity. period.
The consolidated profit and loss account inciudes the Group's share of the results of a [ointly controlled entity () Revenue from saies of moblie ph and .
for the year, and the lidated b sheet includes the Group's share of the net assets of a jointly Revonue from sales of moblie p and is recognised when the mabile phones and eccessorfes
controlled entity. sre delivered fo customers and coftectibility can be bly d. Where 8 signs a sales
and services ag n ton with the p of a moblle phone and accessories from the Group

and the provision of telscommunicationa services, revenus in respeci of the servics element of the agreement
is recognised basad on the fair value of the service slament, which is the price the Group charges to customers
who subscribe for telecommunications services only, without purchase of a mobile phons and accessories.
The der of the total from the ag tis d to from sale of the mobils phone
and eccessories.

&7 &
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(i) Data revenue
Data rk in ct of mobile data services. Monthly fess for usage of these sarvices
-agnacoagu:noﬂ.!g_

{Iv)Interest income
K is gnised on a time proportion basis, taking ino the princp
snd the interest ratas appficable.

(c) Subscriber acquisition costs
dtsagiuﬂciaggsgg.é%ggg%ig?!ag

to the Group and sk P are exp d o8 d. and cost of sales in respect of sales
of mobile p and ries are In revenus from sales and cost of sales of mobiie phones and
pectively. C P wre included In advertising, promotion and other setiing coets.

Abgiigg
g and p ¥ costs are d to the profit and loss account as incurred.

(o) Warranty costs
?grgiﬁggiﬁh’!gigaﬁ!g’dgﬁilg

and acoesssories. The Group provides wammaniy to upon sates of mobile phones and accessories with
similar terms and conditions to the warranty offered by the manufacturers. Provi s made for y costs
not ble from the Ay

() Borvowing costs
§gg-3§-§8?§§2%l!ii§!¢

E_S-n!c-.!an_vo:oa%n:.o»uoo.gali_:gi:!ﬂ-losonv_i_o&-vl.ic.ooﬂ.i
that asset.

Al other ing costs are changs d 10 the profit and l0ss sccount in the yeer in which they are incurmed.

(g) Retiremant benefit costs
The Group's contributions to the defined L nt sch are axp d s and are rec
by contributions forfeited by thoss employ who leave the schemaes prior to vesting fully in the contributions.
The sssets of the sch are heid sop ly from thoss of the Group in independently administered funds of
respective schomes. '

Notes to

the Accounts

(h) Deferred taxation

Deferred ion is d for at the current rate in respect of iming diff b profit as
8.358‘2;%8-3E%--glssiugt.osﬁoé;i:__uz_iggna!.:-
@eciad to be paysble or inthe le future,

() Fixed assets
Fixed sssets are stated st cost less

tion. Depreciation of fuced assets is calcuiated to write

giggzoﬁss&gfs ight line basis. d ussful Kves sre summarised
a8 follows:

Network equipment Shorter of 10 years or tease period of 1 to 3 years

Computer equipment Shorter of 5 years or lease period of 1 to 3 years

Leasshold improvements Lease period of 2 to 10 years

Fumiture and fixtures Syears

Offios equipment 5 years

Motor vehicles 5 years

The cost of the network squipment comprises the purchase cost of rk assets and equip and direct

in respect of the P of the network

z_-.ﬂno-?.:ﬂ_:cn_ n restoring fixed sssets to their §§3§§59i85§~!§§
are capitalised and depreciated over their expected useful livea to the Group.

At each balance sheet date, both and t of information are dered 10 sssess wheth

there is any indication that fixed sssats are imp 1f any such axists, the recoverable smount of the

fixed sssels are estimatnd and where relevant, an impai foss is gnised to reduce the fixed assets to the
Such impal losees are recognised in the profit and loss accourt.

?.n-.:olo:c:&-oonn_inEirgniﬂuso-cug?:aﬂ_oaﬂg-sn?o!i:o
of the asset, and is gnised in the profit and loss account.
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Assets under loases

) Finance leases
Leases thai substantiafty transfer to the Group all the risks and rewards of ownership of assats are accountsd
for as finance leases. At the inception of a finance lease, the feir value of the asset is recorded together with
the obilg ding the interest 1, to pay future rentats.

Payments to the leesor are trested as consisting of capital and interest Finance charges sre charged
o the profit end loss acoount in proportion to the capital belances outstanding.

Assats held under fin. leases are depreciated over the shorter of their estimated useful kves or the lease
periods.

(1f) Operuting leases
Loases where substentially ail the risks and rewards of ownership of assets remain with the leasing company
are accounted for as operating lesses. Rentals applicable to such operating leasas are charged to the profit
and Ioss scoourt on & straight ine besis over the lease term.

(k) Intangibie ssset

0]

The moblie carrier licence to estabilsh and maintain a third-generation (*3G*) mobiie telecommunications network
and to provide 3G services in Hong Kong ("3G Licence®) is recorded as an intangible asset. Upon the grant of the
3G Licende, the cost of the 3G Licence, which Is the discounted value of the minimum annuai Kcence fees paysbie
over the licenos period of 15 yesrs, is recorded fogether with the obig: 1s provided on a straight
line basis over the iife of the 3G Licance, commencing from the date of launch of the 3G services.

The difference between the discountsd value of and the total of, the mini ennuat fees payments
P ts the effective cost of fi ing snd gly. for the period prior to the launch of the 3G services,

this hs capitalised as part of the cost of the intangible asset consistent with the policy for borrowing costs as set
out in note 2(f). Subsequent to the launch of the 3G services, such finance costs will be charged to the profit and
foss account in the year in which they are incurred.

Prior to the launch of the 3G services, the b ol the gible aseet is d at each bal
sheet date and where relevant, sn impainment loss is recognised 10 reduce the intangible asvet (o its recoverable
amount. Such impairment iceses are recognised In the profit and loss acoount. Subsequent to the launch of the
3G services, at ouch balance sheet date the will be esti i there Is any indication, based
upon both internal and external of inf that the gitle ssset ks impaired.

Inventories
Inventories are stated st the tower of cost and net realisable vaiue. Cost is caloulated on the weighted average
besis. Net ie valus is ined on the basie of anticipstad sales proosads less estimated sefing expenses.

&r

Notes to

the Accounts

(m) Trade recelvables
Provision is made against tade receivables 10 the extent that they are considered to be doubtful. Trade receivables
in the baiance shost are stated net of such provision.

{n) Refundable deposits
fundable depoeits ars received from who require mobile intemational calls and Ing services.
The refundable deposits are ratained by the Group and are included in othar payabies and accrued charges for
as long as the customers require these services,

(o) Cash and cash equivalents
Cash and cash equivaients are carried In the balance sheet at cost. For the purposes of the cash fiow statement,
cash and cash equivaients comprise cash on hand, deposits heid at call with banks and bank overdrafts.

{p) Transintion of fereign carrencies
In foreign during the year are transiated into Hong Kong dotters at the rates of exchange
ruling &t the transaction dates. Monatary sesets and liabifties d inated in foreign ies are inoorp
Info the by traneiating foreign les into Hong Kong doliars at rates of ge ruling at the bal;
sheet date. Al exchenge differences arlsing ans included in the profit and loss account.

(q) Cenvenience transiations
The consolidated profit and loss sccount and consolidatad cash flow statement for the year ended 31st Dscember,
2001, and lidated ba! sheet and company bai shoet a3 at 315! December, 2001 contain certain
transiations of Hong Kong doflars to U.S. dollars at the rate of HK$7.798 to the U.S. doflar. Such translations
shoutd not be construed ss representations that the Hong Kong doflar smounts represent or have been. or could
have been converted into U.S. dollars st that or any other rate.

(") Comparatives
Where necessary, comperative figures have been adj [ with ges in p in current
year. Inp comparatives have been adj or ded to take into account the requirements of SSAP
14 (revised) "Laases” which the Group implementsd in current year,

SSAP 14 p bes the g P and requirsments in refation to finance and operating leases.
The adoption of SSAP 14 does not have sny impact on these aooounts except that the comparatives of notes 22
and 26 to the have been extended or

2.




3 Sepment iInformation
The Group s principaly

gaged in three busin | In Hong Kong: mobite sarvices, sales of mobile phones

and ries, and | 18l telscommunications and other services.
International
Sailes of telecommunications
Mobile mobile phones and
services ang scoessories other servicss Group
2001 2001 2001 2001

HK$000 HK$'000 HK$000 HK$000
Tumovet 1,165,309 242901 14,083 42393
Loss from operations (38,127) (52,058) {12,125} {1563,210)
intarest income 21,592
Finance costs (10,130)
Loss for the year (211,748)
Segment assets 1,974,904 47,904 57,167 2,078,875
Investment in a joint venture 4,940
Unallocated assets 184,371
Tota! assets 2,260,286
Segment liabitities 670,263 27,120 24,655 722,038
Unatiocated Eabilites 758,252
Tota! flabifities ,__&3&
Intangible asset 583,920 - - 583,930
Capital axpenditre 108,590 3,604 1,020 110223
Depreciation (241,906) (12,184) (11.012) (285,102)

Hr

Tumover

Loas from operations

Interest iIncome
Finanos costs

Loss for the year

Segment assets
Unafiocated assets

Tola) asoets

Segment Habifites
Unallocated Sablities

Tota! iabilities

Capital expenditure
Depredation

?-338‘.9.052.3-38-,
Intangible asset, fixed assets, &

Hotes t6

the Accounts

Intemational
Sailes of telecommunications
Mobite mobila phones and

senvices and sccessories other services Group

2000 2000 2000 2000
HK$000 HK$'000 HK$000 HK$000
£68,718 404,444 57,231 1,450,393
{148.150) {06,002) {138.441) (380,683)
51,053
{136,928)
{466,568}
1,491,947 70,903 88,223 1,649,073
726,199
2375272
478,494 52,498 40,441 571433
804,095
2318528,
283,623 12,133 33517 338,273
(229,975) (16,692) (14,624) (261,291)

the bush

ries, trade

Segment Habilites P

ivables, dop and p

Capital expenditure comprises additions to fixed sssets (nots 14).

P assets consist primarily of the
pay ts and mainly sxclude cash.
P g lisbilities, 3G Licance fees flability and mainly exciude long-term loans.




4 Cost of rventories sold and services provided

Coet of inventories soikd represents cost of mobile phones and accessories sold. Cost of services provided represents
interconnection charges, cost of out-bound g services, p for doubtful debts, billing materiats charges,
bill coflection chargas, cost of prepaid cards and revenue sharing expsnses.

Loss from operatiens
Loss from operations is stated after charging/(crediting) the f

2001 2000
HKS$'000 HKS'000
Cost of inventories sold 244,981 424 549
Deprediation:
- owned fixed assets 258,641 253,450
- lnased fixed assets 6,461 T7.6811
Loss/(gain) on disposals of fixed assets 1,128 (60)
Operating leases charges:
- land and bulidings, including transmission sites 209,370 180,983
- leased fines 94,777 102,265
Provision for doubtful debts 19,579 28,501
Auditors’ remunertion 840 840
Finance costs
2001 2000
HKS$'000 HX$'000
Interest on bank loans and overdrafts 52,160 65,102
Interest on vendor ioans repayable within five years 16,540 35,508
Inerest on convertible notes - 34,428
Interest elsment of finance lease payments 413 814
Other incidental bormowing costs 1,017 1,088
70,130 136,938

7

Notes to

the Accounts

Tuxation
No provision for Hong Kong profits tax hes been made as the Group has no assessable profit for the year (2000: Nit).

The Group hes not recorded a deferred tax credit in its consolidated profit and loss account for the years ended 31st
December, 2001 and 2000 in respect of tax losses due to the y that the itant deferred tax assets will be
recoversd in the forssseable future.

Deferred taxation credit/(charge) for the yeer has not been provided In respect of the following:

2001 2000
HX$'000 HK$'000
P 24,459 (795)
Tax losses 12,817 100,715
Other temporary differences —__(49) —(2,881)
3rz227 96,933

Loss for the yeur

The loss for the year Is deait with in the sccounts of the Company to the extent of HK$14,981,000 (2000: loss of
HK$15,932,000).

Loss per share

(a) Basic loss per share
The caiculation of basic loss per share is based on the Group’s l0ss for the year of HK$211,748,000 (2000: loss
of HK$466,568,000) and the weighted average number of 2,990,000,000 shares (2000: 2,850.491,803 shares) in
issue during the year,

The weightad sverage number of shares in issue during the yeer ended 31st December, 2000 has been caloulated
as if the 2,300,000,000 ordinary shares were in Issue on 1st January, 2000 and on the basis that the 690,000,000
ordinary shares were issued on 15th March, 2000 p to the giobal offering of the Company's shares.

(b) Diluted foss per share
There is no dilutive effect upon exercise of the share options on the (oss per share for the years ended
31st December, 2001 and 2000.

10 Eamnings before I t, tax, depreciation and amortisation ("EBITDA")

EBITDA represents earnings/losses of the Group before Interest income, fi costs, taxation, deprect and
asmortisation.

=4




11 Rativement banefit costs
Pursuant to a trust deed entered into by the Group on 1st Aprit, 1998, the Group has sat up a defined contiibution
to pr benefits for its employses with retrospective effect from 1st July, 1997 (the “Retirement
Scheme”).

AN permanent full time employees wers sfigible to join the Reti % Sch before the datory Provident Fund
("MPF") Schema was set up on 1st December, 2000. Under the Rath Sch the employees were d

1o choos® to contribute either nil or $% of their monthly salaries. The Group's were calcutated st 5% of
the employee’s salaries.

With effect from 15t December, 2000, the Group has set up ancther defined ati the MPF Scheme,
for o the efigible employses of the Group g the smployoes under the f Sct The con

from the employees and employer are made to the MPF Scheme only and are no longer made to the Retirement
Scheme.

Under the MPF Scheme, the employoes are required to contribute 5% of thelr hly salaries up % a maxi of
HX$1,000 and they can choose to make additonal contrbutions. The Group's thiy lons are dated ot
5% of the smployes’s hty salaries up to a of HK$1,000 (the "mandatory contiibutions*). The Group
makes certain addiional contributions if the employee’s monthly salaries excesd HK$20,000 (the “voluntary contributions™).

Under the MPF Schemae, the smployees are entitied to 100% of the employer's mandatory upon thelr
retirement at the age of 85 years old, death or total incapacity. The employees are entitied to 100% of the Group's
voluntary contributions after seven yeers of completed service of et a recucad scale of the Group's volurtary contributions

after completion of two 1o six years’ service, Under the Reti Sch the employess ers entitied to 100% of
the employsr’s contributions after seven yesrs of compieted service, or at a reduced ecale sfter compietion of two to
six yoars' wervice. Forfalted contrib sre i ba ref 1o the Group and sppiied 10 reduce the Group's contributions.
The Group's stions 1o the are as follows:

2001 2000

HKS'000 HK$'000
Gross employer’'s contributions 9,890 8,104
Less: Forfeited contributions utiised (18) (3,593)
Net employer’s harged to the profit and loss account 9,872 4,511

Contributions payable as st 31s{ Deceniber, 2001 was HK$892,243 (2000: HK$1,633,000). Forfeited contributions
not utllised and available to reducs future contributions as &t 318t Dacember, 2001 were HK$29,000 (2000: NH). The
schame assets are heid separately from those of the Group under respective provi funds ged by indep
administrators.

&

Notes to

the Accounts

12 Directors’ and g t's its
(a) Directors’ emoluments
The aggregate of | o of the Company are as follows:
2001 2000
HK$'000 HK$'000
Foes 600 558
Salaries, other allowances and benefits In kind 11,754 11,700
Bonuses 1.448 24,863
Retirement scheme contributions - 198
13,800 37,319
The above amounts Include directors’ fees of HIK$400,000 (2000: HK$372,000) paid to independent non-sxacutive
directors.

The emoluments of the directors fall within the following bands:

Emolumant bands Number of directors

2001 2000
Nt - HK$1,000,000 8 "
HK$1,000,001 ~ HK$1,500,000 5 E]
HK$5,500,001 ~ HK$6,000,000 1 -
HK$29,000,001 - HK$29,500,000 ~ 1
During the yeer no options were granted to or ised by the di
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(b) Manag t's

whose emoluments are refk

highest in the Group for the year includs one (2000: one) director

{2000: four) individuais during the year are as follows:

Saleries, other aliowanoes and benefits in kind

Bonuses

The smoluments of thess four individuals fell within the folowing bands:

Emolument bands

HK$2,000,001 - HK$2,500,000
HK$2,500,001 - HK$3,000,000
HK3$3,000,001 - HK$3,500,000
HK$4,000,001 - HK$4,500,000
HK$5,500,001 - HK$8,000,000

13 Intangible asset

Group

Addition
Amortisation

At 31st December, 2001

ts payabie to the g four
2001 . 2000
HKS'000 HK$'000
1,714 8,667
4,107 2999
400 289
16,221 11,955
Number of Individuals
2001 2000
- 1
1 2
1 -
1 1
NHA “ﬂ“ﬂﬂl
3G Licence
HK$'000
583,830
583,930

Notes to

the Accounts

On 22nd October, 2001, the Group was granted 8 3G Licenoe (note 2(x)) In d with the provisions in Chapter
106 of the Telecommunications Ordinance. The 3G Licenca will be valid for 15 years from the date of grant and requires
the Group to install, maintain and use equipment for the 3G telecommunications network and to provide 3G services
in Hong Kong.

Pursuant to the terms of the 3G Licence, the licence fees payable in arrears for sach of the first five years following
the grant of the 3G Licence shall be the minimum annual fees indicated balow (*Mini Annual Fees®) of
HK$50 mifion per year, and in each of the remaining 10 years, shali be the higher of 5% of the tumover attributable
o the provision of the 3G services and the Minimum Annual Fees for each year of the 3G Licence:

Minimum Annual Fees ;0.8.3

it $0,000
2nd 50,000
3nd 50,000
4th 50,000
5th 60,000
6th 60,124
Tth 70,249
8th 80,373
Sth 90,497
10th 100,622
11th 110,746
12th 120,870
13th 130,895
14th 141,119

15th 151,243

Totad 1 _us.aaa

The cost of the 3G Licence is stated at the value of the Annual Fees to be paid over the licence
period, fogether with certain direct expendiises and the inanos costs capitalised prior to the kaunch of the 3G services.
The discount rate, which represents the Group's weighted average cost of capital, is 11.2% as at 31st December, 2001,

The cost of the 3G Licence will be amortised over the licence period from the date of launch of the 3G services.
The 3G services have not been | as at 318t D , 2001,

The canrying amount of the 3G Licencs as at 31st December, 2001 would have baen HK$1,307,659,000 had it been
siaind at the total undiscourted future cash payments.

&
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14 Fixed assets

Group

Cost
At 18t January, 2001
Additions
Dispoeals

At 313t Decormber, 2001

Acoumitated depreciation
Al 1st January, 2001
Charye for the year
Disposals

At 318t December, 2001

Net book value
At 318t December, 2001

Al 318t December, 2000

Network  Fumituie  Offios  Computer  Molor  Leasshold

equipment and fdures eq

HKS000 HKSO00  HX$000

s Tots!

HKS000 HKS000 HKS000 HK$000

1,620,051 743 12732 202905 3354 209815 2,146,200
80,338 T4 460 17,93 - 11420 110223
(221) (96) (174) ___{1.082) (483) _ (1.526) _ (10.182)
1700168  TAN 12418 210754 2871 303708 224833
374,806 3141 6055 109,190 1882 201,138 696,302
172,348 1493 2541 44481 644 436818 265102
(150) (78) (564) (839) (317) ___(8.508) __ (8.552)
547,091 4,558 8,032 152812 2200 238,150 952,852
1,153077 2853 4385 66042 662 65550 1203479
1,245155 4202 8877 __ 93715 1472 _ 98,677 1449968

At 31st Decomber, 2001, the net book value of fixed assets heid by the Group under finance leases amounted to
HK$2,863,000 (2000: HK$10,436,000).

All fixed assots were pledged as sacurity for the benk loan and vendor loan faciities of the Group.

Notes 1o

the Accounts

18 Investment In a joint venture

HK$'000 HK$'000
Share of net assets 1

Advanca 4939

4,940 [

Details of the joint venture are s follows:

Place of Principel activities

Name Neture incorporation Voting power and piace of operation

Atris Limited Corporate Hong Kong 50% Development of
spplications for wireless
communication:

in Hong Kong *

The advance to Atria Limitad ts unsecursd, intarest free and has no fixed repayment terms.

16 Rastricted cash deposit
As st I1st December, 2001, a bank deposit of HK$2,385,000 (2000: HK$2,385,000) has been pledged 1o & bank in

retum for & bank guarantee issued in respect of the use of facilities et the Hong Kong Intemational Alrport for the

provision of mobile services. The guarantes will expire in March 2007,

As #t 3151 December, 2001, another bank deposit of HK$132,706,000 (2000: HK$93,640,000) was rstricted to sattie
the bank loans, vendor ioans and the relevant interest repayable within six months.

17 trventories
The carrying values of the inventories are as follows:

Group )
200 2000
HK$'000 HKS$'000
Mobils phones and accessories
Cost 26223 20,504
Lees: Provision (5,785) {13,429)
20,448 16,075

As at 31st Decamber, 2001, the carrying amount of inventories that are stated at net restisable valus amounted to
HIK$19,830,000 (2000: HK$13,852,000).

Allfr were pladged as y for the bank loan and vendor ioan facifities of the Group.

&
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18 Trade recelvables
The Group afiows an average credit period of 30 days to its trade d The ageing ysis of the trade recelvables
is as follows:
Group
2001 2000
HKS$'000 HKS'000
0-30 days 63,463 63,953
31-60 duys 13,902 17,479
81-00 days 8755 10,550
Over 90 days 4,342 7371
68, 99,353
i ——————4 ————
19 Trude payables
The ageing analysis of the trade payables is as fotlows:
Group
2001 2000
HKS$'000 HK$'000
0-30 days 36,170 72,939
31-80 days 2383 4,965
61-80 days 2,097 1,783
Over 90 days 6,682 10,810
47,832 90,277
e — -4
20 Share capital
Company
2001 2000
HK$'000 HK$'000
Authorised:
10,000,000,000 (2000: 10,000,000,000) ordinary shares of
HK$0.10 each 1,000,000 1,000,000
I ] R
1ssued and fulty paid:
2.990,000,000 (2000: 2,990,000,000) ordinary shares of
HK$0.10 sach 299,000 209,000
) 1

The following changes in the Company’s shars capits) took place from the Company's date of incorporation to
31st December, 2000:

(i) Upon incorp 10n 24th N ber, 1999, the Company's suthorised share capital was HK$380,000 divided
into 3,800,000 shares of HK$0.10 each and one share was lssued at par for cash. On the same dats, 89 ordinary
shares of HK$0.10 sech were lssued st per for cash.

(H) On 24th February, 2000, the Company issued s further 7,900 shares of HK$0.10 sach at par in exchange for
shares of SUNDAY Holdings Corporation.

{ih) F to special itions in writing p d on st March, 2000, the authorised share capital of the Company
was increased from HK$380,000 to HK$ 1,000,000,000 by the creation of 9,896,200,000 shares of HK$0.10 each.

&

Notes to

the Accounts

{tv) On 15th March, 2000, pursuant to the Global Offering of the Company’s shares, 90,000,000 shares of HK$0.10
esach were issued to the public and institutional fnvestors at HK$3.78 per share (the "New lssue®) for cash. The
excess of the issus procesds over the par vaiue of the shares issued was credited to the share premium account.

{v) Immediately foilowing the New lssue, 2,299,992,000 shares of HKS0.10 sach were issuad at par to the shareholders

on the register of membecs of the Compary as at st March, 2000 by wey of capitalisation of a sum of HK$229,899,200

standing 10 the credit of the share premi of the Comp

{vi) The shares of the Company were listed on the NASDAQ and the Stock Exchange on 15th and 16th March, 2000
respectively.

Share option scheme '

On 1st March, 2000, the shareholders of the Company approved and adoptad a share option scheme (the "Share
Option Schems®). Under the Share Option Sch the board of dil may offer to grent qualifying employees
and directors of the Company or its subsidiari pti to for ordinary shares of the Company.
Upon pling an option, & grantee must pay HKS$1 to the Company as consideration for the grant within 28 days
from the offer date.

The maximum number of ordinary shares over which options may be granted undar the Share Option Scheme may
not excesd 10% of the Company's issued share capital from time to time (excluding for this purpose from the issued
share capital any shares which have been issued on the exercise of any option granted under the Share Option
Scheme). The number of shares over which an oplion may be grantsd {0 any one person at any time is iimited
such that no person mary be granted an option, which, if exercised in full, would result in such person becoming entitied
1o subscribe for shares which, when aggregatad with the total number of shares subscribed under options previously
grantad o that employee, wouki excesd 25% of the aggregate number of shares over which all options may be granted
under the Share Option Scheme.

The boerd of may in its discretion, the for a share paysble by a participant upon
the exercise of any option granted under the Share Option Scheme and such price will not be less than
the higher of: (1) the nominal value of the Company’s share; or (2) B0% of the average of the closing prices of the
Company’s shares on the Stock Exchange on the five trading days immedintely preceding the dats of grant of the
option on which there were dealings In the Compeny’s shares on the Stock Exchange.

The boerd of di has sbsolute discretion to determine the period of any option, except that no option
may be axercised more than 10 years sfter its grant.

Sublect to eartier termination by the Company In a g ting of shareholders, the Share Option Scheme wilt
remain in force for 10 yesrs from s adoption date.
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Details of the share options outstanding as &t 31st December, 2001 which have bsen granied under the Shars Option
Schems are as follows:

Oplions Oplions Oplions Ogptions Oplione
haid st oreniad wwrdesd  Wpeed held Enardes
January, during the Gringthe  during the Ducasmbar, prics Exnorcleabin
2001 your your yoor 2001 s Geant date™ unil
Exeoutive Direclors'! 90,000,000 - - £0,000,000 101 AOZ000 Y2010
Chief Exsastive') 15,000,000 - - 18,000,000 1M 31082000 ANH2010
smployese 202,643 - s0za0m® 20208848 308 230VM00  220¥2010
36,306,100 - 8,813,209 30,651,857 1.01 31/06/2000 V082010
2482470 - 388,470 2,008,009 208 31062000 30082010
213, W 304,970 3.828.177 1.0 19/01/2001 180172011
Notex:
(1) Atthe dela befors tha optiona wers granted, 15t Janusry, 2001, the merkst valua py shave wis HIKIKLEZ.
(2) Thasa share options lepeed during B yesr upon he of certain
(3) Of the shera optiona granied, 40% become exsrtissble aflerone year. from the grant dete end 30% per annum during the following two yesrs.
{4} Detalls of the options graniad In the Exscutive Direciors end Chief Exscutive of the Company ere est aut an page 24 of this anncal report under
the heading of aod Chiel Intersets in

As at 315t December, 2001, 131,258,311 unissued share opions are available under the Share Option Scheme, representing
4.39% of the Issued share capltal of the Company.

The Group has computed the fakr value of the options granted during the ysar ended 31st December, 2001 using the Biack-
Scholes option pricing model and the following sssumptions:

Risk-{ree interest rate 5.33%
Expected dividend yleld 0%
Expectad volatility of the market price of the .
Compaeny’s shares 56%
Waeightad average expectsd life of the options 10 yoars

The Black-Scholes option pricing rmoded requires the input of highly subject

Ly ding the volatitity of share
ptions can materisily affect the fair value estimats, in the directors’

price. B changes in subjective input
opinion, the existing model does not ly provide & single of the fair value of the options. The
fair vaiue of the options granted during the year ended 31st D 2001 was computad as approximeiely HK$1,898,000.

Ngo charge was recognised in the profit and loss acoount in respect of the value of the options grantad during the year,

Notes 1o

the Accounts

21 30 Licence fess Hability
Pursuant to the terms of the 3G Licence, the Minimurn Annus! Fees (as set out in nots 13) are payable to the Office
of Tex ications Authority ("OFTA”) In arresrs. The aggregate of such fees are HIK$1,306,838.000. However,
pursuant to the grant of the 3G Licence, the Group paid an amount of HK$250,000,000 to OFTA during the ysar,
equivalan to the aggregate of the first five years' Minimum Annual Fees.

As st 318t December, 2001, the Group’s 3G Licence fees lisbility represents the discounted value of the remaining
Mink Annual Fees payable from the 6th to the 15th year and is analysad as foltows:

Group
2001 2000
HK$'000 HK$'000
Annual Fees payable after the fifth year 1,056,838
Future finance charges (123,729)
value of b Annual Fees 333,109
On 22nd Oclober, 2002, 2003, 2004 and 2005, the Group will be required to provide perf bonds In

equivalent to the 6th, 7th, 8th snd Sth years’ Minkmum Annusl Fees due respectively, on a cumulative basis. From 22nd
October, 2008 onwerds, the Group wik be required to provide such perf bonds in amounts equivalent to the
net five yesrs' Minimum Annusl Fees due {or the remaining Minimum Annusl Fees dus where less than five years),

22 Long-term loans and obligations under finance leases

Group
2001 2000
HKS$'000 HKS$'000
Bank loans (secured) (note 1) 576,000 600,000
Vendor loans (secured) (note a) 175,485 194,098
Obligations under finance lesses (note d) 2,158 8,088
753,613 803,083
Less: Current portion included under current liabliites
- bank loans (158,000) (24,000)
- vendor foans (38,990) (19,500)
- obligations under finance leases 1.870) (5.800)
196,960 (49,400
556,653 753,883

oy




(=) Bank and vendor loans

At 318t December, 2001 and 2000, the Group's long-term loans (exduding obik under fi
were repayable as foliows:
Bank icans Vendor lcans
2001 2000 2004 2000
HKS$'000HKS '000 HK$'000 HKS$'000
Within one yoar 156,000 24,000 338,990 18,500
in the second ysar 180,000 156,000 58,485 39,000
In the third to fifth yeor 240,000 420,000 77,980 138,498
576,000 600,000 175455 ._oa_sa

The bank loans and the vendor loans ggggvggnginuﬁniﬂqg
(the vendor loens”) bear Interest at prevailing market rates end are repeyabls in 15 q
from 11th March, 2001,

As at 313t December, 2001, the bank loans and the vendar loans wefe securad, amongst other things, by a charge
ovey all the assets, revenue and shares of Mandarin Communications Limited (*"Meandarin®), & wholly-owned
subsidiary of the Company.

(b) Banking and other berrewing

The Group had avsilable bank foan facilities of HK$600,000,000 which had been fully drawn down as st
318t December, 2000, With effect from 11th March, 2001, the bank loan faciiities avallable sre reduced in ine
with repayments being made (as ssi out in note 22(a)) and the available bank loan facifities ss at
318t Decomber, 2001 were HIK$576,000,000,

In addition, Nortel provided a long-term loan facility (the “vendor loan faciiity) of US$155,000,000 (spproximately
HK$1,208,000,000) to the Group for financing certain of its capital and other expenditures. The vendor loan facitity
was fully utitised in 2000. In 2000, the Group repaid Norte! an aggregate of US$130,000,000 (spproximately
HK$1,013,000,000) and at the same time Nortel g d a short-term revolving facility of the same amount (the
revolving loan facility”) to the Group with an expiry date on 12th March, 2001. During the year, the expiry date of
the revolving loan facility was further extended to 11th March, 2002.

With effect from 11th March, 2001, the revolving loan facliity is reduced in the same proportion as the
repayments of the vandoar loans (88 set out in note 22(a)) beer to the vendor loans of US$25,000,000 (spproxdmately
HK$194,998,000). As rt 318t December, 2001, the Ving loan faciity wae US$117,000,000 {(spproximately
HK$012,368,000) (2000: LIS$130,000,000, spproxdmately HK$1,014,000,000). The revoiving loan faciiity has been
extended to 10th Aprif, 2002 as set ot in note 28 to the accounts.

Notes to

the Accounts

(c) Bank and dor loane’

to the A ded and F 8p Support Agt a.on.ae_mnwauingo:g:o
between the bank, Nortsl and cerisin beneficial holders of the Group (| ty, Dk
Limited, USI Holdings Limited, Lat Sun Development Company Limited, The Hong Kong Parkvisw Group Limited
Iﬁgqgggvgsgigggiégz

iigations under the § pport Agr Any breach of the obiigations under the §

Zggggigggiggggn_gégss
no impact on the bank foen and vendor loan faciiities.

On 18th February, 2000, the Group has 0 the terms, in p the ts, of the bank loans and
the vendor foans with the bank end Nortel respectivety.

The revised bank loan and the vendor loan facllites sffective from 18th February, 2000 contain a number of

that restrict N rin's ability t0 take oertain actions without prior spproval of the bank and Nortel. Thess
inchude the f

¢ Mandarin must cperats its business in J with plans spproved by the bank and Noriel except
for varfations that would not have a dv offect on M rin' ial condition, its operations
or its abéity to repay the debt;

¢ Mandarin cannot incur capital expenditure in any budget period greater than 15% above the levels specified
[n its business plan then in sffect;

*  Mandarin is required to conti ly meet certain subscriber, ings (EBITDA), tangibla net worth and debt
servios ratio targets; ,

*  Mandarin must continue 10 be managed by such person or p who, in the ble opinion of the bank
and Nortel, have sufficient expertise and experience in the Hong Kong or i ional tel 13
Industry $0 as 10 be sble to provid gorial pe i to Imp and Mandarin's

business pian then in effect in accordance with good industry practios;

rin Is prohibited from ring or parying divic untif the combined ding belance of the facllites
is tess than HK$600,000,000. When Mandarin pays a divi , It Is required to make a prepay tothe
{acilities which equats the total smount of e dividend, and that dividend and the ing p t can

ondy be funded from the excess cash flow of Manderin;

Ho




Notes to

the Accounts

*  Manderin is required to deposit all of its revenues into sh account from which it may only withdraw amounts 23 Notes to the censelidated cash flow statement

for its op g exp riing capital and capitsl expenditures, as provided in the business plan then in {a) Reconcitistion of loss from operations to net cash outflow from operating activities
sffoct. The rest of ita revenue goes townrd paying principal and intarset on the facilties and into 2 minimum
six months debt service reserve for future p ts. {f there is any excess cash flow after these z%o.oe Imuﬁ.w.ﬂc
commitments, Mandarin use 50% of that axceas cash, but {t must use the other 50% to prepay the facilties:
e Loss trom operations (163.210) (380,689)
Depreciation 265102 261,201
*  Mandarin generally cannot, without consent from the bank and Nortel, incur new debt except for certain permitted Lose/{gain) on dispossl of fixed assels 1,126 {60)
indebtedness incurred in the ordinary course of business;
Opersting proft/(loss) before working capitsl changes 103,018 {119,452)
*  Mendarin cannot use its assets to securs any additional debt, subject 1o certain pii and incresss (n inventories (4,373) (8,255)
i trade receiveb posits, prepay
. and other raceivables 1228 19,127
Mandarin will be in default: . n payabk peysbiss snd
{f) ifit defaults on any other loan in excess of US$2,000,000 (approximately HK$15,586,000); socrued charges (75.538) {15,014)
(ii) if the Company, SUNDAY H ps Corporation or SUNDAY Investment Limited defautt on any other joan D in (63,758) (95,212)
axcess 10,000, pproximataty ,980,000);
i of 115$10,000,000 (s HK$77.900,000); or Ceah outfiow from operations (38422) {218,809)
(ifi) i, in the opinion of the bank and Nortel, an svent occurs which has a rial effect on Mandarin's
financial condition, operations or ablity o repsy debt. [nterest received 25,488 47,018
Interest paid (72,990) (150,669)
Interest alement of finance lease payments 413 814
Faiture to ply with these its and restrict ject to @ 14-day grace period in the case of & Other incidental bormowing costs paid ?nozw ?Acwmw
remediable event, would entitle the bank and Nortel to the rity of the ing debt under Net cash outfiow from opersting sctivities (88,355) muu._uuaw
the facliiies and ise their xity rights over sub y all of Mandarin's assets.
{b) Analysis of ges In fi ing during the year
. Obligations
(d) Obiigations under finance lesses: Share Share Long-term Convertitle  under finance
2001 capital promium joans notes loases
2000 HK$'000 000 HK$'000 HK$'000 ’000
HK$'000 HK$'000 i Hi¥
{Restated) At 188 January, 2000 1 - 1,221,517 700,000 8,746
Net cash inflowf(outflow)
Minimum lease psyments from financing 61,502 2,075,656 {632,511) (430,900) (8.753)
Within one year 212 6,760 Convertiole notes corverisd
in the second ysar 209 2314 into shares 7,496 278,787 - (269,100)
In the third to fifth year = 209 Bonus issue 229,999 (229,999) - -
2,332 9,263 Inception of finance tsases - - 8,092
Future finance charges on finanos ieases {174) {1,198} Purchases of fixed assets
Present value of finance lease Hab#ities 2,158 8,085 by directly sssuming
posh s e ——— fong-tarm loans ~ _ 206,002
The present value of finance isase Babilities is as follows: AL 31st December, 2000 ns_ooo W._N.maua qﬁ;_amo - a_amu
Within one yeer 1,970 5,900
in the your te8 1.7 Al 18t Jenwary, 2001 299,000 2,124 424 764,998 8,085
In the third to fifth = 188 N N N . - .
" yoar Net cash outflow from
i - - 4;
sa 0085 nancing (43,543) {5.927)
At 31st December, 2001 nuo_os »mn;_.n; 751,455 = N_A_ma
7




Convertible notes and interest convertad into shares

24 Deferred taxation

The potantial deferred tax essets/(Habilities) not provided for as

Tax losses
Other temporary differences

25 Capital commitments

In respect of purchases of fixed assets:
- contracted but not provided for
~ authorised but not contracted for

The Company did not have sny oapits! commitments as at 31st

2001 2000
HK$'000 HK$'000
Hablity 333,100 -
- 80%2
205902
—_— =208.285

of 31st December, 2001 and 2000 amount to:

Group
2001 2000
HK$000 HK$'000
(113,160) (137,619)
78,119 485,302
49 98
365,008 27,781
Group
2001 2000
HXS$000 HK$'000
118,044 19,767
70,510 282,000
188,554 mg_qﬁ

26 Commitments under operating leases

Al 315t Decamber, 2001 and 2000, the Group had future aggregate mini lease pay UNCRY NON<C
operating leases as follows:
Group
2001 2000
HK$'000 HK$'000
{Restated)
in respect of land and butidings, Includ} sites:
wihin one year 170,948 148,396
« in the second 1o ftith year inclusive 191,702 123,043
after the fifth year 2035 4,028
respect of lnased Hines:
within one year 55,145 48,637
- in the sscond to fifth yeer inclusive 33,121 14,907
e, 0258 L S35T8
372,851 339,839
The Company did not have any under g leases as at 31t December, 2001 (2000: Nil).

The following ls a summary of significant related party transactions which were carried out in the normal course of the

Group's business:

Group
2001 2000
HK$'000 HKS$'000
jons service and other
revenues received from a relatad companty (note a) 6,564 12,045
Operating lesse charges paid to relsted compenies (note b) (4.870) (5,304)
Salos and marketing servics fees peid 1o
@ beneficial shareholder (nole c) ©10) (510)
Consutting service fees paid 1 a relsted company (note d) _(833) -
(a) The Group entered into certain agr based on nomal commercial terms with a wholly-owned subsidiary
of a relaied company, e-Kong Group Limited ("e-Kong™), during the yeser ended 31st Decsmber, 2000. Under thess
sgresments the Group snabled the customars of e-Kong to makae intemationat Catls by providing (t interconnection
% the Group’s ications service faciity snd refermed the Group's subacribers of intemational
telecommunications servios to make intemationst catts directly through a web site of #-Kong. Such amangement
was e from 26th September, 2001 p to & revised 8yl d on the same dats.
The from ok ions service was HK$8,684,000 (2000: HK$4,471,000). The one-
time referral revenue of HK$7,574,000 wes included in other revenues in 2000.
Mesars. Richard John Siemens, Kuideep Saran and Wiiem Brucs Hicks are directors of both the Company and e-Kang.
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(t) The Group d into various op g leass o based on nommat commercial terms with subsidiaries

of certain beneficial shar or cted parties of the Company to leass & number of pramises for the
Group's operating activites.

(c) Dist [of ications Lirnited ("Dist "), & beneficial sharehoider of the Company, provided the Group
with sales and marketing services for foes which wers agreed basad on the resources spent, expertise aliocated
and aclual staff costs k d by D for pt g these services.

Messrs. Richard John Skemens, Willlam Bruce Hicks, Kuldesp Saran, Simon Murrey and Michae! Trigubotf are
ctors of both the Company and D

{d) The Group d into osrtain ag! ts basad on normal commercial terms with Lifetree Convengénce Limited
("Lifetres™) during the year ended 31st December, 2001, which provided various softwars development and conaufting
services to the Group,

Moessrs. Richard John Stemens, Edward Wai Sun Cheng, Willlam Bruce Hicks and Kuideep Saran are
of both the Company and Lifetree.

28 Subsequent avents
QOn 5th March, 2002, the expiry date of the revolving loan fadlity granted by Nortel (note 22(b)) wae extended to
10th Apil, 2002. On the expiry date, any outstanding amounts drawn down under the revoiving loan faciity will become
subject to the terms of the vendor loans and will be repald in ine with the repsyment schadule of the vendor loans.

29 Subsidiaries
Company

2001 2000
HK$000 - HK$'000
Uniisted shares at cost 1 1
Loan to s subsidiafy 2,421,735 2421735
Amount due to subsidiaries (24,952) (10,755)
»%8%0& Wﬂo_s._

The loan to and the amount due to the subsidiaries are unsecured, intorest froe and have no fixed terms for repsyment.

o

42

Notes to

the Accounts

The Comparry has the f g principal wholty-owned subsidiaries as at 31st D ber, 2001:
) Place of Issued and fulty Principai
Name incorporation paid up capital activities
Shares hekd directly
SUNDAY HOLDINGS Brifish Virgin 100 ordinary shares Irvestment holding
(HONG KONG) Istands of US$1 each
CORPORATION -
(formerty known as SUNDAY
HOLDINGS CORPORATION)
SUNDAY HOLDINGS British Virgin 1 ordinary share of US$1 Investment holding
(CHINA) CORPORATION | lslands
Shares held Indirectly
MANDARIN : Hong Kong 100 ordinary shares Provision of mobile,
COMMUNICATIONS LIMITED of HK$1 each intemational tale-
and 1,254,000,000 communications
non-voting deferred and other services,
shares of HK$1 each and sates of mabiie
phones and sccessories
SUNDAY 3G HOLDINGS British Virgin 1 ordinary share of US$1 Investment holding
{HONG KONG) Islands
CORPORATION
SUNDAY 3G Hong Kong 2 ordinary shares of Licenses of Hong Kong
(HONG KONG) UMITED HKS1 ench 3G Uicenoe
({formerty known as SUNDAY
TELECOMMUNICATIONS

(HONG KONG) LIMITED)

SUNDAY The Pecpie’s Note (a) Provision of back

COMMUNICATIONS Republic of offiom support
SERVICES (SHENZHEN) China (the "PRC") sorvices to the Group
LIMITED ("SCSSLY) ;

The principal activities of the subsidiaries, except for SCSSL which is operated in the PRC, are undertaken in
Hong Kong.

(n) SCSSL is registerec as a wholly forsign-owned enterprise In the PRC. The registered capital of SCSSL is
US$1.5 milion which was not paid up ss at 31st December, 2001.

30 Approvat of acceunts
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Informaton for

U8 fnvestors

The Group's financial statements are prepared in with mting principh y piad in Hong Kong The following table summarises the effect on ioss for the year of the differences betwesn HK GAAP and US GAAP,
(HK GAAP), sgéigﬁ:ig%ggs?cigﬁcmgv The significant
diffrences relate principally o the foSowing fiers and the ad) d ¥ 10 rostate lows for the year »8”25 <8.S§uic¢8au2
and sharsholders’ equity in with US GAAP are shown in the tables set out below. US$000* Ixudoo :xudeo
Loss for the year a3 reported under HK GAAP (27,154) {211,748) (468,568)
(a} Under HK GAAP, defarred taxation ia sccounted for st the cument taxetion rate in respect of timing diffe
profit as computad for taxation purpases and profit as stated in the acoounts to the extent that a iability or an asset is US GAAP adjustments:
cpoctad to be payable or recetvable in the ole future. Deferred tax on (3.137) (24,458) (7985)
Deferred tax assets on tax _ona and others 3,137 24,458 7085
rtisation of net on foe {1,332) (10,390) -
Under US GAAP, the Group is required to clefe tax assets and Habilities for the axpected future tax Comp tion cost I respect of i
consequences of il events that have been nthe or tax rety Under this method, deferred tax of deferred compensation for share options __(487) (3,800) (3,752)
assets and liabilities are recognised for future tax G bie to diffe the 3
carrying amounts of existing assets and liabiities, and their respective tax bases and tax cradit carryforwards using Loss for the yesr under US GAAP —i{28873) {225,838} {470,320}
onacted tax rates In offect for the year In which the differ are expected to be d or settled. A valustion Basic ioes per share under US GAAP 1.0 conts . 16.5 cents
allowance is recorded to reduce the canying amount of the deferred tax asset uniess It is more likely than not that Lo conty) 4185 conty)
such asset will be realised. Basic loss per ADS under US GAAP * _cﬁ.ﬁ “zﬁ.ﬂ uzm.ﬁ
{b) Under HK GAAP, ction tee s g when i upon pk of sctivation servioss. Under * One AD3 s squivilent 10 30 sharaa.
US GAAP, connection fes of the moblle services, net of the direct incremental costs incurred, Is deferred and o T e e Ty b o e s onfy and
gnised over the service period, which is sstimated based on the expecied stabilised
chum rate. Cormectad fee revenue amounted to HK$16,319,000, of which HK$10,390,000 was deferrod as at 31t
December, 2001,
{c) Under HK GAAR, no compensation cost 1o smployees i required 10 be recognised in respect of the grant of share
options. Procesds from issue of shares upon the exercise of share options are credited to share capitel end share
pr pectively and thene is no effect on the results of the Group in connection with the Shars Option
Scheme.

Under US GAAP, intrinsic value of stock options issued to smployees has been used in 5.8.3 tation of the
coat for g share options grantad to the Group's employess. Accordingly,

of HK$10,254,000 was recognised on options c.!..iis géggggggo«?
Company's shares at the grant date. The d d D Is i ggsginv&&
Deterrad compensation of HK$681,000 for the options forfeiied are din ders' equity. No comp

is recognised for options which are grantad with an exercise price equal 10 the fair market value of the Company’s shares
at the grant date. Comp costs ged to the consoliiated profit and loss account and credited to the
deferrad compensation for the years ended 31st December, 2001 and 2000 were HK$3,800,000 and HK$3,752,000
respectively In respect of amortisation of the deferred compensation.

Az o
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Informaiion lor

US Invevtors

?o-o._ci!cBgzﬁag?%ﬁg%.ﬁgﬂgng%iggcmg.

2001 2001 2000
uss000® HKX$'000 HK$000
Sharsholders’ equity as reported under HK GAAP 101,051 787,996 999,744
US GAAP sdjustments:
Deferred tax ligbitties (14,511) (113,160) {137,819)
Doferred tax asséts 61,887 481,038 466,000
Valuation allowance (47,178) (387,878) (328,381)
Deferred nst connection fees {1,332) (10,390) -
Additional paid-in-capita in respect of defarred
pensation for share optk 1227 9.573 9,800
Deferred compenastion not yet amortised for
share options (259) (2.021) (6.144)
Compensation cost in respect of amortisation of deferred
> ion for share opY (968) {7,552) {3,752}
Shareholders’ equity under US GAAP 9,719 171,606 999,744
# An sxchange rate of USS1 » HKS?. 796 has bean Used 10 Wransiste Hang Kong dolars 10 1.8, dollars. Such fransletions ere for corvenienos only end
shoutd not be construed 86 representations et Hong Kong dollars smourts could be convarted Mo U.8. doflers ot that of sny oifer rake.

2

Consofidated profit and loss account

Year snded 31st December,

2001 2000 1899 1008 997
HK$'000 HK$'000 HIK$'000 HK$000 HK$000
Tumover 1,422,393 ,__ama_uno 1,025,361 557,311 178492
Loss for the year (211,748) {468,568) 823921 (802,927) (446,230)
Basic loss per share (7.1 cents) {16.4 conts)  (40.2 cerits) (349 cents)  (19.4 conts
Consolidated balance sheet
As at 318t December,
2001 2000 1989 1908 1997
HK$000 HK$000 HK$'000 HK$000 HK$'000
TYolal assets 2269286 2,375,272 1,704,228 1,481,688 1,077,080
Total liablities (1.481,290)  (1,375,528) (2,661,330) (1,514,873  (1,560,338)
Sharsholders’ equity/(defialt) 787,996 990,744 (957,111) (33,185) (483,258)
Note:

The Company was incorporsted in the Cayman Islands on 24th N ber, 1998 and b

the hoiding

pany of

the companiss now comprising the Group on 24th Fabruary, 2000. The above financlal summary of the resuits of the
O.Sva_.s.oioa&uio-o!&!.nos..§L§!§a$ﬁnaﬁsi8-a8l&§co-&5omg3s

315t Dacember 2000, 1999, 1998 and 1997, is prepared based on the sudited

ts of the nies NOW comp
the Group as ¥ the current group structiire had been In exd g! sach year p d
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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 disclaims 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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To the shareholders

Dear Sir/Madam,

Registered office:
Century Yard
Cricket Square
Hutchins Drive

P. O. Box 2681GT
George Town
Grand Cayman
British West Indies

Principal place of business:
13th Floor, Warwick House
TaiKoo Place

979 King’s Road

Quarry Bay

Hong Kong

24th April, 2002

GENERAL MANDATES TO REPURCHASE SHARES

AND ISSUE NEW SHARES

INTRODUCTION

At the annual general meeting of SUNDAY Communications Limited (the “Company”) held on 16th
May, 2001, ordinary resolutions were passed giving general mandates to the Directors to allot, issue and
deal with unissued shares and to repurchase shares of the Company, subject to certain specified limits.

The Directors believe that re-granting of the general mandates is in the interests of the Company and
its shareholders and accordingly, ordinary resolutions will be proposed at the annual general meeting to be
held on 22nd May, 2002 (“Annual General Meeting”™) to (i) grant a general mandate to the Directors to
exercise the powers of the Company to allot, issue and deal with additional shares up to a maximum of 20
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per cent. of the aggregate nominal share capital of the Company in issue at the date of passing of such
resolution and (ii) grant a general mandate to the Directors to repurchase fully-paid up shares of the
Company up to a maximum of 10 per cent. of the aggregate nominal share capital of the Company in issue at
the date of passing of such resolution (the “Repurchase Mandate”) and (iii) enable the Directors to issue,
under the general mandate to issue additional shares referred to in item (i) above, an additional number of
shares representing that number of shares repurchased under the Repurchase Mandate.

Shareholders should refer to the Explanatory Statement contained in the Appendix of this circuiar,
which sets out further information in relation to the Repurchase Mandate.

ANNUAL GENERAL MEETING

Notice of the Annual General Meeting is set out on pages 5 to 7 of this circular. At the Annual General
Meeting, ordinary resolutions will be proposed to approve, inter alia, the Repurchase Mandate.

PROXY

A form of proxy for use at the Annual General Meeting is enclosed with this circular. Whether or not
they intend to attend the meeting, shareholders are requested to complete and return the form of proxy to the
Branch Registrar of the Company, Central Registration Hong Kong Limited, at 1901-5, 19/F., Hopewell
Centre, 183 Queen’s Road East, Hong Kong as soon as possible and in any event not less than 48 hours
before the time appointed for the holding of the Annual General Meeting. Completion and return of the form
of proxy will not preclude shareholders from attending and voting in person at the Annual General Meeting
should shareholders so desire.

RECOMMENDATION

The Directors consider that the proposed general mandates are in the best interests of the Company
and its shareholders and recommend that shareholders vote in favour of the resolutions.

On behalf of the Board
William Bruce Hicks
Group Managing Director
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" APPENDIX EXPLANATORY STATEMENT

The following is the Explanatory Statement required to be sent to shareholders under the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (“Listing Rules™)
relating to the repurchase of shares on The Stock Exchange of Hong Kong Limited (*Stock Exchange”) by a
company whose primary listing is on the Stock Exchange. This Explanatory Statement contains all the
information reasonably necessary to enable shareholders of the Company to make an informed decision on
whether to vote for or against the above ordinary resolutions. When used below, “Shares” means ordinary
shares of HK$0.10 each in the capital of the Company which are issued and fully paid up.

(1) Shareholders’ approval

The Listing Rules provide that all share repurchases on the Stock Exchange by a company with
its primary listing on the Stock Exchange must be approved in advance by an ordinary resolution of
shareholders, either by way of general mandate or by specific approval in relation to specific
transactions.

(2) Share capital

As at 17th April, 2002, being the latest practicable date prior to printing of this circular (“Latest
Practicable Date™), the Company had in issue an aggregate of 2,990,000,000 Shares. An exercise in
full of the mandate, on the basis that no further shares are issued or repurchased prior to the date of the
Annual General Meeting, could accordingly result in up to 299,000,000 Shares being repurchased by
the Company during the course of the period prior to the next Annual General Meeting.

(3) Reason for repurchases

The Directors believe that it is in the best interests of the Company and its shareholders to have a
general authority from shareholders to enable the Directors to repurchase Shares on the market. Such
repurchases may, depending on market conditions and funding arrangements at the time, lead to an
enhancement of the net value of the Company and its assets and/or its earnings per Share and will only
be made when the Directors believe that such repurchases will benefit the Company and its
shareholders.

(4) Source of funds

Any repurchases would be funded out of funds legally available for the purpose in accordance
with the Memorandum and Articles of Association of the Company and the applicable laws of the
Cayman Islands. The Company may not repurchase its own Shares on the Stock Exchange for a
consideration other than cash or for settlement otherwise than in accordance with the trading rules of
the Stock Exchange from time to time.

(5§) Impact on the working capital or gearing position of the Company

There might be an adverse impact on the working capital or gearing position of the Company (as
compared with the position disclosed in its most recent audited accounts for the year ended 31st
December, 2001 being forwarded to all shareholders together with this circular letter) in the event that
the Repurchase Mandate were exercised in full at any time during the proposed repurchase period.
However, the Directors do not propose to exercise the Repurchase Mandate to such extent as would, in
the circumstances, have a material adverse effect on the working capital requirements of the Company
or the gearing levels which in the opinion of the Directors are from time to time appropriate for the
Company.
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(6) General information

The Directors have undertaken to the Stock Exchange that, so far as the same may be applicable,
they will exercise the power of the Company to repurchase shares in accordance with the Listing Rules
and the applicable laws of the Cayman Islands.

If as a result of a share repurchase a shareholder’s proportionate interest in the voting rights of
the Company increases, such increase will be treated as an acquisition for the purposes of the Hong
Kong Code on Takeovers and Mergers (the “Takeovers Code”). In certain circumstances, a
shareholder or a group of shareholders acting in concert could, as a result of such increase, obtain or
consolidate control of the Company and become obliged to make a mandatory offer in accordance
with Rule 26 of the Takeovers Code.

The Directors are not presently aware of any consequences which would arise under the
Takeovers Code as a result of any repurchases pursuant to the Repurchase Mandate.

None of the Directors nor, to the best of their knowledge having made all reasonable enquiries,
any of their associates presently intend to sell Shares to the Company in the event that the Repurchase
Mandate is approved by shareholders of the Company.

The Company has not been notified by any connected persons of the Company that they have a
present intention to sell any Shares or that they have undertaken not to sell any Shares held by them to
the Company in the event that the Repurchase Mandate is approved by shareholders of the Company.

(7) Share prices

The highest and lowest traded prices at which the Shares have traded on the Stock Exchange
during each of the previous twelve months were as follows:

Share Prices

Highest Lowest
HKS HKS

. 2001
April 0.520 0.385
May 0.620 0.470
June 0.550 0.440
July 0.465 0.380
August ’ 0.425 0.375
September ' 0.395 0.250
October 0.355 0.280
November 0.345 0.275
December 0.355 0.280

2002
January 0.340 0.285
February 0.310 0.290
March 0.315 0.270

(8) Repurchases of Shares made by the Company

No repurchases of Shares have been made by the Company (whether on the Stock Exchange or
otherwise) in the six months preceding the Latest Practicable Date.

— 4
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NOTICE OF ANNUAL GENERAL MEETING

SUNDAY COMMUNICATIONS LIMITED

(Incorporated in the Cayman Islands with limited liability)

NOTICE IS HEREBY GIVEN THAT the annual general meeting of SUNDAY Communications
Limited (the “Company”) will be held at The Conrad Hong Kong Hotel, 88 Queensway, Admiralty, Hong
Kong on Wednesday, 22nd May, 2002 at 11:30 a.m. for the following purposes:

As ordinary business:

1. Toreceive and consider the audited accounts and the reports of the directors and auditors for the
year ended 31st December, 2001.

2. Tore-elect the retiring directors and to authorise the board of directors to fix the remuneration of
the directors.

3. To re-appoint auditors and to authorise the board of directors to fix their remuneration.

And as special business, to consider and, if thought fit, pass with or without amendments, the
following resolutions as ordinary resolutions:

4. “THAT:

(a)

(b)

(c)

subject to paragraph (c) below, the exercise by the directors of the Company during the
Relevant Period (as hereinafter defined) of all the powers of the Company to allot, issue
and deal with additional shares in the share capital of the Company and to make or grant
offers, agreements and options (including warrants, bonds, debentures, notes and any
securities which carry rights to subscribe for or are convertible into shares in the Company)
which would or might require the exercise of such power be and is hereby generally and
unconditionally approved;

the approval in paragraph (a) above shall authorise the directors of the Company during the
Relevant Period to make or grant offers, agreements and options (including warrants,
bonds, debentures, notes and any securities which carry rights to subscribe for or are
convertible into shares in the Company) which would or might require the exercise of such
power after the expiry of the Relevant Period;

the aggregate nominal amount of share capital allotted or agreed conditionally or
unconditionally to be allotted (whether pursuant to an option or otherwise) by the directors
of the Company pursuant to the approval in paragraph (a) above, otherwise than pursuant
to (i) a Rights Issue (as hereinafter defined), or (ii) an issue of shares in the Company upon
the exercise of rights of subscription or conversion under the terms of any of the warrants
or securities of the Company, or (iii) an issue of shares under the Company’s employee
share option scheme or similar arrangement for the time being and from time to time
adopted, or (iv) an issue of shares as scrip dividend pursuant to the Articles of Association
of the Company, shall not exceed the aggregate of:

(i) 20% of the aggregate nominal amount of the share capital of the Company in issue at
the date of passing this resolution; plus

—_5
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(d)

(if) (if the Directors are so authorised by a separate ordinary resolution of the
shareholders of the Company) the nominal amount of share capital of the
Company repurchased by the Company subsequent to the passing of this resolution
(up to a maximum equivalent to 10% of the aggregate nominal amount of the share
capital of the Company in issue at the date of passing this resolution); and the said
approval shall be limited accordingly;

for the purposes of this resolution:

“Relevant Period” means the period from the passing of this resolution until whichever is
the earliest of:

(1) the conclusion of the next annual general meeting of the Company;

(ii) the revocation or variation of the authority given under this resolution by an ordinary
resolution of the shareholders of the Company in general meeting; and

(iti) the expiration of the period within which the next annual general meeting of the
Company is required by the Articles of Association of the Company or any
applicable laws to be held; and

“Rights Issue” means an offer of shares of the Company open for a period fixed by the
Company or by the directors of the Company to the holders of shares whose names appear
on the register of members of the Company on a fixed record date in proportion to their
then holdings of such shares as at that date (subject to such exclusions or other
arrangements as the directors of the Company may deem necessary or expedient in relation
to fractional entitlements or having regard to any restrictions or obligations under the laws
of, or the requirements of any recognised regulatory body or any stock exchange in, any
territory applicable to the Company).”

5.  “THAT:

(@

(b)

(c)

subject to paragraph (b) below, the exercise by the directors of the Company during the
Relevant Period (as hereinafter defined) of all the powers of the Company to repurchase its
own shares on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) or on
any other stock exchange on which shares of the Company may be listed and which is
recognised by the Securities and Futures Commission and the Stock Exchange for this
purpose, subject to and in accordance with all applicable laws and the requirements of the
Rules Governing the Listing of Securities on the Stock Exchange, be and is hereby
generally and unconditionally approved;

the aggregate nominal amount of shares of the Company which the Company is authorised
to repurchase pursuant to the approval in paragraph (a) above during the Relevant Period
shall not exceed 10% of the aggregate nominal amount of the issued share capital of the
Company as at the date of passing this resolution and the said approval shall be limited
accordingly; and

for the purposes of this resolution:

“Relevant Period” shall have the same meaning as those ascribed to it under paragraph (d)
of the resolution no. 4 in the notice convening this meeting.”
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6. “THAT conditional upon the passing of the resolutions no. 4 and 5 set out in the notice
convening this meeting, the general mandate granted to the directors pursuant to paragraph (a) of
the resolution no. 4 shall be extended by the addition thereto of an amount representing the
aggregate nominal amount of the share capital of the Company repurchased by the Company
under the authority granted in resolution no. 5, provided that such amount shall not exceed 10%
of the aggregate nominal amount of the issued share capital of the Company as at the date of
passing this resolution.”

By Order of the Board
Janet Ching Man Fung
Company Secretary

Hong Kong, 17th April, 2002
Notes:

1. A member entitled to attend and vote at the meeting convened by the above notice is entitled to
appoint one or more proxies to attend and, on a poll, to vote instead of him. A proxy need not be a
member of the Company.

2. In order to be valid, the completed form of proxy, together with a power of attorney or other authority,
if any, under which it is signed, or a notarially certified copy thereof, must be deposited at the Hong
Kong Branch Registrar of the Company, Central Registration Hong Kong Limited, not less than 48
hours before the time appointed for holding the meeting or any adjourned meeting (as the case may
be). The completion and depositing of the form of proxy will not preciude the member from attending
the meeting and voting in person, if he/she so wishes. In the event that a member attends the meeting,
his/her form of proxy will be deemed to have been revoked.

3, With regard to resolution no. 4, the directors wish to state that, currently, they have no plans to issue
any additional new shares of the Company other than shares to be issued upon exercise the
subscription rights pursuant to the employee share option scheme of the Company. The present
general mandate given by the members pursuant to the provisions of the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited (the “Listing Rules™) expires at the
forthcoming annual general meeting and, accordingly, a renewal of that general mandate is now being
sought.

4.  With regard to resolution no. 3, the general mandate given by members pursuant to the provisions of
the Listing Rules and the Hong Kong Code on Share Repurchases expires at the forthcoming annual
general meeting and, accordingly, a renewal of that general mandate is now being sought.




THIS CIRCULAR IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

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

If you have sold or transferred all your shares in SUNDAY Communications Limited, you should at once
hand this circular and the proxy form to the purchaser or transferee or to the bank, stockbroker or other
agent through whom the sale or transfer was effected for transmission to the purchaser or transferee.

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 disclaims any liability whatsoever for
any loss howsoever arising from or in reliance upon the whole or any part of the contents of this circular.

SUNDAY COMMUNICATIONS LIMITED

(Incorporated in the Cayman Islands with limited liability)

PROPOSALS INVOLVING
AMENDMENT TO THE ARTICLES OF ASSOCIATION OF THE COMPANY,
ADOPTION OF THE NEW SHARE OPTION SCHEME
AND
TERMINATION OF THE OPERATION
OF THE EXISTING SHARE OPTION SCHEME

A notice convening an Extraordinary General Meeting of SUNDAY Communications Limited to be held at
The Conrad Hong Kong Hotel, 88 Queensway, Admiralty, Hong Kong on Wednesday, 22nd May, 2002 at
11:45 a.m. (or as soon as possible after conclusion or adjournment of the Annual General Meeting of the
Company convened at 11:30 a.m. on the same day and at the same place) or any adjournment thereof to
approve the matters referred to in this circular is set out on pages 18 to 20 of this circular. A shareholder
may appoint a proxy to attend and vote in his place. A proxy need not be a shareholder. A completed form of
proxy must be deposited with Central Registration Hong Kong Limited at Rooms 1901-5, 19th Floor,
Hopewell Centre, 183 Queen’s Road East, Hong Kong not less than 48 hours before the time appointed for
holding of the meeting or any adjournment thereof. Completion of the proxy form and its return will not
preclude you from attending, and voting at, the Extraordinary General Meeting if you so wish.

Hong Kong, 24th April, 2002
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DEFINITIONS

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

requires otherwise:
“Articles of Association”

“Adoption Date”

“Allotment Date”

“Annual General Meeting”

“Annual Report and
Accounts”

“Associate”

“Auditors”

“Board”

“Business Day”
“Chief Executive”

“Commencement Date”

“Company”

]

“Companies Ordinance’

“Companies Law”

“Connected Person”

“Corporate
Communications”

the articles of association from time to time adopted by the Company

the date on which the New Share Option Scheme is conditionally adopted by
resolution of the shareholders of the Company in the Annual General
Meeting

the date on which Shares are allotted and issued to a Grantee pursuant to the
exercise of the rights attaching to an Option granted and exercised under the
New Share Option Scheme

an annual general meeting of the Company to be held at The Conrad Hong
Kong Hotel, 88 Queensway, Admiralty, Hong Kong on Wednesday, 22nd
May, 2002, at 11:30 a.m. or any adjournment thereof

the directors’ report and annual accounts, together with a copy of the
auditors’ report, issued or to be issued by the Company to its shareholders
each year

shall have the meaning ascribed to it under the Listing Rules
the auditors for the time being of the Company

the board of Directors of the Company or a duly authorised committee
thereof

shall have the meaning ascribed to it under the Listing Rules
shall have the meaning ascribed to it under the Listing Rules

in respect of any particular Option, the Business Day on which that Option is
deemed to have been granted in accordance with the terms of the New Share
Option Scheme

SUNDAY Communications Limited, a company incorporated in the Cayman
Islands with limited liability

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

the Companies Law, Cap. 22 (Law 3 of 1961, as consolidated and revised) of
the Cayman Islands

shall have the meaning ascribed to it under the Listing Rules

any document issued or to be issued by the Company for the information or
action of holders of any of its securities, including without limitation any
Annual Report and Accounts, Financial Summary, interim report, notice of
meeting and circular




DEFINITIONS

“Director”
“Eligible Participant”

“Employee™

“Exercise Period”

“Exercise Price”

“Existing Share Option
Scheme”

“Extraordinary General
Meeting”

“Financial Summary”
“Grantee”

“Group”

“Hong Kong”

“HK$”

“Independent Director(s)”

“Latest Practicable Date”

“Listing Rules”

includes any person who occupies the position of a director, by whatever
name called, of the Company or otherwise as the context may require

any person who satisfies the eligibility criteria under the New Share Option
Scheme '

any full-time or part-time employee of the Company or its Subsidiaries

in respect of any particular Option, the period to be notified by the Board to
each Grantee which the Board may in its absolute discretion determine, save
that such period shall not be more than 10 years from the Commencement
Date

the price per share at which a Grantee may subscribe for Shares upon the
exercise of an Option pursuant to the terms and conditions of the New Share
Option Scheme

the existing share option scheme adopted by the Company by way of a
written resolution of the shareholders of the Company dated 1st March, 2000

an extraordinary general meeting of the Company to be held at The Conrad
Hong Kong Hotel, 88 Queensway, Admiralty, Hong Kong on Wednesday,
22nd May, 2002, at 11:45 a.m. (or as soon as possible after conclusion or
adjournment of the Annual General Meeting of the Company convened at
11:30 a.m. on the same day and at the same place) or any adjournment
thereof

a summary financial report which is derived from and summarises the
Annual Report and Accounts in accordance with the Companies Ordinance

any Eligible Participant who accepts the Offer or (where the context permits)
the legal personal representative(s) entitled to any such Option in
consequence of the death of the Eligible Participant (being an individual)

the Company and its Subsidiaries

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

Hong Kong dollars, the lawful currency of Hong Kong Special
Administrative Region of The People’s Republic of China for the time being

the independent Non-Executive Director(s) for the time being, or a duly
authorised committee thereof

17th April, 2002, being the latest practicable date prior to the printing of this
circular for ascertaining certain information contained herein

the Rules Governing the Listing of Securities on the Stock Exchange as
amended, supplemented or otherwise modified from time to time
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DEFINITIONS

“New Share Option
Scheme”

“Notice of Extraordinary
General Meeting”

“Offer”

“Option(s)”

“Ordinary Resolutions”

“Relevant Experts”

“Share(s)”

“Special Resolutions”

“Stock Exchange”

“Subsidiary”

the New Share Option Scheme to be adopted by the Company pursuant to the
Ordinary Resolution No. 1 as set out in the Notice of Extraordinary General
Meeting in its present or any amended form

the notice convening the Extraordinary General Meeting as set out on pages
18 to 20 of this circular

an offer by the Company to an Eligible Participant to accept an Option in
accordance with the New Share Option Scheme

a right to subscribe for Shares granted pursuant to the New Share Option
Scheme

the proposed ordinary resolutions as referred to in the Notice of
Extraordinary General Meeting

the Auditors or, in relation to any matter, an independent financial advisor to
the Company appointment in relation to that matter by the Board

shares of HK$0.10 each of the Company, or, if there has been a sub-division,
consolidation, reclassification of or reconstruction of the share capital of the

Company, shares forming part of the ordinary share capital of the Company

the proposed special resolutions as referred to in the Notice of Extraordinary
General Meeting

The Stock Exchange of Hong Kong Limited

a subsidiary (within the meaning of the Companies Ordinance) for the time

being and from time to time of the Company
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LETTER FROM THE BOARD OF DIRECTORS

SUNDAY COMMUNICATIONS LIMITED

(Incorporated in the Cayman Islands with limited liability)

Executive Directors: Registered Office:

Mr. Richard John SIEMENS (Co-Chairman) Century Yard, Cricket Square
Mr. Edward Wai Sun CHENG (Co-Chairman) Hutchins Drive

Mr. William Bruce HICKS (Group Managing Director) P.O. Box 2681GT

Mr. Kuldeep SARAN George Town

Mr. Andrew Chun Keung LEUNG Grand Cayman

Mr. Craig Edward EHRLICH British West Indies
Non-executive Directors: Principal Place of Business:
Mr. Peter Kin Ngok LAM 13th Floor, Warwick House
Mr. Simon MURRAY TaiKoo Place

Mr. Michael TRIGUBOFF 979 King’s Road

Mr. George Kin Wah WONG Quarry Bay

Mr. Hongqing ZHENG Hong Kong

Independent Non-executive Directors:
Mr. Henry Michael Pearson MILES
Mr. Robert John Richard OWEN
24th April, 2002

To the shareholders and, for information only,
the existing share option holders of the Company

Dear Sir or Madam,

PROPOSALS INVOLVING
AMENDMENT TO THE ARTICLES OF ASSOCIATION OF THE COMPANY,
ADOPTION OF THE NEW SHARE OPTION SCHEME
AND
TERMINATION OF THE OPERATION
OF THE EXISTING SHARE OPTION SCHEME

1. INTRODUCTION

This circular sets out the information reasonably necessary to enable the shareholders of the Company
to make an informed decision on whether to vote for or against the Special Resolutions to approve the
proposed amendments to the Company’s Articles of Association which would permit the Company to take
advantage of new legislation. This circular also includes a summary of the principal terms of the New Share
Option Scheme sent to the shareholders of the Company in compliance with the Listing Rules to give all
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information reasonably necessary to enable them to make an informed decision on whether to vote for or
against the Ordinary Resolution to approve the adoption of the New Share Option Scheme and termination
of the operation of the Existing Share Option Scheme.

2. AMENDMENT TO THE ARTICLES OF ASSOCIATION OF THE COMPANY

Until the Listing Rules were recently changed, it was necessary for the Company to send each
shareholder a copy of its Annual Report and Accounts. The new provisions of the Listing Rules permit the
Company to offer shareholders the chance to elect to receive a Financial Summary in place of the Annual
Report and Accounts. The new provisions also allow the Company to offer shareholders the opportunity to
choose not to receive a printed copy of any Corporate Communications from the Company and to rely
instead on the versions of those Corporate Communications that will be published on the Company’s
website. Following such recent amendments to the Listing Rules, it is also now possible for the Company’s
shareholders to choose to receive the English language version only, the Chinese language version only or
both versions of any Corporate Communications.

The Annual Report and Accounts for 2001 ran to more than 150 pages and, not least because the
Company has a large and international shareholder base, the costs to the Company of printing, despatching
and posting the Annual Report and Accounts to shareholders and others have previously been very high. The
costs of sending printed copies of the Company’s Corporate Communications, in both English and Chinese
languages, to its shareholders have also been significant in the past years. The Company wishes both to save
costs for the benefit of its shareholders and to reinforce its commitment to environmentally friendly
methods of carrying out its business. Significant cost savings could be enjoyed by the Company by virtue of
the new legislation and changes to the Listing Rules. The Financial Summary will be more concise than the
Annual Report and Accounts and, therefore, is expected to be more user-friendly for shareholders than the
Annual Report and Accounts. By allowing the Company’s shareholders to choose the language in which
they wish to receive the Corporate Communications, the unnecessary wastage of the Company’s resources
in the exercise could also be reduced or avoided.

In its present form, Article 152 of the Articles of Association does not allow the Company to distribute
the Financial Summary to shareholders who would prefer to receive that document in place of the Annual
Report and Accounts, nor does it clearly specify the language in which the Annual Report and Accounts
should be distributed to shareholders. Article 152 also prevents any shareholder from relying on the
Company’s website in preference to receiving a printed copy of either the Financial Summary or the Annual
Report and Account. Similarly, appropriate amendments will need to be made to the definition of “Notice”
in, and Articles 159 to 161 of, the Articles of Association to allow the shareholders to choose to receive
Corporate Communications by electronic means and in either the English or Chinese language or both.
Consequently, Special Resolutions (the particulars of which are set out in the Notice of the Extraordinary
General Meeting) to amend these provisions of the Articles of Association will be proposed at the
Extraordinary General Meeting.

If these Special Resolutions are passed and in compliance with legislation and the Listing Rules, the
Company will be able to offer its shareholders the chance to receive the Financial Summary in place of the
Annual Report and Accounts as well as the opportunity to rely on versions of any Corporate
Communications that will be published on the Company’s website rather than receiving a printed copy
of such Corporate Communications. The Company’s sharcholders will also be able to choose to receive
either the English language version or the Chinese language version, or both versions, of these Corporate
Communications.
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3.  ADOPTION OF THE NEW SHARE OPTION SCHEME AND TERMINATION OF THE
OPERATION OF THE EXISTING SHARE OPTION SCHEME

The Existing Share Option Scheme was adopted by the Company on 1st March, 2000 by way of
shareholders’ written resolution and will expire on 28th February, 2010. In view of the recent changes to
Chapter 17 of the Listing Rules which governs the operation of share option schemes, the Directors propose
to recommend to shareholders at the Extraordinary General Meeting to approve the adoption of the New
Share Option Scheme and simultaneously terminate the operation of the Existing Share Option Scheme. As
at the Latest Practicable Date, the Company has not adopted any share option scheme other than the
Existing Share Option Scheme.

It is proposed that subject to the approval of the shareholders of the Company of the adoption of the
New Share Option Scheme at the Extraordinary General Meeting, the operation of the Existing Share Option
Scheme shall be terminated with effect from the conclusion of the Extraordinary General Meeting (such that
no further options could thereafter be offered under the Existing Share Option Scheme but in all other
respects the provisions of the Existing Share Option Scheme shall remain in full force and effect) and the
New Share Option Scheme will take effect, subject to the Stock Exchange granting the necessary approvals
for the listing of and dealing in the Shares to be issued and allotted pursuant to the exercise of Options in
accordance with the terms and conditions of the New Share Option Scheme, on the date of its adoption at
the Extraordinary General Meeting. Operation of the New Share Option Scheme will commence after all
conditions precedent have been fulfilled.

The Directors consider that in order to enable the Group to attract and retain Employees of appropriate
qualifications and with the necessary experience to work for the Group, it is important that the Group should
continue to provide such Employees with an additional incentive by offering them an opportunity to obtain
an ownership interest in the Company and to reward them for contributing to the long-term success of the
business of the Group. The Directors further consider that in order to enable the Group to motivate Eligible
Participants (other than the Employees) to optimise their performance and efficiency for the benefit of the
Group and to attract and retain or otherwise maintain on-going business relationship with such Eligible
Participants whose contributions are or will be beneficial to the long-term growth of the Group, it is
important that the Group should be permitted to provide them, where appropriate, with an additional
incentive by also offering them an opportunity to obtain an ownership interest in the Company and to
reward them for contributing to the long term success of the business of the Group. By offering the Options
to the Eligible Participants upon such terms as may be permitted under the New Share Option Scheme, such
Eligible Participants may exercise their Options at any time within the Exercise Period (where applicable,
subject to any terms of the grant of such Options) to acquire a monetary gain or ownership interest in the
Company which may in turn provide a further incentive to them for advancing their performance. It is
therefore proposed that the New Share Option Scheme for the benefit of the Eligible Participants be adopted
at the Extraordinary General Meeting. A summary of the principal terms of the New Share Option Scheme is
set out in the Appendix hereto.

Under the Existing Share Option Scheme, a total of 193,391,844 options have been granted, out of
which no options have been exercised, 26,771,480 options have lapsed and 166,620,364 options remain
outstanding as at the Latest Practicable Date. Save as aforesaid and up to the Latest Practicable Date, no
other options have been granted under the Existing Share Option Scheme or any other schemes. The
Directors confirm that between the date of this circular and the Extraordinary General Meeting, they will
not grant any further option under the Existing Share Option Scheme.

As at the Latest Practicable Date, the Company has 2,990,000,000 Shares in issue. Assuming that
there is no change in the Shares in issue between the period from the Latest Practicable Date and the date of
the adoption of the New Share Option Scheme, the number of Shares that may be issued upon exercise of all
Options which may be granted under the New Share Option Scheme and options to be granted under any
other schemes of the Company will be 299,000,000 Shares, being 10 per cent. of the Shares in issue as at the
Latest Practicable Date.
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In respect of the operation of the New Share Option Scheme, the Company will comply with all
relevant requirements under Chapter 17 of the Listing Rules.

4. VALUE OF THE OPTIONS

The Directors consider it inappropriate to value all the options that can be granted under the New
Option Scheme on the assumption that they were granted on the Latest Practicable Date. There are a number
of factors critical for determining such a valuation which cannot be reasonably determined at this stage as
no Options have actually been granted. These factors include, without limitation, the Exercise Period as well
as the other terms and conditions of the grant, particularly those conditions which may be contingent in
nature, such as performance targets or other continuing eligibility criteria which the Board may prescribe on
a case by case basis upon the grant of an Option. The Directors have decided not to provide a valuation of
the Options based on a large number of speculated assumptions, as this would not be meaningful and may be
misleading to shareholders. However, shareholders should note that, in compliance with the Listing Rules,
estimated valuations of options granted during any financial period will be provided based on the Black-
Scholes option pricing model, the binominal model or a comparable generally accepted methodology as at
the end of the relevant financial period for any interim or final results of the Company.

5. CONDITIONS PRECEDENT OF THE NEW SHARE OPTION SCHEME
The adoption of the New Share Option Scheme is subject to the following conditions:

(i) the approval of the shareholders of the Company for the adoption of the New Share Option
Scheme; and

(ii) the Listing Committee of the Stock Exchange granting approval for the listing of and permission
to deal in the Shares in the Company to be issued and allotted pursuant to the exercise of the
Options in accordance with the terms and conditions of the New Share Option Scheme.

Subject to satisfaction of the above conditions, the total number of Shares which may be issued upon
exercise of all Options to be granted under the New Share Option Scheme and options to be granted under
any other schemes of the Company shall not, in aggregate, exceed 10 per.cent. of the Shares in issue as at
the date of approval of the New Share Option Scheme. Pursuant to the Listing Rules, the Company may
obtain approval from its shareholders to refresh the 10 per cent. limit. However, the maximum number of
Shares which may be issued upon exercise of all options outstanding and yet to be exercised under the New
Share Option Scheme and any other schemes shall not exceed 30 per cent. of the Shares in issue from time
to time.

An application has been made to the Stock Exchange for obtaining the above-mentioned approval.

The New Share Option Scheme may be altered in any respect by resolution of the Board except that
the terms referred to in Rule 17.03 of the Listing Rules shall not be altered to the advantage of Grantees or
prospective Grantees except with the prior approval of the shareholders of the Company in general meeting.
Once the New Share Option Scheme is adopted, any alterations to the terms and conditions thereof, which
are of a material nature, must be approved by the shareholders of the Company in general meeting, except
where the alterations take effect automatically under the existing terms of the New Share Option Scheme.
The amended terms of the New Share Option Scheme and all Options must continue to comply with the
relevant requirements of Chapter 17 of the Listing Rules.

AT
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6. EXTRAORDINARY GENERAL MEETING

Notice of the Extraordinary General Meeting is set out on pages 18 to 20 of this circular. A form of
proxy for use at the Extraordinary General Meeting is also enclosed therewith,

The Ordinary Resolutions (the particulars of which are set out in the Notice of the Extraordinary
General Meeting) will be proposed at the Extraordinary General Meeting to approve the adoption of the
New Share Option Scheme and the termination of the Existing Share Option Scheme with effect from the
conclusion of the Extraordinary General Meeting.

The Special Resolutions (the particulars of which are set out in the Notice of the Extraordinary
General Meeting) will also be proposed at the Extraordinary General Meeting to amend the relevant
provisions of the Company’s Articles of Association in the following areas:

(i) that shareholders shall have the right to choose to receive either the Financial Summary or the
Annual Report and Accounts;

(ii) that shareholders shall have the right to choose to receive Corporate Communications by
electronic means or in printed copies; and

(iii) that shareholders shall have the right to choose to receive Corporate Communications in either
the English or Chinese language, or both.

7. ACTION TO BE TAKEN

A shareholder may appoint a proxy to attend and vote in his place. A proxy need not be a shareholder.
A completed form of proxy must be deposited with Central Registration Hong Kong Limited at Rooms
1901-5, 19th Floor, Hopewell Centre, 183 Queen’s Road East, Hong Kong not less than 48 hours before the
time appointed for holding the Extraordinary General Meeting or any adjournment thereof. Completion and
return of the proxy form will not preclude shareholders of the Company from attending and voting in person
at the Extraordinary General Meeting if they so wish. A copy of the New Share Option Scheme will be
available for inspection during normal business hours at the head office and principal place of business of
the Company at 13th Floor, Warwick House, TaiKoo Place, 979 King’s Road, Quarry Bay, Hong Kong
during the 21-day period immediately preceding the Extraordinary General Meeting and at the
Extraordinary General Meeting itself.

8. RECOMMENDATIONS

The Directors believe that the adoption of New Share Option Scheme and the termination of the
Existing Share Option Scheme are all in the best interests of the Company and its shareholders and so
recommend you to vote in favour of the Ordinary Resolutions at the Extraordinary General Meeting. The
Directors also believe that the amendments to the Articles of Association would offer greater flexibility to
the shareholders and significant cost savings to the Company, and so recommend you to vote in favour of
the Special Resolutions at the Extraordinary General Meeting.

Yours faithfully,
For and on behalf of the Board
SUNDAY Communications Limited
~ William Bruce Hicks
Group Managing Director
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RESPONSIBILITY STATEMENT

This circular includes particulars given in compliance with the Listing Rules for the purpose of giving
information with regard to the Group. 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 material facts not contained
herein the omission of which would make any statement contained in this circular misleading.

SUMMARY OF THE NEW SHARE OPTION SCHEME

The following is a summary of the principal terms of the New Share Option Scheme to be submitted to
the sharcholders of the Company for adoption at the Extraordinary General Meeting:

(1) Purpose of the New Share Option Scheme

(a) The New Share Option Scheme is a share incentive scheme and is established to recognise
and acknowledge the contributions that Eligible Participants had made or may make to the
Group.

(b) The New Share Option Scheme will provide the Eligible Participants with an opportunity

to have a personal stake in the Company with the view to achieving the following .

objectives:

(i) recognise and acknowledge the contributions that Eligible Participants have (or may
have) made or may make to the Group (whether directly or indirectly);

(i) motivate the Eligible Participants to optimise their performance and efficiency for
the benefit of the Group; .

(iii) attract, retain and appropriately remunerate the best possible quality of Employees
and other Eligible Participants;

(iv) enhance its business, employee and other relations; and/or

(v) retain maximum flexibility as to the range and nature of rewards and incentives
which the Company can offer to Eligible Participants.

(2) Who may join and basis for determining eligibility

(a) The Board may at its discretion grant Options to: (i) any Director, Employee, consultant,
customer, supplier, agent, partner, shareholder or adviser of or contractor to the Group or a
company in which the Group holds an interest or a subsidiary of such company
(“Affiliate”); or (ii) the trustee of any trust the beneficiary of which or any discretionary
trust the discretionary objects of which include any Director, Employee, consultant,
customer, supplier, agent, partner, shareholder or adviser of or contractor to the Group or
an Affiliate; or (ili) a company beneficially owned by any Director, Employee, consultant,
customer, supplier, agent, partner, shareholder, adviser of or contractor to the Group or an
Affiliate.
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3)

(b) In order for a person to satisfy the Board that he/she/it is qualified to be (or, where

()

applicable, continues to qualify to be) an Eligible Participant, such person shall provide all
such information as the Board may request for the purpose of assessing his/her/its
eligibility (or continuing eligibility). The Board shall (subject to the provisions of this
Scheme) have absolute discretion as to whether or not to grant Options to any particular
Eligible Participant.

Each grant of Options to a Director, Chief Executive or Substantial Shareholder or any of
their respective Associates must be approved in accordance with the requirements of the
Listing Rules.

Grant of Options

(@)

(b)

©

(d)

On and subject to the terms of the New Share Option Scheme, the Board shall be entitled
on any Business Day within 10 years commencing on the Adoption Date to offer the grant
of an Option to any Eligible Participant as the Board may in its absolute discretion select in
accordance with paragraph (2).

The Board shall fully comply with the relevant provisions of the Listing Rules from time to
time in force when granting Options, and in particular, when granting Options to
Connected Persons.

The Board shall not offer the grant of an Option to any Eligible Participant (i) after a price
sensitive development has occurred or a price sensitive matter has been the subject of a
decision, until such price sensitive information has been announced pursuant to the
relevant requirements of the Listing Rules; or (ii) within such period (as the Listing Rules
may require from time to time) immediately preceding the earlier of the date of the board
meeting for the approval of the Company’s results and the deadline for the Company to
publish its results announcement under the Listing Rules, until such information has been
announced pursuant to the relevant requirements of the Listing Rules.

Subject to the provisions of the New Share Option Scheme, the Listing Rules and other
applicable rules and regulations, the Board may, on a case by case basis and at its
discretion when offering the grant of an Option, impose any conditions, restrictions or
limitations in relation thereto additional to those expressly set forth in the New Share
Option Scheme as it may think fit (which shall be stated in the letter containing the Offer
of the grant of the Option) including (without prejudice to the generality of the foregoing):

(i) the continuing eligibility of the Grantee under this New Share Option Scheme, and in
particular, where the Board resolves that the Grantee has failed or otherwise is or has
been unable to meet the continuing eligibility criteria, the Option (to the extent it has
not already been exercised) shall lapse;

(i) the continuing compliance of any such terms and conditions that may be attached to
the grant of the Option, failing which the Option (to the extent it has not already been
exercised) will lapse unless otherwise resolved to the contrary by the Board;

— 10 —
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(iit) in the event that the Eligible Participant is a corporation, that any material change of
the management and/or sharcholding of the Eligible Participant shall constitute a
failure to meet the continuing eligibility criteria under the New Share Option
Scheme;

(iv) in the event that the Eligible Participant is a trust, that any material change of the
beneficiaries of the Eligible Participant shall constitute a failure to meet the
continuing eligibility criteria under the New Share Option Scheme;

(v) in the event that the Eligible Participant is a discretionary trust, that any material
change of the discretionary objects of the Eligible Participant shall constitute a
failure to meet the continuing eligibility criteria under the New Share Option
Scheme;

(vi) conditions, restrictions or limitations relating to the achievement of operating or
financial targets; and

(vii) the satisfactory performance of certain obligations by the Grantee.
(4) Payment on acceptance of option offer

HK$1.00 is payable by each Eligible Participant to the Company on acceptance of the offer of an
Option, which shall in any event be paid no later than 28 days after the date of the offer.

(5) Exercise Price of Shares

The Exercise Price for any particular Option under the New Share Option Scheme will be a price
determined by the Board at the time of grant of the relevant Option and notified to each Grantee and
will be not less than the highest of (i) the closing price of Shares as stated in the Stock Exchange’s
daily quotations sheet on the date of grant of the relevant Option, which must be a Business Day, (it)
an amount equivalent to the average closing price of a Share as stated in the Stock Exchange’s daily
quotation sheets for the five Business Days immediately preceding the date of grant of the relevant
Option and (iii) the nominal value of a Share. The Exercise Price shall also be subject to any
adjustments made in a situation contemplated under paragraph (11).

(6) Maximum number of Shares

(a) The maximum number of Shares which may be issued upon exercise of all outstanding
Options granted and yet to be exercised under the New Share Option Scheme and any other
schemes must not, in aggregate, exceed 30 per cent. of the Shares of the Company in issue

- from time to time. No Options may be granted under any scheme of the Company
(including the New Share Option Scheme) if this will result in the said 30 per cent. limit
being exceeded.

(b) The total number of Shares available for issue under Options which may be granted under
the New Share Option Scheme and any other share option schemes (excluding those
options that have already been granted by the Company prior to the date of approval of the
New Share Option Scheme) must not, in aggregate, exceed 10 per cent. of the issued share

— 11 —
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(©)

(d)

(e

(M)

capital of the Company as at the date of approval of the New Share Option Scheme by the
shareholders of the Company (the “Scheme Mandate Limit”) unless shareholders’
approval has been obtained pursuant to sub-paragraph (c) or (d) below.

The Scheme Mandate Limit may be refreshed by shareholders of the Company in general
meeting from time to time provided that the Scheme Mandate Limit so refreshed must not
exceed 10 per cent. of the issued share capital of the Company at the date of the approval
of the refreshment by the shareholders of the Company. Upon any such refreshment, all
Options granted under the New Share Option Scheme and any other share option schemes
of the Company (including those outstanding, cancelled, lapsed in accordance with the
New Share Option Scheme or any other share option scheme of the Company and exercised
options) prior to the approval of such refreshment shall not be counted for the purpose of
calculating whether the refreshed Scheme Mandate Limit has been exceeded. A circular
must also be sent to the shareholders of the Company containing such information from
time to time required by the Listing Rules.

The Board may seek separate shareholders’ approval in general meeting to grant Options
beyond the Scheme Mandate Limit (whether or not refreshed) provided that the Options in
excess of the Scheme Mandate Limit (whether or not refreshed) are granted only to the
Eligible Participants specified by the Company before such approval is sought and the
Company must issue a circular to the shareholders of the Company containing such
information from time to time required by the Listing Rules in relation to any such
proposed grant to such Eligible Participants.

No Option may be granted to any Eligible Participant which, if exercised in full, would
result in the total number of Shares issued and to be issued upon exercise of the share
options already granted or to be granted to such Eligible Participant under the New Share
Option Scheme (including exercised, cancelled and outstanding share options) in the 12-
month period up to and including the date of such new grant exceeding 1 per cent. of the
issued share capital of the Company as at the date of such new grant. Any grant of further
share options above this limit shall be subject to certain requirements provided under the
Listing Rules, including the approval of shareholders at general meeting.

Subject to the provisions of the New Share Option Scheme, the maximum number of
Shares referred to in this paragraph (6) shall be adjusted, in such manner as the Relevant
Experts shall certify as fair and reasonable in accordance with paragraph (11).

(7) Time of exercise of Option

(a)

(b)

Subject to certain restrictions contained in the New Share Option Scheme, an Option may
be exercised in accordance with the terms of the New Share Option Scheme and the terms
of grant thereof at any time during the applicable Exercise Period.

There is no general requirement on the minimum period for which an Option must be held
or the performance targets which must be achieved before an Option can be exercised
under the terms of the New Share Option Scheme. However, at the time of granting any
Option, the Board may, on a case by case basis, make such grant subject to such
conditions, restrictions or limitations in relation to the minimum period of the Options to
be held and/or the performance targets to be achieved as the Board may determine in its
absolute discretion.

—_12 —
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(8) Rights are personal to Grantee

An Option shall be personal to the Grantee and shall not be assignable and no Grantee shall in
any way sell, transfer, charge, mortgage, encumber or create any interest in favour of any third party
over or in relation to any Option, failing which the Option (to the extent it has not already been
exercised) shall lapse.

(9) Rights on ceasing to be an Eligible Participant

Where an Option was granted subject to certain continuing conditions, restrictions or limitations
on the Grantee’s eligibility and the Board resolves that the Grantee has failed or otherwise is or has
been unable to meet such continuing eligibility criteria, the Option (to the extent it has not already
been exercised) shall lapse.

(10) Rights on death/ceasing employment

(a)

(b)

(c)

If the Grantee (being an individual) dies before exercising the Option in full, his or her
legal personal representative(s) may exercise the Option up to the Grantee’s entitlement (to
the extent exerciseable as at the date of his death and not exercised) within a period of 12
months following his death or such longer period as the Board may determine.

Subject to sub-paragraph (c), if the Grantee who is an Employee ceases to be an Employee
for any reason other than his death or the termination of his employment on one or more of
the following grounds that:

(i) he/she has been guilty of serious misconduct; or

(i) he/she becomes insolvent or is unable or has no reasonable prospects of being able to
pay his debts within the meaning of the Bankruptcy Ordinance (Chapter 6 of the
Laws of Hong Kong) or has made any arrangements or composition with his/her
creditors generally; or

(iii) he/she has been convicted of any criminal offence involving his/her integrity or
honesty,

the Option (to the extent exerciseable as at the date of the relevant event and not exercised)
shall lapse on the date of cessation of such employment and not be exercisable unless the
Board otherwise determine in which case the Option (to the extent exerciseable as at the
date of the relevant event and not exercised) shall be exercisable within such period as the
Board may determine. ‘

If the Grantee who is an Employee at the time of the grant of the relevant Option(s) ceases
to be an Employee but becomes or, where the Grantee continues to be, a Director,
consultant, customer, supplier, agent, partner, shareholder or adviser of or contractor to the
Group or an Affiliate (as defined in paragraph (2)), then the Option (to the extent
exerciseable as at the date on which such Grantee ceases to be an Employee and not
exercised) shall lapse on date of cessation of such employment and not be exercisable
unless the Board otherwise determines in which case the Option (to the extent exercisable
at the date of the relevant event and not exercised) shall be exercisable within such period
as the Board may determine.

— 13 —
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(d) If the Grantee, who is a Director, consultant, customer, supplier, agent, partner,
shareholder or adviser of or contractor of the Group or an Affiliate (as defined in
paragraph (2)) but not an Employee, ceases to be a Director, consultant, customer,
supplier, agent, partner, sharcholder or adviser of or contractor of the Group or an Affiliate
(as the case may be) for any reason other than his/her death (in the case of a Grantee being
an individual), the Option (to the extent exerciseable as at the date of such cessation and
not exercised) shall lapse on the date of the relevant event unless the Board otherwise
determines in which case the Option (to the extent exercisable as at the date of the relevant
event and not exercised) shall be exercisable within such period as the Board may
determine.

(11) Effects of alterations to capital

In the event of an alteration in the capital structure of the Company and such event arises from a
capitalisation of profits or reserves, rights issue, consolidation, subdivision or reduction of capital of
the Company, excluding any alteration in the capital structure of the Company as a result of an issue
of securities as consideration in a transaction to which the Company is a party, and to the extent that
the Option is unexercised, corresponding alterations will be made to the number or nominal amount of
Shares which are the subject of the Option, the subscription price or the maximum number of Shares
subject to the New Share Option Scheme or in respect of which any Eligible Participant shall be
entitled. Any such alteration (except where an adjustment arises by way of a capitalisation of profits or
reserves unless otherwise expressly required by the Board) shall be certified by the Relevant Experts
(i) as being fair and reasonable; (ii) as giving Eligible Participants the same proportion of equity
capital as that to which they were previously entitled; (iii) as being made on the basis that the relevant
total Exercise Price payable by a Grantee on the full exercise of any Option shall remain as nearly as
possible the same (but shall not be greater than) as it was before such event; and (iv) as not requiring
any Share to be issued following such adjustment at less than its nominal value as a result thereof.

(12) Rights on a Takeover

If a general offer by way of takeover is made to all the holders of Shares (or all such holders
other than the offeror and/or any person controlled by the offeror and/or any person acting in concert
with the offeror) and such offer becomes or is declared unconditional (within the meaning of the Hong
Kong Code on Takeovers and Mergers) prior to the expiry date of the relevant Option, the Grantee
shall be entitled to exercise the Option (to the extent exercisable as at the date on which the general
offer becomes or is declared unconditional and not exercised) in full or in part at any time within such
period as shall be notified by the Company.

(13) Rights on a Scheme of Arrangement

If a compromise or arrangement between the Company and its members or creditors is proposed
in connection with a scheme for the reconstruction or amalgamation of the Company (other than any
relocation schemes as contemplated in Rule 7.14(3) of the Listing Rules), the Company shall give
notice to the Grantee on the same date as it gives notice to each member or creditor of the Company
summoning the meeting to consider such a scheme of arrangement, and thereupon the Grantee may, by
notice in writing to the Company accompanied by the remittance for the total Exercise Price payable
in respect of the exercise of the relevant Option (such notice to be received by the Company not later
than three Business Days (excluding any period(s) of closure of the Company’s share registers) prior
to the proposed meeting), exercise the Option (to the extent exerciseable as at the date of notice to the
Grantee and not exercised) either in full or in part.

— 14 —
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(14) Rights on a Voluntary Winding up

In the event that the Company gives notice of a shareholders’ meeting being convened to
consider a resolution for the voluntary winding up of the Company, the Company shall forthwith upon
such notice being given, give notice to Grantees of the convening of such meeting and thereupon the
Grantee may, by notice in writing to the Company accompanied by the remittance for the total
Exercise Price payable in respect of the exercise of the relevant Option (such notice to be received by
the Company not later than three Business Days (excluding any period(s) of closure of the Company’s
share registers) immediately prior to the date of the proposed meeting), exercise the Option (to the
extent exerciseable as at the date of notice to the Grantee and not exercised) either in full or in part.

(15) Rights attaching to Shares upon exercise of an Option

Shares issued and allotted upon the valid exercise of an Option will rank pari passu in all
respects with the other Shares of the same class in issue at the date of allotment.

(16) Lapse of Options

An Option (to the extent such Option has not already been exercised) shall lapse and not be
exerciseable on the earliest of:

(a) the expiry of the Exercise Period;
(b) the expiry of the periods referred to in paragraph (10);

(c) subject to the Grand Court of the Cayman Islands not making an order prohibiting the
offeror to acquire the remaining Shares in the Offer, the expiry of the period referred to
paragraph (12);

(d) the date of commencement of the winding-up of the Company in respect of the situation
contemplated in paragraph (14);

(e) the date on which the proposed compromise or arrangement becomes effective in respect
of the situation contemplated in paragraph (13);

() the date of which the Grantee who is an Employee ceases to be an Employee by reason of
the termination of his/her employment on the grounds that he/she has been guilty of serious
misconduct, or has become insolvent or is unable or has no reasonable prospects of being
able to pay his debts within the meaning of the Bankruptcy Ordinance (Chapter 6 of the
Laws of Hong Kong) or has made any arrangements or composition with his/her creditors
generally, or has been convicted of any criminal offence involving his/her integrity or
honesty;

(g) the date on which a situation as contemplated under paragraph (8) arises;

(h) the date on which the Grantee commits a breach of any terms or conditions attached to the
grant of the Option, unless otherwise resolved to the contrary by the Board; or

—15 —
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(i) the date on which the Board resolves that the Grantee has failed or otherwise is or has been
unable to meet the continuing eligibility criteria as may be prescribed pursuant to
paragraph (9).

(17) Cancellation of Options granted

The Board shall have the absolute discretion to cancel any Options granted at any time at the
request of the Grantee provided where an Option is cancelled, a new Option could only be proposed to
be granted to the same Grantee if there are available Shares in the authorised but unissued share
capital of the Company, and available and ungranted Options within the limits referred to in paragraph
(6) (and for the purpose of calculating such limits, the cancelled Options shall be treated as granted
Options).

(18) Period of the New Share Option Scheme

Options may be granted to Eligible Participants under the New Share Option Scheme during the
period of 10 years commencing on the date of adoption of the New Share Option Scheme.

(19) Alteration to New Share Option Scheme and Termination

(a) The New Share Option Scheme may be altered in any respect by a resolution of the Board
except that the provisions of the New Share Option Scheme relating to matters contained in
Rule 17.03 of the Listing Rules shall not be aitered to the advantage of Grantees or
prospective Grantees except with the prior approval of the shareholders of the Company in
general meeting.

(b) Any alteration to the terms and conditions of the New Share Option Scheme which is of a
material nature, must be approved by the shareholders of the Company in general meeting,
except where the alterations take effect automatically under the existing terms of the New
Share Option Scheme.

(c) Any change to the authority of the Directors or scheme administrator in relation to any
alteration to the terms of the Scheme shall require shareholders’ approval at general
meeting.

(d) The Company by resolution in general meeting or the Board may at any time terminate the
operation of the New Share Option Scheme and in such event no further options will be
offered but the provisions of the New Share Option Scheme shall remain in force in all
other respects.

(20) Conditions of the New Share Option Scheme

The New Share Option Scheme shall take effect subject to the passing of Ordinary Resolutions
No. 1 and 2 by the sharcholders of the Company at the Extraordinary General Meeting and is
conditional upon the Stock Exchange granting approval for the listing of and permission to deal in any
Shares which may be issued and allotted pursuant to the exercise of Options in accordance with the
terms and conditions of the New Share Option Scheme. Application has been made to the Stock
Exchange for obtaining the approval aforementioned.

— 16 —




w APPENDIX SUMMARY OF THE PRINCIPAL TERMS OF
THE NEW SHARE OPTION SCHEME

(21) Administration of the New Share Option Scheme

The New Share Option Scheme shall be administered by the Board whose decision (save as
otherwise provided in the New Share Option Scheme) shall be final and binding on all parties.

As at the Latest Practicable Date, no Options have been granted by the Company under the New Share
Option Scheme.

— 17 —
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NOTICE OF EXTRAORDINARY GENERAL MEETING

SUNDAY COMMUNICATIONS LIMITED

{Incorporated in the Cayman Islands with limited liability)

NOTICE IS HEREBY GIVEN that an Extraordinary General Meeting of SUNDAY Communications
Limited will be held at The Conrad Hong Kong Hotel, 88 Queensway, Admiralty, Hong Kong on
Wednesday, 22nd May, 2002 at 11:45 a.m. (or as soon as possible after conclusion or adjournment of the
Annual General Meeting of the Company convened at 11:30 a.m. on the same day and at the same place)
for the purpose of considering and, if thought fit, passing the following resolutions as Ordinary Resolutions
and Special Resolutions respectively:

ORDINARY RESOLUTIONS

1.  “THAT conditional upon The Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
granting the approval for the listing of and dealing- in the shares to be issued and allotted
pursuant to the exercise of options in accordance with the terms and conditions of the New Share
Option Scheme which are set out in the printed document marked “A” produced to the meeting
and for the purpose of identification signed by the Chairman hereof (the “Scheme”) and subject
to such amendments to the Scheme as the Stock Exchange may request, the Scheme be approved
and adopted to be the new share option scheme of the Company and that the board of directors of
the Company be and is hereby authorised to do all such acts and to enter into all such
transactions and arrangements as may be necessary or expedient in order to give effect to the
Scheme, notwithstanding that they or any of them may be interested in the same.”

2. “THAT subject to and conditional upon the passing of Ordinary Resolution No.1 set out in this
Notice and the conditions referred to therein being satisfied or fulfilled, the operation of the
existing share option scheme of the Company adopted on 1st March, 2000 be hereby terminated

with effect from the adoption of the Scheme (such that no further options could thereafter be

offered under the existing share option scheme of the Company but in all other respects the
provisions of the existing share option scheme of the Company shall remain in full force and
effect).”

SPECIAL RESOLUTIONS

3.  “THAT the definition of ‘Notice’ in Article 2(1) of the articles of association of the Company
be amended as ‘written notice (whether in printed form or otherwise) unless otherwise
specifically stated and as further defined in these Articles.”

4. “THAT Article 152, 159, 160(b) and 161(1) of the articles of association of the Company be
deleted and substituted with the following respectively:

‘152(1) Subject to paragraph (2), a printed copy of the Directors’ report, accompanied by the
balance sheet and profit and loss account (including every document required by law
to be annexed thereto, made up to the end of the applicable financial year and
containing a summary of the assets and liabilities of the Company under convenient
heads and a statement of income and expenditure, together with a copy of the
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152(2)

159

160(b)

Auditor’s report) or a summary financial report (in such form as may be required by
law from time to time) shall be sent to each person entitled thereto at least twenty-one
(21) days before the date of the general meeting and laid before the Company at the
annual general meeting held in accordance with Article 56 provided that this Article
shall not require a copy of those documents to be sent to any person of whose address
the Company is not aware or to more than one of the joint holders of any shares or
debentures.

Where a shareholder (a “Consenting Shareholder”) has, subject to due compliance
with all applicable Statutes, rules and regulations, including, without limitation, the
rules of the Designated Stock Exchange, consented to treat the publication of the
relevant financial documents and/or the summary financial report on the Company’s
computer network as discharging the Company’s obligation under law to send a copy
of the relevant financial documents and/or the summary financial report, then
publication by the Company, in accordance with law, on the Company’s computer
network of the relevant financial documents and the summary financial report at least
twenty-one (21) days before the date of the general meeting shall, in relation to each
Consenting Shareholder, be deemed to discharge the Company’s obligations under

paragraph (1).

Any Notice and/or document from the Company to a Member and/or any person
entitled thereto may be served by publication on the Company’s website and/or by
electronic mail and/or given in writing and/or by cable, telex or facsimile transmission
message and any such Notice, and (where appropriate) any other document may be
served or delivered by the Company on or to any Member either personally or by
sending it through the post in a prepaid envelope addressed to such Member at his
registered address as appearing in the Register or at any other address supplied by him
to the Company for the purpose or, as the case may be, by transmitting it to any such
address or electronic mail address or transmitting it to any telex or facsimile
transmission number supplied by him to the Company for the giving of Notice and/or
sending a document to him or which the person transmitting the Notice and/or
document reasonably and bona fide believes at the relevant time will result in the
Notice and/or document being duly received by the Member and/or any person entitled
thereto or, in the case of any Notice, may be served by advertisement in appropriate
newspapers, in each case, in accordance with and subject to the requirements of
applicable legislation and/or the requirements of the Designated Stock Exchange from
time to time. In the case of joint holders of a share all Notices (and, where appropriate,
any other document) shall be given to that one of the joint holders whose name stands
first in the Register and Notice (and, where appropriate, any document) so given shall
be deemed a sufficient service on or delivery to all the joint holders.

if published, served or delivered in any other manner contemplated by these Articles,
shall be deemed to have been published, served or delivered at the time of publication,
personal service or delivery or, as the case may be, at the time of the relevant despatch
or transmission; and in proving such publication, service or delivery a certificate in
writing signed by the Secretary or other officer of the Company or other person
appointed by the Board as to the act and time of such publication, service, delivery,
despatch or transmission shall be conclusive evidence thereof.
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161(1) .  Any Notice or other document published on the Company’s website, transmitted,
delivered or sent by post to or left at the registered address of any Member, in
pursuance of these Articles shall, notwithstanding that such Member is then dead or
bankrupt or that any other event has occurred, and whether or not the Company has
notice of the death or bankruptcy or other event, be deemed to have been duly
published, transmitted, served or delivered in respect of any share registered in the
name of such Member as sole or joint holder unless his name shall, at the time of the
publication, transmission, service or delivery of the notice or document, have been
removed from the Register as the holder of the share, and such publication,
transmission, service or delivery shall for all purposes be deemed a sufficient
publication, transmission, service or delivery of such Notice or document on all
persons interested (whether jointly with or as claiming through or under him) in the
share.””

5. “THAT Article 160 of the articles of association of the Company be amended by inserting the
following Article 160(c):

*160(c) may, notwithstanding any provision in these Articles to the contrary but subject
always to the requirements of applicable legislation and/or rules and regulations of
any Designated Stock Exchange, be given to a Member either in either the English
language or the Chinese language, or both; and for the purposes of this Article, such
Notice and document shall include (but not limited to):

(i) the Directors’ report, the Company’s annual accounts together with a copy of
the auditors’ report and where applicable, its summary financial report;

(ii) the interim report of the Company;
(iii) a notice of meeting;

(iv) a listing document; and

(v) a circular.”

By Order of the Board
Janet Ching Man Fung
Company Secretary

Hong Kong, 24th April, 2002
Notes:

1.  Any member entitled to attend and vote at the meeting convened by the above notice is entitled to
appoint one or more proxies to attend and vote on his/her behalf. A proxy need not be a member of the
Company. If more than one proxy is so appointed, the appointment shall specify the number of shares
in respect of which each such proxy is so appointed.

2. In order to be valid, the completed form of proxy and the power of attorney or other authority (if any)
under which it is signed or a notarially certified copy of such power or authority, must be lodged with
the Company’s branch share registrar in Hong Kong, Central Registration Hong Kong Limited at
Rooms 1901-5, 19th Floor, Hopewell Centre, 183 Queen’s Road East, Hong Kong not less than 48
hours before the time appointed for holding the meeting or the adjourned meeting.
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Signature

Pursuant to the requirements 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.

Date: April 25, 2002

HK1:#22007968v1
04/24/02

SUNDAY Communications Limited

Name: Janet Ching Man Fyhg
Title: Company Secre
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