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CITY TELECOM (HK) LTD
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Far immediate release

CTl Records an impressive 600% Proﬁt Growth
In the First Half of 2002
Resulted from Steady Business Growth and Effective Cost Control

Hong Kong, May 21, 2002 — City Telecom (HK) Limited (SEHK stock code 1137,

Nasdaq: CTEL) announced today that profits attributabie to sharehoiders for the

six month period of September 2001 to February 2002 grew to HK$43 million

from HK$8 million of the last corresponding period, representing a more than
- 800% high jump.

During the period under review, steady growth in the Group's IDD and fixed
network businesses and effective cost control measures have resulted in growth
in both turnover and profits. Turnover was HK$545 million compared to HK$508
million of the same period fast year. Operating profit was HK$50 million,
compared to HK$7 million of the last corresponding period. As of 28 February
2002, the Group had cash and bank balances of HK$375 million.

“The impressive performance that our core businesses — IDD and local fixed line
services — had achieved is attrlbuted to two main factors. Firstly, the Group
continued to commit substantlal investment in IDD and local fixed line services in
a less severe market with some competitors already faded out compared to two
years ago,” said Mr. Ricky Wong, Chairman of CTi. “Secondly, our Group's
investment in the telecommunications infrastructure in the past two years began
to bear fruits, resulting in lower operating costs and brought substantially
improved returns. We believe the financial perfermance of the Group will
continue to improve in the years ahead.”

Despite- the fact that, to many, the IDD business has become nothing but a
sunset industry with fierce competition and aggressive price-cutting, the Group
has been successful in implementing disciplined cost control measures and
aggressive matketing strategies, together with the introduction of a host of new

services to enlarge the revenue base.

All these favaurable factors contributed to the strong income of the Group. During
the period under review, the IDD business alone brought about HK$122 million
cash income from operation, with traffic volume surged by 69% compared to last
corresponding period to 423 million outgoing minutes. The management predicts
the income growth will sustain in the second half of the year.

“In these years, qur IDD business sustained to grow steadily. As such, what is the
fall of dusk to others is the crack of dawn to us. Leveraging on our achievement,
we will continue ta ride on our robust business model to increase operating
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profits, and strive to become the largest IDD service provider in Hong Kong,' said
Mr. Wong.

In April this year, the Group received a wireline-based fixed network services
license from OFTA. As of the end of April 2002, our Group's broadband business
had over 85,000 residential customers and 5,000 corporate customers, with
service penetration over 10%, Taken as a whole, our network has spanned more
than 2,400 buildings with 800,000 homepass. Under our strategy of driving
network expansion in full swing, we expect that our coverage will reach 1.2
million residential homepass and 800 commercial buildings by the end of 2002.

Connected with optical fibre and CATSE copper wire, our nefwork has been
installed with over 8,000 Cisco IP switches with the laying down of Ethemet LAN
technology. Complementing our advanced network technology, which gives us
high transmigsion quality, is our ability to contain construction cost at a low leval.
The cost advantage enables us to adopt aggressive pricing strategy to attract
customers and still maintain reasonable profit margin. Our strategy of offering low
price to maximize sales has helped to improve our business performance. it
enables us to stand out in the market effectively and captures market share and
customer base quickly. Competing in price is something we know best, Applying
this strategy to other businesses will give us clear advantages and may build a
high barrier to our compstitors, Inhibiting their intention to invest and compete.

In the next five years, we will stay pragmatic and pursue businesses of high
return, yet overlooked by others. Basic telecommunications service is one such
business. Take residential telephone market as an example. The current leading
service provider i making HK$200 million in turnover a month. Although the
overall market growth is limited, we believe that if we can offer services at 30% to
40% lower than the market rate, we can gain 20% market share. In just three
year’s time, we can recuperate our up-to-date investment in fixed network.

“In the ever-changing environment of the telecommunications market, there come
new business opportunities in every market change. With a high guality team
and a determination to meet every single challenge, we are confident that we can
embrace the changes, grasp the opportunities, and breakthrough in the
competition and further consolidate our market position,” Mr. Wong concluded.

-end -
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About City Telecom Group CITY TELECOM (HK) LTD

Established In 1992, the Group provides integrated telecommunications to both
Hong Kong and overseas markets. Apart from its core business, international
telecommunications services, it entered the local fixed network market by utilizing
wireleas technology in early 2000. In April 2002, it received the wireline-based
fixed network services licence as well, granting the opportunity to develop
comprehengive fixed network service from 2003. The Group was listed on the
Stock Exchange of Hong Kong in August 1897 and completed ADR listing on the
NASDAQ National Market in the USA in November 1999, The principle
companies of the Group are City Telecom (HK) Ltd., Hong Kong Broadband
Network Limited and the City Telecom units in Japan and Canada. For more

information of the Group, please visit hitp.//ww.clihk.com.

For enquiries, please contact :

c e G icati
Jessie Cheng / Wayne Leung
Tel: 3145 4118/ 3145 4119

Fax: 2190 8372,/ 2199 8702

Email : chengem@ctihk.com / wayne@ctihk.com

Corinna Sioc / Margaret Lo

Tel: 3145 6068 / 3145 4303

Fax: 2188 6706 / 2199 8661

Email : carinna@ctihk.com / margaret@ctihk.com
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FINANCIAL REVIEW
During the period under review, stcady growth in both of 0r IDD ard fixed Wlecommunicstions

netweork businesses ang cost control messures have resulied in growih in both turnover and
profits. Turmover was HKS345 injliion compared ta HK3509 million of the sams period lant
year. Operating profit was HK$50 million, campaced to HK$? million while profit sttributsble
10 shareholders grew (0 $43 million from KK3$6 million of the last corresponding period.

Evidenced of our suceess in siriving for cont efficiency, opersting expenses ar the Grovp leve]
dropped 5% vo HKRS00 milfion feom HK$528 million of the last corresponding period. IDD,
our core businese, cantributad HIKS45] miilion to the Qroup’s tuenover and HKS} 08 ilifon
in opersting profit. The fised 1elccommunications nelwork rervice, has showa significant
improvement of 26% 1o reach $94 million in turnover, contriboted by Lhe aggrestive marketing
Flnu 10 easure the prowih of the customer base on broagband access. Duﬁui tha period, the
ixed tclecommunications network businets inzurred an operaling loss of BX$58 millina,

ACQUISITION OF ADDITIONAL INTERESTS IN A NON-WHOLLY OWNED
SUBSIDIARY

During the zix mouths cndad 28th Februsry 2002, the Campany through s nomincet hag
increzsed {t2 beneficinl sharcholding interentt in its non-whully owned subtidiary, Hong Kong
Beroadband Network Limited ("HKBN™) (rom 35% to spproximately 96% by subscribing
283,048 new shares is HKBN at HKS600 per chare purzuant to o tights issue of HKBN.

INTERIM DIVIDEND
The directore do ol recommend the paymest of inferim dividend for the six monche eaded

238th Fedroary 2002 (200/: HKS0.0] per oréinsry share toteling HKS#4,907,000).

MQUIDITY AND CAPITAL RESOURCES

A3 of 28 February 3001, the Otoup had cush and bank balsnces of HKSA75 million and
outstanding borrowing of HK$45 million. Capital eapcaditore war HK$340 mililen during
the perind, the insjonity of which, spproximately HX$252 millioa, was for develapiag the
local flxed telscommunications astwork: snother HK$81 million was allocated for financiog
the bujldieg of the Group's two undercea cables conperaied with other international cazriens,
Theee installation x0d enhancament will require angoing capital expenditure which will be
mot by internal caterves,

BUSINESS REVIEW

Dur IDD business outperformed the indostry and other scrviee providers by & wide margin,
Traffic volume serged by 9% comapared 1o Iast corresponding period to 423 millon outgoing
minvice wnd operaling profis reached HKS108 million in the first half of this yest. The strong
income of the Graup was stributed o our disciplined cost coatrols, reduced competitive
pressurc and introduction of new acrvices to cafarge the reveave base, The mansgement
predicts the income growih will sustaln in the second half of the ysar. Leveraging on our
achiovement, we will continue Lo ride on our robust busisers medel 10 inereate cpemting
profite. and stove to Become the [argost IDD service provider in Hong Kong,

During the period, the Group schizvsd oulstanding growth in the fixed network businces, Ay
of April 2 ovr network hsy spapned more then 2,400 buildings with 900,000 residearial
homepass. Over 9,000 Cisco JP switchoe have been installed, successlully layiag down an
Ethernet LAN netwark, Substancial investment of whis seale fully demonctrates our commitment
to becoms the loading locs! fixed petwork services opsralor in the territery. The Growp
tapacts the nztwork coverage o reach 1.2 million resldentisl homapatz and 600 commereial
buildings by ths end of 2007,

PRUSPECTS

The strategy of our Group in the last tes years proved cight, avoiding upjustifisd huge
investments that other providers fall prey w. Looking shoad, a2 we have firmly ertablished in
the [DD and Iptecnel access sorvice market, we will focus on building a preseoce in the local
telephone markst. Over the next five yeary, our objeclive it to stay pragmatic and pureve
businesses of high retuzn, yet overlocked by athers. Baslc telephone service is ono such
buginess. With a hlgh quality team responsive to market ehanges 1nd determined to moct
challenges, we are undaunted (6 embeace changes snd gead apgortunitios 3o a5 to fucther
consolidate our macke: position,

EMPL.OYER

Including the directoss of the Group, a5 3t 28th Februsry 2002, the Group empioyed a toul
of 1,095 Qull-time ¢mployces, The Group provider remunsestion prekage consn}:ﬁu of batic
salacy, bonus and othes benefits, Bonus paymenta are diserctionary snd dapendent on both the
Group'r and indllv)dual ?uformancu. The Groop also provides comprehentive medicsl
foverd ge. compezitive retiroment benefits schemes, staff trainiog programs aad opérates an

Employse Share Option Scheme.

OTHRR DISCLOSURE

Apart from above, other arear which arc tequired to be discoised under the rsquirementy of
plngugh 46(7)(B)(ii) of Appendix 16 of (he Listing Rules of The Stack Bx::enp ol Hong
)Eong Limited and paragraph 16 of Hong Koag Sixtsment of Siandard Accountiog Pracrice
(*35AP") 25 “larcrim Flnancia) Reperting™, cither have no matcrial changes from the
mformatlat) disclosed in the annusl report of the Group for the year ended 315t August 2001
or are contidered nat tignificant 1o the Graup's opceations, &nd Jience no wdditional dieclosure
has been made in thiz snnouncerenl.

PUBLICATION OF DETAILED INTERIM RESULTS ON WERSITE OF T|
EXCHANGE OF HONG KONG LIMITED A% 310CK
A denniled interim resulte contsining the information required by poragroph 46(1) to A&(E) of
Anpendix 16 of the Listing Rules will be published on the websitc of the Stoci élchlslfga) of
Hang Kong Limited in due course,

‘E; Otder of the Board
ong Wal Kay, Ricky
Chairmon

Hong Kong. 215t May 2002




