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CITY TELECOM (H.K.) LIMITED

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

CONNECTED TRANSACTION

Grant of loan facility to Hong Kong Broadband Network Limited

Granting of a loan facility by the Company and KDD to Hong Kong Broadband Network Limited, a non-wholly owned subsidiary of the Company, and the execution of a floating charge by Hong Kong Broadband Network Limited over all its present and future assets in favour of the Company and KDD as security for the loan facility.

As KDD is a substantial shareholder in HKBN and the commitment of the Company under the Facility Letter exceeds 15% of the book value of the net tangible assets of the Company (as disclosed in its latest published audited accounts), the Company is required by Rule 14.25(2)(b) of the Listing Rules to make this announcement.

Reference is made to the announcement dated 1st March, 2000 and the circular dated 21st March, 2000 issued by City Telecom (H.K.) Ltd. ("Company") to its shareholders relating to the transfer of assets by the Company to Hong Kong Broadband Network Limited ("HKBN") and the subscription by KDD Corporation ("KDD") of a 15 per cent. interest in the issued share capital of HKBN.

Pursuant to the shareholders' agreement dated 1st March, 2000 entered into between the Company and KDD relating to HKBN, it was agreed that the Company and KDD will provide to HKBN a loan facility for an aggregate amount of up to HK$600 million in proportion to their respective shareholdings in HKBN. Brief details of the shareholders' agreement were disclosed in the circular dated 21st March, 2000.

The directors of the Company would like to announce that, pursuant to the terms of the shareholders' agreement, the Company and KDD executed a loan facility letter ("Facility Letter") in favour of HKBN for an aggregate amount of up to HK$600 million and HKBN executed a floating charge over all its present and future assets ("Floating Charge") in favour of the Company and KDD as security for the loan facility. The Company intends to fund its commitment under the Facility Letter using the proceeds of the secondary offering of its shares which took place in November 1999.

The Facility Letter

Date:
26th June, 2000

Parties:
The Company and KDD as lenders


HKBN as borrower

Amount:
A loan facility of up to HK$600 million available on or before the date falling 36 months after the date of the Facility Letter. The Company and KDD's respective participation in each loan shall be 85 per cent. and 15 per cent. of the amount of that loan. It was also agreed that the aggregate amount of the loans outstanding on a certain date shall not exceed the amounts specified below:


Year(s) from the date of
Aggregate amount of


the loan facility letter
loans outstanding


1
HK$400,000,000


2
HK$500,000,000


3
HK$600,000,000

Purpose:
HKBN shall apply the loan to finance the construction of its network for the provision of public fixed telecommunication network services.

Interest:
7 per cent. per annum.

Repayment:
All amounts outstanding are repayable on demand by the Company and KDD acting jointly and, if no repayment demand is made, HKBN shall repay to each of the Company and KDD their participation in any loans in full on the date falling 36 months after the date of the Facility Letter.

Convertibility:
Each lender has an option to convert the outstanding principal and accrued interest in respect of the loans owing to each of them into fully paid up shares in HKBN.

The Floating Charge

Date:
22nd September, 2000

Parties:
HKBN as chargor


The Company and KDD as lenders

Assets Charged:
All present and future assets of HKBN charged by way of a first floating charge.

Information on KDD and HKBN

KDD is one of the Company's existing international telecommunications service providers and suppliers. It is the largest international telecommunications carrier in Japan, providing a comprehensive range of voice and data services to both residential and business customers for more than 45 years. Currently, KDD, through its subsidiary, is also providing wireless internet services to customers in various major cities in Japan.

HKBN is a non-wholly-owned subsidiary of the Company which engages in the provision of Internet access services. As at the date of this announcement, the Company owns 85 per cent. of the issued share capital of HKBN with the remaining 15 per cent. owned by KDD. As KDD is a substantial shareholder in HKBN and the commitment of the Company under the Facility Letter exceeds 15% of the book value of the net tangible assets of the Company (as disclosed in its latest published audited accounts), the Company is required by Rule 14.25(2)(b) of the Listing Rules to make this announcement.

The directors believe that the Facility Letter and the Floating Charge have been entered into on normal commercial terms. Information regarding the Facility Letter and the Floating Charge will also be disclosed in the Company's annual report as required by the Listing Rules.

By order of the Board

Wong Wai Kay, Ricky

Chairman

Hong Kong, 22nd September, 2000

"Please also refer to the published version of this announcement in the Hong Kong i-mail"
1
4
City Telecom (H.K.) Limited – Connected Transaction

Grant of Loan facility to Hong Kong Broadband Network Limited

(22nd September, 2000)


