38

EER®BESE
REPORT OF THE DIRECTORS

T Sannsns-sees A= AL

FEZEEZRR -

TEXBREXBED N

RRABRREMBARz EEZEBRAEE - BEAR
MEARPRHUERERRY - MEBEMERA
PrREESE R B RS MR EATEE T

EE IR

FEENAFRETEEHRMISHERSH 2 B %

BN E RN ERMOMENRBME2 -

XERDE
REFEBEHNE 52 BZIRAERE -

EETERIRERS -

& &
AEERARARBERFAZEPIHNEE

MzE 16 ©

B

REBRFAMIEZ B 70,000787T

BEEE&EE

MHEE11 ©

WHEM (F#B) BRAT CITY TELECOM (H.K.) LIMITED

The directors submit their report together with the audited

accounts for the year ended 31st August 2000.

PRINCIPAL ACTIVITIES AND GEOGRAPHICAL
ANALYSIS OF OPERATIONS

The principal activities of the Company and its subsidiaries are the
provision of international telecommunications services to customers
in Hong Kong, Japan and Canada, dial-up and broadband internet
access services to Hong Kong and Canadian customers, and the

provision of internet content and e-commerce services.

An analysis of the Group’s turnover and contribution to operating
profit for the year by principal activities and geographical markets is

set out in note 2 to the accounts.

RESULTS AND APPROPRIATIONS
The results for the year are set out in the consolidated profit and loss

account on page 52.

The directors do not recommend the payment of a dividend.

RESERVES
Movements in the reserves of the Group and the Company during the

year are set out in note 16 to the accounts.

DONATIONS
Donations made by the Group during the year amounted to

HK$70,000.

FIXED ASSETS
Details of the movements in fixed assets of the Group and the

Company are set out in note 11 to the accounts.
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SHARE CAPITAL AND SHARE OPTIONS
Details of the movements in share capital and share options of the

Company are set out in note 15 to the accounts.

DISTRIBUTABLE RESERVES

Distributable reserves of the Company at 31st August 2000,
calculated under section 79B of the Hong Kong Companies
Ordinance, amounted to approximately HK$97,942,000 (1999:

HK$91,362,000).

FIVE YEAR FINANCIAL SUMMARY
A summary of the results and of the assets and liabilities of the

Group for the last five financial years is set out on page 104.

GROUP’S BORROWINGS

The Group’s borrowings as at 31st August 2000 are repayable in

HARIER - following periods:
RITES AT BRI
Bank overdrafts Obligations under finance
leases
2000 1999 2000 1999
FHBITHKS'000  FHEIT HK$'000 F#EIT HK$'000  F#IT HK$'000
BB BIE—F On demand or not 67,088 52,865 4,089 3,739
exceeding one year
—F A BTBBMF More than one year but - - 4,438 4,056
not exceeding two years
MEN EBETBBRF More than two years but - - 2,952 7,426

not exceeding five years

67,088 52,865 11,479 15,221
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WHEM (F#B) BRAT CITY TELECOM (H.K.) LIMITED

PURCHASE, SALE OR REDEMPTION OF SHARES
The Company has not redeemed any of its shares during the year.
Neither the Company nor any of its subsidiaries has purchased or

sold any of the Company’s shares during the year.

DIRECTORS

The directors during the year and up to the date of this report were:

Mr WONG Wai Kay, Ricky (Chairman)

Mr CHEUNG Chi Kin, Paul (Managing director)
Mr CHONG Kin Chun, John

Ms FUNG So Mui, Fion

Ms SIO Veng Kuan, Corinna

Ms TO Wai Bing (appointed on 4th October 2000)
Mr CHENG Mo Chi, Moses * *#

Mr LEE Hon Ying, John * #

Mr CHAN Kin Man * #

In accordance with Article 92 of the Company’s Articles of
Association, Ms TO Wai Bing retires, but being eligible, offers herself

for re-election.

In accordance with Article 96 of the Company’s Articles of
Association, Mr CHAN Kin Man retires by rotation and, being

eligible, offers himself for re-election.

* Independent non-executive directors

#Members of the Audit Committee
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DIRECTORS’ SERVICE CONTRACTS

Mr WONG Wai Kay, Ricky and Mr CHEUNG Chi Kin, Paul have
entered into service contracts with the Company for a term of
three years with effect from 1 July 1997 until 30 June 2000, and
continuing thereafter on a yearly basis. Mr Wong and Mr Cheung
are also entitled to annual bonus paid at the discretion of the Board
(provided that the aggregate of the annual bonuses payable to all
the executive directors in respect of any one financial year does
not exceed 5% of the consolidated profit of the Group after taxation

but before extraordinary items).

Save as disclosed above, none of the directors who are proposed
for re-election at the forthcoming annual general meeting has a
service contract with the Company which is not determinable within
one year without payment of compensation, other than statutory

compensation.

BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT
Brief biographical details of directors and senior management are

set out on page 32.

DIRECTORS’' INTERESTS IN CONTRACTS

No contracts of significance in relation to the Group’s business to
which the Company or any of its subsidiaries was a party and in
which a director of the Company had a material interest, whether
directly or indirectly, subsisted at the end of the year or at any time

during the year.
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WHEM (F#B) BRAT CITY TELECOM (H.K.) LIMITED

CONNECTED TRANSACTION

The Company and DDI CORPORATION (formerly known as KDD
Corporation) entered into service agreements (the “Service
Agreements”) in 1999 pursuant to which DDI CORPORATION provides
international carrier services to the Company. In March 2000, upon
subscription of a 15% equity interest in the issued share capital of
Hong Kong Broadband Network Limited, a subsidiary in which the
Company now holds 85% equity interest, DDI CORPORATION became
a connected person as defined in the Rules Governing the Listing of
Securities on the Stock Exchange of Hong Kong Limited (“Listing
Rules”). The service fees payable to DDI CORPORATION by the
Company pursuant to the Service Agreements for the period from 1st
March 2000 to 31st August 2000 amounted to HK$33,129,000,
representing 2.7% of the Group’s turnover for the year ended 31st
August 2000. The Company has applied for a waiver by the Stock
Exchange of Hong Kong Limited from strict compliance with the
requirements of Chapter 14 of the Listing Rules on the above-

mentioned continuing connected transactions.

The independent non-executive directors have reviewed these
transactions carried out under the Service Agreements and confirmed

that the transactions were:
(a) in the ordinary and usual course of business of the Company;
(b) entered into on normal commercial terms; and

(o) fair and reasonable so far as the shareholders of the Company are

concerned.

The above connected transaction also constitutes a related party

transaction and is disclosed in note 21(a) to the accounts.
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DIRECTORS' INTERESTS IN EQUITY OR DEBT SECURITIES
At 31st August 2000, the interests of the directors and chief executives
in the shares and options of the Company and its associated
corporations (within the meaning of the Securities (Disclosure of
Interests) Ordinance (“SDI Ordinance”)), as recorded in the register
maintained by the Company under Section 29 of the SDI Ordinance

or as notified to the Company were as follows:

(a) Ordinary shares of HK$0.1 each of the Company (the “Share”)

tctsvspdin) €=
Number of Shares beneficially held

EARERS EEER RKERER Hip s AEt R
Personal interests ~ Corporate interests ~ Family interests ~ Other interests Total interests
FHEEE
Mr WONG Wai Kay, Ricky 1,800,000 247,046,000 - - 248,846,000
BifE Note
RFREE
Mr CHEUNG Chi Kin, Paul 508,000 246,250,000 - - 246,758,000
HfiE Note
FEREE A
Mr CHONG Kin Chun, John 370,000 - - - 370,000
Bkt
Ms SIO Veng Kuan, Corinna 510,000 - - - 510,000
BRIt
Ms FUNG So Mui, Fion 770,000 - - - 770,000
PR - Note:

FAHEI A RKRFREEAZ LB THiE Bl FE B R

TRz EmEL

(i) EHLERKIELESEHEBH34% BHEZ Top Group
International Limited #§/& 240,000,000 fRA& (7

(i) FEFHERKEES BT 50% -1 Global Network
Development Limited #%75 6,250,000 &k 17 : &

(i) F 554 R EIHEZ E#H 2 Bullion Holdings Limited #5
A 796,000 RRR 17 -

B EXFTREES  EFAITHARE (BEKEFZEER

K185k TX) BHERA R 5] R 1G4 B2 R+ 1

BB RIS B BR b o (5P T LA R BB W o

The corporate interests of Mr WONG Wai Kay, Ricky and Mr CHEUNG Chi Kin, Paul

arise through their respective interests in the following companies:

(i) 240,000,000 Shares are held by Top Group International Limited which is owned
as to approximately 34 per cent each by Mr Wong and Mr Cheung;

(i) 6,250,000 Shares are held by Global Network Development Limited which is

owned as to 50 per cent each by Mr Wong and Mr Cheung; and

(iii) 796,000 Shares are held by Bullion Holdings Limited which is wholly owned by

Mr Wong and his spouse.

Save as disclosed above, none of the directors or chief executives (including their spouse
and children under 18 years of age) have any interest in the share capital of the Company

and its associated corporations required to be disclosed pursuant to the SDI Ordinance.
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(b) A2 BEAR (b) Share options of the Company

R—ANtFEA+=H  ARFRERB—IE On 12th July 1997, a share option scheme ("the Share Option
BEACREET 2] ([BBARMEETEI]) - Bt EEAE Scheme") was approved by the shareholders of the Company under
SEEAEEREE (BEAQITAHITES) which its directors may, at their discretion, invite employees of the
BEANBERGAE ([RERSHE |) B AN TG » 1 Group including any executive directors of the Company to take
AT A IR 230 F 2SS R G - IRIEEEAL up options (“the Share Options”) to subscribe for Shares in the
R RS Y IS N —EE - E+ A+ —B Company subject to the terms and conditions stipulated therein.
P The Share Options granted under the Share Option Scheme will
ARTESFEETR—TSE=F\F=+—A lapse not later than 11th July 2007.

M ARIET T 2 FEARAERTIBE AT ¢ Details of the outstanding Share Options at 31st August 2000

granted to the directors of the Company are as follows:

MARETTE 2 EIRESE
Number of Share Options outstanding

®HHBE] Date of grant 19th September 1997  3rd September 1998  2nd June 2000
KtiF 1 Note 1 KtiF 2 Note 2 K% 3 Note 3

FHEESEE

Mr WONG Wai Kay, Ricky - - 10,000,000

RFESEAE

Mr CHEUNG Chi Kin, Paul - - 10,000,000

AR A

Mr CHONG Kin Chun, John 500,000 500,000 -

VA TR

Ms FUNG So Mui, Fion 500,000 500,000 -

e

Ms SIO Veng Kuan, Corinna 500,000 500,000 -




45

FIRE -

1. R=ANEENATHARFZIERETR-ETEF
NA+NAZZAZEZER 1.20 B2 (BIE7TE

2. R=ANNFAR=ARFZEREIR-EETLTEF
NA=HE% A2 #1572 0.26 B2 (BISTTIE -

3. RETETFNAZAFHRBELARR TR ESER
10,000,000 175 g #E 7] 1 T 51| BT A 12 8 A% 1.50 &
T2 EBIEITIE -

AJRIBF7T{E 3,000,000
R-FE—FNA-ALZAZHE 3,000,000
R-FEE—FNA—ARFAZHE 4,000,000

4. R=NANF+=F+H » FHELERKTELRE
FEFZ T 10,000,000 (7IEALHE - BT T BRI AIZ
5748 8.20 BT ZITIEETTIE -

AJRIRFT1E 3,000,000
R-FEFTFEA—H+MAZAZE 3,000,000
R-FF—F=H+MAZZAZE 4,000,000

AR E R —TER —FEFFA A HiEA
FEAARL
FR - RARRERHRELE  FRELLREK
Bt AR TEE SR 1.5 87T X 0.26 BITTT
FEERER—ANAEFAATNE R—ANNF
NAZHERTFZHEKRE  AmESR#ETEH

1,300,000 &A% 19 & 1,500,000 A&AR 7 °

B EXFIEES  REREARE  SBERT
B#E (RREEZRBIRM 18RI FR) HiE
RARAREEEER (GRIERE RG22 RE)
2B A RS - TETEEAREZER
02 R -

UESh  BR EXPRBRERE SN - RERERERE - AR
AREERE A RBREERERNZYE - SRR
ZERRSITBRE T EEARR RS A E
EANEEZ B RIES M o

ZZETHEEHR ANNUAL REPORT 2000

Notes:

1. The Share Options granted on 19th September 1997 are exercisable at
HK$1.20 per Share on or after 19th September 2000.

2. The Share Options granted on 3rd September 1998 are exercisable at
HK$0.26 per Share on or after 3rd September 2000.

3. The 10,000,000 Share Options granted on 2nd June 2000 to each of Mr WONG
Wai Kay, Ricky and Mr CHEUNG Chi Kin, Paul are exercisable at HK$1.50 per

Share which are exercisable over the following periods:

Immediately exercisable 3,000,000
On or after 2nd June 2001 3,000,000
On or after 2nd June 2002 4,000,000

4. On 14th December 1999, 10,000,000 Share Options were granted to each of
Mr WONG Wai Kay, Ricky and Mr CHEUNG Chi Kin, Paul at an exercise price of

HK$8.20 per Share which were exercisable over the following periods:

Immediately exercisable 3,000,000
On or after 14th December 2000 3,000,000
On or after 14th December 2001 4,000,000

The above Share Options were cancelled pursuant to a board resolution passed
on 2nd June 2000.

During the year, a total of 1,300,000 Shares and 1,500,000 Shares
were issued to Mr CHONG Kin Chun, John, Ms FUNG So Mui, Fion
and Ms SIO Veng Kuan, Corinna, directors of the Company, pursuant
to the exercise of the Share Options granted on 19th September 1997
and 3rd September 1998 at the exercise price of HK$1.50 and

HK$0.26 per Share, respectively.

Save as disclosed above, at no time during the year had the directors
and chief executives (including their spouse and children under
18 years of age) held any interest in, or been granted or exercised any
rights to subscribe for shares of the Company and its associated

corporations within the meaning of the SDI Ordinance.

In addition, save as disclosed above, at no time during the year was
the Company or any of its subsidiaries a party to any arrangements to
enable the directors and/or the chief executives of the Company to
acquire benefits by means of the acquisition of shares in, or debentures

of, the Company or any other body corporate.
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WHEM (F#B) BRAT CITY TELECOM (H.K.) LIMITED

SUBSTANTIAL SHAREHOLDERS

At 31st August 2000, the register of substantial shareholders
maintained under Section 16(1) of the SDI Ordinance shows that the
Company had not been notified of any substantial shareholders’
interests, being 10% or more of the Company’s issued share capital,
other than those of the directors and chief executives as disclosed

above.

MANAGEMENT CONTRACTS
No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company were

entered into or existed during the year.

MAJOR CUSTOMERS AND SUPPLIERS
The aggregate percentage of sales for the year attributable to the

Group’s five largest customers is less than 30% of total sales for the

MADLIT : year and therefore no disclosures with regard to major customers are
made. The percentage of purchases for the year attributable to the

Group’s major suppliers are as follows:
2000 1999
Bl % Bl %

7B Purchases

- RAHIER — the largest supplier 59 40
- AAHEREE — five largest supplier combined 82 69

BEF  REZBMBATRERREEIAEES AR
RACHEITEAR 5% < BRI EES i T 24

FER fEah

None of the directors, their associates or any shareholder (which to
the knowledge of the directors own more than 5% of the Company’s

issued share capital) had an interest in the major suppliers noted above.
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COMPLIANCE WITH THE CODE OF BEST PRACTICE
OF THE LISTING RULES
Throughout the year, the Company was in compliance with the Code

of Best Practice as set out in the Listing Rules.

AUDIT COMMITTEE

The written terms of reference which describe the authority and duties
of the Audit Committee were prepared and adopted with reference
to “A Guide for The Formation of An Audit Committee” published by

the Hong Kong Society of Accountants.

The Audit Committee provides an important link between the board
of directors and the Company’s auditors in matters coming within the
scope of the group audit. It reviews the effectiveness of internal controls
and risk evaluation and of the external audit. Its duties also include
the review and supervision of the Group’s financial reporting process.
The Committee comprises three independent non-executive directors,
namely Mr LEE Hon Ying, John, Mr CHENG Mo Chi, Moses and
Mr CHAN Kin Man. Three meetings were held during the current

financial year.

AUDITORS
The accounts have been audited by PricewaterhouseCoopers who

retire and, being eligible, offer themselves for re-appointment.

On behalf of the Board
Wong Wai Kay, Ricky
Chairman

Hong Kong, 27th November 2000



