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Forward-Looking Statements

This presentation and the presentation materials di stributed herewith include forward-looking 

statements. All statements, other than statements o f historical facts, that address activities, 

events or developments that China Netcom Group Corp oration (Hong Kong) limited ( �������� China 

Netcom �������� ) expects or anticipates will or may occur in the f uture (including but not limited to 

projections, targets, estimates and business plans)  are forward-looking statements. China 

Netcom �ÿ�ÿ�ÿ�ÿ s actual results or developments may differ materia lly from those indicated by these 
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forward-looking statements as a result of various f actors and uncertainties, including but not 

limited to the level of demand for telecommunicatio ns services, competitive forces in more 

liberalized markets, the effects of tariff reductio n initiatives, changes in the regulatory policies 

and industrial environment, and other risks and fac tors beyond our control. In addition, China 

Netcom makes the forward-looking statements referre d to herein as of today and undertakes 

no obligation to update these statements.
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Basis of Presentation of Financial and 
Operational Data

Since the Group disposed of Asia Netcom on August 2 2nd, 2006 and disposed of its 
telecommunications assets, liabilities and business  operations in Guangdong and 
Shanghai branches in the PRC on February 28th, 2007 , the results and cash flows of the 
operation of the Guangdong and Shanghai branches an d Asia Netcom, and the gains on 
the disposals have been presented as discontinued o perations. Accordingly, the 
comparative results and cash flows in 2006 have bee n restated here.

The Group acquired a 100% equity interest in Beijin g Telecommunications Planning and 
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The Group acquired a 100% equity interest in Beijin g Telecommunications Planning and 
Designing Institute Corporation Limited, a subsidia ry of China Netcom Beijing 
Communications Corporation on December 31st, 2007. Since the transaction is a 
business combination under common control, the busi ness and assets acquired have 
been presented in the book value according to HKFRS  and regarded as being owned by 
the Group from the beginning of the period presente d. Accordingly, the 2006 financial 
data have been restated.

In this presentation, unless otherwise specified, a ll financial and operational data do not 
include the data from discontinued operations.
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Key Operational Data

Fixed-line (in thousands)

PHS (in thousands)

Broadband Subscribers (in thousands )

Local Access Subscribers

Change2006

Broadband Subscribers

2007

113,972 110,820 -2.8%

86,656 84,631 -2.3%

27,316 26,189 -4.1%

14,429 19,768 +37.0%
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Broadband Subscribers (in thousands )

Broadband Penetration (2)

(1) CNC broadband subscribers/ total broadband subscribers in our service region
(2) CNC broadband subscribers/CNC fixed-line subscribers
(3) Including local voice, long distance voice and VAS

Local Access ARPU (RMB) (3)

VAS Revenue / Total Revenue

ARPU

Results of Strategic Transformation

Broadband ARPU (RMB)

Broadband Market Share (1)

ICT Revenue / Total Revenue

Broadband Services Revenue / Total 
Revenue

14,429 19,768 +37.0%

87.5% 88.9% +1.4PPT
16.7% 23.4% +6.7PPT

40.5 36.6 -9.6%

64.9 67.4 +3.9%

12.1% 16.8% +4.7PPT

6.5% 7.4% +0.9PPT
1.0% 4.8% +3.8PPT
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Key Financial Data
(Excl. Upfront Connection Fees)

�Ä�Ä�Ä�Äin RMB Millions �Å�Å�Å�Å
% of 

Revenue Change2006 2007

Revenue

% of 
Revenue

81,788 82,488 +0.9%
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�Ä1�ÅExcluding other income
�Ä2�ÅConsolidated net profit in 2006 included net profit from discontinued operation of RMB1,487 million, while the consolidated net profit in 2007 included net profit from discontinued 

operation of RMB 624 million
�Ä3�ÅNet cash inflow from operating activities of continuing operations net of our capital expenditure

EBITDA

Free Cash Flow

CAPEX

(1)

Consolidated 
Net Profit

(2)

42,058 41,244 -1.9%50.0%51.4%

10,559 10,578 12.8%12.9% +0.2%

20,684 25.1% -15.8%

11,775 14.3% +57.2%

24,560 30.0%

7,490 9.2%(3)
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2007 Strategic Execution

� Revenue from innovative businesses grew by 38.9% �È�È�È�È
representing 34.7% of total revenue

� Broadband subscribers increased by 37.0% and broadb and 
services revenue recorded a year on year growth of 39.5% 

� Revenue from ICT business amounted to RMB 3,990 millio n
� advertising and media business has commenced

Expand 
Innovative 

Businesses

Evaluation Performance Less AttractiveVery Attractive
Operating 
Strategy
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Enhance 
Free Cash 

Flow

Stabilize 
Traditional 
Businesses

� CAPEX decreased by 15.8%, CAPEX to revenue ratio de clined to 
25.1% 

� Free cash flow increased by 57.2%
� Proposed DPS increased by 7.1%

Further 
Management 

Reforms

� Migrating to “customer-orientated” sales & marketing system
� Reforming information system
� Reforming financial management system

� “Family 1+” subscribers reached 8,378 thousand, of which  59.5%
subscribed broadband access service

� “Same Number” subscribers reached 1,663 thousand, increa sing 
by 75.7% compared with previous year
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Encouraging Strategic Transformation Results

Innovative 
Businesses (1)

�Ä�Ä�Ä�Äin RMB millions �Å�Å�Å�Å

The Ratio of Innovative Businesses Revenue 
to the Total Revenue Kept Rising

+9.5PPT25.2%
34.7%

81,788 82,488
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(1) Including broadband and other Internet-related services, ICT, VAS, advertising and media business, business & data communications services

Traditional 
Businesses

2006 2007

-9.5PPT74.8%
65.3%
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Innovative Businesses Strategy Continued to 
Evolve

(in RMB millions)

Incremental Revenue Breakdown of Innovative Busines ses

332 28,656773
2,987

3,935
38.9%
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2006 Broadband & 
Internet-related

VAS(1) 2007

(1) Excluding revenue from Phone Navigation
(2) Including revenue from Phone Navigation, online advertising and yellow pages

ICT & Data 
Communications

Advertising (2)

20,629
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Accelerated Growth in Broadband Subscribers 

�Ä�Ä�Ä�Äin thousands �Å�Å�Å�Å

Broadband Subscribers

Model 

Network 
Speedup

� Investment in broadband and internet-
related businesses rose to 36% of total 
CAPEX

� Replacing copper cables with optic 
fibers”

� Multi-level access speed

� “Family 1+” bundled sales
� �� CNC Connected”

11,036
14,429

19,768

Super Broadband Plan
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Broadband Services Revenue 
& ARPU

�Ä�Ä�Ä�Äin RMB millions �Å�Å�Å�Å �Ä�Ä�Ä�ÄRMB�Å�Å�Å�Å

Model 
Innovation 

� “CNC MAX” Client, with users over 7 
million at the end of 2007

� Integrating video content owned 
through the network

Content 
Enhance-

ment

� �� CNC Connected”
� “Broadband + PC” package

Olympics 
Marketing

� “Broadband Carnival”
� “Broadband Olympics China Tour”
� “2008 Broadband Hotels”, with 

subscribers reached over 1700

(1) Including revenue from broadband access and broadband content and applications services

(1)

2005 2006 2007

9,916

13,835

64.9
67.4

0

5,000

10,000

15,000

2006 2007

60

70

80

Broadband Services Revenue ARPU
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Broadband Content and Applications Services 
Are Gathering Momentum

2007:   Revenue of content 
& applications services 

increased rapidly 

2008�Ö�Ö�Ö�ÖRevenue of content & 
applications to total 

revenue rises notably

Objectives:  Development 
model of “content & 

applications + access ��������

Revenue of Broadband Content 
& Applications Services

+

“Home 
Box”

“CNC MAX” 
Client

PC+TV

Pictures

Movies

Home 
Box

Music

+

Multiple 
Terminals

Multimedia Content 
& Applications

Content & 
Applications

842

1,749
�Ä�Ä�Ä�Ä in RMB millions �Å�Å�Å�Å
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Continue to enrich content & applications, and dive rsify access terminals 

� Broadband content & applications 
revenue reached RMB 1,749 million

� Launched “CNC MAX” Client

� Operated IPTV in 5 cities

+ Box

Games

+

� Boost scale of “Home Box” users

� Extend access terminals to handset 
and electrical appliances

� Build up image as leading multi-media 
services provider

� Expand online advertising business

� Boost scale of  “CNC MAX” Client users

� Introduce “Home Box” and extend 
access terminals from PC to TV

� Enrich content and provide high 
definition experience

� Launch online advertising business

2006 2007
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Launched advertising and media business 

� Innovate and leverage Olympics to 
expand B2C market

� Bundle sales with internet & voice 
products.

� Segment Customer and distribute
targeted editions accordingly

10.6

37.0

� Huge potential of China’s online 
advertising market

�Äin RMB billions�Å

Focuses

Yellow Pages

Key Strategies

� Advertising and media revenue reached RMB 380 milli on in 2007, up 691.7% from 2006
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� Improve navigation and content to 
shape leadership in voice search

� Establish professional reputation

� Strengthen cooperation with partners

� Leverage our internet capabilities to 
maximize advertising

� Analyze behavior of our broadband 
subscribers and target advertisers 
more precisely

� Promote “CNC MAX” Client to enlarge 
internet media audience

2007 2011E
Sources�ÖiResearch

� Diversified proprietary distribution 
channels  

Phone 
Cards

IPTV

Phone
Internet

Yellow Pages

Telephone 
Boothes

Voice Search

Online  
Advertising
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Key Measures

Strengthened Capabilities to Provide Integrated 
Solutions to Government and Enterprises

ICT Revenue

�Ä�Ä�Ä�Äin RMB millions �Å�Å�Å�Å

� Expanded capabilities of ICT to serve key segments

� Extending up value chain

� Enhance service support and marketing & 
sales to key segments: e-Government, 
environmental control, safe cities, Olympics 

3,990
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environmental control, safe cities, Olympics 
Admin & Games

� Strengthen R&D, project management, 
businesses & information system maintenance 

� Establish provincial branches and increase 
professional staff

Extending up Value Chain

Established 
advantage

Developing 
advantage

Potential 
advantage

855

4.8%

1.0%

2006 2007ICT revenue

ICT revenue/total revenue

Equipment
System 

Integration
Solution Design

Software 
Developme

nt

Operation 
Managemen
t & Network 
Maintenanc

e

Outsourcing
Services

After-sale
Services/T
raining/Co
nsultancy
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Explored Outsourcing Services for Enterprises

� Seats: 4,258

Call Centers �Ö�Ö�Ö�Ö

Outsourcing Service for Haier

+

Competitive Advantages

� Leveraging Company’s brand, customer base and exten sive network resources 

� Fully capitalizing on call centers and internet dat a centers (IDCs) 
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� Seats: 4,258

� Hotline service staff: 5,501

� Virtual call center platforms: 20,000

Internet Data Centers �Ö�Ö�Ö�Ö

� Space: 80,000 square meters

� Racks: 13,000

� Super quality IDCs: 21

+

� Services covering Haier’s major 
operating entities over China and over 
the world

� Services including call center, WAN, 
LAN, voice, video conference, data 
centers, etc.
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Management Reforms Driven by Strategic 
Transformation 

Reform of Sales & Marketing System Reform of Management System

Large 
Corporates & 
Government

SME Residential

Customer 
Experience

Sales & 
Marketing 
Model

Structural 
Reform

� Horizontal integration across all 
functional lines

� Decreasing management layers

� Reforming staff ranking system, 
remuneration system and evaluation 
system
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Customer Relationship Management

Billing Management

Channel Management

From “product-oriented” to “customer-
oriented”

� From selling products to 
satisfying customer needs

� Enhancing customer experience

� Improving response time

Back 
Office

Targets

Information 
System 
Reform

� Consolidating all kinds of information 
sub-systems based on ERP system 
platform

� Unifying operation data platform

Financial 
Managemen

t Reform

� Evolving  to value creation and decision-
making support

� Establishing financial service sharing 
center

� Developing customer-oriented financial 
management system
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�������� Broadband Olympics” Brings Golden 
Opportunities

� Olympics fiber network, Olympics VIP 
network

� The first ASON+MSTP-based Olympics 
intelligent fiber transmission network

� LAN�ÃMcWill wireless access�Ã
broadband access IC Card

Turn the Vision of 
“Broadband Olympics” 

� “Broadband Olympics China Tour”

� Olympics products release media 
conference

� Nationwide media coverage

� Olympics advertisement through 
diversified media

Higher speed and greater 
availability

More diversified Olympics 
content & applications

More innovative Olympics  
marketing

Better recognized brand 
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“Broadband Olympics” 
into Reality and 

Substantially 
Accelerate Strategic 

Transformation

� “CNC MAX” Olympics channel, 
Olympics yellow pages, Olympics
broadband content delivery

� Olympics City Express, Olympics 
Information Telephone Interaction, On-
line Printing, Portable numbers

� Promoting innovative businesses 

� Leveraging on Olympics tickets, 
licensed products

� Marketing with Olympics partners

� Creating higher speed access demand

� Olympics network monitoring, Olympics 
call centers

� Olympics fixed-line communication 
commanding system

� Olympics Admins, Olympics 
organizational management system

� “China Netcom Olympics service 
standards”

� Create high-quality service culture

� Raise Olympics service awareness

content & applications marketing

More enhanced capabilities of 
ICT solution provision

Higher standard of service 
quality
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Innovation and Faster Transformation into “Broadban d 
Communications & Multimedia Services Provider”

R
esidential

� Fixed-line voice
� Mobile voice
� Broadband 

access
� TV

B
roadband C

om
m

unications &
 

M
ultim

edia S
ervices P

rovider

Basic Services Multimedia Services

Home Box

Music

Video Phone
TV

B2CGames
News
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Large C
orporates 

&
 G

overnm
ent � Broadband 

access
� Circuits lease
� Voice services
� …

Basic Services ICT Services

B
roadband C

om
m

unications &
 

M
ultim

edia S
ervices P

rovider

Voice & 
Data

Web 
hosting

System 
Integration

Video 
monitoring

IT 
Outsourcin

g

Security & 
Certification

Video 
Conferenc

e

S
M

E

S
ophisticated

S
tandard

Government & 
Enterprises



Business and Financial Results

Mr. Li Fushen Chief Financial Officer
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(7,064)(263)332773
2,987

3,935

Revenue Breakdown

(in RMB millions)

Incremental Revenue Breakdown
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82,48881,788

�“�“�“�“ Innovative businesses Traditional Businesses

2006 2007

(1) Excluding revenue from Phone Navigation
(2) Including revenue from Phone Navigation, online advertising and yellow pages

Broadband &
Internet-related

ICT & Data
Communications

VAS(1) Advertising
& Media(2)

Interconnection
& others Voice
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Traditional Businesses Remained under 
Pressure

Revenue Local Access Subscribers
(in thousands)(in RMB millions)

39,969 33,659

10,314
9,560

50,283
43,219

2006 2007

86,656 84,631

27,316 26,189

110,820113,972

2006 2007
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Local Access ARPU
(RMB)

Volume

(in million pulses/minutes)

(1)

(1) Including local voice, long distance voice & VAS

2006 2007
Local Long distance

2006 2007
Fixed-line PHS

40.5 36.6

2006 2007

202,547

29,141

214,474

29,133

2006 2007
Local Long distance
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1,663

947

2006 2007

6,114
5,341

7.4%6.5%

2006 2007VAS revenue

VAS Services Maintained Favorable Growth

(1)

(in thousands)
(in RMB millions)

Revenue Key VAS Subscribers(1)
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5,322

1,062

2006 2007

28,137

15,758

2006 2007

2006 2007VAS revenue

VAS revenue/ total revenue

ARPU

(1) Excluding Phone Navigation revenue

(in thousands)

(in thousands)

(RMB)

4.5
3.9

2006 2007
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Subscribers

“Family 1+” Continues to Improve Customer 
Value

Positioning “Family 1+” as the brand 
“satisfying the need of residential customers 
for multimedia information services”

(in thousands)

1,116

8,378

2006 2007
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Subscribers Breakdown

“Home Box”

PC Mobile 
devices

TV Fixed 
phone

Voice

Video 
monitoring

Payment

Family 
entertainment

Games

Appliances 
intelligent

2006 2007

Others
1%

Fixed-line + 
Broadband 

52%
Fixed-line + PHS

40%

Fixed-line + Broadband + 
PHS
7%
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Operating Expenses

OPEX/Revenue

(in RMB millions)

16.3% 17.1%

5.2%2.3%

Others

64,643 66,739
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30.5% 30.9%

14.5% 14.8%

15.4% 12.9%

2006 2007

Network Operation &
Support Costs

SG&A

Staff Costs

Depreciation &
Amortization
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41,24442,058
10,57810,559

Operating Efficiency

EBITDA Consolidated Net Profit (1)

(in RMB millions) (in RMB millions)
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50.0%51.4%

2006 2007

12.9% 12.8%

2006 2007

EBITDA EBITDA Margin Consolidated 
Net Profit

Consolidated Net 
Profit Margin

�Ä1�ÅConsolidated net profit in 2006 included net profit from discontinued operation of RMB1,487 million, while the consolidated net profit in 2007 included net profit from discontinued 
operation of RMB 624 million
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Broadband & Data

PHS

CAPEX

Decreased CAPEX and More Effective CAPEX Structure

(in RMB millions)

24,560

20,684

RMB 316 million less 
than 2007 CAPEX 

guidance

19.3%
19,600
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2006 2007 2008E

PHS

Fixed-line

Support System

Transmission Network

Communications
Infrastructure & Others

11.3%

15.1%

7.0%

28.7%

18.6%

36.0%

3.5%
9.4%
7.6%

24.9%

18.6%

19,600
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Debt and Financial Cost

Financial CostTotal Debt & Debt-To-
Capital Ratio Total Debt/EBITDA

(in RMB millions) (in RMB millions)

3,767
79,154

1.9x
1.5x
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3,333

2006 2007

61,726

39.8%

47.3%

2006 2007 2006 2007
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Free Cash Flow and DPS

Free Cash Flow

� Proposed DPS of HK$0.592 for the year 2007

DPS

(in RMB millions)
11,775

(HK$/share)
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0.592
0.553

0.466

2005 2006 2007

7,490

2006 2007
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Appendix I: Selected Financial Data From 
Income Statement of Continuing Operations

2006(1) 2007(1)(in RMB Millions)

Revenue 84,194 84,005 81,788 82,488

Operating Expenses 64,643 66,739 64,643 66,739

Other Income (3) 621 1,221 621 1,221

2006(2) 2007(2)
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(1) Including upfront connection fees
(2) Excluding upfront connection fees
(3) Other income is the subsidy income the Company received arising from the reinvesting of the profit distributions received from a subsidiary in the PRC to that subsidiary 

Other Income (3) 621 1,221 621 1,221

Fixed Assets Revaluation (1,335) - (1,335) -

Financial Cost (3,767) (3,333) (3,767) (3,333)

Income Tax (3,727) (3,796) (3,727) (3,796)

Net Profit 11,478 11,471 9,072 9,954
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Appendix II: Selected Financial Data From 
Balance Sheet and Cash Flow

Balance Sheet Data Cash Flow Data for Continuing 
Operations

(in RMB Millions) 2006 2007

Total Assets 204,082 186,428

Including:

Cash 7,728 5,395

(in RMB Millions) 2006 2007

Net Cash Flow From 
Operating Activities

32,050 32,459

Net Cash Flow From 
Investing Activities

(24,051) (19,138)

Net Cash Flow From (6,477) (19,131)
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Total Liabilities 129,888 104,376

Including:

Bank Loan & Bond 71,314 53,597

Deferred Consideration 7,840 5,880

Deferred Revenue 13,931 11,417

Owner’s Equity 74,194 82,052

Net Cash Flow From 
Financing Activities

(6,477) (19,131)

Other Financials

Unused Bank’s Credit 
Facility

115,588 106,824
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Appendix III: Revenue Breakdown

2006 (1) 2007 (1)(in RMB Millions)

Local voice 39,969 33,659

Long distance 10,314 9,560

Value-added services 5,341 6,114

Broadband services 9,916 13,835
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Other Internet-related services 516 532

ICT Businesses 855 3,990

Business & data communication services 3,953 3,805

Interconnection fees 8,432 8,376

Other services 2,492 2,617

Including advertising &media business 48 380

Total 81,788 82,488

(1) Excluding upfront connection fees


