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* * * *

Sustained Rapid Growth in Overall Results
Achieved Continuous Enhancement in Operating Efficiency

HIGHLIGHTS:

- Overall operating results continued to grow rapidly, with accelerated growth in total
revenues and net profit, and significant increase in free cash flow.

e Total revenues were RMB42,176 million, up by 12.3%.

*  Profit attributable to equity shareholders of the Company was RMB1,386
million, up by 9.1%.

*  Free cash flow was RMB2,385 million, representing a significant increase as
compared with the amount of RMB151 million in the same period last year.

- Gross profit margin and net profit margin were 12.8% and 3.3%, respectively.

Financial Highlights (unaudited)

For the six months ended 30 June 2015 2016 Change
Revenues (RMB million) 37,563 42,176 +12.3%
Gross Profit (RMB million) 5,176 5,392 +4.2%
Gross Profit Margin (%) 13.8% 12.8% -1.0pp
Profit Attributable to Equity Shareholders 1,271 1,386 +9.1%
(“Net Profit”) (RMB million)

Net Profit Margin (%) 3.4% 3.3% -0.1pp
Free Cash Flow (RMB million) 151 2,385 +1,479.5%
Basic Earnings per Share (RMB) 0.184 0.200 +9.1%
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(Hong Kong, 25 August 2016) — China Communications Services Corporation Limited
(““China Comservice” or the “Company”), and its subsidiaries (the “Group”) (HKSE code:
552), today announced its unaudited interim results for the six months ended 30 June 2016.

During the first half of 2016, the Group sustained sound growth momentum in the
domestic telecommunications operator market, achieved breakthroughs in the domestic
non-operator market and resumed growth in the overseas market. As a result, the Group
achieved total revenues of RMB42,176 million, representing a year-on-year growth of
12.3%. The cost of revenues was RMB36,784 million, up by 13.6% compared to that of
last year. As a result of the decrease in service charges and increase in labour-related cost,
the gross profit was RMB5,392 million, representing a year-on-year increase of 4.2%,
while the gross profit margin was 12.8%, representing a year-on-year decrease of 1
percentage point. The Group’s continuous control in selling, general and administrative
expenses was effective and such expenses were RMB4,137 million, accounting for 9.8% of
the total revenues and representing a year-on-year decrease of 0.7 percentage point. Profit
attributable to the equity shareholders of the Company was RMB1,386 million,
representing a year-on-year growth of 9.1%, with a noticeable increase in the growth rate
as compared with the same period last year®. The net profit margin was 3.3%, remained at
a similar level as compared to the corresponding period last year, and the basic earnings
per share amounted to RMB0.200. The Group adhered to the “value-driven” appraisal
principle and delivered remarkable results in the management of working capital. As a
result, turnover days of accounts receivable were 124 days, achieving a year-on-year
decrease of 16 days. Free cash flow? amounted to RMB2,385 million, representing a
significant growth as compared to the corresponding period last year®.

Mr. Sun Kangmin, Chairman of China Comservice commented, “During the first half of
2016, the Group upheld the management philosophy of ‘innovation and transformation,
seeking steady yet progressive growth and efficient development’. Against the backdrop of
the macro-economic downturn and the decrease in service charges, the Group endured the
unfavourable impact and captured opportunities in the domestic telecommunications
operator market whilst persisting in the development of the ‘“Two New Markets*4, resulting
in an accelerated growth in revenue and net profit. The quality of our business
development continued to improve as reflected in the continuous optimization in revenue
structure of business and customer, decrease in accounts receivable turnover days and
remarkable increase in free cash flow. Meanwhile, the Group enhanced corporate vitality
through steady promotion of deepened reforms and active innovation of its system and

L In the first half of 2015, profit attributable to the equity shareholders of the Company recorded a year-on-year growth
of 2.7%.
2 Free cash flow = Profit for the year + Depreciation and amortization — Changes in working capital — Capital
expenditure
3 In the first half of 2015, the Group’s free cash flow was RMB151 million.
4 Two New Markets refer to domestic non-operator market and overseas market.
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mechanism, thus creating favourable conditions for future development.”

Enhancement in Development Quality

During the first half of 2016, the Group’s telecommunications infrastructure (“TIS”)
services was the main driver to the growth of its operating results. Coupled with the
healthy growth of both the “core businesses™ of business process outsourcing (“BPO”)
services and the applications, content and other (“ACO”) services, as well as the effective
management of the products distribution business®, the Group continued to optimize its
overall revenue structure.

While capturing the opportunities arising from the 4G construction and capacity expansion
of fiber optic broadband of domestic telecommunications operators and the enlarged
construction scale of the Tower Company’, the group also vigorously explored the demand
for construction of informatization projects from domestic non-operator customers and
overseas customers. Revenue from TIS services amounted to RMB21,687 million,
representing a year-on-year growth of 20.3% and accounting for 51.4% of the total
revenues. Among that, the revenue of TIS services from domestic telecommunications
operators and overseas customers recorded a year-on-year growth of 13.9% and 21.0%,
respectively, whereas the revenue of TIS services from domestic non-operator customers
achieved a significant growth of 53.2% compared to the previous year.

Revenue from BPO services amounted to RMB16,144 million, representing a year-on-year
growth of 0.6% and accounting for 38.3% of the total revenues. Among that, revenue from
management of infrastructure for information technology (“Network Maintenance”)
secured a rapid year-on-year growth of 14.2%. After integration and cultivation, the
group’s supply chain business® grew favourably and recorded a year-on-year revenue
growth of 23.9%, whereas revenue from products distribution business decreased
significantly by 20.2% under the proactive control of the Group.

The Group grasped the demand for informatization construction of the customers, and
revenue from ACO services amounted to RMB4,345 million, representing a year-on-year
growth of 24.5%, representing a significant increase in the growth rate as compared with
the same period last year® and accounting for 10.3% of the total revenues.

5 Core businesses of BPO services include management of infrastructure for information technology, general facilities
management and supply chain.

6 Since 2016, the Group sub-divided the former distribution business under the BPO services into supply chain business
and products distribution business. For ease of comparison, the historical data of these two businesses have been

segregated accordingly.
7 The full name of the Tower Company is China Tower Corporation Limited.
8 In the first half of 2015, revenue from ACO services recorded a year-on-year growth of 3.3%.
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Achieved Remarkable Results in Customer Development

During the first half of 2016, the Group leveraged on both “CAPEX and OPEX-driven”
businesses® as the dual growth drivers to accelerate the development of domestic
telecommunications operator market, and recorded a steady increase in its overall market
share. Revenue from such market amounted to RMB27,240 million, representing a
year-on-year growth of 14.4% and accounting for 64.6% of the total revenues. Among that,
revenue from China Telecom was RMB16,435 million, representing a year-on-year growth
of 3.7% and accounting for 39.0% of the total revenues. Besides, the Group thoroughly
expanded the domestic telecommunications operator market other than China Telecom by
strengthening high-end marketing, capturing good opportunities arising from the strategic
cooperation between China Telecom and China Unicom and capitalizing on the
preferential treatment and non-competition arrangements with the Tower Company. As a
result, revenue from domestic telecommunications operator customers other than China
Telecom amounted to RMB10,805 million, representing a significant increase of 35.9% as
compared with the same period last year, and accounting for 25.6% of the total revenues,
an increase of 4.4 percentage points compared to that of last year. Among that, revenue
from the Tower Company achieved the fastest year-on-year growth and was the biggest
contributor to incremental revenue among the domestic telecommunications operators.
Revenue from China Unicom also recorded a significant growth over the same period last
year.

During the first half of 2016, the Group’s revenue from the domestic non-operator market
was RMB12,784 million, representing a year-on-year increase of 5.0% and accounting for
30.3% of the total revenues. In particular, revenue from TIS services and ACO services
recorded a year-on-year increase of 53.2% and 22.6%, respectively, constituting the main
revenue growth drivers for the domestic non-operator market. With a focus on key sectors
including government, energy, transportation and internet, the Group continued to achieve
breakthroughs in construction for data centre, low voltage communication projects and
urban communication pipelines relocation, and the internal synergistic development and
promotion of the six major group-level products® also achieved substantial progress. The
Group adhered to its “value-driven” development philosophy and enhanced its risk
awareness amid the current economic conditions, and exercised more stringent selection
and control on the expansion of products distribution business during the first half of this
year. Revenue from such business in the domestic non-operator market recorded a
year-on-year decrease of 31.8%.

9 CAPEX and OPEX refer to the capital expenditure and operating expenditure of domestic telecommunications
operators, respectively.
10 Six major group-level products include smart city, smart security, smart industrial park, intelligent building, cloud

computing services and e-certification.
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During the first half of 2016, the overseas business of the Group resumed steady
development and realized a revenue of RMB2,152 million, representing a year-on-year
increase of 35.9% and accounting for 5.1% of the total revenues, which reversed the
downward trend of revenue in the last two years. The group closely followed the national
“Belt and Road” Initiative and the “10 Major Plans of Sino-African Cooperation”, and
proactively promoted its “China-Africa Partnership Program in Trans Africa Information
Superhighway” Project, which has been identified as a key project of the relevant ministry
of the PRC government in 2016. In addition, the Group has entered into a letter of intent
for multilateral cooperation with domestic financial institutions, equipment vendors and
the governments and operators of African countries for such project. During the first half
of this year, the Group has been steadily pushing forward the implementation of turnkey
projects such as national fiber cable backbone network project (Phase I1l) in Tanzania and
proactively utilizing financial instruments such as accounts receivable factoring to
facilitate the settlement of overseas projects and avoid operational risks.

Prospects

Mr. Sun Kangmin, Chairman of China Comservice said, “Although the Group achieved
encouraging operating results during the first half of 2016, the Group is clearly aware that
the Company is still confronted with challenges amid the bumpy recovery in global
economy and the “New Normal” of China’s economy. Under such circumstances, the
Company must stay vigilant and make innovative breakthroughs for long-term and
sustainable development.

By capturing the opportunities arising from various national strategies such as
“Cyberpower”, “Broadband China” and “Internet+”, the Group will focus on the
development of both “CAPEX and OPEX driven” businesses in the domestic
telecommunications operator market and pursue revenue growth from businesses driven by
OPEX spending of operators. Leveraging on the opportunities arising from strategic
cooperation between China Telecom and China Unicom as well as the preferential
treatment and non-competition arrangements between the Group and the Tower Company,
the Group will strive to further enlarge our market share and maintain our leading position
in the domestic telecommunications operator market. Benefited from the favourable
opportunities arising from the vigorous promotion of the national policies of “Supply-side
Structural Reform”, “SOE Reform”, “Made in China 2025” and development of
information economics, the Group will focus on the informatization demand from
customers in sectors including government, energy, transportation and information security,
and continue to expand the Group’s business scale in the domestic non-operator market.
The Group will also continue to promote group-level products such as “Smart City”,
“Smart Security”, “Smart Industrial Park” and “Intelligent Building”, and accelerate the
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development of new products to further enhance its business value. Meanwhile, the Group
will closely monitor the implementation of the “Belt and Road” Initiative and the overseas
informatization demand. By leveraging the opportunities arising from the Group’s
“China-Africa Partnership Program in Trans Africa Information Superhighway” Project,
the favourable conditions in its overseas synergistic operation and aiming at breakthrough
in “EPC+” projects, the Group will focus on project implementation, with a view to
expanding our business scale in overseas market. Meanwhile, the Group will vigorously
develop cross-sector business according to different characteristics of the three key
business segments and the changes in market demand. The Group will also strengthen
business innovation and actively promote innovations in service, product and management,
so as to enhance its core competence and provide better support for integrated intelligent
information service in the future as well as creating higher returns for shareholders through
better quality of development.”

—End -
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About China Comservice

China Comservice is a leading service provider in the PRC for integrated support services in the
informatization sector. The Company offers telecommunications infrastructure services spanning
from design, construction to project supervision and management; business process outsourcing
services spanning from management of infrastructure for information technologies, general
facilities management, supply chain and products distribution business; applications, content and
other services spanning from system integration, software development and system support to
value-added service, etc. The Company’s major customers include three domestic
telecommunications operators and the Tower Company, domestic non-operator customers including
government agencies, industrial customers and small and medium-sized enterprises, as well as
overseas customers. Its controlling shareholder is China Telecommunications Corporation, and
besides, China Mobile Communications Corporation, China United Network Communications
Group Company Limited and China National Postal and Telecommunications Appliances
Corporation are also shareholders of the Company.

In 2016, the Company was honored the “Best CEO” Award and again awarded “Best CFO” and
“Best Investor Relations” in the 6" Asian Excellence Recognition Awards by Corporate
Governance Asia, a renowned journal on corporate governance in Asia. The Group was ranked 71%
by FORTUNE China in its “2016 FORTUNE China 500”.

For further information, please browse the Company’s website at: www.chinaccs.com.hk

For press enquiries:

China Communications Services Corporation Limited
Investor Relations Department

Mr. Terence Chung

Ms. Callis Cheng

Tel: (852) 3699 0000

Fax: (852) 3699 0120

Email: ir@chinaccs.com.hk

Forward-looking statements

This press release contains forward-looking statements and information relating to us and our
operations and prospects that are based on current beliefs and assumptions as well as information
currently available to us. The words “anticipate”, “believe”, “estimate”, “expect”, “plans”,
“prospects”, “going forward” and similar expressions, as they relate to us or our business, are
intended to identify forward-looking statements. Such statements reflect our current views with
respect to future events and are subject to risks, uncertainties and various assumptions. Should one
or more of these risks or uncertainties materialize, or should any of the underlying assumptions
prove incorrect, actual results may diverge significantly from the forward-looking statement. We do
not intend to update these forward-looking statements other than our on-going disclosure
obligations pursuant to the Hong Kong Listing Rules or other requirements of the Hong Kong
Stock Exchange.
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