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Integration With 
Favorable Progress
Integration With 
Favorable Progress

Remarkable ResultsRemarkable Results

Acquisition Successfully
Completed
Acquisition Successfully
Completed

Successful Market Expansion Successful Market Expansion 

Highlights

Rapid growth in non-China Telecom 
businesses
Solidified leading market position

Sustained revenue and profit 
growth
Improved revenue structure

Established coordination mechanism 
to realize synergies
Flattened corporate hierarchy and 
optimized HR structure

Realized external growth 
opportunity
Demonstrated strong execution 
capability
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1H2006 1H2007 1H2006 1H2007

1 Net profit before revaluation deficit excludes the effects of deficit on revaluation of property, plant 
and equipment of RMB105 million in 2006.

(RMB’M)

1H2006 1H2007

Revenue

6,372

7,365

Sustained revenue and profit growth

Gross Profit

1H2006 1H2007

1,165
1,281

(RMB’M) Reported Before revaluation 
deficit1

(RMB’M)

Net Profit

194

374
299

374

Remarkable Results

15.6%

10.0%

92
.8

% 25.0%
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49.4%

12.0%

38.6%

49.9%

12.9%

37.2%

Business mix

45.6%

14.8%

36.2%

3.4%

Customer mix

1H2006

1H2007

1H2006

1H2007

51.4%

10.7%

34.2%

3.7%

Improved Revenue Structure

Government, 
Corporate & Other 
Customer

China Telecom
China Unicom
China Mobile

Telecommuncations Infrastructure (TIS) Services

Applications, Content and Other (ACO) Services
Business Process Outsourcing (BPO) Services
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Revenue from 
non-China Telecom customers

(RMB’M)

Established 
dedicated teams to 
serve key customers

Worked closely with 
telecom operators 
and equipment 
vendors to further 
develop market

28.9%

1H2006 1H2007

3,110

4,007

Successful Market Expansion

Higher revenue share from non-China Telecom customers
solidified our leading market position
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6 Provinces 
Integration

One CCS

13 Provinces 
Integration

1H2007 2H2007 2008 Afterwards

Integration with Favorable Progress

Enhanced risk management and improved 
IT system

Controlled head count and optimized HR structure

Set up internal coordination mechanism to 
strengthen business integration 

Established dedicated service teams to 
improve service quality

SY
N

ER
G

IE
S

Flattened corporate hierarchy to rationalize 
management process
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Acquisition completed on 31 
August 2007

Expanded business coverage 
and solidified our leading 
market position

Completion earlier than 
planned schedule, 
demonstrated strong execution 
capability of the management

Acquisition Successfully Completed

Realized external growth opportunity

Shanghai

Zhejiang
Hubei

Fujian

Guangdong

HainanPrimary service areas before acquisition

Other provinces within China Telecom Group

Northern 10 provinces

Newly acquired 13 Provincial assets and businesses

Xinjiang

Jiangxi

Anhui

Jiangsu

GuangxiYunnan

Chongqing

Sichuan

Shaanxi

Gansu

Qinghai

Guizhou

Hunan
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Huge market potential from 
rapid growth in macro 
economy and demand for 
informationalization
Organic growth opportunities 
from continuous CAPEX & 
OPEX growth in the industry 
Realized external growth 
opportunity through 
acquisition and lead to 
greater market potential

Huge market potential from 
rapid growth in macro 
economy and demand for 
informationalization
Organic growth opportunities 
from continuous CAPEX & 
OPEX growth in the industry 
Realized external growth 
opportunity through 
acquisition and lead to 
greater market potential

Successful integration of 
newly acquired subsidiaries 
to realize synergies

Continuous diversification 
of customer base

Exploration of external 
growth opportunities

Successful integration of 
newly acquired subsidiaries 
to realize synergies

Continuous diversification 
of customer base

Exploration of external 
growth opportunities

Opportunities Challenges

Opportunities & Challenges
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BUSINESS
R E V I E W
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(RMB’M) 1H2007 Change1H2006 Contribution to 
total revenue

1.8%20.1%129108Voice VAS

4.5%16.7%335287IT Applications
3.1%30.2%226173Internet Services

3.5%28.2%258201Others

7.7%14.6%571498Facility Management
12.9%23.3%948769ACO

15.6%

-3.7%
98.0%

11.5%
23.8%
15.4%
20.8%

16.9%

37.0%2,7222,358Construction

37.2%2,7402,458BPO

22.0%1,6191,682Distribution
7.5%550278Maintenance

100%7,3656,372Total

2.1%156126Supervision

10.8%799661Design
49.9%3,6773,145TIS 

Revenue Breakdown
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China Mobile

(RMB’M)

59.1%

1H2006 1H2007

685

1,090

China Telecom

2.9%

(RMB’M)

1H2006 1H2007

3,262 3,358

Government,
Corporate & 

Other Customers

(RMB’M)

China Unicom

(RMB’M)

2.9%

1H2006 1H2007

240 247

22.2%

1H2006 1H2007

2,185
2,670

Actively Developing Markets

Revenue from our customers
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1H2006 1H2007TIS BPO

6,372
532

282 179 7,365

ACO

+2.8pp+2.8pp+4.4pp+4.4pp+8.4pp+8.4pp Contribution to 15.6% revenue growth

Solidify leading 
market position in 
TIS

Enhance service 
capabilities in BPO

Accelerate the 
development of ACO 
businesses

Revenue Growth Drivers

16.9% 11.5% 23.3% 15.6%(RMB’M)
Revenue 
Growth
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Established dedicated 
teams to serve key 
customers

Seize opportunities from 
CAPEX increase of mobile 
operators

Increase efforts in 
developing mobile 
operators, government and 
corporate markets

3,145
138

364 30 3,677

20.8% 15.4% 23.8% 16.9%

1H2006 1H2007Design Construction Supervision

Solidify Leading Market Position in TIS

(RMB’M)
Revenue 
Growth Endeavor to expand 

market share
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1H2006 1H2007Maintenance Facility
Management

Distribution

Deepen the bundling 
services of construction and 
maintenance to improve 
customer loyalty

Capture opportunities from 
telecom operators’
transformation and 
outsourcing trend

Increase efforts in 
developing high-end 
maintenance and facility 
management businesses

Integrate distribution 
businesses

2,458

272
73 -63 2,740

98.0% 14.6% -3.7% 11.5%(RMB’M)
Revenue 
Growth

Enhance Service Capabilities in BPO
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1H2006 1H2007IT
Applications

Internet
Services

Voice 
VAS

Others

Cooperate with telecom 
operators by sharing 
resources and experience

Cross-regional replication 
of successful products and 
increase efforts in 
developing government 
and corporate markets

Accelerate the Development of ACO 
Businesses

769

52
22

57 948

30.2% 20.1% 28.2% 23.3%
Revenue 
Growth

(RMB’M)

48

16.7%
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SU
STA

IN
A

B
ILITY

SU
STA

IN
A

B
ILITY

Enhance internal integration to 
realize synergies

Strengthen “service neutral” position 
to expand market share

Enhance one-stop service capabilities 
and service quality

Explore external growth opportunities

Sustainable Corporate Development
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FINANCIAL
R E S U L T S
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(RMB’M) 1H2007 Change1H2006 % of revenue

1 Net profit before revaluation deficit excludes the effects of deficit on revaluation of 
property, plant and equipment of RMB105 million in 2006.

N.A.40.8%0.0690.049EPS (RMB)

Revenue 6,372 7,365 15.6% 100%
Cost of revenue 5,207 6,084 16.8% 82.6%

Direct personnel 1,121 1,312 17.0% 17.8%
Subcontracting 1,163 1,485 27.6% 20.2%
Materials 2,170 2,384 9.9% 32.4%

D&A 119 124 3.5% 1.7%

Others 634 780 23.1% 10.6%

Gross profit 1,165 1,281 10.0% 17.4%
SG&A 791 821 3.7% 11.1%

Net profit (reported) 194 374 92.8% 5.1%
Net profit (before reval1) 299 374 25.0% 5.1%

CAPEX 474 139 -70.6% 1.9%

Financial Performance
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Net profit margin1Gross profit margin

-0.9pp

17.4%

18.3%

1H2006 1H2007

1  Net profit margin excludes the effects of deficit on revaluation of property, plant and equipment of RMB105 million in 2006.

Relatively Stable Profitability

+0.4pp 5.1％％％％4.7%

1H2006 1H2007
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12.5%

1H2006 1H2007

Staff costs in SG&A
Direct personnel

1,121
1,312

456 463

1,577
1,775

17.0%

1.5%

24.8%
24.1%

1H2006 1H2007
Total personnel costs as a % of total revenue

Increased by 12.5%, 
lower than revenue 
growth by  3.1 
percentage points

YoY decrease of 
0.7 percentage 
points as % of 
revenue

(RMB’M)

Effective Personnel Cost Control

Total personnel costs: 

-0.7pp
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52.3% 52.5%

1H20071H2006

2,170
2,384

1,163
1,485

3,334

3,869

as a % of total revenue

34.1% 32.4%

18.3%
20.2%

(RMB’M)

Total Material & 
Subcontracting Costs

(RMB’M) (RMB’M)

Subcontracting 
Costs

1H20071H2006 1H20071H2006

Costs in Line with Business 
Development

-1.7pp

+1.9pp

+0.2pp

27.6%

16.1%

9.9%

Material 
Costs
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Sufficient funding 
provides strong 
foundation for 
acquisition and 
business development

Rationalized capital 
structure after 
acquisition

Continue to enhance 
working capital 
management (e.g. 
account receivable) to 
improve FCF

1H20071H2006

Financial Position

(RMB’M)

1.2%7.9%Debt to capitalization ratio

Cash & cash
equivalents 2,445 6,926

Net assets 5,042 9,449

Total debts 431 113

Total liabilities 5,663 6,241

Total liabilities/
Total assets

52.9% 39.8%

Account receivable 
turnover days 101 103

Free cash flows -1,254 -540
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Enterprise 
Value

Continue to enhance 
working capital 
management to 
improve FCF

Continue to enhance 
working capital 
management to 
improve FCF

Strengthen financial 
risk management and 
enhance corporate 
governance

Strengthen financial 
risk management and 
enhance corporate 
governance

Utilize diversified 
financial instruments 
to optimize capital 
structure

Utilize diversified 
financial instruments 
to optimize capital 
structure

Optimize budget and 
control system and 
enhance resource 
allocation efficiency

Optimize budget and 
control system and 
enhance resource 
allocation efficiency

Strengthening Financial Management
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Forward-Looking Statements

This presentation and the presentation materials distributed herewith include 
"forward-looking statements".  All statements, other than statements of historical 
facts, that address activities, events or developments that China Communications 
Services Corporation Limited ("China Communications Services") expects or 
anticipates will or may occur in the future (including but not limited to projections, 
targets, estimates and business plans) are forward-looking statements.  China 
Communications Services' actual results or developments in the futures, including 
those of the businesses that China Communications Services may acquire, may 
differ materially from those indicated by these forward-looking statements as a 
result of various factors and uncertainties, including but not limited to the level of 
demand for telecommunications services; competitive forces in more liberalized 
markets; the effects of tariff reduction initiatives; changes in the regulatory 
policies and other risks and factors beyond China Communications Services’
control.  In addition, China Communications Services makes the forward-looking 
statements referred to herein as of today and undertakes no obligation to update 
these statements.

Forward-looking Statements


