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2012 2013 2014
    
Operating revenues (RMB millions) 283,176 321,584 324,394    
EBITDA1 (RMB millions) 70,874 96,551 94,853    
EBITDA margin2 28.0% 34.6% 33.0%    
Net profit3 (RMB millions) 14,949 17,545 17,680    
Capital expenditure (RMB millions) 53,748 79,992 76,889    
Total debt/Equity4 37.6% 39.7% 36.8%    
Earnings per share (RMB) 0.1847 0.2168 0.2185    
Dividend per share (HK$) 0.085 0.095 0.095    
Net asset value per share4 (RMB) 3.276 3.432 3.573    

1 EBITDA was calculated based on operating revenues minus operating expenses plus depreciation and amortisation.
2 EBITDA margin was calculated based on EBITDA divided by service revenues.
3 Net profit represented profit attributable to equity holders of the Company.
4 Equity and net asset value represented equity attributable to equity holders of the Company.

For further information, 
please browse our website at 
www.chinatelecom-h.com
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2014 MILESTONES
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January
• China Telecom commenced 

mobile telecommunications 
services in Antarctica, 
becoming the first operator in 
the country providing mobile 
telecommunications services 
in Antarctica

December
• China Telecom ranked first 

in the industry in terms 
of growth rate of service 
revenues

• China Telecom proactively 
launched the resale of mobile 
services (MVNO) 
and partnered 
with 26 resellers 
in the year, 
effectively promoting business 
innovation and strengthening 
market expansion capabilities

June
• With the implementation 

of the pilot programme 
of replacing business 
tax with VAT in the 
telecommunications industry, 
China Telecom tackled in full 
strengths to ensure a smooth 
transition of the tax reform

July
• China Telecom commenced 

the efficiently-centralised 
operation of 4G business in 

hybrid network trial 
cities and launched 
brand new package 
plans. The number 
of trial cities for the 

hybrid network reached 56 by 
the end of the year

• China Telecom launched the 
brand new “Smart Families” 
product “Joy me”, providing 
family informatisation services 
comprising terminals, network 
and applications all together

• Establishing the Tower 
Company with China 
Mobile and China Unicom 
to promote the joint 
construction and sharing 
of telecommunications 
infrastructure facilities

August
• As the exclusive 

telecommunications partner 
of the Nanjing 
Youth Olympics, 
China Telecom 
leveraged the 4G 
hybrid network 
edges of in-
depth coverage 
and synergistic development, 
providing all-round 
telecommunications 
assurance services

• China Telecom fully 
devoted to restore 
telecommunications services 
and accomplished the rescue 
mission successfully in the 
areas affected by the 6.5 
magnitude earthquake in 
Ludian, Yunnan 
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    We always believe everyone has a dream of having     We always believe everyone has a dream of having 
their own stage to perform on and shine. In the past their own stage to perform on and shine. In the past 
two years, we vigorously sub-divided our performance two years, we vigorously sub-divided our performance 
evaluation units of operation, coupled with ancillary evaluation units of operation, coupled with ancillary 
individual performance contracts and service support individual performance contracts and service support 
system. I am so pleased to see the standing out of tens system. I am so pleased to see the standing out of tens 
of thousands of “unit CEOs”. Their passion and full of thousands of “unit CEOs”. Their passion and full 
dedication on chasing their dreams have fuelled China dedication on chasing their dreams have fuelled China 
Telecom of 100 years’ legacy with vibrancy and vigor. Telecom of 100 years’ legacy with vibrancy and vigor. 
I strongly believe that our “unit CEOs” will build a I strongly believe that our “unit CEOs” will build a 
more promising future for our Company as they strive to more promising future for our Company as they strive to 
realize their potential and personal value!realize their potential and personal value!，，

，，
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In 2014, in the face of a number of prominent changes 
in the external environment, the Company rose to the 
challenges. While persisting in our established strategic 
direction, we proactively and flexibly adjusted our 
operation plans. We accelerated the transformation of 
our development model, achieving a stable growth in 
our operating results. By seizing the 4G development 
opportunities, the Company advanced the sound 
development of its 4G service in 56 trial cities with 
the strength of its hybrid network. The Company 
pragmatically promoted its comprehensive deepening 
reform to further liberate its productivity and continually 
generate development vitality. The Company proactively 
promoted an Internet-oriented transformation and 
accelerated the upgrade of its fundamental services 
and the “market-driven” development of its emerging 
businesses. The Company persisted in reform and 
innovation and strengthened open cooperation, 
enhancing its quality and efficiency. Moreover, we 
participated in the investment and establishment of 
the Tower Company and recently we were granted the 
4G (LTE FDD) licence, which brought us brand new 
opportunities for our development.

Operating Results

In 2014, the Company accelerated its reform and 
transformation. Despite the impact of the value-added 
tax (VAT) reform and the geographical limitations on 
the trial of its 4G hybrid network, the Company still 
managed to achieve a stable growth in its revenue and 
profit. Operating revenues amounted to RMB324.4 
billion, representing an increase of 0.9% over last year. 
Service revenues1 amounted to RMB287.4 billion, 
representing an increase of 3% over last year, ranking 
first in the industry for the first time in respect of the 
growth rate of the revenues since the restructuring of 
the telecommunications industry in 2008. Emerging 
businesses accounted for 29% of service revenues, 
representing an increase of 5 percentage points over 
last year. Our business structure continued to be 
fast optimised. EBITDA2 was RMB94.9 billion, while 
EBITDA margin3 was 33%. Profit attributable to the 
equity holders of the Company was RMB17.7 billion, 
representing an increase of 0.8% over last year. Basic 
earnings per share were RMB0.22. Capital expenditure 
was RMB76.9 billion while free cash flow4 was 
RMB12.5 billion.

1 Service revenues were calculated based on operating 
revenues minus sales of mobile terminals, sales of wireline 
equipment and other non-service revenues.

2 EBITDA was calculated based on operating revenues 
minus operating expenses plus depreciation and 
amortisation.

3 EBITDA margin was calculated based on EBITDA divided 
by service revenues.

4 Free cash flow was calculated from EBITDA minus capital 
expenditure and income tax.



CHINA TELECOM CORPORATION LIMITED ANNUAL REPORT 2014 19

CHAIRMAN’S STATEMENT

GROWTH RATE OF 
    SERVICE REVENUES 

in the industry

The pilot programme of VAT reform commenced 
in the telecommunications industry in June 2014. 
Although it has an adverse impact on the Company 
in the short term, we expect that it will be beneficial 
for the sustainable development of the Company in 
the long term. The Company strived to optimise its 
development and sales models, implemented enhanced 
management over cost, procurement and vendors’ tax 
qualifications. The relevant adverse impact has been 
moderated. In the future, with the continual expansion 
of the VAT reform to other industries, it is expected that 
the Company will be entitled to more input VAT credits. 
Together with the continuously optimising revenue 
structure of the Company, it will be beneficial for the 
enhancement of its profitability in the long term.

Taking into account the return to shareholders, the 
Company’s profitability, free cash flow and capital 
requirements for its future development, the Board 
of Directors has decided to recommend at the 

forthcoming shareholders’ general meeting that a 
dividend equivalent to HK$0.095 per share be declared 
for the year 2014, maintaining the same level of 
dividends as last year. Going forward, the Company will 
strive to enhance its profit while paving the way for an 
increase in future dividends.

Rising to the challenges and persisting in 
innovation to achieve stable growth

Accelerating transformation and upgrade of 
fundamental services

In 2014, the Company efficiently leveraged the synergy 
of the networks and target markets between 4G 
and 3G, with the splendid launch of 4G driving the 
sustainable development of its mobile services. With 
a focus on cities with high data traffic, the Company 
accelerated the establishment of 4G network and 
continued to strengthen the advantage of its network 
quality. The Company actively nurtured the 4G terminal 
value chain and introduced fashionable brands, 
resulting in a continual increase in the varieties of 
terminals. With the introduction of innovative products 
such as customised service plans and dual-number 
sim cards, and the enhanced package design of 
low-entry barrier, heavy data, sharable and do-it-
yourself plans, customer experience was continuously 
enhanced. Our efficiently-centralised 4G operations 
further accelerated the pace of market responses and 
became an important milestone in the transformation of 
the operating model of mobile services. Mobile service 
revenues reached RMB120.3 billion for the year, 
representing an increase of 6% over last year, ranking 
first in the industry. Amid intensified market competition 
driven by the launch of 4G services and strengthened 
marketing promotions by the peers, the Company 
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recorded a stable subscriber base of 186 million, with 
a net addition of 40,000 subscribers. Among these 
subscribers, the net increase of 3G/4G subscribers 
was approximately 15.52 million, achieving a subscriber 
base of 119 million and representing 64% of its total 
mobile subscribers. The subscriber structure was 
further optimised.

In 2014, along with the increasingly intensified 
competition in the wireline broadband market, the 
Company accelerated its innovation and transformed its 
business development model to continuously explore 
new business growth drivers. By continually leveraging 
the strength of its fibre network, the Company 
promoted comprehensive bandwidth upgrades for 
subscribers, with 50Mbps and 100Mbps bandwidth 
as its mainstream products and will also accelerate the 
promotion of end-to-end bandwidth speed upgrade, 
creating a comparative advantage throughout the 
entire network. The Company leveraged the integrated 
product, “Joy me”, to create “Smart Family” portals, 
embodying smart terminals and applications to achieve 
an evolutionary upgrade from a single-function service 
to an all-in-one integrated product. The Company also 
launched standardised fast selling products such as 
“Speedy Connect” cards and prepaid cards to achieve 
the open channel sales of broadband services. Wireline 
broadband revenues amounted to RMB73.5 billion 
for the year, representing an increase of 4% over last 
year. The number of wireline broadband subscribers 
reached 107 million, representing a net increase of 6.85 
million. Among these subscribers, Fibre-to-the-Home 
(FTTH) subscribers reached 42.61 million, accounting 
for approximately 40% of the total wireline broadband 
subscribers, representing an increase of 13 percentage 
points over last year.

Achieving significant breakthroughs in emerging 
businesses

The innovative business model of data traffic operations 
continued to enhance the value of data traffic. The 
Company continually expanded its scale of data traffic 
by optimising the sales and marketing model with an 
emphasis on management of data traffic value and 
the sharing of resources with mainstream Internet 
companies. Leveraging its integrated platform, the 
Company launched innovative data traffic backward 
monetisation products such as “Data Traffic 800” and 
“Liuliangbao”, which established a data traffic resource 
exchange platform to further enrich the product mode 
and transaction method of data traffic products. 
To satisfy the personalised demands of users, the 
Company launched 4G dedicated-data traffic products 
focusing on videos, music and games, by deepening 
the optimisation of its intelligent pipelines and enhancing 
the core capabilities of its data traffic operations such 
as specific data identification. Mobile handset Internet 
access revenues amounted to RMB34.1 billion for the 
year, representing an increase of nearly 50% over last 
year. Aggregate 3G/4G handset Internet data traffic 
increased by 56% over last year, and the monthly 
average data traffic per 3G/4G handset subscriber 
reached 227MB, representing an increase of 19% over 
last year. The 3G/4G handset internet access ARPU 
accounted for 40% of the 3G/4G handset ARPU.
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The Company continually enhanced the Internet 
application development model which comprised of 
portals, content and capabilities. Fully leveraging the 
data-attracting feature of portal-type applications to 
accelerate scale expansion, YiChat has become an 
important portal of mobile Internet services for the 
Company, creating a new independently operating 
model for the Company’s Internet businesses. The 
rapidly growing “Best Pay” business became the most 
extensively covered daily-life payment platform in the 
country. The Company also leveraged products such 
as “Tianyibao” and “e-Surfing Credit” to promote 
the exploration of the Internet finance market and 
continually expanded its business scope. In 2014, the 
number of “Best Pay” users exceeded 100 million, 
ranking in the top five in the industry with a gross 
merchandise value exceeding RMB350 billion for 
the year, representing an increase of 1.6 times over 
last year. Relying on the integrated platform for the 
convergence of various quality application developers 
and Internet companies, the Company served as a 
linking bridge among developers, enterprises and 
subscribers by providing a vertically integrated service 
of network, capabilities and applications to build a new 
ecosystem for the mobile Internet business.

The Company focused on informatisation applications 
to further enhance its competitive strength in the 
Information and Communications Technology 
(ICT) services. Led by the “Smart Cities” project, 
the Company fully leveraged the advantage of its 
longstanding cooperation with the government 
and enterprises and continued to strengthen the 
informatisation development in areas such as urban 
safety, transportation and government administrative 
services. The Company also accelerated the promotion 
of scale replication of benchmarking industry 
applications, and achieved significant breakthroughs 
in targeted markets such as campuses, business 
customers and the rural market. The Company 
promoted the efficiently-centralised management and 
operation of the Internet Data Centre (IDC) business 
and the cloud computing services to reduce costs and 
enhance efficiency. The Company also accelerated the 
data aggregation and resource integration of Big Data 
across the whole network. It also rapidly promoted the 
transformation of its own data capabilities into products 
and established the China Big Data Union together with 
44 enterprises. In 2014, the Company’s revenues from 
ICT services amounted to RMB23.9 billion, representing 
an increase of 18% over last year.

revenues

EMERGING 
BUSINESS
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Fully deepening strategic transformation to 
develop differentiated edges

Solid progress in comprehensive deepening 
reform

In the area of fundamental services, the Company fully 
promoted the sub-division of performance evaluation 
units and commenced authorities delegation operations 
with performance contracts. Through delegating 
operation authorities and delineating clearly on 
responsibilities, authorities and interests, the Company 
continually enhanced the autonomy of frontline staff in 
operations to stimulate their vitality. By trial-running the 
“top down” service support system and implementing 
the cross-profession collaborative operations, the 
Company enhanced the speed of market responses 
and improved the efficiency of resource allocation, 
creating a flatter and highly efficient operating system. 
In the area of emerging services, the Company 
respected the mobile Internet development pattern 
and established segregated zones for innovations. In 
accordance with the principle of relatively segregating 
from fundamental services, the Company continued 
to improve its market-driven talent management 
mechanism, Internet-oriented resource allocation and 
financial management mechanism. To facilitate the 
rapid growth of emerging businesses, the Company 
strengthened its efficiently-centralised operations and 
established as well as enhanced its internal competition 
mechanism.

Fully commencing the Internet-oriented 
transformation

Leveraging its existing advantages, the Company further 
enhanced its market competitiveness through Internet-
oriented operations. The Company coordinated its 
leading resources in an extensive efficiently-centralised 
manner and promptly launched differentiated products 
such as “cloud dam” (Distributed Denial of Service 
(DDoS) protection product) and security handsets. Fully 
leveraging Yichat, Wechat and other new mobile social 
media, the Company adopted new marketing initiatives 
such as event marketing and experience marketing 
to accelerate the transformation towards Internet-
oriented marketing. By strengthening the efficiently-
centralised e-channels and vigorously promoting 
the cooperation between online stores and social 
e-commerce merchants, the Company achieved a 
unified national operation of online stores in 2014, with 
online sales in 4G services amounting to 11%. With a 
view to promoting the Internet-oriented transformation 
of customer services, the Company made extensive use 
of new media for customer services such as Weibo and 
Wechat to promote online services, resulting in cost 
reduction and efficiency enhancement.

cooperate
with 

ENTERPRISES  
to form 
   CHINA BIG DATA 
          UNION
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Open cooperation to strengthen competitive 
advantages of the ecosystem

Persisting in strengthening open cooperation, 
the Company created competitive advantages of 
the ecosystem. Through extensive collaboration 
with upstream and downstream partners along 
the value chain, including chipsets, terminals and 
Internet applications, the Company aggregated the 
strength of each party in all aspects to enhance its 
competitiveness. By vigorously promoting cooperation 
with open channels to accelerate the penetration of 
channels, the Company continually enhanced its market 
presence in rural areas and campuses and increased its 
market share of terminal sales through open channels. 
To foster the development of its wireline broadband 
services, the Company tried to introduce private capital 
and a more flexible mechanism in the construction of 
its local access network. The Company proactively 
launched the resale of mobile services (MVNO) and 
partnered with 26 resellers throughout the year. By 
taking the advantage of the resellers’ competitive edges 
in areas such as business, services, channels and 
innovation, the Company further enhanced its network 
resource utilisation rate and investment return. Through 
the investment in establishing the Tower Company, the 
Company promoted the joint construction and sharing 
of telecommunications infrastructure facilities, with a 
view to further increasing its operating efficiency and 
corporate value.

Quality and efficiency enhancement to strengthen 
highly efficient operations

The Company continued to deepen its precision 
management, strengthen the overall coordination 
and optimal allocation of existing resources to further 
enhance the Company’s operating efficiency and 
return. By optimising its sales and marketing model and 
enhancing its efficient use of marketing resources, in 
2014, the Company reduced its sales and marketing 
expenses by more than RMB7 billion when compared 
to the previous year. By fully implementing the O2O 
collaborative operations, the Company conducted 
efficiently-centralised promotions of its online platform 
to strengthen the aggregation of customer flow, while, 
on the other hand, consolidating physical stores 
to enhance overall effectiveness. The Company 
continued to optimise its network deployment and 
resource allocation, and carried out cross-regional 
resource re-allocation to activate existing network 
assets, and thereby further promoting investment 
return and network resource utilisation. The Company 
also accelerated its reform in IT support, continued 
optimising the procurement process, and set up a 
VAT system to achieve a smooth transition upon the 
implementation of the VAT reform.
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Corporate Governance and Social 
Responsibility

We continue to strive to maintain a high level of 
corporate governance, attaching great importance to 
risk management and control. We strive to enhance 
corporate transparency and corporate value to ensure 
our healthy and orderly growth. Our persistent efforts in 
corporate governance have been widely recognised by 
the capital markets. We were accredited with a number 
of awards and recognition in 2014, including being 
voted the “No. 1 Most Honoured Company in Asia” by 
Institutional Investor for two consecutive years, “No. 1 
Best Managed Company in Asia” by FinanceAsia for 
four consecutive years and also “Overall Best Managed 
Company in Asia” by Euromoney for five years in a row.

We persisted in operating with integrity and proactively 
fulfilled our corporate social responsibility, while 
maintaining a fair and orderly environment for market 
competition and facilitating the healthy development 
of the entire value chain. We actively promoted green 
operations, further strengthened energy conservation 
and emission reduction, and improved utilisation 
efficiency of resources. We received high recognition 
and appreciation from the society by accomplishing 
telecommunications assurance services for significant 
events such as the APEC Summit and Youth Olympics, 
and contributing in the rescue and relief mission in 
earthquakes and other natural disasters.

Outlook

At present, China’s economy has entered into the 
“new normal” of medium-high-level growth, and 
innovation will be the key driver for future development. 
The booming development  of the “Consumption 
Internet” market along with the emerging “Industrial 
Internet” market in China will provide us with vast 
market potential. The issuance of the 4G licence will 
bring new opportunities for the industry development, 
and our corporate transformation development will 
generate new opportunities. At the same time, the 
domestic telecommunications industry is increasingly 
saturated, and market competition will gradually lead 
to an era of competition for existing customers. Under 
the new industry ecology, cross-industry competition 
and cooperation become a main trend, which brings 
severe challenges to the current operating model. 
Although the VAT reform is expected to be beneficial 
for the Company’s development in the long term, it 
will still impose a significant impact on its profitability 
in the short term. Tackling various challenges will also 
become a new norm for the Company for some time in 
the future.
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Looking ahead, we have full confidence. We will 
seize the crucial opportunities from the issuance 
of 4G licence and the sharing of tower resources. 
We will increase our investment and promote the 
rapid development of our mobile services in full 
strengths, especially the profitable scale development 
of our 4G services. We will proactively promote our 
comprehensive deepening reform, accelerate the 
transformation of our operation and management 
models to further stimulate the corporate vitality. We will 
speed up our Internet-oriented transformation and fully 
leverage our existing strengths in telecommunications. 
We will engage in open cooperation and strengthen our 
competitive advantages of the ecosystem to enhance 
our differentiated operational capabilities. We will rapidly 
establish a new China Telecom so as to create values 
for shareholders.

Finally, on behalf of the Board of Directors, I would 
like to take this opportunity to express my sincere 
appreciation to all our shareholders and customers 
for their support. I would also like to express my 
sincere thanks to all our employees for their hard work 
and contribution as well as to Madam Wu Andi, Mr. 
Shao Chunbao and Mr. Du Zuguo for their valuable 
contribution during their tenure of offices as executive 
director, Chairman of the Supervisory Committee and 
supervisor of the Company, respectively.

Wang Xiaochu
Chairman and Chief Executive Officer

Beijing, China

18 March 2015
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Mr. Wang Xiaochu
Age 56, is the Chairman of the Board of Directors and Chief Executive 
Officer of the Company. Mr. Wang graduated from Beijing Institute of 
Posts and Telecommunications in 1989 and received a doctorate degree 
in business administration from the Hong Kong Polytechnic University in 
2005. Mr. Wang served as Deputy Director General and Director General of 
the Hangzhou Telecommunications Bureau in Zhejiang province, Director 
General of the Tianjin Posts and Telecommunications Administration, 
Chairman and Chief Executive Officer of China Mobile (Hong Kong) Limited, 
Vice President of China Mobile Communications Corporation, President 
of China Telecommunications Corporation, Chairman of the board of 
directors and a Non-executive Director of China Communications Services 
Corporation Limited. He is also the Chairman of China Telecommunications 
Corporation and Honorary Chairman of China Communications Services 
Corporation Limited. He was responsible for the development of China 
Telecom’s telephone network management systems and various other 
information technology projects and as a result, received the Third-Class 
Award from the State Scientific and Technological Progress Award and the 
First-Class Award from the former Ministry of Posts and Telecommunications 
Scientific and Technological Progress Award. Mr. Wang has extensive 
experience in management and telecommunications industry.

Mr. Yang Jie
Age 52, is an Executive Director, President and Chief Operating Officer of 
the Company. Mr. Yang is a professor-level senior engineer. He graduated 
from the Beijing University of Posts and Telecommunications with a 
major in radio engineering in 1984 and obtained a doctorate degree in 
business administration (DBA) from the ESC Rennes School of Business 
in 2008. Mr. Yang served as Deputy Director General of Shanxi Posts 
and Telecommunications Administration, General Manager of Shanxi 
Telecommunications Corporation, Vice President of China Telecom Beijing 
Research Institute and General Manager of Business Department of the 
Northern Telecom of China Telecommunications Corporation. He is also 
the President of China Telecommunications Corporation. Mr. Yang has 
extensive experience in management and telecommunications industry.
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Mr. Zhang Jiping
Age 59, is an Executive Director and Executive Vice President of the 
Company. Mr. Zhang is a professor-level senior engineer. He graduated 
from the Beijing University of Posts and Telecommunications with a bachelor 
degree in radio telecommunications engineering in 1982, studied in a 
postgraduate program in applied computer engineering at Northeastern 
Industrial University from 1986 to 1988, and received a doctorate degree 
in business administration from the Hong Kong Polytechnic University in 
2004. Mr. Zhang served as Deputy Director General of Directorate General 
of Telecommunications (“DGT”) of the MPT, a Deputy Director General and 
Director of the Telecommunication Technology Centre of the Posts and 
Telecommunications Administration of Liaoning Province. He is also a Vice 
President of China Telecommunications Corporation and the Chairman of 
Supervisory Committee of China Tower Corporation Limited. Mr. Zhang has 
extensive experience in management and telecommunications industry.

Mr. Yang Xiaowei
Age 51, is an Executive Director and Executive Vice President of the 
Company. Mr. Yang is a senior engineer. He received a bachelor degree 
from the Computer Application Department of Chongqing University 
in 1998 and a master degree in engineering from the Management 
Engineering Department of Chongqing University in 2001. Mr. Yang was the 
Assistant to Director General and Deputy Director General of Chongqing 
Telecommunications Bureau, a Deputy Director General of the Chongqing 
Telecommunications Administration Bureau and a Director General of 
Chongqing Municipal Communication Administration Bureau. Mr. Yang 
served as General Manager of the Chongqing branch and the Guangdong 
branch of the Unicom Group, Vice President of the Unicom Group, Director 
of the Unicom Group and Executive Director and Vice President of China 
Unicom Limited. Mr. Yang also served as Director and Vice President of 
China Unicom Corporation Limited and Chairman of Unicom Huasheng 
Telecommunications Technology Co. Ltd.. He is also a Vice President of 
China Telecommunications Corporation. Mr. Yang has extensive experience 
in management and telecommunications industry.
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Mr. Sun Kangmin
Age 57, is an Executive Director and Executive Vice President of the 
Company. Mr. Sun is a senior engineer. He holds a bachelor degree. Mr. 
Sun served as Head of the Information Industry Department of Sichuan 
Province, Director General of Communication Administration Bureau of 
Sichuan Province, Chairman and General Manager of Sichuan Telecom 
Company Limited. He is also a Vice President of China Telecommunications 
Corporation, Chairman of the board of directors and an Executive Director 
of China Communications Services Corporation Limited and a Director of 
China Tower Corporation Limited. Mr. Sun has extensive experience in 
management and telecommunications industry.

Mr. Ke Ruiwen
Age 51, is an Executive Director and Executive Vice President of the 
Company. Mr. Ke obtained a doctorate degree in business administration 
(DBA) from the ESC Rennes School of Business. Mr. Ke served as Deputy 
Director General of Jiangxi Posts and Telecommunications Administration, 
Deputy General Manager of Jiangxi Telecom, Managing Director of the 
Marketing Department of the Company and China Telecommunications 
Corporation, General Manager of Jiangxi Telecom, Managing Director 
of the Human Resources Department of the Company and China 
Telecommunications Corporation. He is also a Vice President of China 
Telecommunications Corporation. Mr. Ke has extensive experience in 
management and telecommunications industry.
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Mr. Tse Hau Yin, Aloysius
Age 67, is an Independent Non-Executive Director of the Company. Mr. Tse is 
currently an Independent Non-executive Director of CNOOC Limited, Linmark 
Group Limited, Sinofert Holdings Limited and SJM Holdings Limited, which are 
listed on the Main Board of The Stock Exchange of Hong Kong Limited (“HKSE 
Main Board”). Mr. Tse is also an independent non-executive director of OCBC 
Wing Hang Bank Limited (formerly known as “Wing Hang Bank Limited”), which 
was listed on the HKSE Main Board until October 2014. He was an independent 
non-executive director of China Construction Bank Corporation, which is 
listed on the HKSE Main Board from 2004 to 2010. Mr. Tse was appointed 
as an independent non-executive director of CCB International (Holdings) 
Limited, a wholly owned subsidiary of China Construction Bank Corporation in 
March 2013. He is also a member of the International Advisory Council of the 
People’s Municipal Government of Wuhan. Mr. Tse is a fellow of the Institute 
of Chartered Accountants in England and Wales, and the Hong Kong Institute 
of Certified Public Accountants (“HKICPA”). Mr. Tse is a past president and a 
former member of the Audit Committee of the HKICPA. He joined KPMG in 
1976, became a partner in 1984 and retired in March 2003. Mr. Tse was a 
non-executive Chairman of KPMG’s operations in China and a member of the 
KPMG China advisory board from 1997 to 2000. Mr. Tse is a graduate of the 
University of Hong Kong.

Mr. Zhu Wei
Age 46, is a Non-executive Director of the Company. Mr. Zhu received his post-
graduate diploma in political economy from Jinan University. Mr. Zhu is currently 
the Chairman of Guangdong Rising Assets Management Co., Ltd (one of the 
domestic shareholders of the Company). Mr. Zhu previously served as the 
Deputy Manager of the Issuing Department, director of the General Office, and 
Deputy Manager of the Research and Development Department of Guangzhou 
Securities Company of the People’s Bank of China, Guangzhou Branch, 
Deputy General Manager of Guangzhou Securities Financial Consultancy 
Company, General Manager of Shenzhen Yuntong Xinda Communications 
Limited, assistant to the General Manager of Guangdong Technology Ventures 
Investment Company, General Manager of the Asset Management Department 
and Director of Guangdong Technology Venture Capital Group Company 
Limited, General Manager of Guangdong Kerui Investment Management 
Company, the Chairman of Guangdong Hongtu Technology (Holdings) 
Company Limited, Deputy Chairman and General Manager of Guangdong 
Southern Media Holdings Limited, and Deputy Director of Banking Supervision 
Department IV of the China Banking Regulatory Commission. Mr. Zhu has 
extensive experience in finance, securities and corporate management.
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Madam Cha May Lung, Laura
Age 65, is an Independent Non-Executive Director of the Company. Mrs. 
Cha is currently a Hong Kong Delegate to the 12th National People’s 
Congress, PRC, a Member of the Executive Council of the Government of 
the Hong Kong Special Administrative Region and Chairman of the Financial 
Services Development Council of Hong Kong. She is the Non-executive 
Deputy Chairman of The Hongkong and Shanghai Banking Corporation, 
the Asia Pacific subsidiary of HSBC Holdings plc, of which she is a Non-
executive Director. She is a Non-Executive Director of Unilever, PLC and 
Unilever, N.V, Vice Chairman of the International Advisory Council of the 
China Securities Regulatory Commission (“CSRC”), and a Member of the 
International Advisory Council of the China Banking Regulatory Commission. 
Mrs. Cha served as Vice Chairman of CSRC from January 2001 to 
September 2004 and Assistant Director of Corporate Finance, Senior 
Director, Executive Director and Deputy Chairman of the Securities and 
Futures Commission of Hong Kong from 1991 to 2001. She received a Juris 
Doctor degree from Santa Clara University of USA in 1982.

Professor Xu Erming
Age 65, is an Independent Non-executive Director of the Company. 
Professor Xu is a professor and Ph.D. supervisor of the Graduate School at 
the Renmin University of China and Vice Chairman of the Chinese Enterprise 
Management Research Association. He is also entitled to the State Council’s 
special government allowances. He is the Independent Supervisor of Harbin 
Electric Company Limited (formerly known as Harbin Power Equipment 
Company Limited). Over the years, Professor Xu has conducted research in 
areas related to strategic management, organisational theories, international 
management and education management, and has been responsible for 
research on many subjects put forward by the National Natural Science 
Foundation, the National Social Science Foundation, and other authorities 
at provincial and ministry level. He has received many awards such as the 
Ministry of Education’s Class One Excellent Higher Education Textbook 
Award, the State-Level Class Two Teaching Award and the National 
Excellent Course Award. Professor Xu has been a visiting professor at 
over 10 domestic universities and has been awarded the Fulbright Scholar 
of U.S.A. twice. Professor Xu was previously a lecturer at the New York 
State University at Buffalo, U.S.A., the University of Scranton, U.S.A., the 
University of Technology, Sydney, the Kyushu University, Japan and the 
Hong Kong Polytechnic University.
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Madam Wang Hsuehming
Age 65, is an Independent Non-executive Director of the Company. Madam 
Wang graduated from the University of Massachusetts and attended 
Columbia University. She is currently a Senior Advisor and former Chairman 
of BlackRock China. She was also formerly Chairman of China at Goldman 
Sachs Asset Management, having joined Goldman Sachs in 1994, became 
a partner in 2000 and an Advisory Director from 2010 to 2011. Ms. Wang 
served as a Director of The Paulson Institute. With nearly 30 years of 
experience in financial services, she participated in pioneering efforts in 
China’s economic reform and restructuring, including serving as an advisor 
to the CAAC and its subsequent regional airlines on privatization and capital 
equipment financing.

Mr. Gao Tongqing
Age 51, is an Executive Vice President of the Company. Mr. Gao graduated 
from the Changchun Institute of Posts and Telecommunications with a 
major in telecommunications engineering and received a doctorate degree in 
business administration from the Hong Kong Polytechnic University. Mr. Gao 
served as Deputy Director General of Xinjiang Uygur Autonomous Region 
Posts and Telecommunications Administration, Deputy General Manager 
and General Manager of Xinjiang Uygur Autonomous Region Telecom 
Company, General Manager of China Telecom Jiangsu branch. He is also 
a Vice President of China Telecommunications Corporation. Mr. Gao has 
extensive experience in management and telecommunications industry.
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Mr. Chen Zhongyue
Age 43, is an Executive Vice President of the Company. Mr. Chen received 
a bachelor degree in English studies from Shanghai International Studies 
University and a master degree in international trade economy from Zhejiang 
University. Mr. Chen served as Deputy General Manager of China Telecom 
Zhejiang branch, Managing Director of the Public Customers Department 
of the Company and China Telecommunications Corporation, General 
Manager of China Telecom Shanxi branch. He is also a Vice President of 
China Telecommunications Corporation. Mr. Chen has extensive experience 
in management and the telecommunications industry.

Mr. Yung Shun Loy, Jacky
Age 52, is the Deputy Chief Financial Officer, Qualified Accountant and the 
Company Secretary of the Company. Mr. Yung is a fellow member of the 
Hong Kong Institute of Certified Public Accountants, a fellow member of 
the Association of Chartered Certified Accountants of United Kingdom, and 
a Certified Practising Accountant in Australia. He has a bachelor degree 
in laws and a bachelor degree in social sciences. Mr. Yung has extensive 
experience in auditing, company secretary and senior financial management 
of listed companies.
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Mr. Tang Qi
Age 56, is an Employee Representative Supervisor of the Supervisory 
Committee of the Company. Mr. Tang is currently the Vice Chairman 
of the Labour Union of China Telecommunications Corporation and the 
Company. Mr. Tang received a doctorate degree in business administration 
(DBA) from the Hong Kong Polytechnic University. Mr. Tang served as the 
Director of the marketing department of the Posts and Telecommunications 
Administration of Shandong province, Manager of the marketing department 
of China Telecommunications Corporation, General Manager of China 
Telecom Shandong branch, General Manager of China Telecom Chongqing 
branch. Mr. Tang is a senior engineer and has extensive experience in 
operation and management in the telecommunications industry.

Mr. Zhang Jianbin
Age 49, is an Employee Representative Supervisor of the Supervisory 
Committee of the Company. Mr. Zhang is currently the Deputy Managing 
Director of the Corporate Strategy Department (Legal Department) and 
the Deputy General Counsel of China Telecommunications Corporation. 
Mr. Zhang graduated from the Law School of Peking University in 1989 
and received LLM degree. He also had EMBA degree from the Guanghua 
School of Management at Peking University in 2006. He previously 
worked at the Department of Policy and Regulation of the Ministry of 
Posts and Telecommunications (“MPT”) and the Directorate General of 
Telecommunications (“DGT”) of the MPT. He served as Deputy Director 
of the General Office and Deputy Director of the Legal Affairs Division 
of the DGT of the MPT, Director of the Corporate Strategy Department 
(Legal Department) of the Company. Mr. Zhang is a senior economist with 
extensive experience in telecommunications legislation and regulation, 
corporate governance, corporate legal affairs and risk management.

Supervisors
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Mr. Hu Jing
Age 39, is a Supervisor of the Company. Mr. Hu is currently the Director in 
the audit department of the Company. Mr. Hu received a bachelor degree in 
accounting from the Xi’an University of Finance and Economics in 1997 and 
a master degree in business administration from the Northwest University in 
2003. Mr. Hu served at various financial and auditing positions at Shaanxi 
Telecom Company and China Telecommunications Corporation. He is a 
member of the Chinese Institute of Certified Public Accountants and senior 
accountant with extensive experience in finance and auditing.
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The following table sets out the key operating data for 2012, 2013 and 2014:

Unit 2012 2013 2014
Rate of change 

over 2013
      
Mobile subscribers Million 160.62 185.58 185.62 0.0%      
 Of which: 3G/4G subscribers Million 69.05 103.11 118.63 15.1%      
Wireline broadband subscribers Million 90.12 100.10 106.95 6.8%      
Access lines in service Million 163.00 155.80 143.56 –7.9%      
Mobile voice usage Million minutes 509,229 603,616 655,939 8.7%      
Mobile SMS usage Million messages 55,789 64,235 64,583 0.5%      
Handset data traffic KTB 72.3 175.1 273.2 56.0%      
Wireline local voice usage Million pulses 172,175 148,690 130,439 –12.3%      
BestPay gross merchandise value RMB Billion 40.8 133.1 352.0 164.5%      

Conducted video calls with the so
uthern

Conducted video calls with the so
uthern--most most 

city in China through the 4G net
work

city in China through the 4G net
work
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In 2014, in the face of various changes in policies and 
the environment both within and out of the industry 
such as the licensing of 4G services and Value-Added 
Tax Reform (VAT Reform), the Company proactively 
adapted to and took initiatives to manage the 
challenges, continued to promote the transformation of 
sales and marketing models and developed extensive 
cooperation in various fields. The Company achieved 
steady growth in subscribers’ scale and industry-
leading growth in service revenues with a continual 
increase in the proportion of revenues attributable 
to its emerging businesses and a further enhanced 
competitive position in the market.

Handset Data 
Traffic

KTB

Key operating performance

(1) Industry-leading growth in revenue with 
a continually optimising structure

In 2014, the Company’s operating revenues 
increased by 0.9% to RMB324,394 million. Service 
revenues increased by 3.1% to RMB287,379 
million. The Company’s revenue structure was 
further optimised, with mobile revenues accounting 
for 46.7% of operating revenues, and revenues 
of emerging businesses accounting for 29.1% of 
service revenues, up 4.8 percentage points.

(2) Steadily growing mobile services 
with remarkable results in data traffic 
operations

In 2014, the Company strengthened its content 
application-driven strategies, promoted the 
transformation of sales and marketing models, 
persisted in the terminal-led approach and 
deepened cooperation with open channels, 
achieving a collaborative development of 3G and 
4G services and managing to maintain a stable 
scale of mobile subscribers with an optimised 
subscriber structure and steady growth in the 
revenues of mobile services. The number of mobile 
subscribers reached 185.62 million, with a net 
addition of around 40,000 subscribers, and mobile 
service revenues increased by 5.7% over last year 
to RMB120,268 million.

The Company continued to improve the data 
traffic product offerings, and launched 4G 
packages focusing on data traffic and multi-
terminal data sharing. We upgraded “DIY” data 
packages to fully customised packages and 
regulated the data traffic promotion strategies, 
maintaining a steady value of data traffic. The 
Company actively strengthened the development 
of data backward monetisation and launched 
data backward monetising products such as 
“Liuliangbao” and Data Traffic 800, expanded 
high-valued data traffic customers in scale and at 
the same time cooperated with Internet companies 
to promote heavy data usage applications, such 
as video streaming. In 2014, total handset data 
traffic reached 273KTB, with an increase of 56% 
compared to last year, and the monthly average 
mobile data traffic per handset subscriber reached 
227MB.
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  of the total 
wireline broadband subscribers

FTTH 
subscribers

BestPay
              GMV > RMB 350bil

(3) Wireline broadband services continued 
to develop steadily, maintaining a leading 
position in the market

In 2014, the Company continued to promote the 
implementation of wireline and mobile integration, 
enhancing customer value while stabilising the 
wireline revenue base. Wireline revenues increased 
by 1.4% to RMB172,783 million, maintaining 
positive growth in revenues.

In response to regulatory policy changes and 
in order to reinforce its competitive edges in 
the wireline broadband market, the Company 
continued to rapidly promote fibre network 
construction and bandwidth upgrade, and further 
optimised the subscriber structure, thereby 
achieving steady growth in subscriber scale and 
revenues. In 2014, wireline broadband revenues 
grew by 3.8% to RMB73,485 million. Total number 
of wireline broadband subscribers reached 
106.95 million with a net addition of 6.85 million 
subscribers.

In 2014, revenues from wireline value-added 
services (VAS) and integrated information services 
were RMB38,047 million, representing an increase 
of 11.0% over the last year, with iTV, IT Services 
and Applications and IDC business being the 
three key drivers for promoting the growth in 
the revenues of VAS and integrated information 
services. The Company reinforced its efforts in 
promoting the integration of iTV and high-speed 

broadband services and enhancing customers’ 
usage experience. With the support from industry 
application bases, the Company focused on 
key industry applications to accelerate the 
development of its ICT business. The Company 
also enhanced the deployment of its cloud data 
centres, improving the cloud products platforms 
and service capabilities.

In 2014, the Company’s operating revenues 
attributable to the wireline voice services 
further declined, which effectively alleviated the 
Company’s operational risks. Revenues from 
wireline voice services were RMB33,587 million, 
or 10.4% of the operating revenues, down 1.6 
percentage points compared to last year. The 
upgrade of the Personal Access System (PAS) 
subscribers was basically completed.

Business operating strategies

In 2014, the Company closely grasped the work 
principles of “reform and innovation, open cooperation, 
and quality and efficiency enhancement”, proactively 
adapting to various changes in policies and the external 
environment. The Company continuously enhanced 
its capabilities in areas such as operation, sales and 
services by transforming its development models and 
optimising customer acquisition methods. Seven key 
operational measures were implemented:
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First, efficiently centralising operations in 4G 
business and strengthening the collaborative 
development of 3G and 4G

In 2014, the Company was permitted to commence 
the LTE hybrid network trial, with a launch of 4G 
handset services in 56 cities. The Company conducted 
efficiently-centralised operations of the 4G business 
and carried out standardised brand and sales 
promotion campaigns across the entire network by 
making available one-stop services, standardised 
tariff and efficiently centralised sales service. We 
also strengthened the collaboration of 3G and 4G 
businesses and unified the policies for 3G and 4G 
services in respect of areas such as package design, 
resources allocation, sales models and marketing 
plans. The number of 3G/4G subscribers reached 
118.63 million, or about 64% of mobile subscribers. 
Handset Internet access ARPU and average data traffic 
per subscriber also increased significantly.



CHINA TELECOM CORPORATION LIMITED ANNUAL REPORT 201440

 BUSINESS REVIEW

Second, creating differentiated broadband 
products for enhanced core competitive 
advantage in broadband services

In 2014, the Company continued the promotion 
of the fibre upgrade for its broadband networks, 
continually transformed network capabilities into market 
capabilities through an exploration of capabilities, 
driving customers to adopt high bandwidth services. 
With deepened integrated development, the Company 
launched products such as “Speedy Connect” 
Card and “Speed Upgrade” Card and expanded 
open sales channels and implemented collaborative 
sales operations for online and offline channels. The 
Company also created a smart family business portal 
by introducing the “Joy me” product, thereby enriching 

high bandwidth applications. FTTH subscribers reached 
42.61 million and subscribers of services with 8Mbps 
access bandwidth or above accounted for a proportion 
of 45.7%, increased by 18.8 percentage points over 
2013.

Third, persisting in a terminal-led approach, 
maintaining a prosperous industry value 
chain

Through supporting the research and development 
of chipset manufacturers, the cost of mobile terminal 
chipsets was lowered. 305 new mobile terminal models 
were launched within the year, of which more than 100 
were 4G terminals while smart devices accounted for 
over 80% of the terminal sales. The Company provided 
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2013 2014
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terminal direct subsidy to terminals below RMB700, 
encouraging the industry value chain to drive the sales 
of mid-to-low end smart devices. We were the first in 
the industry to launch the “multi-mode” smartphones, 
and made every effort to gain a share of the handset 
replacement market of existing customers. The 
Company also actively attracted the market of popular 
terminals, such as OPPO, VIVO and Meizu for open 
channels and Xiaomi, Honor and Dazen for Internet 
channels. All such popular brands launched customised 
handsets for China Telecom.

Fourth, acceleration of the Internet-
oriented transformation of channels and 
implementation of the O2O cooperative 
model

The Company accelerated the promotion of the 
efficient expansion of channels and their professional 
operations, as well as carried out O2O operations 
that strengthened traffic flow via online channels and 
strengthened user experience via offline channels. 
For physical channels, we focused on increasing the 
coverage of open channels in urban core business 
districts, implementing tiered management in store 
and distributor levels in specialty channels and at the 
same time establishing sales outlets for “multi-mode” 
handsets in rural areas. For direct sales channels, 
the Company established exclusive service centres 
focusing on enterprise customers in key industries; 
it also adopted a collaborative marketing approach 

integrating “channel manager + distributor + physical 
store” which focuses on small and medium-sized 
customers. We accomplished efficiently-centralised 
operations for electronic channels in the entire network, 
developed personalised products and innovated the 
development model of electronic channels through 
extensive cooperation with e-commerce companies in 
the society, with a focus on young users.
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Fifth, enhancing application promotion to 
enhance customer value

In 2014, the Company continued to innovate application 
products and reinforced its efforts in promoting the 
various applications. In respect of Internet applications, 
the Company continued to strengthen its Internet 
application development system which comprises of 
portals, content and capabilities, leading to a significant 
improvement in user scale and the capability of 
application platforms, such as YiChat, BestPay and the 
integrated platforms. In respect of industry applications, 
the Company primarily promoted products such as 
Popular Shop Assistant, Out-of-Office Assistant, video 
streaming services, general office assistance services 
and e-Surfing RFID, targeting at various individual 
customer groups. The Company also focused on 
promoting products such as “e-Surfing School” and 
“Nongjibao” in schools and rural markets. In respect of 
daily life applications, the Company reinforced its efforts 
to promote public transportation applications, banking 
services applications and BestPay application based on 
NFC function.

Sixth, promoting sub-dividing performance 
evaluation units with performance contracts, 
unlocking internal momentum and vitality of 
the Company

In 2014, the Company deepened the reform in 
establishing market-driven resource allocation and 
operation mechanisms, fully promoting the “sub-dividing 
performance evaluation units with performance 
contracts” project among frontline production and 
operation units, and creating autonomous operation 
entities that are highly unified in terms of accountability, 
authorities and interests. Through key procedures 
including flattening organisation structure, authority 
delegation, “top-down” service system, process 
reengineering, efficiently-centralised support and 
reversed evaluation, the Company also promoted the 
construction of “top-down” management and support 
system to allow frontline employees who were closest 
to the customers to decide on internal resources 



CHINA TELECOM CORPORATION LIMITED ANNUAL REPORT 2014 43

 BUSINESS REVIEW

ITU Telecom World 2014

World Internet 
Conference

allocation of the Company, motivating the enthusiasm, 
proactiveness and creativity of the individuals with 
delegated authorities. In 2014, over 80% of the frontline 
operating units implemented “sub-dividing performance 
evaluation units with performance contracts”, and 
70% of the individuals with delegated authorities were 
selected by a market-oriented approach, leading to a 
widely acclaimed market-oriented mechanism.

Seventh, focusing on customers’ 
perceptions to promote the Internet-oriented 
transformation of services

Focusing on its key services including 3G/4G and 
broadband, the Company established and implemented 
service standards, promoted convenient and 
transparent services, implemented regular customer 
experience programmes in multi-levels and various 
ways, comprehensively promoted the construction of 
a credit management system and carried out service 
promotion campaigns, sustaining a continual leading 
position in customer satisfaction and maintaining 
the No. 1 position in the industry in the customer 
satisfaction assessment on both wireless and wireline 
internet access services conducted by the Ministry 
of Industry and Information Technology in 2014. 
The Company proactively adapted to the industry 
development trends, and accelerated the Internet-
oriented transformation of services while promoting 
self-service and sharing-based online services. A 
significant improvement in the service capabilities of the 
new channels was achieved, as the users of new media 
customer service channels (YiChat, Weibo and WeChat 
customer services) reached over 127 million and the 
average monthly service volume exceeded over 74 
million times.

Network and operation support

In 2014, the Company further optimised resources 
allocation to secure major networks constructions for 
mobile, broadband and emerging businesses, etc.

First, leveraging the prime opportunities of the 4G 
hybrid network trial, the Company accelerated the 
deployment of 4G networks in 56 trial cities and 
promoted 4G auxiliary facilities construction in over 100 
key cities across the country, assuring network support 
for the development of the 4G service of the Company. 
In respect of the existing 2G/3G network, the Company 
mainly focused on network optimisation and its effective 
collaboration with 4G service, steadily implementing 
precise construction and capacity expansion in key 

PT / EXPO COMM 
CHINA 2014
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Launched “Smart Families” new product “Joy me”Launched “Smart Families” new product “Joy me”

areas, maintaining high network quality and excellent 
customer perception and steadily increasing network 
utilisation rate, efficiency and return. During the year, 
the mobile network utilisation rate increased by 3 
percentage points.

Second, taking deepening reform and sub-division of 
investment units as focus, the Company continued to 
promote the precision and timeliness of its broadband 
investment and construction and focused on expediting 
fibre network transformation and bandwidth upgrade 
in urban core districts. 90% of the southern city areas 
were covered by networks with 20 Mbps or above. The 
FTTH access port utilisation rate reached 46%, up 6 
percentage points.

Third, the Company accelerated the application of new 
technologies, effectively supporting the development of 
emerging businesses. Deploying efficiently-centralised 
cloud resource pools, the Company was able to 
launch new products within a short period of time. The 
Company also continued to promote the integration 
of cloud technology in its business platforms and 
improved the operating efficiency of its centralised 
operations. The 400G platform routers were brought 
into the carrying network to improve the capacity and 

carrying capability. The Company continued to promote 
the capacity expansion of the metropolitan area 
networks and the transformation of the next-generation 
Internet, improving the overall carrying capability of 
emerging businesses.

Development measures and highlights 
for 2015

A series of policy changes in 2014 had brought a long-
term impact on the business. In 2015, apart from facing 
the changes in severe challenges from the changes in 
the traditional operating model, the Company also sees 
the enormous market opportunities from the flourishing 
development in the consumer Internet market and the 
emerging industrial Internet market. With differentiation 
as its main line, the Company further changes its 
subscriber acquisition model and promotes the dual 
enhancement in corporate scale and efficiency. In 
respect of mobile services, the Company will fully 
commence its 4G business operations, leveraging 
the differentiated advantages of its FDD network 
and continuously optimising customer experience. In 
addition, the Company will introduce non-cash cost 
marketing model, carrying out differentiated marketing 
and targeting refined markets by strengthening content 



CHINA TELECOM CORPORATION LIMITED ANNUAL REPORT 2014 45

 BUSINESS REVIEW

e-Surfing terminal in
dustry 

e-Surfing terminal in
dustry 

value chain annual co
nference

value chain annual co
nference

applications and offering differentiated products. 
Following the terminal-led approach, the Company 
implements “the Excellence 100” programme and 
launches special handsets such as security handsets 
and video handsets. In respect of its broadband 
business, led by the 100Mbps broadband service 
development, the Company continues to promote the 
construction of fibre networks, fully realise the end-to-
end bandwidth upgrade in terms of access capability, 
achieving significant improvement in the average access 
bandwidth and creating the core competitiveness of 
its broadband services. To promote the integration of 
marketing and maintenance, the Company optimises 
its service process, introducing instant installation upon 
the completion of sales. To enrich the applications for 
high bandwidth adoption, the Company promotes “Joy 
me” and cloud products and expands and develops 
smart home applications such as video surveillance. In 
respect of its emerging businesses, first, the Company 
refines data traffic operations based on big data 
and multi-dimensional analysis of customer behavior 
characteristics, optimising the data traffic products 
and implementing targeted and precise marketing. 
The Company increases promotion of data backward 

monetisation, opening up external cooperation 
capabilities of “Liuliangbao” and unifying the product 
form of “Data Traffic 800”. Second, expanding 
information services and seizing opportunities from the 
traditional industry upgrade, and advancing the change 
of ICT to IIT (Information Internet-ware Technology), 
the Company expands the scale of informatisation 
products. The Company efficiently centralises the 
development of cloud products, strengthening research 
and sales of products such as cloud hosting, private 
cloud and object-based storage systems and speeding 
up the construction of the IDC unified operating 
system. Third, the Company diversifies the mobile 
Internet applications, promoting payment, YiChat, 
security products and others to satisfy the lifestyle and 
entertainment demands of customers, and promoting 
applications focusing on community, education, 
healthcare to meet the daily life needs of customers. 
We will also continue to optimise network resources, 
improve operating and maintenance efficiency, perfect 
service capabilities of full services and enhance 
customers’ satisfaction to attain continuous growth in 
customer value and corporate value.
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Summary

In 2014, in the face of a number of prominent changes 
in external environment, the Group firmly grasped 
the main theme of “reform and innovation, open 
cooperation, quality and efficiency enhancement”, 
innovated in system and mechanism, refined customer 
acquisition strategies, accelerated the promotion of 
the comprehensive deepening reform and enhanced 
corporate value. The Group’s operating revenues in 
2014 were RMB324,394 million, an increase of 0.9% 
from 2013; service revenues1 were RMB287,379 
million, an increase of 3.1% from 2013; operating 
expenses were RMB295,886 million, an increase of 
0.6% from 2013; profit attributable to equity holders 
of the Company was RMB17,680 million, an increase 
of 0.8% from 2013; basic earnings per share were 
RMB0.22; EBITDA2 was RMB94,853 million, a 
decrease of 1.8% from 2013 and the EBITDA margin3 
was 33.0%.

Operating Revenues

In 2014, the Group managed to maintain a stable 
development condition, and the operating revenues 
achieved steady growth despite the impact of the 
value-added tax (VAT) reform and the geographical 
limitation on the trial of the LTE hybrid network. 
Operating revenues in 2014 were RMB324,394 million, 
an increase of 0.9% from 2013. Of this, the total mobile 
revenues were RMB151,611 million, an increase of 
0.3% from 2013. The total wireline revenues were 
RMB172,783 million, an increase of 1.4% from 2013.

1 Service revenues were calculated based on operating revenues minus sales of mobile terminals (2014: RMB31,343 million; 2013: 
RMB37,435 million), sales of wireline equipment (2014: RMB3,956 million; 2013: RMB3,564 million) and other non-service revenues 
(2014: RMB1,716 million; 2013: RMB1,734 million).

2 EBITDA was calculated based on operating revenues minus operating expenses plus depreciation and amortisation. As the 
telecommunications business is a capital intensive industry, capital expenditure, the level of gearing and finance costs may have 
a significant impact on the net profit of companies with similar operating results. Therefore, we believe EBITDA may be helpful in 
analysing the operating results of a telecommunications service provider such as the Company. Although EBITDA has been widely 
applied in the global telecommunications industry as a benchmark to reflect operating performance, debt raising ability and liquidity, 
it is not regarded as a measure of operating performance and liquidity under generally accepted accounting principles. It also does 
not represent net cash from operating activities. In addition, our EBITDA may not be comparable to similar indicators provided by 
other companies.

3 EBITDA margin was calculated based on EBITDA divided by service revenues.
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The following table sets forth a breakdown of the operating revenues of the Group for 2013 and 2014, together with 
their respective rates of change:

For the year ended 31 December

(RMB millions, except percentage data) 2014 2013
Rates of 
change

    
Wireline voice 33,587 38,633 (13.1%)
Mobile voice 54,673 58,217 (6.1%)
Internet 112,431 99,394 13.1%
Value-added services 38,419 36,230 6.0%
Integrated information application services 26,939 25,233 6.8%
Telecommunications network resource services and 

lease of network equipment 17,332 17,586 (1.4%)
Others 41,013 46,291 (11.4%)    
Total operating revenues 324,394 321,584 0.9%    

Wireline Voice

In 2014, revenue from wireline voice services was 
RMB33,587 million, a decrease of 13.1% from 
RMB38,633 million in 2013, accounting for 10.4% of 
our operating revenues. Declining revenue contribution 
from wireline voice services effectively mitigated 
operating risks.

Mobile Voice

In 2014, being affected by the launch of 4G services by 
the peers, the VAT reform, change in our sales model 
and the substitution effect of mobile Internet services, 
revenue from mobile voice services was RMB54,673 
million, a decrease of 6.1% from RMB58,217 million in 
2013, accounting for 16.9% of our operating revenues.
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Mobile Internet 
access services
revenue

Wireline 
value-added 
services revenue

Internet

In 2014, revenue from Internet access services was 
RMB112,431 million, an increase of 13.1% from 
RMB99,394 million in 2013, accounting for 34.7% of 
our operating revenues. On the basis of the customer 
access bandwidth upgrade, the Group enriched various 
informatisation applications, leveraged the integrated 
product, “Joy me”, to create “Smart Family” portals 
and promoted high-bandwidth applications. At the end 
of 2014, the number of wireline broadband subscribers 
of the Group reached 107 million, and the wireline 
broadband revenue of the Group was RMB73,485 
million, an increase of 3.8% from 2013. At the same 
time, the Group achieved rapid growth in the volume 
of and revenue from mobile data traffic, effectively 
driven by developing differentiated edges in products, 
persisting in terminal-led and application-driven 
approaches, innovating on the business model of data 
traffic operations and launching various products, such 
as “Liuliangbao”, “Data Traffic 800” and dedicated-data 
traffic packages. Revenue from mobile Internet access 
services was RMB37,809 million, an increase of 35.2% 
from 2013. Of this, revenue from handset data traffic 
was RMB34,086 million, an increase of 48.8% from 
2013.

Value-Added Services

In 2014, revenue from value-added services was 
RMB38,419 million, an increase of 6.0% from 
RMB36,230 million in 2013, accounting for 11.8% 
of our operating revenues. Of this, the revenue from 
wireline value-added services was RMB18,428 million, 
an increase of 11.8% from 2013, mainly driven by the 
rapid growth of the IDC and iTV services. Revenue from 
mobile value-added services was RMB19,991 million, 
an increase of 1.2% from 2013.

Integrated Information Application Services

In 2014, revenue from integrated information application 
services was RMB26,939 million, an increase of 6.8% 
from RMB25,233 million in 2013, accounting for 
8.3% of our operating revenues. Of this, revenue from 
wireline integrated information application services was 
RMB19,619 million, an increase of 10.3% from 2013. 
The increase in revenue was mainly due to the fact 
that the Group focused on informatisation applications, 
enhanced open cooperation, accelerated the 
promotion of scale replication of benchmarking industry 
applications, which led to the rapid development of 
IT Services and Applications. Revenue from mobile 
integrated information application services was 
RMB7,320 million, a decrease of 1.6% from 2013.
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Telecommunications Network Resource 
Services and Lease of Network Equipment

In 2014, revenue from telecommunications network 
resource services and lease of network equipment 
was RMB17,332 million, a decrease of 1.4% from 
RMB17,586 million in 2013, accounting for 5.3% of our 
operating revenues. The decline was mainly due to the 
fact that revenue from telecommunications network 
resource services and lease of network equipment 
was subject to higher VAT rate. Revenue from lease of 
mobile network equipment was RMB463 million.

Others

In 2014, revenue from other services was RMB41,013 
million, a decrease of 11.4% from RMB46,291 million in 
2013, accounting for 12.6% of our operating revenues. 
The decline was mainly resulted from the reduction 
of the centralised procurement and sales of mobile 
terminal equipment. Revenue from sales of mobile 
terminal equipment was RMB31,343 million, a decrease 
of 16.3% from 2013.
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Operating Expenses

While continuously enhancing our coordination and management of resources, reinforcing network maintenance 
and optimisation and improving the capabilities of network support and service, the Group reinforced the efforts in 
management and control of selling expenses, enhanced the utilisation efficiency of marketing resources and promoted 
profitable development of the Group. In 2014, operating expenses of the Group were RMB295,886 million, an increase 
of 0.6% compared with 2013, and the rate of growth of operating expenses was lower than the revenue growth rate. 
Operating expenses accounted for 91.2% of our operating revenues, a decrease of 0.3 percentage points from 2013.

The following table sets forth a breakdown of the operating expenses of the Group in 2013 and 2014 and their 
respective rates of change:

For the year ended 31 December

(RMB millions, except percentage data) 2014 2013
Rates of 
change

    
Depreciation and amortisation 66,345 69,083 (4.0%)
Network operations and support expenses 68,651 53,102 29.3%
Selling, general and administrative expenses 62,719 70,448 (11.0%)
Personnel expenses 50,653 46,723 8.4%
Other operating expenses 47,518 54,760 (13.2%)    
Total operating expenses 295,886 294,116 0.6%    

Depreciation and Amortisation

In 2014, depreciation and amortisation was RMB66,345 
million, a decrease of 4.0% from RMB69,083 million in 
2013, accounting for 20.5% of our operating revenues. 
The decrease in depreciation and amortisation was 
mainly due to the saving in the amortisation of customer 
relationships in this year.

Network Operations and Support Expenses

In 2014, network operations and support expenses 
were RMB68,651 million, an increase of 29.3% from 
RMB53,102 million in 2013, accounting for 21.2% of 
our operating revenues. The growth was mainly due 
to the fact that the Company reasonably enhanced 
network maintenance quality to build competitive edges 
for concerted development of 3G and 4G, wireline and 
wireless broadband, and the increase in property rental 
and management fee. In addition, with the replacement 
of the PAS service by a more advanced mobile 
network, the Group disposed almost all of the PAS 
assets.
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SG&A

Selling, General and Administrative Expenses

In 2014, selling, general and administrative expenses 
amounted to RMB62,719 million, a decrease of 
11.0% from RMB70,448 million in 2013, accounting 
for 19.3% of our operating revenues. The decline 
was mainly attributable to the fact that the Group 
accelerated the optimisation and innovation of its sales 
model, strengthened the management and control 
on selling expenses, especially on terminal subsidies, 
and improved the utilisation efficiency of marketing 
resources. Commission and service expenses for third 
parties amounted to RMB28,367 million, an increase of 
11.2% from 2013. Advertising and promotion expenses 
amounted to RMB26,122 million, a decrease of 28.4% 
from 2013, of which the terminal subsidies amounted to 
RMB15,340 million, a decrease of 32.7% from 2013. At 
the same time, the Group continued to strengthen the 
precision management of general and administrative 
expenses. Compared to last year, general and 
administrative expenses decreased by 2.5%.

Personnel Expenses

In 2014, personnel expenses were RMB50,653 million, 
an increase of 8.4% from RMB46,723 million in 2013, 
accounting for 15.6% of our operating revenues. 
The growth was mainly due to that the Group raised 
the remuneration for frontline staff. For details of the 
number of employees, remuneration policies and 
training schemes, please refer to the Human Resources 
Development Report in this annual report.

Other Operating Expenses

In 2014, other operating expenses were RMB47,518 
million, a decrease of 13.2% from RMB54,760 million 
in 2013, accounting for 14.6% of our operating 
revenues. The decline was mainly attributable to the 
reduction of the centralised procurement and sales of 
mobile terminal equipment and the saving of mobile 
interconnection charges. The cost of mobile terminal 
equipment sold amounted to RMB29,982 million, a 
decrease of 14.9% from 2013.

Net Finance Costs

In 2014, the Group’s net finance costs were RMB5,291 
million, an increase of 2.7% from RMB5,153 million in 
2013. The growth was mainly due to the fact that the 
interest rate of the deferred consideration of Mobile 
Network Acquisition increased from 4.83% per annum 
in 2013 to 6.25% per annum in 2014 (adjusted in 
accordance with a 5 basis points premium to the yield 
of the 5-year super AAA rated Medium Term Notes 
once a year pursuant to the agreement). Net exchange 
gains were RMB55 million in 2014.
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Profitability Level

VAT Reform

The pilot programme of VAT reform commenced 
in the telecommunications industry in June 2014. 
Although it has an adverse impact in the short term, 
the Group expects that it will be beneficial for its 
sustainable development in the long term. The Group 
strived to optimise its development and sales models, 
implemented enhanced management over cost, 
procurement and vendors’ tax qualifications. The 
relevant adverse impact has been moderated. In the 
future, with the continual expansion of the VAT reform 
to other industries, it is expected that the Group will 
be entitled to more input VAT credits. Together with 
the continuously optimising revenue structure, it will be 
beneficial for the enhancement of the profitability in the 
long term.

Income Tax

The Group’s statutory income tax rate is 25%. In 2014, 
the Group’s income tax expenses were RMB5,498 
million with the effective income tax rate of 23.6%. 
The difference between the effective income tax rate 
and the statutory income tax rate was mainly due to 
the preferential income tax rate, which was lower than 
the statutory income tax rate, enjoyed by some of our 
branches with operations in the western region of China 
and some of our subsidiaries.

Profit Attributable To Equity Holders of the 
Company

In 2014, profit attributable to equity holders of the 
Company was RMB17,680 million, an increase of 0.8% 
from RMB17,545 million in 2013.

Investment in establishing China Tower 
Corporation Limited

In order to promote the joint construction and 
sharing of telecommunications infrastructure facilities 
and further increase the operating efficiency and 
corporate value, the Company, China United Network 
Communications Corporation Limited and China 
Mobile Communication Company Limited entered into 
a Promoters’ Agreement for China Communications 
Facilities Services Corporation Limited in July 2014 to 
establish China Communications Facilities Services 
Corporation Limited (currently renamed as “China 
Tower Corporation Limited”). The registered share 
capital of China Tower Corporation Limited is RMB10 
billion, of which RMB2,990 million was contributed by 
the Group, representing a shareholding percentage of 
29.9%. The related subscription had been fully paid by 
the end of 2014.

Capital Expenditure and Cash Flows

Capital Expenditure

In 2014, the Group reasonably controlled 4G 
investment pace with regard to LTE hybrid network trial 
approval progress and adjusted the structure of capital 
expenditure. On the basis of the launch of the LTE 
hybrid network trial, the Group proactively invested in 
4G auxiliary facilities and further upgraded the access 
bandwidth capability of the fibre network in cities 
to ensure the return on investment. In 2014, capital 
expenditure of the Group was RMB76,889 million, a 
decrease of 3.9% from RMB79,992 million in 2013.

Profit attributable to 
equity holders of
the Company

MILLION

RMB
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Cash Flows

In 2014, net increase in cash and cash equivalents for the Group was RMB4,370 million, while the net decrease in 
cash and cash equivalents was RMB13,960 million in 2013.

The following table sets forth the cash flow position of the Group in 2013 and 2014:

For the year ended 31 December
(RMB millions) 2014 2013

   
Net cash flow from operating activities 96,405 88,351
Net cash used in investing activities (81,708) (107,948)
Net cash (used in)/from financing activities (10,327) 5,637   
Net increase/(decrease) in cash and cash equivalents 4,370 (13,960)   

In 2014, the net cash inflow from operating activities 
was RMB96,405 million, an increase of RMB8,054 
million from RMB88,351 million in 2013. The increase 
was mainly due to the increase in operating revenues 
and the decrease in payment of expenses related to 
operating activities.

In 2014, the net cash outflow used in investing activities 
was RMB81,708 million, a decrease of RMB26,240 
million from RMB107,948 million in 2013. The 
decrease was mainly due to the payment of part of the 
consideration of Mobile Network Acquisition in 2013.

In 2014, the net cash outflow used in financing activities 
was RMB10,327 million. In 2013, the net cash inflow 
from financing activities was RMB5,637 million. The 
reason of the fluctuation was mainly due to the fact that 
the Group repaid part of short-term loans.

Working Capital

The Group consistently upheld prudent financial 
principles and strict fund management policies. At 
the end of 2014, the Group’s working capital (total 
current assets minus total current liabilities) deficit 
was RMB146,782 million, a decrease in deficit of 
RMB533 million from RMB147,315 million in 2013. 
As at 31 December 2014, the Group’s unutilised 
credit facilities were RMB130,488 million (2013: 
RMB157,694 million). Given the stable net cash inflow 
from operating activities and our sound credit record, 
the Group has sufficient working capital to satisfy the 
operation requirement. At the end of 2014, the Group’s 
cash and cash equivalents amounted to RMB20,436 
million, amongst which cash and cash equivalents 
denominated in Renminbi accounted for 93.1% (2013: 
94.3%).
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Assets and Liabilities

In 2014, the Group continued to maintain a solid financial position. At the end of 2014, the total assets of the Group 
increased to RMB561,274 million from RMB543,239 million at the end of 2013, while total indebtedness decreased to 
RMB106,552 million from RMB110,377 million at the end of 2013. The ratio of the Group’s total indebtedness to total 
assets decreased to 19.0% at the end of 2014 from 20.3% at the end of 2013.

Indebtedness

The indebtedness analysis of the Group as of the end of 2013 and 2014 is as follows:

For the year ended 31 December
(RMB millions) 2014 2013

   
Short-term debt 43,976 27,687
Long-term debt maturing within one year 82 20,072
Long-term debt and deferred consideration due to 

China Telecommunications Corporation 62,494 62,617
Finance lease obligations (including current portion) – 1   
Total debt 106,552 110,377   

By the end of 2014, the total indebtedness of the Group 
was RMB106,552 million, a decrease of RMB3,825 
million from the end of 2013. This is mainly due to the 
repayment of medium-term notes amounting to RMB20 
billion and part of short-term loans, and the issuance 
of super short-term commercial papers amounting to 
RMB19 billion in total. Of the total indebtedness of the 
Group, loans denominated in Renminbi, US Dollars and 
Euro accounted for 99.2% (2013: 99.1%), 0.5% (2013: 
0.5%), and 0.3% (2013: 0.4%), respectively. 41.3% 
(2013: 43.3%) of this indebtedness are loans with 

fixed interest rates, while the remainders are loans with 
floating interest rates.

As at 31 December 2014, the Group did not pledge 
any assets as collateral for debt (2013: Nil).

Most of the Group’s revenue receipts from and 
payments made for its business were denominated in 
Renminbi, therefore the Group did not have significant 
risk exposure to foreign exchange fluctuations.

Contractual Obligations

(RMB millions) Total

1 January
2015 –

31 December
2015

1 January
2016 –

31 December
2016

1 January
2017 –

31 December
2017

1 January
2018 –

31 December
2018

1 January
2019 –

31 December
2019 Thereafter

        
Short-term debt 44,133 44,133 – – – – –
Long-term debt and payable 72,517 3,243 3,243 64,953 77 77 924
Operating lease commitments 9,139 2,635 1,921 1,389 1,021 678 1,495
Capital commitments 7,165 7,165 – – – – –        
Total contractual obligations 132,954 57,176 5,164 66,342 1,098 755 2,419        

Note: Amounts of short-term debt, and long-term debt and payable include recognised and unrecognised interest payable, and are not 
discounted.
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The Board of Directors (the “Board”) of China Telecom 
Corporation Limited (the “Company”) hereby presents 
its report together with the audited financial statements 
of the Company and its subsidiaries (collectively, the 
“Group”) prepared in accordance with the International 
Financial Reporting Standards for the year ended 31 
December 2014.

Principal Business

The principal business of the Company and the Group 
is the provision of basic communications services 
including comprehensive wireline telecommunications 
services, mobile telecommunications services, value-
added services such as Internet access services, 
integrated information services and other related 
services within the service area of the Group.

Results

Results of the Group for the year ended 31 December 
2014 and the financial position of the Company and the 
Group as at that date are set out in the audited financial 
statements on pages 120 to 193 of this annual report.

Dividend

The Board proposes a final dividend in the amount 
equivalent to HK$0.095 per share (pre-tax), totalling 
approximately RMB6,085 million for the year ended 
31 December 2014. The dividend proposal will be 
submitted for consideration at the Annual General 
Meeting to be held on 27 May 2015. Dividends will 
be denominated and declared in Renminbi. Dividends 
for holders of domestic shares and the holders of the 
Company’s H shares through the Southbound Trading 

Link (the “Southbound Shareholders”) will be paid in 
Renminbi, whereas dividends for H share shareholders 
other than the Southbound Shareholders will be paid in 
Hong Kong dollars. The relevant exchange rate will be 
the average offer rate of Renminbi to Hong Kong dollars 
as announced by the People’s Bank of China for the 
week prior to the date of declaration of dividends at the 
Annual General Meeting. The proposed final dividends 
are expected to be paid on or about 17 July 2015 upon 
approval at the Annual General Meeting. 

Pursuant to the Enterprise Income Tax Law of the 
People’s Republic of China and the Implementation 
Rules of the Enterprise Income Tax Law of the People’s 
Republic of China in 2008, the Company shall be 
obliged to withhold and pay 10% enterprise income tax 
when it distributes the proposed 2014 final dividends 
to non-resident enterprise shareholders of overseas 
H shares (including HKSCC Nominees Limited, other 
corporate nominees or trustees, and other entities or 
organisations) whose names appear on the Company’s 
H share register of members on 8 June 2015.

According to regulations by the State Administration 
of Taxation (Guo Shui Han [2011] No.348) and 
relevant laws and regulations, if the individual H share 
shareholders who are Hong Kong or Macau residents 
and those whose country of domicile is a country which 
has entered into a tax treaty with the PRC stipulating 
a dividend tax rate of 10%, the Company will finally 
withhold and pay individual income tax at the rate of 
10% on behalf of the individual H share shareholders. 
If the individual H share shareholder whose country 
of domicile is a country which has entered into a tax 
treaty with the PRC stipulating a dividend tax rate of 
less than 10%, the Company will finally withhold and 
pay individual income tax at the rate of 10% on behalf 
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of the individual H share shareholder. If the individual 
H share shareholder whose country of domicile is a 
country which has entered into a tax treaty with the 
PRC stipulating a dividend tax rate of more than 10% 
but less than 20%, the Company will withhold and pay 
individual income tax at the actual tax rate stipulated 
in the relevant tax treaty. If the individual H share 
shareholder whose country of domicile is a country 
which has entered into a tax treaty with the PRC 
stipulating a dividend tax rate of 20%, or a country 
which has not entered into any tax treaties with the 
PRC, or under any other circumstances, the Company 
will withhold and pay individual income tax at the rate of 
20% on behalf of the individual H share shareholders.

The Company will determine the country of domicile 
of the individual H share shareholders based on 
the registered address as recorded in the register 
of members of the Company on 8 June 2015 (the 
“Registered Address”). If the country of domicile of 
an individual H share shareholder is not the same as 
the Registered Address or if the individual H share 
shareholder would like to apply for a refund of the 
additional amount of tax finally withheld and paid, the 
individual H share shareholder shall notify and provide 
relevant supporting documents to the Company on 
or before Tuesday, 2 June 2015. Upon examination 
of the supporting documents by the relevant tax 
authorities, the Company will follow the guidance 
given by the tax authorities to implement relevant tax 
withholding and payment provisions and arrangements. 
Individual H share shareholders may either personally 
or appoint a representative to attend to the procedures 
in accordance with the requirements under the tax 
treaties notice if they do not provide the relevant 
supporting documents to the Company within the time 
period stated above.

For investors of the Shanghai Stock Exchange (including 
enterprises and individuals) investing in the H shares of 
the Company listed on Hong Kong Stock Exchange (the 
“Southbound Trading Link”), the Shanghai branch of 
China Securities Depository and Clearing Corporation 
Limited, as the nominee of the holders of H shares 
under the Southbound Trading Link, will receive 
all dividends distributed by the Company and will 
distribute the dividends to the relevant investors of H 
shares under the Southbound Trading Link through its 
depositary and clearing system.

According to the relevant provisions under the “Notice 
on Tax Policies for Shanghai-Hong Kong Stock 
Connect Pilot Programme (Cai Shui [2014] No. 81)”, 
the Company shall withhold individual income tax at 
the rate of 20% with respect to dividends received by 
the Mainland individual investors for investing in the 
H shares of the Company listed on the Hong Kong 
Stock Exchange through the Southbound Trading 
Link. In respect of the dividends for the investment by 
Mainland securities investment funds in the H shares 
of the Company listed on Hong Kong Stock Exchange 
through the Southbound Trading Link, the tax levied 
on dividends derived from such investment shall be 
ascertained by reference to the rules applicable to 
the treatment of individual investors. The Company 
is not required to withhold income tax on dividends 
derived by the Mainland enterprise investors under 
the Southbound Trading Link, and such enterprises 
shall report the income and make tax payment by 
themselves. The record date for entitlement to the 
shareholders’ rights and the relevant arrangements of 
dividend distribution for the Southbound Shareholders 
are the same as those for the Company’s H share  
shareholders.

The Company assumes no responsibility and disclaims 
all liabilities whatsoever in relation to the tax status or 
tax treatment of the individual H share shareholders and 
for any claims arising from any delay in or inaccurate 
determination of the tax status or tax treatment of the 
individual H share shareholders or any disputes over 
the withholding mechanism or arrangements.
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On 29 May 2014, the fourth session of the Board 
expired. The members of the fourth session of the 
Board, namely, Mr. Wu Jichuan, Mr. Qin Xiao and Mr. 
Xie Liang retired as the Directors of the Company. 
The remaining Directors from the fourth session of 
the Board, namely, Mr. Wang Xiaochu, Mr. Yang Jie, 
Madam Wu Andi, Mr. Zhang Jiping, Mr. Yang Xiaowei, 
Mr. Sun Kangmin, Mr. Ke Ruiwen, Mr. Tse Hau Yin, 
Aloysius, Madam Cha May Lung, Laura and Mr. Xu 
Erming all continued to serve their duties as Directors 
for the fifth session of the Board after election at the 
Annual General Meeting held on 29 May 2014. On the 

same day, Mr. Zhu Wei and Madam Wang Hsuehming 
were elected as Directors of the fifth session of the 
Board as from 29 May 2014 at that Annual General 
Meeting. On 12 December 2014, the Board appointed 
Mr. Chen Zhongyue as the Executive Vice President of 
the Company. On 10 February 2015, Madam Wu Andi 
retired from her positions as an Executive Director, 
Executive Vice President and Chief Financial Officer of 
the Company due to her age. On 17 February 2015, 
the Board appointed Mr. Yung Shun Loy, Jacky as the 
Deputy Chief Financial Officer of the Company.

Directors and Senior Management of the Company

The following table sets out certain information of the Directors and senior management of the Company as at the 
date of this Report:

Name Age Position in the Company Date of Appointment
    
Wang Xiaochu 56 Chairman and Chief Executive Officer 20 December 2004    
Yang Jie 52 Executive Director, President and 

Chief Operating Officer
20 October 2004

    
Zhang Jiping 59 Executive Director and Executive Vice President 10 September 2002    
Yang Xiaowei 51 Executive Director and Executive Vice President 9 September 2008    
Sun Kangmin 57 Executive Director and Executive Vice President 20 October 2004    
Ke Ruiwen 51 Executive Director and Executive Vice President 30 May 2012    
Zhu Wei 46 Non-executive Director 29 May 2014    
Tse Hau Yin, Aloysius 67 Independent Non-executive Director 9 September 2005    
Cha May Lung, Laura 65 Independent Non-executive Director 9 September 2008    
Xu Erming 65 Independent Non-executive Director 9 September 2005    
Wang Hsuehming 65 Independent Non-executive Director 29 May 2014    
Gao Tongqing 51 Executive Vice President 21 June 2013    
Chen Zhongyue 43 Executive Vice President 12 December 2014    
Yung Shun Loy, Jacky 52 Deputy Chief Financial Officer, 

Qualified Accountant and Company Secretary
1 February 2005
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Supervisors of the Company

The following table sets out certain information of the Supervisors of the Company as at the date of this Report:

Name Age Position in the Company Date of Appointment
    
Tang Qi 56 Supervisor (Employee Representative) 19 August 2013    
Zhang Jianbin 49 Supervisor (Employee Representative) 16 October 2012    
Hu Jing 39 Supervisor 16 October 2012    

On 29 May 2014, the fourth session of the Supervisory 
Committee expired. Madam Zhu Lihao, a member of 
the fourth session of the Supervisory Committee, retired 
as a Supervisor of the Company. Supervisors of the 
fourth session of the Supervisory Committee, namely, 
Mr. Shao Chunbao, Mr. Hu Jing and Mr. Du Zuguo, 
continued to serve as Supervisors of the fifth session of 
the Supervisory Committee after election at the Annual 
General Meeting held on 29 May 2014. On the same 
day, Mr. Tang Qi and Mr. Zhang Jianbin continued 
to be elected by the employees of the Company 
democratically as an Employee Representative 
Supervisor. On 18 February 2015, due to adjustment 

of work division, Mr. Shao Chunbao resigned from 
his position as a Supervisor and the Chairman of the 
Supervisory Committee of the Company. On 12 March 
2015, Mr. Du Zuguo resigned from his position as 
a Supervisor of the Company due to adjustment of 
work division. Mr. Sui Yixun and Mr. Ye Zhong have 
been nominated as Supervisors of the Company. The 
resolutions in relation to the proposed appointment of 
Mr. Sui Yixun and Mr. Ye Zhong as the Supervisors of 
the Company are subject to the shareholders’ approval 
at the Annual General Meeting for the year 2014 to be 
held on 27 May 2015.

Share Capital

The share capital of the Company as at 31 December 2014 was RMB80,932,368,321, divided into 80,932,368,321 
shares of RMB1.00 each. As at 31 December 2014, the share capital of the Company comprised:

Share category

Number of shares
as at 

31 December 2014

Percentage of the
total number of shares

in issue as at
31 December 2014

(%)
   
Domestic shares (total): 67,054,958,321 82.85   
Domestic shares held by:   

China Telecommunications Corporation 57,377,053,317 70.89   
Guangdong Rising Assets Management Co., Ltd. 5,614,082,653 6.94   
Zhejiang Financial Development Company 2,137,473,626 2.64   
Fujian Investment & Development Group Co., Ltd 969,317,182 1.20   
Jiangsu Guoxin Investment Group Co., Ltd. 957,031,543 1.18   

Total number of H shares (including ADSs) 13,877,410,000 17.15   
Total 80,932,368,321 100.00   
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Material Interests and Short Positions 
in Shares and Underlying Shares of the 
Company

As at 31 December 2014, the interests or short 
position of persons who are entitled to exercise or 
control the exercise of 5% or more of the voting power 

at any of the Company’s general meetings (excluding 
the Directors and Supervisors) in the shares and 
underlying shares of equity derivatives of the Company 
as recorded in the register required to be maintained 
under Section 336 of the Securities and Futures 
Ordinance (the “SFO”) are as follows:

Name of shareholders Number of shares Type of shares

Percentage of 
the respective 
type of shares

Percentage of
the total

number of
shares in issue Capacity      

China Telecommunications 
Corporation

57,377,053,317 
(Long Position)

Domestic shares 85.57% 70.89% Beneficial owner

      
Guangdong Rising Assets 

Management Co., Ltd.
5,614,082,653 
(Long Position)

Domestic shares 8.37% 6.94% Beneficial owner

      
JPMorgan Chase & Co. 1,792,139,463

(Long Position)
H shares 12.91% 2.21% 214,254,302 shares as beneficial 

owner; 449,228,000 shares 
as investment manager; 
32,000 shares as trustee 
(other than bare trustee) 
and 1,128,625,161 shares 
as custodian corporation/
approved lending agent      

25,638,482 
(Short Position)

H shares 0.18% 0.03% Beneficial owner

      
1,128,625,161 

(Shares available
for lending)

H shares 8.13% 1.39% Custodian corporation/
approved lending agent

      
Commonwealth 

Bank of Australia
1,380,231,874
(Long Position)

H shares 9.95% 1.71% Interest of controlled corporation

      
BlackRock, Inc. 1,129,819,307

(Long Position)
H shares 8.14% 1.40% Interest of controlled corporation

      
4,344,000

(Short Position)
H shares 0.03% 0.01% Interest of controlled corporation

      
The Capital Group 

Companies Inc.
971,875,000

(Long Position)
H shares 7.00% 1.20% Interest of controlled corporation

      
Templeton Investment 

Counsel, LLC
694,547,094

(Long Position)
H shares 5.00% 0.86% Investment manager
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Save as stated above, as at 31 December 2014, in the 
register required to be maintained under Section 336 of 
the SFO, no other persons were recorded to hold any 
interests or short positions in the shares or underlying 
shares of the equity derivatives of the Company.

Directors’ and Supervisors’ Interests 
and Short Positions in Shares, 
Underlying Shares and Debentures

As at 31 December 2014, none of the Directors and 
Supervisors of the Company had any interests or 
short positions in the shares, underlying shares of 
equity derivatives or debentures of the Company or its 
associated corporations (as defined in Part XV of the 
SFO) as recorded in the register required to be
maintained under section 352 of the SFO or as 
otherwise notified to the Company and The Stock 
Exchange of Hong Kong Limited pursuant to the Model 
Code for Securities Transactions by Directors of Listed 
Issuers.

As at 31 December 2014, the Company had not 
granted its Directors or Supervisors, or their respective 
spouses or children below the age of 18 any rights to 
subscribe for the shares or debentures of the Company 
or any of its associated corporations and none of them 
has ever exercised any such right.

Directors’ and Supervisors’ Interests in 
Contracts

For the year ended 31 December 2014, none of the 
Directors and Supervisors of the Company had any 
material interest, whether directly or indirectly, in any of 
the contracts of significance entered into by the
Company, any of its holding companies or subsidiaries 
or subsidiaries of the Company’s holding company, 
apart from their service contracts. None of the Directors 
and Supervisors of the Company has entered into 
any service contract which is not determinable by 
the Company within one year without payment of 
compensation (other than statutory compensation).

Emoluments of the Directors and 
Supervisors

Please refer to note 29 of the audited financial 
statements for details of the emoluments of all Directors 
and Supervisors of the Company in 2014.

Purchase, Sale and Redemption of 
Shares

Neither the Company nor any of its subsidiaries has 
purchased, sold or redeemed any securities of the 
Company during the reporting period.
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Public Float

As at the date of this Report, based on the information 
that is publicly available to the Company and within 
the knowledge of the Directors, the Company has 
maintained the prescribed public float under the Listing 
Rules and as agreed with The Stock Exchange of Hong 
Kong Limited.

Summary of Financial Information

Please refer to pages 194 to 195 of this annual report 
for a summary of the operating results, assets and 
liabilities of the Group for each of the years in the five-
year period ended 31 December 2014.

Bank Loans and Other Borrowings

Please refer to note 16 of the audited financial 
statements for details of bank loans and other 
borrowings of the Group.

Capitalised Interest

Please refer to note 27 of the audited financial 
statements for details of the Group’s capitalised interest 
for the year ended 31 December 2014.

Fixed Assets

Please refer to note 4 of the audited financial 
statements for movements in the fixed assets of the 
Group for the year ended 31 December 2014.

Reserves

Pursuant to Article 147 of the Company’s articles of 
association (the “Articles of Association”), where the 
financial statements prepared in accordance with the 
China Accounting Standards for Business Enterprises 
and regulations, materially differ from those prepared in 
accordance with either the International Financial
Reporting Standards, or accounting standards at a 
place outside the PRC where the Company’s shares 
are listed, the distributable profit for the relevant 
accounting period shall be deemed to be the lesser 
of the amounts shown in those respective financial 
statements. Distributable reserves of the Company as 
at 31 December 2014, calculated on the above basis 
and before deducting the proposed final dividends for 
2014, amounted to RMB93,224 million.

Please refer to note 21 of the audited financial 
statements for details of the movements in the reserves 
of the Company and the Group for the year ended 31 
December 2014.

Donations

For the year ended 31 December 2014, the Group 
made charitable and other donations with a total 
amount of RMB23 million.
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Subsidiaries and Associated 
Companies

Please refer to note 8 and note 9 of the audited financial 
statements for details of the Company’s subsidiaries 
and the Group’s interests in associated companies as 
at 31 December 2014.

Changes in Equity

Please refer to the consolidated statement of 
changes in equity as contained in the audited financial 
statements of this year (page 125 of this annual report).

Retirement Benefits

Please refer to note 38 of the audited financial 
statements for details of the retirement benefits 
provided by the Group.

Stock Appreciation Rights

Please refer to note 39 of the audited financial 
statements for details of the stock appreciation rights 
offered by the Company.

Pre-Emptive Rights

There are no provisions for pre-emptive rights in the 
Articles of Association requiring the Company to offer 
new shares to the existing shareholders in proportion to 
their shareholdings.

Major Customers and Suppliers

For the year ended 31 December 2014, sales to the 
five largest customers of the Group accounted for an 
amount no more than 30% of the operating revenues of 
the Group.

For the year ended 31 December 2014, purchases 
from the five largest suppliers of the Group accounted 
for approximately 35.0% of the total annual purchases 
of the Group.

For the year ended 31 December 2014, purchases 
from the Group’s largest supplier accounted for 
approximately 10.5% of the total annual purchases of 
the Group.

The amount of the Group’s annual purchases mainly 
includes terminals purchases, equipment purchases 
and investments in infrastructure.

To the knowledge of the Board, no Director of the 
Company, their associates, or any person holding more 
than 5% of the issued share capital in the Company 
has any interests in such suppliers.

Material Development of the Company

Please refer to the respective sections in the Chairman’s 
Statement, Business Review and Financial Review for 
the details relating to the material development of the 
Company in 2014.
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Continuing Connected Transactions

The following table sets out the amounts of continuing connected transactions between the Group and China 
Telecommunications Corporation for the year ended 31 December 2014:

Transactions
Transaction 

Amounts

Annual
monetary cap
for continuing

connected
transactions

(RMB millions) (RMB millions)
   
Net transaction amount of centralised services 246 900   
Net expenses for interconnection settlement 346 1,000   
Mutual leasing of properties 734 1,100   
Provision of IT services by China Telecommunications Corporation and its 

subsidiaries (except for the Group) (the “China Telecom Group”)1 1,171 1,400   
Provision of IT services by the Group 167 600   
Provision of supplies procurement services by China Telecom Group 3,729 5,000   
Provision of supplies procurement services by the Group 3,089 5,000   
Provision of engineering services by China Telecom Group 15,478 16,000   
Provision of community services by China Telecom Group 2,885 3,800   
Provision of ancillary telecommunications services by China Telecom Group 11,549 15,000   
Provision of Internet applications channel services by the Group 366 800   

1 China Telecommunications Corporation is a controlling shareholder of the Company. Each of China Telecommunications Corporation 
and its subsidiaries (except for the Group) constitutes a connected person of the Company under the Listing Rules.
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Centralised Services Agreement

Pursuant to the centralised services agreement signed 
between the Company and China Telecommunications 
Corporation on 10 September 2002 and the
related supplemental agreements subsequently 
entered into between the two parties (collectively, the 
“Centralised Services Agreement”), centralised
services include centralised business management and 
operational services provided by the Group to China 
Telecommunications Corporation in relation to key 
corporate customers, its network management centre 
and business support centre. Centralised services
also include the provision of certain premises by China 
Telecommunications Corporation to the Group and 
the common use of international telecommunications 
facilities by both parties. In accordance with the 
Centralised Services Agreement, the aggregate costs 
incurred by the Group and China Telecommunications 
Corporation for the provision of management and 
operation services will be apportioned between the 
Group and China Telecommunications Corporation on 
a pro rata basis according to the revenues generated 
by each party. Where the Group uses the premises 
provided by China Telecommunications Corporation, 
the Group will pay premises usage fees to China 
Telecommunications Corporation on a pro rata basis 
according to the apportioned actual area allocated to
the Group. The premises usage fees shall be 
determined through negotiation between the two 
parties based on comparable market rates. When 
both parties use international telecommunications 
facilities provided by third parties and accept services 
by such third parties (for example, restoration 
maintenance costs, the annual utilisation fee and 

related service costs) and when both parties use the 
international telecommunications facilities of China 
Telecommunications Corporation, the associated 
costs shall be shared on a pro rata basis according 
to volume of the inbound and outbound voice calls 
to and from international regions, Hong Kong, Macau 
and Taiwan originating from each party divided by the 
proportion of the aggregate volume of the inbound and 
outbound voice calls to and from international regions, 
Hong Kong, Macau and Taiwan originating from 
both parties. When the two parties use international 
telecommunications facilities provided by a third party 
and accept restoration maintenance costs, such fees 
shall be determined according to the actual utilisation 
fee each year. The utilisation fee associated with the 
shared use of the international telecommunications 
facilities provided by China Telecommunications 
Corporation shall be determined through negotiation 
between the two parties based on market rates.

The Company and China Telecommunications 
Corporation agreed on 22 August 2012 to renew the 
Centralised Services Agreement in accordance with 
its provisions for a further term of three years expiring 
on 31 December 2015. No later than 30 days prior 
to the expiry of the Centralised Services Agreement, 
the Company is entitled to serve a written notice to 
China Telecommunications Corporation to renew the 
Centralised Services Agreement, and the parties shall
consult and decide on matters relating to such renewal.
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Interconnection Settlement Agreement

Pursuant to the interconnection settlement 
agreement signed between the Company and China 
Telecommunications Corporation on 10 September 
2002 and the related supplemental agreements 
subsequently entered into between the two parties 
(collectively, the “Interconnection Settlement 
Agreement”), the telephone operator connecting a 
telephone call made to its local access network shall 
be entitled to receive from the operator from which 
the telephone call originated a fee prescribed by the 
Ministry of Industry and Information Technology from 
time to time, which is currently RMB0.06 per minute. 
Interconnection charges are RMB0.06 per minute 
for local calls originated from the Group to China 
Telecommunications Corporation. The settlement 
regions include Beijing Municipality, Tianjin Municipality, 
Hebei Province, Heilongjiang Province, Jilin Province, 
Liaoning Province, Shanxi Province, Henan Province, 
Shandong Province, Inner Mongolia Autonomous 
Region and Xizang Autonomous Region.

The Company and China Telecommunications 
Corporation agreed on 22 August 2012 to renew the 
Interconnection Settlement Agreement in accordance 
with its provisions for a further term of three years 
expiring on 31 December 2015. No later than 30 days 
prior to the expiry of the Interconnection Settlement 
Agreement, the Company is entitled to serve a written 
notice to China Telecommunications Corporation to 
renew the Interconnection Settlement Agreement, 
and the parties shall consult and decide on matters 
relating to such renewal. In addition, the Company 
and China Telecommunications Corporation have 
agreed that interconnection settlement charges will 

be calculated according to the rules and regulations 
of the relevant telecommunications regulators. If 
the telecommunications regulators amend existing, 
or promulgate new rules or regulations in respect 
of the interconnection settlement, the parties shall 
apply such amended or new rules and regulations as 
acknowledged by both parties.

Property Leasing Framework Agreement

Pursuant to the property leasing framework 
agreement signed between the Company and China 
Telecommunications Corporation on 30 August 2006 
and the related supplemental agreement subsequently 
entered into between the two parties (collectively, the 
“Property Leasing Framework Agreement”), the Group 
and China Telecommunications Corporation and/
or its associates can lease properties from the other 
party for use as business premises, offices, equipment 
storage facilities and sites for network equipment. The 
rental charges under the Property Leasing Framework 
Agreement shall be determined according to market 
rates with reference to the standards set forth by local 
pricing authorities. The rental charges are subject to 
review every three years.

The Company and China Telecommunications 
Corporation agreed on 22 August 2012 to renew the 
Property Leasing Framework Agreement in accordance 
with its provisions for a further term of three years 
expiring on 31 December 2015. No later than 30 days 
prior to the expiry of the Property Leasing Framework 
Agreement, the Company is entitled to serve a written 
notice to China Telecommunications Corporation to 
renew the Property Leasing Framework Agreement, 
and the parties shall consult and decide on matters 
relating to such renewal.
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IT Services Framework Agreement

Pursuant to the IT services framework agreement 
signed between the Company and China 
Telecommunications Corporation on 30 August 2006 
and the related supplemental agreements subsequently 
entered into between the two parties (collectively, the 
“IT Services Framework Agreement”), the Group and 
China Telecommunications Corporation and/or its 
associates can provide the other party with information 
technology services, including office automation 
and software testing. Each of the Group and China 
Telecommunications Corporation and/or its associates 
is entitled to participate in bidding for the right to 
provide information technology services to the other 
party in accordance with the IT Services Framework 
Agreement. The charges payable for such services 
shall be determined by reference to the market rates or 
rates obtained through a tender process. If the terms 
offered by the Group or China Telecommunications 
Corporation and/or its associates are no less favourable 
than those offered by an independent third-party 
provider, the Group or China Telecommunications 
Corporation and/or its associates may award the tender 
to the other party.

The Company and China Telecommunications 
Corporation agreed on 22 August 2012 to renew the 
IT Services Framework Agreement in accordance with 
its provisions for a further term of three years expiring 
on 31 December 2015. No later than 30 days prior to 
the expiry of the IT Services Framework Agreement, 
the Company is entitled to serve a written notice to 
China Telecommunications Corporation to renew the IT 
Services Framework Agreement, and the parties shall 
consult and decide on matters relating to such renewal.

Community Services Framework Agreement 

Pursuant to the community services framework 
agreement signed between the Company and China 
Telecommunications Corporation on 30 August 2006 
and the related supplemental agreements subsequently 
entered into between the two parties (collectively, 
the “Community Services Framework Agreement”), 
China Telecommunications Corporation and/or its 
associates provide the Group with community services 
such as culture, education, property management, 
vehicle service, health and medical care, hotel and 
conference service, community and sanitary service. 
The community services under the Community Services 
Framework Agreement are provided at:

(1) the government-prescribed prices (if any);

(2) where there are no government-prescribed prices 
but there are government-guided prices, the 
government-guided prices;

(3) where there are neither government-prescribed 
prices nor government-guided prices, the market 
prices. Market prices shall mean the prices at 
which the same type of services are provided by 
independent third parties in the ordinary course of 
business; or

(4) where none of the above is applicable, the prices 
are to be agreed between the parties based on the 
reasonable costs incurred in providing the services 
plus reasonable profit margin (for this purpose, 
“reasonable costs” means such costs as confirmed 
by both parties after negotiations).
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The Company and China Telecommunications 
Corporation agreed on 22 August 2012 to renew 
the Community Services Framework Agreement in 
accordance with its provisions for a further term of three 
years expiring on 31 December 2015. No later than 
30 days prior to the expiry of the Community Services 
Framework Agreement, the Company is entitled to 
serve a written notice to China Telecommunications 
Corporation to renew the Community Services
Framework Agreement, and the parties shall consult 
and decide on matters relating to such renewal.

Supplies Procurement Services Framework 
Agreement

Pursuant to the supplies procurement services 
framework agreement signed between the Company 
and China Telecommunications Corporation on 30 
August 2006 and the related supplemental agreements 
subsequently entered into between the two parties 
(collectively, the “Supplies Procurement Services 
Framework Agreement”), China Telecommunications 
Corporation and/or its associates and the Group 
provide each other with supplies procurement services, 
including comprehensive procurement services, the 
sale of proprietary telecommunications equipment, 
resale of third-party equipment, management of 
tenders, verification of technical specifications, storage, 
transportation and installation services.

Where the procurement services are provided on an 
agency basis, the maximum commission for such 
procurement services shall be calculated at:

(1) not more than 1% of the contract value for 
procurement of imported telecommunications 
supplies; or

(2) not more than 3% of the contract value for the 
procurement of domestic telecommunications 
supplies and domestic non-telecommunications 
supplies.

The pricing basis of the services for the provision of 
supplies procurement other than on an agency basis 
under the Supplies Procurement Services Framework 
Agreement is the same as those set out in the 
Community Services Framework Agreement.

The Company and China Telecommunications 
Corporation agreed on 22 August 2012 to renew the 
Supplies Procurement Services Framework Agreement 
in accordance with its provisions for a further term 
of three years expiring on 31 December 2015. No 
later than 30 days prior to the expiry of the Supplies 
Procurement Services Framework Agreement, the 
Company is entitled to serve a written notice to China 
Telecommunications Corporation to renew the Supplies 
Procurement Services Framework Agreement, and the 
parties shall consult and decide on matters relating to 
such renewal.
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Engineering Framework Agreement

Pursuant to the engineering framework agreement 
signed between the Company and China 
Telecommunications Corporation on 30 August 2006
and the related supplemental agreements subsequently 
entered into between the two parties (collectively, 
the “Engineering Framework Agreement”), China 
Telecommunications Corporation and/or its associates 
through bids provide to the Group services such as 
construction, design, equipment installation and testing 
and/or engineering project supervision services. The 
charges payable for such engineering services shall be 
determined by reference to market rates. The charges 
payable for the design or supervision of engineering 
projects with a value of over RMB500,000 or 
engineering construction projects with a value of over 
RMB2 million shall be determined by the tender award 
price.

The Group does not accord any priority to China 
Telecommunications Corporation and/or its 
associates to provide such services, and the 
tender may be awarded to an independent third 
party. However, if the terms of an offer from China 
Telecommunications Corporation and/or its associates 
are at least as favourable as those offered by other 
tenderers, the Group may award the tender to China 
Telecommunications Corporation and/or its associates.

The Company and China Telecommunications 
Corporation agreed on 22 August 2012 to renew the 
Engineering Framework Agreement in accordance with 
its provisions for a further term of three years expiring 
on 31 December 2015. No later than 30 days prior to 
the expiry of the Engineering Framework Agreement, 
the Company is entitled to serve a written notice to 
China Telecommunications Corporation to renew the
Engineering Framework Agreement, and the parties 
shall consult and decide on matters relating to such 
renewal.

Ancillary Telecommunications Services 
Framework Agreement

Pursuant to the ancillary telecommunications services 
framework agreement signed between the Company 
and China Telecommunications Corporation on 30 
August 2006 and the related supplemental agreements 
subsequently entered into between the two parties 
(collectively, the “Ancillary Telecommunications Services 
Framework Agreement”), China Telecommunications 
Corporation and/or its associates provide the Group 
with certain repair and maintenance services, including 
repair of telecommunications equipment, maintenance 
of fire equipment and telephone booths, as well 
as other customer services. The pricing terms for 
such services are the same as those set out in the 
Community Services Framework Agreement.
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The Company and China Telecommunications 
Corporation agreed on 22 August 2012 to renew the 
Ancillary Telecommunications Services Framework 
Agreement in accordance with its provisions for a 
further term of three years expiring on 31 December 
2015. No later than 30 days prior to the expiry of the 
Ancillary Telecommunications Services Framework 
Agreement, the Company is entitled to serve a written 
notice to China Telecommunications Corporation to 
renew the Ancillary Telecommunications Services 
Framework Agreement, and the parties shall consult 
and decide on matters relating to such renewal.

Internet Applications Channel Services 
Framework Agreement

Pursuant to the Internet Applications Channel Services 
Framework Agreement signed between the Company 
and China Telecommunications Corporation on 16 
December 2013, the Company agreed to provide 
Internet applications channel services to China 
Telecommunications Corporation and/or its associates. 
The channel services mainly include the provision of 
telecommunications channel and applications support 
platform, provision of billing and deduction services, 
coordination of sales promotion and development of 
customers services, etc.

The charges payable for the services under the Internet 
Applications Channel Services Framework Agreement 
are calculated on the following basis:

(1) the government-prescribed prices (if any);

(2) where there are no government-prescribed prices 
but there are government-guided prices, the 
government-guided prices;

(3) where there are neither government-prescribed 
prices nor government-guided prices, the market 
prices. Market prices shall mean the prices at 
which the same type of services are provided by 
independent third parties in the ordinary course of 
business; or

(4) where none of the above is applicable, the prices 
are to be agreed between the parties based on the 
reasonable costs incurred in providing the services 
plus reasonable profit margin (for this purpose, 
“reasonable costs” means such costs as confirmed 
by both parties after negotiations).

The Internet Applications Channel Services Framework 
Agreement became effective from 1 January 2014 
and will expire on 31 December 2015. No later than 
30 days prior to the expiry of the Internet Applications 
Channel Services Framework Agreement, the 
Company is entitled to serve a written notice to China 
Telecommunications Corporation to renew the Internet 
Applications Channel Services Framework Agreement, 
and the parties shall consult and decide on matters 
relating to such renewal.

The Company confirms that it has complied with the 
disclosure requirements in accordance with Chapter 
14A of the Listing Rules in respect of the above 
connected transactions.
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The Company’s auditor was engaged to report on the 
Group’s continuing connected transactions for the 
year ended 31 December 2014 in accordance with 
the Hong Kong Standard on Assurance Engagements 
3000 “Assurance Engagements Other Than Audits or 
Reviews of Historical Financial Information” and with 
reference to Practice Note 740 “Auditor’s Letter on 
Continuing Connected Transactions under the Hong 
Kong Listing Rules” issued by the Hong Kong Institute 
of Certified Public Accountants.

The Independent Non-executive Directors of the 
Company have confirmed that all continuing connected 
transactions for the year ended 31 December 2014 to 
which the Group was a party:

1. had been entered into, and the agreements 
governing those transactions were entered into, 
by the Group in the ordinary and usual course of 
business;

2. had been entered into either:

(i) on normal commercial terms or better; or

(ii) if there are not sufficient comparable 
transactions to judge whether they are on normal 
commercial terms, on terms no less favourable 
to the Company than those available to or (if 
applicable) from independent third parties; and

3. had been entered into in accordance with the 
relevant terms that are fair and reasonable and 
in the overall interests of the shareholders of the 
Company as a whole.

The Independent Non-executive Directors have further 
confirmed that:

The values of continuing connected transactions for the 
year ended 31 December 2014 entered into between 
the Group and its connected persons which are subject 
to annual caps have not exceeded their respective 
annual caps.

The auditors of the Group have reviewed the continuing 
connected transactions of the Group for the year ended 
31 December 2014 and have confirmed to the Board 
that the transactions:

1. have received the approval of the Board;

2. have been entered into in accordance with the 
pricing policies as stated in the relevant agreements; 
and

3. have been entered into in accordance with the terms 
of the agreements governing such transactions; and 
the values of continuing connected transactions 
entered into between the Group and its connected 
persons which are subject to annual caps have not 
exceeded their respective annual caps.

Compliance with the Corporate 
Governance Code

Please refer to the “Corporate Governance Report” 
set out on page 78 to 98 of this 2014 annual report 
of the Company for details of our compliance with the 
Corporate Governance Code.
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Material Legal Proceedings

As at 31 December 2014, the Company was not 
involved in any material litigation or arbitration, and as 
far as the Company is aware, no material litigation or 
claims were pending or threatened or made against the 
Company.

Auditors

Deloitte Touche Tohmatsu and Deloitte Touche 
Tohmatsu Certified Public Accountants LLP were 
appointed as the international and domestic auditors of 
the Company, respectively for the year ended 31
December 2014. Deloitte Touche Tohmatsu has 
audited the accompanying financial statements, 
which have been prepared in accordance with the 
International Financial Reporting Standards. The 
Company has appointed Deloitte Touche Tohmatsu 
and Deloitte Touche Tohmatsu Certified Public 
Accountants LLP since 29 May 2013. The relevant re-
appointment of Deloitte Touche Tohmatsu and Deloitte 
Touche Tohmatsu Certified Public Accountants LLP 
as the Company’s international and domestic auditors, 
respectively for the year ending 31 December 2015 
will be proposed to the Annual General Meeting of the 
Company to be held on 27 May 2015.

By Order of the Board
Wang Xiaochu
Chairman and Chief Executive Officer

Beijing, PRC
18 March 2015
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During the reporting period, all members of the 
Supervisory Committee acted in accordance with the
Company Law of the People’s Republic of China and 
the Articles of Association of the Company, followed 
the principles of integrity and diligently carried out their 
supervisory function to safeguard the interests of
shareholders, the Company and the employees.

I. The work status of the Supervisory 
Committee of the Company

During the reporting period, the Supervisory Committee 
held two meetings. At the seventh meeting of the 
Fourth Session of the Supervisory Committee held 
in March 2014, the Supervisory Committee reviewed 
and approved six agenda items, including the financial 
statements for the year 2013, the independent auditor’s 
report, the profit distribution and dividend proposal, 
the Supervisory Committee’s report for the year 2013, 
the working plan of the Supervisory Committee for the 
year 2014, the change of session of the Supervisory 
Committee of the Company and passed the relevant 
resolutions. Regarding major adjusted items, changes 
in assets, the rectification of problems discovered 
during the audit and the internal control assessment, 
changes in related party transactions and the relevant 
management and control, the Supervisory Committee 
has communicated with the Finance Department, 
Internal Audit Department and external auditors and 
raised certain recommendations. On 29 May 2014, the 
supervisors duly signed to approve the appointment of 
Mr. Shao Chunbao as the Chairman of the fifth session 
of the Supervisory Committee. At the first meeting of 
the Fifth Session of the Supervisory Committee held 
in August 2014, the Supervisory Committee reviewed 
and approved the interim financial statements and 
the independent auditor’s review report for the six 
months ended 30 June 2014. Regarding changes in 
major figures in the reports, review of interim financial 
statements, the effect of replacing business tax with 
value-added tax and the relevant remedial measures 
and the growth of ICT business, the Supervisory 

Committee has communicated with the Finance 
Department, Internal Audit Department, external 
auditors and raised certain recommendations. During 
the reporting period, members of the Supervisory 
Committee supervised the major decision-making 
process of the Company and the performance of 
duties by the members of the Board and the senior 
management through their attendance at the relevant 
meetings such as Board meetings and meetings of the 
Audit Committee.

II. The overall assessment of 
the operation management and 
performance during the reporting 
period

The Supervisory Committee believes that during the 
reporting period, all members of the Board and
members of senior management have complied with 
rules and regulations, upheld the principles of diligence 
and integrity, safeguarded the interests of shareholders, 
fulfilled their responsibilities fully in accordance with
the Articles of Association of the Company, diligently 
implemented the resolutions of the Shareholders’ 
General Meetings and the Board meetings, and 
strictly complied with the relevant regulations for listed 
companies. The Supervisory Committee has not
observed any behaviours that breached the laws, 
rules, and Articles of Association of the Company, or 
damaged the interests of shareholders.

During the reporting period, in the face of a number 
of prominent changes in the external environment, the 
Company rose to the challenges and firmly upheld 
the main theme of “reform and innovation, open 
cooperation, enhancement in quality and efficiency”. 
Through promoting a transformation in development 
models and an Internet-oriented transformation, 
the promotion of rapid development of 4G services, 
the acceleration of the transformation and upgrade 
of its fundamental services and the market-driven 
development of its emerging businesses, the increase 
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in the magnitude of the reform and innovation and open 
cooperation, the Company strived to achieve stable 
growth in its operating results. In 2014, the operating 
revenues of the Company reached RMB324.4 billion, 
an increase of 0.9% from last year. The service 
revenues reached RMB287.4 billion, an increase 
of 3% over last year, ranking first in the industry in 
respect of revenue growth rate. The proportion of 
service revenues attributable to emerging businesses 
reached 29%, an increase of 5 percent points over last 
year and our business structure was continually and 
rapidly optimised. EBITDA was RMB94.9 billion with 
EBITDA margin of 33%. Profit attributable to the equity 
holders of the Company reached RMB17.7 billion, 
representing an increase of 0.8% from last year. Free 
cash flows amounted to RMB12.5 billion. In summary, 
the Company accurately grasped the trends in mobile 
Internet development and the integrated development 
of the industry. The operational efficiency was steadily 
improved. The core competitiveness was continually 
strengthened and the corporate development is full 
of vitality. Meanwhile, while conscientiously fulfilling its 
responsibility to shareholders, the Company voluntarily 
committed itself to the sustainable economic, social and 
environmental development and persisted in as well as 
excelled in fulfilling its social responsibilities, such as its 
own corporate responsibilities, responsibilities towards 
customers, responsibilities towards employees, 
environmental responsibilities and public welfare 
responsibilities.

III. The independent opinion on the 
relevant matters during the reporting 
period

1. The opinion raised by the Supervisory 
Committee on the compliance of the 
operation of the Company with laws and 
regulations
Pursuant to the relevant laws and regulations of the 
PRC, the Supervisory Committee monitored the 
convening procedures and resolutions of the meetings 

of the Board, the implementation by the Board of the 
resolutions approved by the Shareholders’ General 
Meetings, the performance of duties by the Company’s 
senior management, and the Company’s management 
policies. The Supervisory Committee is of the view that 
the Directors and the senior management, in performing 
their duties, strictly complied with the relevant rules
and regulations, safeguarded the lawful interests of the 
Company and the shareholders as a whole, especially 
those of the minority shareholders, actively promoted 
the regulated operations of the Company, enhanced 
the level of governance of the Company, followed lawful 
procedures in their decision-making, implemented 
resolutions of the Shareholders’ General Meetings,and 
the Supervisory Committee was not aware of any 
behaviours of the Directors or the senior management 
which violated the laws, regulations, the Articles of 
Association of the Company or were detrimental to the 
interests of the Company.

2. The opinion raised by the Supervisory 
Committee on the financial implementations 
of the Company
Through the supervision and inspection of the 
Company’s financial policies and financial condition, 
the Supervisory Committee is of the view that the 
Company is able to strictly comply with the regulatory 
requirements such as section 404 of the US Sarbanes-
Oxley Act and to continue to enhance its internal 
controls over financial reporting, while effectively 
controlling and managing the Company in accordance 
with rules and regulations. Upon the review of the 
unqualified financial statements for the year 2014 and 
other relevant information, which were prepared in 
accordance with the China Accounting Standards for 
Business Enterprises and the International Financial 
Reporting Standards as audited by PRC certified 
accountants and international auditors of the Company, 
the Supervisory Committee is of the opinion that 
the financial statements truly and fairly reflect the 
Company’s financial condition, operating results and 
cash flows.
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In 2015, the Supervisory Committee will continue 
to strictly adhere to the Articles of Association of 
the Company and relevant regulations, assume 
its responsibility to protect the interests of the 
shareholders and the Company, monitor the Company 
to fulfill its commitment to its shareholders. The 
Supervisory Committee will focus on the Company’s 
implementation of important measures in the process 
of promoting comprehensive deepening reform and 
the acceleration of the Internet-oriented transformation, 
and will further broaden the planning of the work of the 
Supervisory Committee and strengthen its efforts in 
monitoring so as to protect the interests of all investors.

By Order of the Supervisory Committee
Tang Qi
Zhang Jianbin
Hu Jing
Supervisors of the Supervisory Committee

Beijing, PRC
18 March 2015



CHINA TELECOM CORPORATION LIMITED ANNUAL REPORT 2014 CHINA TELECOM CORPORATION LIMITED ANNUAL REPORT 201476 77

RECOGNITION & AWARDS

776 777CHINA TELECOM CORPORATION LIMITED    ANNUAL REPORT 2014 CHINA TELECOM CORPORATION LIMITED    ANNUAL REPORT 201476 77

For further information, 
please browse our website at 
www.chinatelecom-h.com/en/
company/awards.php


