THIS CIRCULAR IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in any doubt as to any aspect of this Circular or as to the action to be taken, you should consult a licensed securities
dealer or other registered institution in securities, a bank manager, solicitor, professional accountant or other professional adviser.

If you have sold or otherwise transferred all your shares in China Unicom Limited, you should at once hand this Circular together
with the accompanying form of proxy to the purchaser or the transferee or to the licensed securities dealer or registered institution
in securities or other agent through whom the sale or transfer was effected for transmission to the purchaser or the transferee.

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this Circular, makes no representation as
to its accuracy or completeness and expressly disclaims any liability whatsoever for any loss howsoever arising from or in reliance
upon the whole or any part of the contents of this Circular.

This Circular appears for information purposes only and does not constitute an invitation or offer to acquire, purchase or subscribe
for securities of China Unicom Limited.
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(1) VERY SUBSTANTIAL ACQUISITION RELATING TO
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CHINA NETCOM GROUP CORPORATION (HONG KONG) LIMITED
BY WAY OF A SCHEME OF ARRANGEMENT OF
CHINA NETCOM GROUP CORPORATION (HONG KONG) LIMITED
UNDER SECTION 166 OF THE HONG KONG COMPANIES ORDINANCE

(2) MANDATE TO ISSUE CHINA UNICOM LIMITED SHARES
(3) ADOPTION OF SPECIAL PURPOSE UNICOM SHARE OPTION SCHEME
(4) NEW CONTINUING CONNECTED TRANSACTIONS
(5) PROPOSED AMENDMENT TO ARTICLES OF ASSOCIATION
(6) PROPOSED CHANGE OF COMPANY NAME
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CHINA INTERNATIONAL CAPITAL
CORPORATION (HONGKONG) LIMITED

Independent Financial Adviser to the Independent Board Committee,
the Unicom Shareholders and the Independent Unicom Shareholders

All capitalised terms used in this Circular have the meanings set out in the section headed “Definitions” on pages 1 to 9 of this
Circular.

A letter from the Board is set out on pages 10 to 56 of this Circular. A letter from the Independent Board Committee containing
its advice to the Unicom Shareholders and the Independent Unicom Shareholders on the terms of the relevant Non-exempt New
Continuing Connected Transactions is set out on pages 57 and 58 of this Circular. A letter from Merrill Lynch, the independent
financial adviser to the Independent Board Committee, the Unicom Shareholders and Independent Unicom Shareholders, containing
its advice to the Independent Board Committee, the Unicom Shareholders and the Independent Unicom Shareholders on the terms
of the relevant Non-exempt New Continuing Connected Transactions is set out on pages 59 to 71 of this Circular.

A notice convening the Unicom EGM to be held at The Island Ballroom B, Level 5, Island Shangri-La Hotel, Hong Kong, Two
Pacific Place, Supreme Court Road, Central, Hong Kong on Tuesday, 16 September 2008 at 5:00 p.m. (or immediately after the
conclusion or adjournment of the First Unicom EGM) is set out on pages N-1 to N-4 of this Circular. Whether or not you are able
to attend the Unicom EGM, you are requested to complete and return the enclosed form of proxy in accordance with the instructions
printed on it as soon as practicable and in any event by not later than 48 hours before the time appointed for holding the Unicom
EGM. The completion and return of the form of proxy will not preclude you from attending and voting in person at the Unicom
EGM should you so wish.

15 August 2008



FORWARD-LOOKING STATEMENTS

FORWARD-LOOKING STATEMENTS

All statements, other than statements of historical facts included in this Circular, are or may be
forward-looking statements. Forward-looking statements include, but are not limited to, those using words such
as “seek”, “expect”, “anticipate”, “estimate”, “believe”, “intend”, “project”, “plan”, “strategy”, “forecast” and
similar expressions or future or conditional verbs such as “will”, “would”, “should”, “could”, “may” and “might”.
These statements reflect Unicom’s current expectations, beliefs, hopes, intentions or strategies regarding the
future and assumptions in light of currently available information. Such forward-looking statements are not
guarantees of future performance or events and involve known and unknown risks and uncertainties.

Accordingly, actual results may differ materially from those described in such forward-looking statements
as a result of a number of factors, including, without limitation, any changes in the regulatory regime and
significant policies for the PRC telecommunications industry, including changes in the structure or functions of
the primary industry regulator, the Ministry of Industry and Information Technology (which has assumed the
regulatory functions of the former Ministry of Information Industry), or any changes in the regulatory policies
of the Ministry of Industry and Information Technology, the State-owned Assets Supervision and Administration
Commission and other relevant government authorities of the PRC; any decisions by the PRC government in
relation to the technology standards and licences of third generation mobile telecommunication; the results of the
on-going restructuring of the PRC telecommunications industry; any changes in the effects of competition on the
demand and price of Unicom’s and Netcom’s telecommunications services; the integration of Unicom and Netcom
following the implementation of the Scheme; any changes in telecommunications and related technologies and
applications based on such technologies; and any changes in political, economic, legal and social conditions in
the PRC including the PRC government’s policies with respect to economic growth, consolidations or
restructuring of and other structural changes in the PRC telecommunications industry, foreign exchange, foreign
investment and entry by foreign companies into the PRC telecommunications market. Investors in Unicom should
not place undue reliance on such forward-looking statements, and Unicom does not undertake any obligation to
update publicly or revise any forward-looking statements.
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DEFINITIONS

In this Circular, the following expressions have the meanings set out below unless the content requires

otherwise:

“2-Step Approach”

“3G”

“acting in concert”

“ADS Proposal”

“ADS Voting Instruction Card”

“ADSs”

“Amended 2006 Continuing
Connected Transactions”

“Announcement”

“Articles of Association”

“associate”
“Board”

“CDMA”

“CDMA Business”

the approach to be adopted in the entering into of all connected
transactions of Unicom that require the approval of the Independent
Unicom Shareholders, details of which are set out in paragraph 6(d)
headed “Amended 2006 Continuing Connected Transactions” in the
Letter from the Board

third generation mobile system, the next generation of mobile
network infrastructure that utilises the 2GHz spectrum

has the meaning given to it in the Takeovers Code

the proposal to the Netcom ADS Holders for the cancellation of the
Scheme Shares underlying their Netcom ADSs in exchange for 3.016
new Unicom ADSs for every Netcom ADS cancelled

the white voting instruction card for use by Unicom ADS Holders for
providing instructions to the Unicom Depositary as to how to vote
the Unicom Shares underlying their Unicom ADSs in connection
with the Unicom EGM

American Depositary Shares

the existing continuing connected transactions between Unicom and
its subsidiaries and Unicom Parent, which will be amended with
effect from the Effective Date to include CNC China as a party and
to facilitate the business and operations of the Enlarged Group,
which are described in paragraph 6(d) headed “Amended 2006
Continuing Connected Transactions” in the Letter from the Board

the announcement dated 2 June 2008 jointly issued by Unicom and
Netcom in relation to, among other things, the proposed merger of
Unicom and Netcom by way of a scheme of arrangement of Netcom
under Section 166 of the Hong Kong Companies Ordinance and the
Proposals

the articles of association of Unicom adopted on 1 June 2000 and
amended pursuant to a special resolution passed on 12 May 2004

has the meaning given to it in the Listing Rules
the board of directors of Unicom

Code Division Multiple Access technology, which is a digital
transmission technology that accommodates higher throughput by
using various coding sequences to mix and separate voice and data
signals for wireless communication

the CDMA business owned and operated by CUCL together with the
relevant assets of CUCL and the rights and liabilities of CUCL
relating to its CDMA subscribers and the shareholding interests of
Unicom in certain subsidiaries which operate CDMA-related
businesses



DEFINITIONS

“CDMA Business Disposal”

“CDMA Network Purchase
Option”

“China Netcom System
Integration”

“China Telecom”

“CICC”

“Circular”

“CNC China”

“Concert Party Agreement”

“connected person”

“Court Meeting”

“CUCL”

“Director(s)”

“Disinterested Netcom
Shareholders”

“Effective Date”

“Enlarged Group”

“Executive”

the proposed disposal by CUCL and Unicom of the CDMA Business
to China Telecom

the option granted by Unicom New Horizon to CUCL to purchase the
CDMA network pursuant to the terms set out in the Unicom CDMA
Lease

China Netcom Group System Integration Limited Corporation
r ] A A [ R AR AR A FR/A 7], a company established under the
laws of the PRC and an indirect wholly-owned subsidiary of Netcom

China Telecom Corporation Limited 9 [EH(Z WA BRA A, a joint
stock limited company incorporated under the laws of the PRC with
limited liability and whose shares and ADSs are listed on the Hong
Kong Stock Exchange and the New York Stock Exchange,
respectively

China International Capital Corporation (Hong Kong) Limited, the
lead financial adviser to Unicom in connection with the Proposals

this circular dated 15 August 2008

China Netcom (Group) Company Limited W [E 4% (4 H)
A R/ F], formerly known as China Netcom Corporation Limited, a
company established in the PRC with limited liability as a wholly
foreign owned enterprise and a wholly-owned subsidiary of Netcom

the agreement which is anticipated to be entered into between
Unicom BVI and Netcom BVI and pursuant to which they will
become parties acting in concert in respect of Unicom only after the
completion of the Scheme

has the meaning given to it in the Listing Rules

a meeting of the Netcom Shareholders convened at the direction of
the High Court at which the Scheme will be voted upon, which will
be held on 17 September 2008 at 4:00 p.m. (Hong Kong time), and
any adjournment thereof

China Unicom Corporation Limited ' F % 41 fR/A &), a company
incorporated in the PRC with limited liability and a wholly-owned
subsidiary of Unicom

director(s) of Unicom

Netcom Shareholders other than Unicom and those Netcom
Shareholders acting in concert with Unicom

the date on which the Scheme becomes effective in accordance with
the Hong Kong Companies Ordinance, which is expected to be 15
October 2008

the Unicom Group and the Netcom Group

the Executive Director of the Corporate Finance Division of the SFC
or any delegate of the Executive Director



DEFINITIONS

“Exempt Principal Traders”

“Existing Netcom Continuing
Connected Transactions”

“Existing Unicom Continuing
Transactions”

“Explanatory Statement”

“First Unicom EGM”

“Fully Diluted Netcom Share
Capital”

“GHz”

“GSM”

“HIBOR”
“High Court”
“HK$”

“Hong Kong”

“Hong Kong Companies
Ordinance”

“Hong Kong Stock Exchange”

“Independent Board
Committee”

certain members of the respective group of companies to which
JPMorgan and Citigroup belong holding Netcom Securities in their
capacity as exempt principal traders under the Takeovers Code

the existing continuing connected transactions of Netcom entered
into between Netcom and its subsidiaries and Netcom Parent, which
are described in paragraph 6(b) headed “Existing Netcom Continuing
Connected Transactions” in the Letter from the Board

the existing continuing transactions between CUCL and Netcom
Parent, which are described in paragraph 6(c) headed “Existing
Unicom Continuing Transactions” in the Letter from the Board

the explanatory statement set out on pages 57 to 93 of the Scheme
Document, which is set out in Appendix IV to this Circular, and
issued in compliance with Section 166A of the Hong Kong
Companies Ordinance

the extraordinary general meeting of Unicom to be held at 4:30 p.m.
on Tuesday, 16 September 2008 at the same place as the Unicom
EGM to consider and, if thought fit, to approve the CDMA Business
Disposal and the waiver of the CDMA Network Purchase Option and
the termination of the Unicom CDMA Lease

the total number of Netcom Shares in issue and which would be in
issue if all of the outstanding Netcom Options had been exercised

Gigahertz, a unit of measure of frequency; 1 GHz is equal to 1,000
MHz

global cellular system for mobile communications, being a digital
mobile cellular telephone system operating in the 900 MHz, 1800
MHz and 1900 MHz frequency band based on digital transmission
and cellular network architecture with roaming

Hong Kong Interbank Offered Rate

the High Court of Hong Kong

Hong Kong dollars, the lawful currency of Hong Kong
the Hong Kong Special Administrative Region of the PRC

Companies Ordinance, Chapter 32 of the Laws of Hong Kong

The Stock Exchange of Hong Kong Limited

the independent committee of the Board, which consists of all of the
independent non-executive Directors, being Mr. Wu Jinglian, Mr.
Shan Weijian, Mr. Cheung Wing Lam, Linus and Mr. Wong Wai
Ming, which has been established for the purpose of advising the
Unicom Shareholders and the Independent Unicom Shareholders on
the terms of the relevant Non-exempt New Continuing Connected
Transactions



DEFINITIONS

“Independent Unicom
Shareholders”
“JPMorgan”

“Last Trading Date”

“Latest Practicable Date”

“Letter from the Board”

“Listing Rules”

“Merrill Lynch”

“MHz”

“Netcom”

“Netcom ADS Deposit
Agreement”

“Netcom ADS Holders”

“Netcom ADSs”

“Netcom BVI”

“Netcom Depositary”

the Unicom Shareholders other than Unicom BVI and its associates

J.P. Morgan Securities (Asia Pacific) Limited, the financial adviser
to Unicom in connection with the Proposals

23 May 2008, being the last trading day prior to the suspension of
trading in Netcom Shares and Unicom Shares on the Hong Kong
Stock Exchange pending the issue of the Announcement

the latest practicable date prior to the printing of this Circular for the
purpose of ascertaining certain information contained herein, being
11 August 2008 (New York time) for information relating to the
Netcom ADSs and the Unicom ADSs and 12 August 2008 (Hong
Kong time) for other information

the letter from the Board set out on pages 10 to 56 of the Circular

Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited

Merrill Lynch (Asia Pacific) Limited, the independent financial
adviser to the Independent Board Committee, the Unicom
Shareholders and the Independent Unicom Shareholders on the terms
of the relevant Non-exempt New Continuing Connected Transactions

Megahertz, a unit of measure of frequency; 1 MHz is equal to one
million cycles per second

China Netcom Group Corporation (Hong Kong) Limited
R A48 A [ (B ) A BRA F], a company incorporated under the
laws of Hong Kong with limited liability and whose Netcom Shares
and Netcom ADSs are listed on the Hong Kong Stock Exchange and
the New York Stock Exchange, respectively

the Deposit Agreement dated 9 November 2004 entered into between
Netcom, the Netcom Depositary and all holders and beneficial
owners of Netcom ADSs

holders of Netcom ADSs

ADSs which are issued by the Netcom Depositary and traded on the
New York Stock Exchange, each representing ownership of 20
Netcom Shares

China Netcom Group Corporation (BVI) Limited
HEAEEBBVDAHRAF, a company incorporated under the
laws of the British Virgin Islands and the immediate controlling
shareholder of Netcom

Citibank, N.A., a national banking association organised under the
laws of the United States and acting in its capacity as depositary
under the Netcom ADS Deposit Agreement



DEFINITIONS

“Netcom EGM”

“Netcom Group”
“Netcom Optionholders”

“Netcom Options”

“Netcom Parent”

“Netcom Securities”

1

“Netcom Share Option Scheme’

“Netcom Shareholders”
“Netcom Shares”

“New Continuing Connected
Transactions”

“New Horizon
Communications”

“New Transfer Agreement”

“Non-exempt New Continuing
Connected Transactions”

the extraordinary general meeting of Netcom convened for the
implementation of the Scheme, which will be held on 17 September
2008 at 4:30 p.m. (Hong Kong time) (or immediately after the
conclusion or adjournment of the Court Meeting), and any
adjournment thereof

Netcom and its subsidiaries
holders of Netcom Options

outstanding options to acquire Netcom Shares granted under the
Netcom Share Option Scheme

China Network Communications Group Corporation M [ 4 4% %8 {5
£E 8~ 7], a state-owned enterprise established under the laws of the
PRC

Netcom Shares, Netcom ADSs, Netcom Options and any other
options, derivatives, warrants or other securities convertible or
exchangeable into Netcom Shares which are issued by Netcom

the Share Option Scheme adopted by Netcom on 30 September 2004,
as amended from time to time

holders of Netcom Shares
ordinary shares of US$0.04 each in the capital of Netcom

the new continuing connected transactions of Unicom with effect
from the Effective Date, comprising the Existing Netcom Continuing
Connected Transactions, the Existing Unicom Continuing
Transactions and the Amended 2006 Continuing Connected
Transactions

China Netcom Group New Horizon Communications Corporation
Limited "B 4@ 4 W KRB FE AR E(E AR, a  company
incorporated in the PRC and an indirect wholly-owned subsidiary of
Netcom

has the meaning given to it in paragraph 6(a) headed “Introduction”
in the Letter from the Board

(a) the Existing Netcom Continuing Connected Transactions
under:

(i) the Domestic Interconnection Settlement Agreement
2008-2010;

(i1) the International Long Distance Voice Services
Settlement Agreement 2008-2010; and

(iii) the Engineering and Information Technology Services
Agreement 2008-2010;



DEFINITIONS

“Option Proposal”

“Option Proposal Letter”

“Options Exercise Deadline”

“PRC” or “China”

“Proposals”

“Proposed Change of Company
Name”

“RMB”

“Scheme”

(b)  the Existing Unicom Continuing Transactions under:

(i) the Framework Agreement for Interconnection
Settlement; and

(ii) the Framework Agreement for Engineering and
Information Technology Services; and

(c) the Amended 2006 Continuing Connected Transactions
relating to the supply of telephone cards, interconnection
arrangements, provision of international telecommunications
network gateway, provision of operator-based value-added
services, provision of value-added telecommunications
services, provision of “10010/10011” customer services and
provision of agency services,

and in respect of the transactions set out in paragraphs (a)(i), (a)(ii),
(b)(i) and (c), no annual caps are to be proposed

the proposal to all of the Netcom Optionholders whereby they will be
granted Special Unicom Options in consideration for the
cancellation of their outstanding Netcom Options at the Scheme
Record Time

the letter setting out the terms of the Option Proposal and the details
of the Special Purpose Unicom Share Option Scheme sent separately
to the Netcom Optionholders

4:30 p.m. on Friday, 10 October 2008, being the latest time for
Netcom Optionholders to exercise their Netcom Options in order to
qualify for entitlements under the Scheme

the People’s Republic of China excluding, for the purpose of this
Circular only, Hong Kong, the Macau Special Administrative Region
of the PRC and Taiwan

the Share Proposal, the ADS Proposal and the Option Proposal and
the conditions thereof, as described in this Circular and in the
Scheme Document, which is set out in Appendix IV to this Circular,
and, in the case of the Option Proposal, in the Option Proposal Letter

the proposed change of Unicom’s company name, the details of
which are set out in paragraph 8 headed “Proposed Change of
Company Name” in the Letter from the Board

Renminbi, the lawful currency of the PRC

the scheme of arrangement under Section 166 of the Hong Kong
Companies Ordinance between Netcom and the Scheme
Shareholders involving the cancellation of all of the Scheme Shares,
details of which are set out on pages S-1 to S-6 of the Scheme
Document, which is set out in Appendix IV to this Circular, with or
subject to any modification thereof or addition thereto or condition
approved or imposed by the High Court



DEFINITIONS

“Scheme Document”

>

“Scheme Record Time’

“Scheme Shareholders”

“Scheme Shares”

“gEC”

“Second New Comprehensive
Services Agreement”

“See-Through Price”

“gREC”

“gFO”

“Share Exchange Ratio’

“Share Proposal”

“SK Telecom”

“Special Purpose Unicom Share

Option Scheme”

“Special Unicom Options”

“substantial shareholder”

“Takeovers Code”

the document dated 15 August 2008 jointly issued by Netcom and
Unicom in relation to the Scheme, including each of the letters,
statements, appendices and notices in it, which is set out in Appendix
IV to this Circular, as may be amended or supplemented from time
to time

5:00 p.m. (Hong Kong time) on a trading day of the Hong Kong
Stock Exchange and immediately preceding the Effective Date,
which is expected to be 14 October 2008

holders of the Scheme Shares

all the Netcom Shares in issue and such further Netcom Shares as
may be issued prior to the Scheme Record Time

the Securities and Exchange Commission in the United States

has the meaning given to it in paragraph 6(a) headed “Introduction”
in the Letter from the Board

the price of an outstanding Netcom Option determined by deducting
the exercise price of the relevant Netcom Option from the value of
HK$27.87 of a Scheme Share under the Share Proposal, being the
closing price of each Netcom Share of HK$27.05 on the Hong Kong
Stock Exchange on the Last Trading Date plus a 3% premium over
such closing price

Securities and Futures Commission in Hong Kong

Securities and Futures Ordinance, Chapter 571 of the Laws of Hong
Kong

the exchange ratio of 1.508 Unicom Shares for every Scheme Share
cancelled under the Scheme

the proposal to the Netcom Shareholders for the cancellation of all
of the Scheme Shares pursuant to the Scheme based on the Share
Exchange Ratio

SK Telecom Co., Ltd., a company incorporated in the Republic of
Korea with limited liability and listed on the Stock Market Division
of the Korea Exchange and whose ADSs are listed on the New York
Stock Exchange

a share option scheme containing substantially the same terms as the
Netcom Share Option Scheme, which is proposed to be adopted by
Unicom at the Unicom EGM, a summary of the principal terms of
which is set out in Appendix II to this Circular

options proposed to be granted by Unicom under the Special Purpose
Unicom Share Option Scheme to Netcom Optionholders pursuant to
the Option Proposal

has the meaning given to it in the Listing Rules

The Code on Takeovers and Mergers issued by the SFC



DEFINITIONS

“Telecoms Restructuring
Announcement”

“Telefonica”

“trading day”

“Unicom”

“Unicom A Share Company”

“Unicom ADS Deposit
Agreement”

“Unicom ADS Holders”

“Unicom ADSs”

“Unicom BVI”

“Unicom CDMA Lease”

“Unicom Depositary”

“Unicom EGM”

“Unicom Group”

“Unicom New Horizon”

“Unicom Optionholders”

has the meaning given to it in paragraph 2 headed “Background” in
the Letter from the Board

Telefénica Internacional, S.A.U., a company incorporated in Spain

a day on which the Hong Kong Stock Exchange is open for the
business of dealings in securities

China Unicom Limited WEBEBRMBARAF, a company
incorporated under the laws of Hong Kong with limited liability and
whose Unicom Shares and Unicom ADSs are listed on the Hong
Kong Stock Exchange and the New York Stock Exchange,
respectively

China United Telecommunications Corporation Limited
Hp 0 W A 5 AE A A BR 28 7, a company incorporated under the laws
of the PRC and whose shares are listed on the Shanghai Stock
Exchange

the Deposit Agreement dated 22 June 2000 entered into between
Unicom, the Unicom Depositary and all holders and beneficial
owners of Unicom ADSs

holders of Unicom ADSs

ADSs which are issued by the Unicom Depositary and traded on the
New York Stock Exchange, each representing ownership of 10
Unicom Shares

China Unicom (BVI) Limited " [E# BV AR/ A, a company
incorporated in the British Virgin Islands and the immediate
controlling shareholder of Unicom

the CDMA lease agreement dated 26 October 2006 entered into
between Unicom A Share Company (the rights and obligations of
Unicom A Share Company under this agreement were subsequently
transferred to CUCL), Unicom New Horizon and Unicom Parent,
pursuant to which Unicom New Horizon agreed to lease capacity on
the CDMA network to CUCL

The Bank of New York Mellon, a national banking association
organised under the laws of the United States and acting in its
capacity as depositary under the Unicom ADS Deposit Agreement

the extraordinary general meeting of Unicom, notice of which is set
out on pages N-1 to N-4 of this Circular, and any adjournment
thereof

Unicom and its subsidiaries

Unicom New Horizon Mobile Telecommunications Company
Limited Y7 IR 22 B B @ (5 FR/A 7, a company incorporated in
the PRC with limited liability and a wholly-owned subsidiary of

Unicom Parent

holders of Unicom Options



DEFINITIONS

“Unicom Options”

“Unicom Parent”

“Unicom Share Option
Schemes”

1

“Unicom Shareholders’
“Unicom Shares”

“United States” or “US”

“US Securities Act”

“US$7,

“op”

outstanding options to acquire Unicom Shares granted under the
Unicom Share Option Schemes

China United Telecommunications Corporation " [ 5 5 % {5 A R
Fl, a state-owned enterprise established under the laws of the PRC

the Pre-Global Offering Share Option Scheme and the Share Option
Scheme, both of which were adopted by Unicom on 1 June 2000, as
amended from time to time

holders of Unicom Shares

ordinary shares of HK$0.10 each in the capital of Unicom

the United States of America, its territories and possessions, any
State of the United States, and the District of Columbia

the US Securities Act of 1933, as amended, including the related
rules and regulations promulgated thereunder

United States dollars, the lawful currency of the United States

per cent.

This Circular contains translations between Renminbi and Hong Kong dollar amounts at RMB0.879 =

HK$1.00, being the exchange rate prevailing on 12 August 2008. The translations should not be taken as a

representation that the Renminbi could actually be converted into Hong Kong dollars at that rate or at all.

The English language text of this Circular and the accompanying form of proxy shall prevail over the

Chinese language text in the event of any inconsistency.
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(Stock Code: 0762)

Executive Directors: Registered Office:

Chang Xiaobing (Chairman) 75th Floor, The Center
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Zhang Junan

Non-Executive Directors:
Lu Jianguo
Lee Suk Hwan

Independent Non-Executive Directors:
Wu Jinglian
Shan Weijian
Cheung Wing Lam, Linus
Wong Wai Ming
15 August 2008

To the Unicom Shareholders
Dear Sir or Madam,
1. INTRODUCTION
The purpose of this Circular is to provide you with further information in relation to:
(1) the very substantial acquisition relating to the Proposals;
(2) the mandate to issue Unicom Shares;
(3) the adoption of the Special Purpose Unicom Share Option Scheme;
(4) the New Continuing Connected Transactions;
(5) the proposed amendment to the Articles of Association; and
(6) the Proposed Change of Company Name,

and to seek your approval for the resolutions set out in the notice of Unicom EGM on pages N-1 to N-4 of this

Circular.



LETTER FROM THE BOARD

On 2 June 2008, the boards of directors of Unicom and Netcom jointly announced that Unicom had formally
presented the Proposals to the board of directors of Netcom and requested the board of directors of Netcom to
put forward the Proposals to the Netcom Shareholders for consideration of the merger of Unicom and Netcom by
way of a scheme of arrangement of Netcom under Section 166 of the Hong Kong Companies Ordinance. As at
the date of this letter, Unicom neither owns nor has any interest in any Netcom Shares. The background to the
Proposals is set out in paragraph 2 headed “Background” below.

CICC is the lead financial adviser and JPMorgan is the financial adviser to Unicom in connection with the
Proposals.

The Proposals constitute a very substantial acquisition for Unicom under the Listing Rules and are subject
to the approval of the Unicom Shareholders.

In connection with the Proposals, Unicom will (a) allot and issue Unicom Shares as consideration for the
Share Proposal and the ADS Proposal and (b) adopt the Special Purpose Unicom Share Option Scheme and grant
Special Unicom Options pursuant to the Special Purpose Unicom Share Option Scheme as consideration for the
Option Proposal. The allotment and issue of the Unicom Shares and the adoption of the Special Purpose Unicom
Share Option Scheme are subject to the approval of the Unicom Shareholders.

Upon completion of the Proposals and the Scheme becoming effective, Netcom will become a
wholly-owned subsidiary of Unicom and Netcom BVI will have a shareholding interest in Unicom of
approximately 29.49% (assuming that none of the outstanding Unicom Options and Netcom Options are
exercised) or 28.98% (assuming that all of the outstanding Unicom Options and Netcom Options are exercised)
and therefore, Netcom BVI and its associates will become connected persons of Unicom. Accordingly, the
existing continuing connected transactions between Netcom and its subsidiaries, namely CNC China and China
Netcom System Integration (which will become subsidiaries of Unicom), and Netcom Parent will become new
continuing connected transactions of Unicom with effect from the Effective Date.

In addition, there are existing continuing transactions between certain subsidiaries of Unicom and Netcom
Parent. Upon completion of the Proposals and the Scheme becoming effective, such existing continuing
transactions will become new continuing connected transactions of Unicom with effect from the Effective Date.
CUCL and Netcom Parent have entered into certain framework agreements to record the principles governing, and
the principal terms of, such existing continuing transactions. Furthermore, the terms of the existing continuing
connected transactions between Unicom and Unicom Parent relating to the provision of services between the
parties are proposed to be amended with effect from the Effective Date to include CNC China as a party and to
facilitate the business and operations of the Enlarged Group.

Of the New Continuing Connected Transactions, the Non-exempt New Continuing Connected Transactions
(save for the Amended 2006 Continuing Connected Transactions relating to the supply of telephone cards,
interconnection arrangements, provision of international telecommunications network gateway, provision of
operator-based value-added services, provision of value-added telecommunications services, provision of
“10010/10011” customer services and provision of agency services, for which no annual caps are proposed) are
subject to the approval of the Unicom Shareholders. The Amended 2006 Continuing Connected Transactions
relating to the supply of telephone cards, interconnection arrangements, provision of international
telecommunications network gateway, provision of operator-based value-added services, provision of
value-added telecommunications services, provision of “10010/10011” customer services and provision of agency
services are subject to the approval of the Independent Unicom Shareholders.

The Independent Board Committee has been established to advise the Unicom Shareholders and the
Independent Unicom Shareholders, and Merrill Lynch has been appointed as the independent financial adviser to
advise the Independent Board Committee, the Unicom Shareholders and the Independent Unicom Shareholders,
in each case on the terms of the relevant Non-exempt New Continuing Connected Transactions. The text of the
letter from the Independent Board Committee is set out on pages 57 and 58 of this Circular and the text of the
letter of Merrill Lynch is set out on pages 59 to 71 of this Circular.
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In addition, the Board has proposed that the Articles of Association be amended to give the Board greater
flexibility to deal with any fractional Unicom Shares which arise as a result of an issue of Unicom Shares by
Unicom.

Furthermore, conditional upon the Scheme becoming effective, the Board has proposed that Unicom’s
company name be changed from “China Unicom Limited [ B3 R F” to “China Unicom (Hong
Kong) Limited H [B 1 & # 4% 4015 (5 i) B A FR/A 7] with effect from the Effective Date.

Each of the proposed amendment to the Articles of Association and the Proposed Change of Company Name
is subject to the approval of the Unicom Shareholders at the Unicom EGM by way of a special resolution.

None of the Unicom Shareholders has a material interest in the Proposals, the allotment and issue of the
Unicom Shares as consideration for the Share Proposal and the ADS Proposal, the adoption of the Special Purpose
Unicom Share Option Scheme, the transactions under the Domestic Interconnection Settlement Agreement
2008-2010, the Framework Agreement for Interconnection Settlement, the International Long Distance Voice
Services Settlement Agreement 2008-2010, the Engineering and Information Technology Services Agreement
2008-2010 and the Framework Agreement for Engineering and Information Technology Services, the proposed
amendment to the Articles of Association and the Proposed Change of Company Name. Accordingly, none of the
Unicom Shareholders are required to abstain from voting at the Unicom EGM on the resolutions relating to such
matters. However, notwithstanding the foregoing, an executive director of Netcom and an independent
non-executive director of Netcom who hold 602,000 Unicom Shares and 6,000 Unicom Shares, respectively, have
each undertaken to Netcom to abstain from voting at the Unicom EGM on the resolutions relating to such matters.

As at the Latest Practicable Date, Unicom BVI, a subsidiary of Unicom Parent, had a shareholding interest
in Unicom of approximately 71.17% and Unicom BVI and its associates (including Unicom Parent) are therefore
connected persons of Unicom. As Unicom BVI is regarded as having a material interest in the Amended 2006
Continuing Connected Transactions relating to the supply of telephone cards, interconnection arrangements,
provision of international telecommunications network gateway, provision of operator-based value-added
services, provision of value-added telecommunications services, provision of “10010/10011” customer services
and provision of agency services, Unicom BVI and its associates will abstain from voting on the resolution
relating to such matters. In addition, an executive director of Netcom and an independent non-executive director
of Netcom who hold 602,000 Unicom Shares and 6,000 Unicom Shares, respectively, have each undertaken to
Netcom to abstain from voting at the Unicom EGM on the resolution relating to such matters, notwithstanding
that they do not have a material interest in such matters.

2. BACKGROUND

On 24 May 2008, the Ministry of Industry and Information Technology, the National Development and
Reform Commission and the Ministry of Finance of the PRC jointly issued the Announcement on Deepening the
Reform of the Structure of the Telecommunications Sector (the “Telecoms Restructuring Announcement”) which
stated, among other things, (i) that the PRC government would deepen the reform of the structure of the
telecommunications sector and encourage the formation of three market competitors with each having nationwide
network resources, relatively comparable strength and scale as well as full service operation capabilities, (ii) that
the allocation of telecommunications resources would be further optimised and the competition structure would
be improved, and (iii) that three 3G licences would be granted once the contemplated restructuring had been
completed.

On 25 May 2008, in response to the Telecoms Restructuring Announcement, Unicom and Netcom separately
announced that they were in discussions regarding a merger.

As stated above, on 2 June 2008, the boards of directors of Unicom and Netcom jointly announced that

Unicom had formally presented the Proposals to the board of directors of Netcom and requested the board of
directors of Netcom to put forward the Proposals to the Netcom Shareholders for consideration.
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3. THE PROPOSALS

Unicom is making the Proposals on the terms and conditions set out in the Scheme Document. A summary
of the key terms and conditions of the Proposals is set out below. You are urged to read carefully the Scheme
Document, a copy of which is set out in Appendix IV to this Circular.

(a) The Share Proposal and the Scheme

The Share Proposal will be implemented by way of the Scheme. Under the Scheme, the Scheme Shares
(including the Netcom Shares to be issued pursuant to the exercise of the outstanding Netcom Options prior to
the Options Exercise Deadline) will be cancelled and, in consideration thereof, all of the Scheme Shareholders
whose names appear on the register of members of Netcom at the Scheme Record Time will be entitled, save as
regards fractional entitlements, to receive:

For every Scheme Share cancelled . . ... ....................... 1.508 new Unicom Shares

Under the Share Proposal, the share capital of Netcom will, on the Effective Date, be reduced by cancelling
and extinguishing the Scheme Shares. Immediately thereafter, the authorised share capital of Netcom will be
increased to the amount prior to the cancellation of the Scheme Shares by the creation of new Netcom Shares and
such Netcom Shares, being in the same number as the cancelled Scheme Shares, will be issued to Unicom and/or
its nominees at par, credited as fully paid with the reserve arising from the cancellation of the Scheme Shares.

The Share Exchange Ratio of 1.508 Unicom Shares for every Scheme Share cancelled was determined by
Unicom on the basis of the closing price of each Netcom Share of HK$27.05 on the Hong Kong Stock Exchange
on the Last Trading Date plus a 3% premium over such closing price, and the closing price of each Unicom Share
of HK$18.48 on the Hong Kong Stock Exchange on the Last Trading Date.

Following the completion of the Scheme, Unicom Shareholders and Unicom ADS Holders will own a
smaller percentage of Unicom than they currently own. For details on the issue of Unicom Shares as consideration
for the Share Proposal and the ADS Proposal, please refer to the discussion under paragraph 3(o) headed “Effects
of the Proposals on the Shareholding Structures of Netcom and Unicom” and paragraph 4 headed “Mandate to
Issue Unicom Shares” below.

(b) The ADS Proposal

Pursuant to the ADS Proposal, which is conditional upon the Scheme becoming effective, the Scheme
Shares underlying the Netcom ADSs will be cancelled along with all of the other Scheme Shares pursuant to the
Scheme and, in consideration thereof, all of the Netcom ADS Holders will be entitled to receive:

For every Netcom ADS cancelled . . . ........................... 3.016 new Unicom ADSs

As at the Latest Practicable Date, there were 7,098,720 Netcom ADSs outstanding. Each Netcom ADS
represents 20 Netcom Shares and each Unicom ADS represents 10 Unicom Shares.

The consideration for the ADS Proposal is equivalent to the consideration for the Share Proposal and is
calculated using the Share Exchange Ratio and taking into account the number of Netcom Shares represented by
a Netcom ADS and the number of Unicom Shares represented by a Unicom ADS.

(¢c) The Option Proposal

As at the Latest Practicable Date, there were 125,836,260 Netcom Options outstanding. If all of such
Netcom Options are exercised, a total of 125,836,260 Netcom Shares will be issued. If any Netcom Option is
exercised resulting in Netcom Shares being issued prior to or at the Scheme Record Time, such Netcom Shares
will constitute Scheme Shares and their holders will be eligible to receive the consideration for the cancellation
of their Scheme Shares under the Scheme.
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Pursuant to the Option Proposal, which is conditional upon the Scheme becoming effective, Unicom will
grant Netcom Optionholders Special Unicom Options in consideration for the cancellation of their outstanding
Netcom Options at the Scheme Record Time (whether vested or not). To the extent that Netcom Optionholders
do not exercise their outstanding Netcom Options prior to the Options Exercise Deadline, their Netcom Options
that remain outstanding at the Scheme Record Time (whether vested or not) will, subject to the Scheme becoming
effective, be cancelled by the board of directors of Netcom and such Netcom Optionholders will automatically
be granted Special Unicom Options in consideration for the cancellation of their outstanding Netcom Options.

The number of Special Unicom Options that will be granted to each Netcom Optionholder and the exercise
price of a Special Unicom Option will be determined in accordance with the formula set out below:

Number of Special Unicom Options = A x B
Exercise price of each Special Unicom Option = C / A
where:
A is the Share Exchange Ratio;

B is the number of outstanding Netcom Options held by a Netcom Optionholder at the Scheme Record Time;
and

C is the exercise price of an outstanding Netcom Option held by a Netcom Optionholder at the Scheme
Record Time.

The above formula ensures that the value of the Special Unicom Options received by a Netcom
Optionholder is equivalent to the “See-Through Price” of that Netcom Optionholder’s outstanding Netcom
Options, that is, the value determined by deducting the exercise price of the relevant Netcom Option from the
value of HK$27.87 of a Scheme Share under the Share Proposal, being the closing price of each Netcom Share
of HK$27.05 on the Hong Kong Stock Exchange on the Last Trading Date plus a 3% premium over such closing
price.

The Special Unicom Options will be granted by Unicom pursuant to the Special Purpose Unicom Share
Option Scheme, which is proposed to be adopted by Unicom at the Unicom EGM. Please refer to paragraph 5
headed “Adoption of Special Purpose Unicom Share Option Scheme” below for further details of the Special
Purpose Unicom Share Option Scheme.

(d) Total Consideration

On the basis of the value of HK$26.78 for every Scheme Share cancelled under the Share Proposal (being
the value of 1.508 Unicom Shares based on the weighted average traded price of each Unicom Share of HK$17.76
on the Hong Kong Stock Exchange on the Last Trading Date), the entire issued share capital of 6,699,197,200
Netcom Shares as at the Last Trading Date (assuming that none of the outstanding Netcom Options as at the Last
Trading Date had been exercised) would be valued at approximately HK$179,404,501,016 and the Fully Diluted
Netcom Share Capital of 6,825,034,460 Netcom Shares as at the Last Trading Date would be valued at
approximately HK$182,774,422,839.

On the basis of the value of HK$23.55 for every Scheme Share cancelled under the Share Proposal (being
the value of 1.508 Unicom Shares based on the weighted average traded price of each Unicom Share of HK$15.62
on the Hong Kong Stock Exchange on the Latest Practicable Date), the entire issued share capital of
6,699,197,200 Netcom Shares as at the Latest Practicable Date (assuming that none of the outstanding Netcom
Options as at the Latest Practicable Date had been exercised) would be valued at approximately
HK$157,766,094,060 and the Fully Diluted Netcom Share Capital of 6,825,033,460 Netcom Shares as at the
Latest Practicable Date would be valued at approximately HK$160,729,537,983.

— 14 —
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(e) New Unicom Shares and New Unicom ADSs

Unicom will seek the approval of the Unicom Shareholders at the Unicom EGM for the allotment and issue
by Unicom of Unicom Shares pursuant to the Share Proposal and the ADS Proposal. Please refer to paragraph 4
headed “Mandate to Issue Unicom Shares” below for further details.

The Unicom Shares and the Unicom ADSs to be issued pursuant to the Share Proposal and the ADS
Proposal, respectively, will be issued free from all liens, charges and encumbrances and together with all rights
attaching to them, including the right to receive all dividends and other distributions, if any, declared, made or
paid on or after the date of their issue and will rank pari passu with the existing Unicom Shares and Unicom
ADSs, respectively.

The Unicom Shares to be issued pursuant to the Share Proposal and the ADS Proposal, including the
Unicom Shares underlying the Unicom ADSs to be issued pursuant to the ADS Proposal, will be issued in reliance
upon the exemption from the registration requirements of the US Securities Act provided by Section 3(a)(10)
thereof.

An application will be made to the Hong Kong Stock Exchange for the listing of, and permission to deal
in, the Unicom Shares to be issued pursuant to the Share Proposal and the ADS Proposal and the Unicom Shares
to be issued upon the exercise of the Special Unicom Options. In addition, Unicom will make an application to
the New York Stock Exchange to list the Unicom ADSs representing the Unicom Shares to be issued pursuant to
the ADS Proposal.

(f)  Fractions

Under the Share Proposal and the ADS Proposal, fractions of Unicom Shares and Unicom ADSs will not
be issued to the Scheme Shareholders and the Netcom ADS Holders, respectively. Fractional entitlements of
Scheme Shareholders to Unicom Shares will be aggregated and sold in the market with the proceeds paid to
Unicom for its own benefit. Fractional entitlements of Netcom ADS Holders to Unicom ADSs will be aggregated
and sold with the proceeds paid, after deduction of the fees and expenses of the seller, to the respective Netcom
ADS Holders.

Under the Option Proposal, fractions of Special Unicom Options will not be granted to the Netcom
Optionholders.

(g) Undertakings

Netcom BVI has given an irrevocable undertaking to Unicom to vote in favour of all of the resolutions for
the approval of the Scheme and any related matters for its implementation to be proposed at the Court Meeting
and the Netcom EGM. Netcom BVI is legally and beneficially interested in an aggregate of 4,647,449,014 Netcom
Shares, representing approximately 69.37% of the issued share capital of Netcom as at the Latest Practicable
Date. Under the irrevocable undertaking, Netcom Parent has also undertaken to use its best endeavours to procure
the performance by Netcom BVI of its obligations under the irrevocable undertaking.

Netcom BVI has also received an irrevocable instruction to vote in favour of all of the resolutions for the
approval of the Scheme and any related matters for its implementation at the Court Meeting and the Netcom EGM
in respect of the 149,683,549 Netcom Shares, representing approximately 2.23% of the issued share capital of
Netcom as at the Latest Practicable Date, which Netcom BVI holds as trustee on behalf of a state-owned entity.

In addition, Telefénica has given an irrevocable undertaking to Unicom to vote in favour of all of the
resolutions for the approval of the Scheme and any related matters for its implementation to be proposed at the
Court Meeting and the Netcom EGM in respect of its holding of 333,971,305 Netcom Shares, representing
approximately 4.99% of the issued share capital of Netcom as at the Latest Practicable Date.

Under the terms of the irrevocable undertakings given by Netcom BVI and Telefénica and the irrevocable
instruction received by Netcom BVI, all of them would lapse (a) if the Announcement had not been released by
30 June 2008 or (b) if Unicom announced, with the consent of the Executive and before the posting of the Scheme
Document, that it did not intend to proceed with the Scheme or (c) if the Scheme lapses or is withdrawn in
accordance with its terms or (d) in the event of a higher competing offer for Netcom made by a third party.
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In addition to these conditions, the undertakings given by Netcom BVI and the irrevocable instruction
received by Netcom BVI would also lapse if the Scheme is not approved at the Court Meeting or the Netcom
EGM. Furthermore, the undertaking given by Telefénica would likewise lapse (a) if the Scheme is not approved
at the Court Meeting or the Netcom EGM by 30 November 2008 or (b) if since the date of the undertaking, there
is been a material adverse change in the business, financial or trading position of Unicom or (c) in the event that
the independent financial adviser appointed by the independent board committee of Netcom did not render an
opinion that the Proposals were fair and reasonable.

(h) Possible Concert Party Agreement

Each of Unicom and Netcom has been informed by Unicom BVI and Netcom BVI, respectively, that they
are not and have never been parties acting in concert with each other or with or in respect of either Unicom or
Netcom. Each of Unicom and Netcom has further been informed that Unicom BVI and Netcom BVI intend to enter
into the Concert Party Agreement upon or shortly after the last occurrence of (i) the Proposals and the issue of
Unicom Shares being duly approved by the requisite majority of the Unicom Shareholders at the Unicom EGM,
(ii) the Scheme being duly approved by the requisite majority of the Disinterested Netcom Shareholders other
than the Exempt Principal Traders at the Court Meeting and (iii) the special resolutions being duly passed with
the requisite majority of the Netcom Shareholders at the Netcom EGM. Pursuant to the Concert Party Agreement,
Unicom BVI and Netcom BVI will agree to cooperate actively to obtain or consolidate control of Unicom
following the completion of the Scheme. Thus, Unicom BVI and Netcom BVI will only become parties acting in
concert in respect of Unicom following the completion of the Scheme but not before. In addition, following the
completion of the Scheme, Unicom BVI and Netcom BVI will also be presumed to be acting in concert with each
other in respect of Unicom pursuant to class (1) of the definition of “acting in concert” in the Takeovers Code.

On 26 May 2008, the State-owned Assets Supervision and Administration Commission notified each of
Unicom Parent and Netcom Parent, the respective ultimate parent companies of Unicom and Netcom, that, among
other things, it may, depending on the outcome of any proposed merger of Unicom and Netcom, consider a merger
of Unicom Parent and Netcom Parent. Each of Unicom Parent and Netcom Parent has confirmed to Unicom and
Netcom, respectively, that it has not received any notice or other indication and that it is not otherwise aware of
the timing or any term of or condition to such merger. On this basis, any merger of Unicom Parent and Netcom
Parent will not result in any change of control of Unicom or Netcom and will not give rise to any implication
under Rule 26 of the Takeovers Code.

(i) Conditions of the Proposals and the Scheme

The Share Proposal and the Scheme are subject to the satisfaction or waiver, as applicable, of the conditions
set out in paragraph 4 headed “Conditions of the Proposals and the Scheme” in the Explanatory Statement on
pages 62 to 65 of the Scheme Document, which is set out in Appendix IV to this Circular. All of these conditions
will have to be satisfied or waived, as applicable, on or before 30 November 2008 (or such later date as Unicom
and Netcom may agree and the High Court may allow), otherwise the Proposals, including the Scheme, will lapse.
Unicom and Netcom have agreed to extend the date for all of the conditions to be satisfied or waived, as
applicable, from 30 September 2008 (as stated in the Announcement) to 30 November 2008 to accommodate the
timetable of the High Court for the Court Hearing. As at the Latest Practicable Date, none of these conditions have
been satisfied. Assuming that all of these conditions are satisfied or waived, as applicable, it is expected that the
Scheme will become effective on or before 31 October 2008.

Each of the ADS Proposal and the Option Proposal will be conditional upon the Scheme becoming effective.

The Unicom Shareholders, the Unicom ADS Holders, the Unicom Optionholders and all potential
investors in Unicom should be aware that the implementation of the Proposals, including the Scheme, is
subject to the conditions referred to above being satisfied or waived, as applicable, and thus, the Proposals,
including the Scheme, may or may not become effective. The Unicom Shareholders, the Unicom ADS
Holders and the Unicom Optionholders and all potential investors in Unicom should therefore exercise
caution when dealing in the Unicom Shares, the Unicom ADSs or the Unicom Options or other securities of
Unicom. Persons who are in doubt as to the action they should take should consult their stockbroker, bank
manager, solicitor or other professional advisers.
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(j) Reasons For and Benefits of the Proposed Merger

The management of Unicom and Netcom believe that there are strong commercial reasons for the proposed
merger. After the proposed merger, the Enlarged Group is expected to take steps to establish a leading position
in the 3G wireless industry, integrate its wireless and fixed-line businesses and build a strong market position in
the ten provinces in Northern China where the Netcom Group has operations, which is expected to enhance the
Enlarged Group’s brand recognition and increase its overall competitiveness, business scale and shareholder
value. For further details, please refer to paragraph 6 headed “Reasons For and Benefits of the Proposed Merger”
in the Explanatory Statement on pages 65 to 68 of the Scheme Document, which is set out in Appendix IV to this
Circular.

(k) Business Strategies of the Enlarged Group

The business strategies of the Enlarged Group are set out in paragraph 7 headed “Business Strategies of the
Enlarged Group” in the Explanatory Statement on pages 68 and 69 of the Scheme Document, which is set out in
Appendix IV to this Circular.

(I) Intentions of Unicom With Regard to Netcom

The intentions of Unicom with regard to Netcom are set out in paragraph 8 headed “Intentions of Unicom
With Regard to Netcom” in the Explanatory Statement on pages 69 and 70 of the Scheme Document, which is set
out in Appendix IV to this Circular.

(m) Comparisons of Value

Details of the various comparisons of the value for each Netcom Share and each Netcom ADS under the
Share Proposal and the ADS Proposal, respectively, are set out in paragraph 9 headed “Comparisons of Value”
in the Explanatory Statement on pages 70 to 72 of the Scheme Document, which is set out in Appendix IV to this
Circular.

(n) Financial Effects of the Proposals

The unaudited pro forma consolidated financial information of the Enlarged Group, which has been
prepared for the purpose of illustrating the financial effects of the Proposals and the CDMA Business Disposal,
is set out in Appendix III to the Scheme Document, which is set out in Appendix IV to this Circular.

(o) Effects of the Proposals on the Shareholding Structures of Netcom and Unicom

Following the completion of the Scheme, Unicom Shareholders and Unicom ADS Holders will own a
smaller percentage of Unicom than they currently own and will have reduced voting power in Unicom
immediately after the Effective Date.

Further details of the effect of the Proposals on the shareholding structures of Netcom and Unicom are set
out in paragraph 11 headed “Effects of the Proposals on the Shareholding Structures of Netcom and Unicom” in
the Explanatory Statement on pages 73 to 75 of the Scheme Document, which is set out in Appendix IV to this
Circular.

(p) Information on Netcom
General information on Netcom is set out in paragraph 13 headed “Information on Netcom” in the
Explanatory Statement on page 76 of the Scheme Document and Appendix IV to the Scheme Document, which

is set out in Appendix IV to this Circular. Financial information on the Netcom Group is set out in Appendix I
to the Scheme Document, which is set out in Appendix IV to this Circular.
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(q) Information on Unicom

General information on Unicom is set out in paragraph 14 headed “Information on Unicom” in the
Explanatory Statement on pages 76 to 80 of the Scheme Document and Appendix V to the Scheme Document,
which is set out in Appendix IV to this Circular. Financial information on the Unicom Group is set out in
Appendix I to this Circular and on pages II-1 to II-106 of Appendix II to the Scheme Document, which is set out
in Appendix IV to this Circular.

(r) Risk Factors

You should carefully consider the factors set out in paragraph 16 headed “Risk Factors” in the Explanatory
Statement on pages 80 to 82 of the Scheme Document, which is set out in Appendix IV to this Circular, in deciding
whether to vote in favour of or against the resolution to approve the Proposals. These factors should be considered
in conjunction with the other information included in this Circular and the Scheme Document.

(s) Listing Rules Implications

As the highest of the percentage ratios set out in Rule 14.07 of the Listing Rules in respect of the
implementation of the Proposals is more than 100%, the Proposals constitute a very substantial acquisition for
Unicom under the Listing Rules and are subject to the approval of the Unicom Shareholders.

(t) Additional Information

To the best of the knowledge, information and belief of the Directors, having made all reasonable enquiries,
Netcom and its substantial shareholders are third parties independent of Unicom and connected persons of
Unicom.

To the best of the knowledge, information and belief of the Directors, having made all reasonable enquiries,
none of the Netcom Shareholders are connected persons of Unicom and accordingly, the Proposals do not
constitute a connected transaction for Unicom.

The implementation of the Proposals will not result in a change of control of Unicom.
4. MANDATE TO ISSUE UNICOM SHARES

In connection with the Proposals, Unicom will allot and issue Unicom Shares as consideration for the Share
Proposal and the ADS Proposal.

Based on the Share Exchange Ratio and 6,699,197,200 Netcom Shares in issue as at the Latest Practicable
Date and assuming that none of the outstanding Netcom Options had been exercised, the maximum number of
Unicom Shares that Unicom will issue under the Share Proposal, including those underlying the Unicom ADSs
to be issued under the ADS Proposal, is 10,102,389,377. This represents approximately 73.93% of the existing
issued share capital of Unicom of 13,664,951,945 Unicom Shares as at the Latest Practicable Date, and
approximately 42.51% of the enlarged issued share capital of Unicom of 23,767,341,322 Unicom Shares
immediately following the issue of the Unicom Shares (assuming that none of the outstanding Unicom Options
had been exercised) and approximately 42.11% of the enlarged issued share capital of Unicom of 23,991,888,922
Unicom Shares immediately following the issue of the Unicom Shares (assuming that all of the outstanding
Unicom Options had been exercised).

Based on the Share Exchange Ratio and 6,825,033,460 Netcom Shares in issue as at the Latest Practicable
Date and assuming that all of the outstanding Netcom Options had been exercised, the maximum number of
Unicom Shares that Unicom will issue under the Share Proposal, including those underlying the Unicom ADSs
to be issued under the ADS Proposal, is 10,292,150,457. This represents approximately 75.32% of the existing
issued share capital of Unicom of 13,664,951,945 Unicom Shares as at the Latest Practicable Date, and
approximately 42.96% of the enlarged issued share capital of Unicom of 23,957,102,402 Unicom Shares
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immediately following the issue of the Unicom Shares (assuming that none of the outstanding Unicom Options
had been exercised) and approximately 42.56% of the enlarged issued share capital of Unicom of 24,181,650,002
Unicom Shares immediately following the issue of the Unicom Shares (assuming that all of the outstanding
Unicom Options had been exercised).

The allotment and issue of the Unicom Shares is subject to the approval of the Unicom Shareholders at the
Unicom EGM pursuant to Rule 13.36(1)(a) of the Listing Rules.

An application will be made to the Hong Kong Stock Exchange for the listing of, and permission to deal
in, the Unicom Shares to be issued pursuant to the Share Proposal and the ADS Proposal. In addition, Unicom
will make a listing application to the New York Stock Exchange to list the new Unicom ADSs representing the
new Unicom Shares to be issued pursuant to the ADS Proposal.

5. ADOPTION OF SPECIAL PURPOSE UNICOM SHARE OPTION SCHEME
(a) Purpose

The Special Purpose Unicom Share Option Scheme is proposed to be adopted by Unicom at the Unicom
EGM in connection with the Proposals. Pursuant to the Option Proposal, which is conditional upon the Scheme
becoming effective, Unicom will grant Netcom Optionholders Special Unicom Options pursuant to the Special
Purpose Unicom Share Option Scheme in consideration for the cancellation of their outstanding Netcom Options
at the Scheme Record Time (whether vested or not). To the extent that Netcom Optionholders do not exercise their
outstanding Netcom Options prior to the Options Exercise Deadline, their Netcom Options that remain
outstanding at the Scheme Record Time (whether vested or not) will, subject to the Scheme becoming effective,
be cancelled by the board of directors of Netcom and such Netcom Optionholders will automatically be granted
Special Unicom Options in consideration for the cancellation of their outstanding Netcom Options. The Special
Unicom Options will not be granted to any director, chief executive or substantial shareholder of Unicom or to
any of their respective associates.

The Special Purpose Unicom Share Option Scheme will provide Unicom with a means to incentivise and
retain the Netcom Optionholders, who are middle to senior management staff of the Netcom Group and to
encourage them to diligently achieve an enhancement in the value of Unicom.

(b) Terms of the Special Purpose Unicom Share Option Scheme

The terms of the Special Purpose Unicom Share Option Scheme will be substantially the same as the terms
of the Netcom Share Option Scheme, save for the following:

(a) the exercise price of a Special Unicom Option granted will be such price as will result in the value
of the new Special Unicom Options received by the Netcom Optionholders being equivalent to the
See-Through Price; and

(b) other than the Special Unicom Options to be granted pursuant to the Option Proposal, no further
Special Unicom Options will be granted under the Special Purpose Unicom Share Option Scheme.

A summary of the principal terms of the Special Purpose Unicom Share Option Scheme is set out in
Appendix II to this Circular.

Unicom applied to the Hong Kong Stock Exchange for, and the Hong Kong Stock Exchange has granted,
a waiver from strict compliance with the requirement of Rule 17.03(9) of the Listing Rules so that the exercise
price of the Special Unicom Options granted under the Special Purpose Unicom Share Option Scheme will be the
price described in paragraph 3(c) headed “The Option Proposal” above instead of a price to be determined by
reference to the closing price or the five day average closing price of a Unicom Share prior to the date of grant
of the Special Unicom Options as required by Rule 17.03(9) of the Listing Rules. The reasons for the waiver
application are that (i) the Option Proposal ensures that the Netcom Optionholders will receive a consideration
for their outstanding Netcom Options which is comparable to the consideration which the Scheme Shareholders
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will receive for the cancellation of their Scheme Shares, (ii) the Option Proposal is a unique case and strict
compliance with the requirement of Rule 17.03(9) of the Listing Rules would be unfair and impractical and (iii)
the Option Proposal would also ensure that the Netcom Optionholders are incentivised to remain in the
employment of the Enlarged Group following the completion of the Scheme.

Save for the waiver from strict compliance with the requirement of Rule 17.03(9) of the Listing Rules, the
Special Purpose Unicom Share Option Scheme will comply with the requirements of Chapter 17 of the Listing
Rules.

(c) Details of the Outstanding Netcom Options and the New Special Unicom Options

As at the Latest Practicable Date, there were 125,836,260 Netcom Options outstanding. If all of such
Netcom Options are exercised, a total of 125,836,260 Netcom Shares will be issued. Details of the outstanding
Netcom Options are set out below:

Exercise Price Number of Outstanding
Date of Grant of Netcom Options (HK$) Netcom Options™

22 October 2004

(“2004 Netcom Options”)® HK$8.40 66,864,360
6 December 2005

(2005 Netcom Options”)? HK$12.45 58,971,900
Total 125,836,260
Notes:

(I)  Each Netcom Option gives the holder the right to subscribe for one Netcom Share.

2) For the 2004 Netcom Options:

— 40% are exercisable from 17 May 2006 to 16 November 2010;

— a further 20% are exercisable from 17 May 2007 to 16 November 2010;

— an additional further 20% are exercisable from 17 May 2008 to 16 November 2010; and

— the remaining 20% of which are exercisable from 17 May 2009 to 16 November 2010.

3) For the 2005 Netcom Options:

— 40% are exercisable from 6 December 2007 to 5 December 2011;

— a further 20% are exercisable from 6 December 2008 to 5 December 2011;

—_ an additional further 20% are exercisable from 6 December 2009 to 5 December 2011; and

— the remaining 20% of which are exercisable from 6 December 2010 to 5 December 2011.
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Assuming that none of the outstanding Netcom Options as at the Latest Practicable Date is exercised or
lapses prior to the Scheme Record Time, pursuant to the Option Proposal, Unicom will grant to the Netcom
Optionholders in aggregage approximately 189,761,079 Special Unicom Options, which will be exercisable into
189,761,079 Unicom Shares, representing approximately 1.39% of the existing issued share capital of Unicom of
13,664,951,945 Unicom Shares as at the Latest Practicable Date. Assuming that the Scheme becomes effective
on 15 October 2008, the letters granting the Netcom Optionholders the Special Unicom Options pursuant to the
Option Proposal are expected to be despatched on or before 25 October 2008.

Details of the new Special Unicom Options to be granted pursuant to the Option Proposal are set out below:

Approximate Exercise Price of
Number of Special Special Unicom
Special Unicom Options Granted in Consideration for Unicom Options Options to be
the Cancellation of to be Granted™ Granted
66,864,360 outstanding 2004 Netcom Options with an
exercise price of HK$8.40® 100,831,454 HK$5.57
58,971,900 outstanding 2005 Netcom Options with an
exercise price of HK$12.45% 88,929,625 HK$8.26
Total 189,761,079
Notes:
(I)  Each new Special Unicom Option gives the holder the right to subscribe for one Unicom Share. Fractions of
Special Unicom Options will not be granted to the Netcom Optionholders.
(2)  For the new Special Unicom Options to be granted in consideration for the cancellation of the 2004 Netcom
Options pursuant to the Option Proposal:
(a) 100% of the Special Unicom Options granted in respect of the outstanding 2004 Netcom Options held by
the Netcom Optionholders at the Scheme Record Time which are exercisable from 17 May 2006 to 16
November 2010 may be exercised at any time from the Effective Date to 16 November 2010;
(b) 100% of the Special Unicom Options granted in respect of the outstanding 2004 Netcom Options held by
the Netcom Optionholders at the Scheme Record Time which are exercisable from 17 May 2007 to 16
November 2010 may be exercised at any time from the Effective Date to 16 November 2010;
(c) 100% of the Special Unicom Options granted in respect of the outstanding 2004 Netcom Options held by
the Netcom Optionholders at the Scheme Record Time which are exercisable from 17 May 2008 to 16
November 2010 may be exercised at any time from the Effective Date to 16 November 2010; and
(d) 100% of the Special Unicom Options granted in respect of the outstanding 2004 Netcom Options held by
the Netcom Optionholders at the Scheme Record Time which are exercisable from 17 May 2009 to 16
November 2010 may be exercised at any time from 17 May 2009 to 16 November 2010.
(3)  For the new Special Unicom Options to be granted in consideration for the cancellation of the 2005 Netcom

Options pursuant to the Option Proposal:

(a)

(b)

100% of the Special Unicom Options granted in respect of the outstanding 2005 Netcom Options held by
the Netcom Optionholders at the Scheme Record Time which are exercisable from 6 December 2007 to 5
December 2011 may be exercised at any time from the Effective Date to 5 December 2011;

100% of the Special Unicom Options granted in respect of the outstanding 2005 Netcom Options held by

the Netcom Optionholders at the Scheme Record Time which are exercisable from 6 December 2008 to 5
December 2011 may be exercised at any time from 6 December 2008 to 5 December 2011;
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(c) 100% of the Special Unicom Options granted in respect of the outstanding 2005 Netcom Options held by
the Netcom Optionholders at the Scheme Record Time which are exercisable from 6 December 2009 to 5
December 2011 may be exercised at any time from 6 December 2009 to 5 December 2011; and

(d) 100% of the Special Unicom Options granted in respect of the outstanding 2005 Netcom Options held by
the Netcom Optionholders at the Scheme Record Time which are exercisable from 6 December 2010 to 5
December 2011 may be exercised at any time from 6 December 2010 to 5 December 2011.

The weighted average value per Special Unicom Option to be granted in consideration for the cancellation
of each outstanding 2004 Netcom Option as at the Latest Practicable Date is HK$9.82 based on the Black-Scholes
option pricing model using the following assumptions:

Exercise price per Unicom Share underlying the Special Unicom Option HK$5.57
Risk-free interest rate with reference to Hong Kong Exchange Fund Notes 2.41%
Expected stock price volatility with reference to historical volatility of

Unicom Shares 48%
Expected dividend yield with reference to historical dividend yield of

Unicom 2%
Expected life of each Special Unicom Option 0.1-0.9 years

The weighted average value per Special Unicom Option to be granted in consideration for the cancellation
of each outstanding 2005 Netcom Option as at the Latest Practicable Date is HK$7.39 based on the Black-Scholes
option pricing model using the following assumptions:

Exercise price per Unicom Share underlying the Special Unicom Option HK$8.26
Risk-free interest rate with reference to Hong Kong Exchange Fund Notes 2.79%
Expected stock price volatility with reference to historical volatility of

Unicom Shares 43%
Expected dividend yield with reference to historical dividend yield of

Unicom 2%
Expected life of each Special Unicom Option 0.5-2.5 years

As the Black-Scholes valuation model requires the input of subjective assumptions, including the volatility
of the share price, change in subjective assumptions can materially affect the fair value estimate.

(d) Conditions of the Proposed Adoption of the Special Purpose Unicom Share Option Scheme

The adoption of the Special Purpose Unicom Share Option Scheme by Unicom is subject to the satisfaction
of the following conditions:

(a) the approval of the Unicom Shareholders having been obtained at the Unicom EGM for the adoption
of the Special Purpose Unicom Share Option Scheme;

(b) the Hong Kong Stock Exchange having granted its approval for the listing of, and permission to deal
in, the Unicom Shares to be issued upon the exercise of the Special Unicom Options; and

(c) the Scheme becoming effective.

An application will be made to the Hong Kong Stock Exchange for the listing of, and permission to deal
in, the Unicom Shares to be issued upon the exercise of the Special Unicom Options.

Subject to the satisfaction of the conditions referred to above, the Special Purpose Unicom Share Option

Scheme will take effect from the Effective Date and will terminate on 30 September 2014, being the date falling
10 years after the date of the adoption of the Netcom Share Option Scheme.
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6. NEW CONTINUING CONNECTED TRANSACTIONS
(a) Introduction

As at the Latest Practicable Date, Netcom BVI and its associates (which includes Netcom Parent, being the
parent company of Netcom BVI) did not have any shareholding interest in Unicom. As at the Latest Practicable
Date, Netcom BVI had a shareholding interest in Netcom of approximately 69.37% and accordingly, Netcom BVI
and its associates are connected persons of Netcom. Upon completion of the Proposals and the Scheme becoming
effective, Netcom will become a wholly-owned subsidiary of Unicom and Netcom BVI will have a shareholding
interest in Unicom of approximately 29.49% (assuming that none of the outstanding Unicom Options and Netcom
Options are exercised) or 28.98% (assuming that all of the outstanding Unicom Options and Netcom Options are
exercised) and therefore, Netcom BVI and its associates will become connected persons of Unicom. Accordingly,
the existing continuing connected transactions between Netcom and its subsidiaries, namely, CNC China and
China Netcom System Integration (which will become subsidiaries of Unicom), and Netcom Parent (the “Existing
Netcom Continuing Connected Transactions™) will become new continuing connected transactions of Unicom
with effect from the Effective Date.

In addition, there are existing continuing transactions between certain subsidiaries of Unicom and Netcom
Parent (the “Existing Unicom Continuing Transactions”). Upon completion of the Proposals and the Scheme
becoming effective, the Existing Unicom Continuing Transactions will become new continuing connected
transactions of Unicom with effect from the Effective Date. CUCL and Netcom Parent have entered into certain
framework agreements to record the principles governing, and the principal terms of, the Existing Unicom
Continuing Transactions.

Furthermore, pursuant to an agreement dated 12 August 2008 entered into between Unicom Parent and
Unicom A Share Company (the “Second New Comprehensive Services Agreement”) and a transfer agreement
dated 12 August 2008 entered into between Unicom A Share Company, CUCL and CNC China (the “New Transfer
Agreement”), the terms of the continuing connected transactions between Unicom and Unicom Parent that were
approved on 1 December 2006 by the Independent Unicom Shareholders at the time, the details of which were
set out in the circular issued to the Unicom Shareholders dated 10 November 2006, will be amended with effect
from the Effective Date (the “Amended 2006 Continuing Connected Transactions”) to include CNC China as a
party and to facilitate the business and operations of the Enlarged Group.

Of the New Continuing Connected Transactions, the Non-exempt New Continuing Connected Transactions
(save for the Amended 2006 Continuing Connected Transactions relating to the supply of telephone cards,
interconnection arrangements, provision of international telecommunications network gateway, provision of
operator-based value-added services, provision of value-added telecommunications services, provision of
“10010/10011” customer services and provision of agency services, for which no annual caps are proposed) are
subject to the approval of the Unicom Shareholders. The Amended 2006 Continuing Connected Transactions
relating to the supply of telephone cards, interconnection arrangements, provision of international
telecommunications network gateway, provision of operator-based value-added services, provision of
value-added telecommunications services, provision of “10010/10011” customer services and provision of agency
services are subject to the approval of the Independent Unicom Shareholders.

(b) Existing Netcom Continuing Connected Transactions

Details of the Existing Netcom Continuing Connected Transactions, which were set out in the circular
issued by Netcom to the Netcom Shareholders dated 9 November 2007 and approved by the Netcom Shareholders
in general meeting on 6 December 2007 and which will become New Continuing Connected Transactions of
Unicom with effect from the Effective Date, are summarised below.

(1)  Domestic Interconnection Settlement Agreement 2008-2010

New Horizon Communications, CNC China and Netcom Parent entered into the Domestic
Interconnection Settlement Agreement on 12 September 2005. The Domestic Interconnection Settlement
Agreement was valid until 31 December 2007 and could be renewed with the same terms for further periods
of three years. On 6 November 2007, CNC China entered into a renewal agreement with Netcom Parent (the
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“Domestic Interconnection Settlement Agreement 2008-2010") whereby the parties agreed to continue the
existing transactions under the Domestic Interconnection Settlement Agreement for a term of three years
commencing on 1 January 2008. If CNC China notifies Netcom Parent at least three months prior to the
expiration of the Domestic Interconnection Settlement Agreement 2008-2010 of its intention to renew the
Domestic Interconnection Settlement Agreement 2008-2010, such agreement can be renewed with the same
terms for further periods of three years.

Pursuant to the Domestic Interconnection Settlement Agreement 2008-2010, the parties agreed to
interconnect the network of Netcom Parent on the one hand and that of CNC China on the other and settle
the charges received in respect of domestic long distance voice services within their respective service
regions on a quarterly basis.

For domestic long distance voice services between Netcom Parent and CNC China, the telephone
operator in the location of the calling party makes a settlement payment to the telephone operator in the
location of the called party at the rate of RMB0.06 per minute, irrespective of whether the call terminates
within the network of either Netcom Parent or CNC China or outside the network of either Netcom Parent
or CNC China.

The rate of RMBO0.06 per minute mentioned above shall be adjusted with reference to the relevant
standards, tariffs or policies promulgated by the relevant regulatory authorities in China from time to time.

In case where the call terminates outside the network of either Netcom Parent or CNC China, the
settlement payment was at the rate of RMBO0.09 per minute under the Domestic Interconnection Settlement
Agreement dated 12 September 2005. Pursuant to the Domestic Interconnection Settlement Agreement
2008-2010, the parties to the agreement agreed that such rate would be reduced to RMBO0.06 per minute and
that such reduction would take retrospective effect from 1 April 2007. It was expected that such reduction
would result in CNC China making less settlement payment to Netcom Parent.

(2) International Long Distance Voice Services Settlement Agreement 2008-2010

CNC China and Netcom Parent entered into the International Long Distance Voice Services
Settlement Agreement on 12 September 2005. The International Long Distance Voice Services Settlement
Agreement was valid until 31 December 2007 and could be renewed with the same terms for further periods
of three years. On 6 November 2007, CNC China entered into a renewal agreement with Netcom Parent (the
“International Long Distance Voice Services Settlement Agreement 2008-20107) whereby the parties agreed
to continue the existing transactions under the International Long Distance Voice Services Settlement
Agreement for a term of three years commencing on 1 January 2008. If CNC China notifies Netcom Parent
at least three months prior to the expiration of the International Long Distance Voice Services Settlement
Agreement 2008-2010 of its intention to renew the International Long Distance Voice Services Settlement
Agreement 2008-2010, such agreement can be renewed with the same terms for further periods of three
years.

Pursuant to the International Long Distance Voice Services Settlement Agreement 2008-2010, the
parties agreed to interconnect the networks of Netcom Parent and CNC China and settle the charges
received in respect of international long distance voice services on a quarterly basis.

For outbound international calls, Netcom Parent reimburses CNC China for any amount it has paid
to overseas telecommunications operators. The revenues received by Netcom Parent less the amount paid
to overseas telecommunications operators are shared between Netcom Parent and CNC China in proportion
to the estimated costs incurred by Netcom Parent and CNC China in connection with the provision of
outbound international long distance voice services.
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For inbound international calls, the revenues received by OCNC China from overseas
telecommunications operators (other than Netcom and its controlled entities) less the amount paid to
Netcom Parent at the rate of RMBO0.06 per minute (irrespective of whether the call terminates within the
network of Netcom Parent or within the network of other operators) are shared between Netcom Parent and
CNC China in proportion to the estimated costs incurred by Netcom Parent and CNC China in connection
with the provision of inbound international long distance voice services.

The rate of RMBO0.06 per minute mentioned above shall be adjusted with reference to the relevant
standards, tariffs or policies promulgated by the relevant regulatory authorities in China from time to time.

In case where an inbound international call terminates within the network of operators other than
Netcom Parent, an amount calculated at the rate of RMBO0.09 per minute was paid to Netcom Parent under
the International Long Distance Voice Services Settlement Agreement dated 12 September 2005. Pursuant
to the International Long Distance Voice Services Settlement Agreement 2008-2010, the parties to the
agreement agreed that such rate would be reduced to RMBO0.06 per minute and that such reduction would
take retrospective effect from 1 April 2007. It was expected that such reduction would result in CNC China
sharing a larger amount of revenue for inbound international calls.

(3) Engineering and Information Technology Services Agreement 2008-2010

New Horizon Communications, CNC China and Netcom Parent entered into the Engineering and
Information Technology Services Agreement on 12 September 2005. The Engineering and Information
Technology Services Agreement was valid until 31 December 2007 and could be renewed with the same
terms for further periods of three years. On 6 November 2007, CNC China entered into a renewal agreement
with Netcom Parent (the “Engineering and Information Technology Services Agreement 2008-2010)
whereby the parties agreed to continue the existing transactions under the Engineering and Information
Technology Services Agreement for a term of three years commencing on 1 January 2008. If CNC China
notifies Netcom Parent at least three months prior to the expiration of the Engineering and Information
Technology Services Agreement 2008-2010 of its intention to renew the Engineering and Information
Technology Services Agreement 2008-2010, such agreement can be renewed with the same terms for further
periods of three years.

The Engineering and Information Technology Services Agreement 2008-2010 governs the
arrangements with respect to the provision of certain engineering and information technology-related
services to CNC China by Netcom Parent. These services include:

(a) the provision of planning, surveying and design services in relation to telecommunications
engineering projects;

(b) the provision of construction services in relation to telecommunications engineering projects;

(c) the provision of supervision services in relation to telecommunications engineering projects;
and

(d)  the provision of information technology services, including office automation, software testing,
network upgrade, new business development and support system development.

The charges payable for engineering and information technology-related services described above are
determined with reference to market rates. In addition, where the value of any single item of engineering
design or supervision-related service exceeds RMBO0.5 million or where the value of any single item of
engineering construction-related service exceeds RMB2 million, the award of such services will be subject
to tender. The charges are settled between CNC China and Netcom Parent as and when the relevant services
are provided.

For the three years ended 31 December 2005, 2006 and 2007, the total service charges paid by CNC
China to Netcom Parent in respect of engineering and information technology-related services amounted to
RMB2,649 million, RMB2,546 million and RMB2,067 million, respectively.
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(4) Master Sharing Agreement 2008-2010

New Horizon Communications, CNC China and Netcom Parent entered into the Master Sharing
Agreement on 12 September 2005. The Master Sharing Agreement was valid until 31 December 2007 and
could be renewed with the same terms for further periods of three years. On 6 November 2007, CNC China
entered into a renewal agreement with Netcom Parent (the “Master Sharing Agreement 2008-20107)
whereby the parties agreed to continue the existing transactions under the Master Sharing Agreement for
a term of three years commencing on 1 January 2008. If CNC China notifies Netcom Parent at least three
months prior to the expiration of the Master Sharing Agreement 2008-2010 of its intention to renew the
Master Sharing Agreement 2008-2010, such agreement can be renewed with the same terms for further
periods of three years.

Pursuant to the Master Sharing Agreement 2008-2010:

(a) CNC China will provide customer relationship management services for large enterprise
customers of Netcom Parent;

(b) CNC China will provide network management services to Netcom Parent;

(c)  CNC China will share with Netcom Parent the services provided by administrative and
managerial staff in respect of central management of the business operations, financial control,
human resources and other related matters of both CNC China and Netcom Parent;

(d) CNC China will provide to Netcom Parent supporting services, such as billing and settlement
provided by the business support centre;

(e) Netcom Parent will provide to CNC China supporting services, including telephone card
production, development and related services;

(f) Netcom Parent will provide to CNC China certain other shared services, including advertising,
publicity, research and development, business hospitality, maintenance and property
management;

(g) Netcom Parent will provide certain office space in its headquarters to CNC China for use as its
principal executive office; and

(h) CNC China and Netcom Parent will share the revenues received by Netcom Parent from other
operators whose networks interconnect with the Internet backbone network of Netcom Parent
and will share the monthly connection fee that Netcom Parent pays to the State Internet
Switching Centre.

CNC China and Netcom Parent own certain equipment and facilities forming the Internet backbone
network of China. This Internet backbone network interconnects with the networks of other operators. Such
interconnection generates revenues which are settled with Netcom Parent and shared between Netcom
Parent and CNC China under the Master Sharing Agreement 2008-2010.

The services set out in paragraphs (a) to (g) above and the revenue and fee set out in paragraph (h)
above are shared between CNC China and Netcom Parent on an on-going basis from time to time. The costs
of the services provided under the Master Sharing Agreement 2008-2010 are not directly related to the
volumes of business or revenues of the parties. Accordingly, the aggregate costs incurred by CNC China
or Netcom Parent for the provision of the services set out in paragraphs (a) to (g) above and the revenue
and fee receivable and payable by Netcom Parent as referred to in paragraph (h) above are apportioned
between CNC China and Netcom Parent according to their respective total assets value as shown in their
respective financial statements on an annual basis.
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The total amounts received by CNC China from Netcom Parent in respect of services set out in
paragraphs (a) to (d) above and in respect of revenue set out in paragraph (h) above for the three years ended
31 December 2005, 2006 and 2007 amounted to RMB®89 million, RMB121 million and RMB125 million,
respectively. The total amounts paid by CNC China to Netcom Parent in respect of services set out in
paragraphs (e) to (g) above and in respect of the fee set out in paragraph (h) above for the three years ended
31 December 2005, 2006 and 2007 amounted to RMB279 million, RMB448 million and RMB477 million,
respectively.

(5) Property Leasing Agreement 2008-2010

New Horizon Communications, CNC China and Netcom Parent entered into the Property Leasing
Agreement on 12 September 2005. The Property Leasing Agreement was valid until 31 December 2007 and
could be renewed with the same terms for further periods of three years. On 6 November 2007, CNC China
entered into a renewal agreement with Netcom Parent (the “Property Leasing Agreement 2008-2010")
whereby the parties agreed to continue the existing transactions under the Property Leasing Agreement for
a term of three years commencing on 1 January 2008. If CNC China notifies Netcom Parent at least three
months prior to the expiration of the Property Leasing Agreement 2008-2010 of its intention to renew the
Property Leasing Agreement 2008-2010, such agreement can be renewed with the same terms for further
periods of three years.

Pursuant to the Property Leasing Agreement 2008-2010:

(a) CNC China leases to Netcom Parent a total of 54 buildings and units with an aggregate floor
area of approximately 4,300 square metres located throughout CNC China’s service regions, for
use as offices and other ancillary purposes; and

(b) Netcom Parent leases to CNC China a total of 22 parcels of land with an aggregate site area of
approximately 26,700 square metres and 42,097 buildings and units with an aggregate floor area
of approximately 9,264,000 square metres located throughout CNC China’s service regions, for
use as offices, telecommunications equipment sites and other ancillary purposes.

The charges payable by CNC China and by Netcom Parent under the Property Leasing Agreement
2008-2010 are based on market rates or the depreciation charges and taxes in respect of each property,
provided that such depreciation charges and taxes shall not be higher than the market rates. The charges are
payable quarterly in arrears and are subject to review every year to take into account the then prevailing
market rates of the properties leased in that year.

For the three years ended 31 December 2005, 2006 and 2007, the rental charges that CNC China paid
to Netcom Parent amounted to RMB655 million, RMB680 million and RMB634 million, respectively. For
the year ended 31 December 2005, the rental charge paid by Netcom Parent to CNC China was negligible
and for the two years ended 31 December 2006 and 2007, the rental charges paid by Netcom Parent to CNC
China amounted to RMB2 million and RMB1 million, respectively.

(6) Materials Procurement Agreement 2008-2010

New Horizon Communications, CNC China and Netcom Parent entered into the Materials
Procurement Agreement on 12 September 2005. The Materials Procurement Agreement was valid until 31
December 2007 and could be renewed with the same terms for further periods of three years. On 6
November 2007, CNC China entered into a renewal agreement with Netcom Parent (the “Materials
Procurement Agreement 2008-2010") whereby the parties agreed to continue the existing transactions under
the Materials Procurement Agreement for a term of three years commencing on 1 January 2008. If CNC
China notifies Netcom Parent at least three months prior to the expiration of the Materials Procurement
Agreement 2008-2010 of its intention to renew the Materials Procurement Agreement 2008-2010, such
agreement can be renewed with the same terms for further periods of three years.
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Pursuant to the Materials Procurement Agreement 2008-2010:

(a) CNC China may request Netcom Parent to act as its agent for the procurement of imported and
domestic telecommunications equipment and other domestic non-telecommunications
equipment;

ina may purchase from Netcom Parent certain products, including cables, modems an
(b) CNC Chi y purchase fi N P in prod including cabl d d
yellow pages telephone directories; and

(c) Netcom Parent will provide to CNC China storage and transportation services related to the
procurement and purchase of materials or equipment under the agreement.

Commission and/or charges for the domestic materials procurement services referred to in paragraph
(a) above should not exceed the maximum rate of 3% of the contract value. Commission and/or charges for
the above imported materials procurement services should not exceed the maximum rate of 1% of the
contract value. The price for the purchase of Netcom Parent’s products referred to in paragraph (b) above
is determined with reference to the following pricing principles and limits:

° the government fixed price;

° where there is no government fixed price but a government guidance price exists, the
government guidance price;

. where there is neither a government fixed price nor a government guidance price, the market
price; or
° where none of the above is applicable, the price to be agreed between the relevant parties and

determined on a cost-plus basis.

Commission charges for the storage and transportation services referred to in paragraph (c) above are
to be determined with reference to market rates.

Payments under the Materials Procurement Agreement 2008-2010 will be made as and when the
relevant equipment or products have been procured and delivered.

For the three years ended 31 December 2005, 2006 and 2007, the total commission and/or charges
paid by CNC China to Netcom Parent in respect of the domestic and imported materials procurement
services amounted to RMB1,529 million, RMB1,292 million and RMB668 million, respectively. The
amount of total commission and/or charges paid by CNC China under the Materials Procurement Agreement
for the year ended 31 December 2007 has dropped by a far margin as Netcom has put in place effective
measures to control its capital expenditures, in particular in fixed assets investments. However, with the
2008 Beijing Olympic Games and the network quality enhancement project in the next few years, it is
expected that the commission and/or charges payable by CNC China under the Materials Procurement
Agreement 2008-2010 cannot be maintained at the low level in the year ended 31 December 2007.

(7)  Ancillary Telecommunications Services Agreement 2008-2010

New Horizon Communications, CNC China and Netcom Parent entered into the Ancillary
Telecommunications Services Agreement on 12 September 2005. The Ancillary Telecommunications
Services Agreement was valid until 31 December 2007 and could be renewed with the same terms for further
periods of three years. On 6 November 2007, CNC China entered into a renewal agreement with Netcom
Parent (the “Ancillary Telecommunications Services Agreement 2008-2010”") whereby the parties agreed to
continue the existing transactions under the Ancillary Telecommunications Services Agreement for a term
of three years commencing on 1 January 2008. If CNC China notifies Netcom Parent at least three months
prior to the expiration of the Ancillary Telecommunications Services Agreement 2008-2010 of its intention
to renew the Ancillary Telecommunications Services Agreement 2008-2010, such agreement can be renewed
with the same terms for further periods of three years.



LETTER FROM THE BOARD

The Ancillary Telecommunications Services Agreement 2008-2010 governs the arrangements with
respect to the provision of ancillary telecommunications services to CNC China by Netcom Parent. These
services include certain telecommunications pre-sale, on-sale and after-sale services such as assembling and
repairing of certain telecommunications equipment, sales agency services, printing and invoice delivery
services, maintenance of telephone booths, customers acquisition and servicing and other customers’
services.

The charges payable for the services described above are determined with reference to the following
pricing principles and limits:

. the government fixed price;

° where there is no government fixed price but a government guidance price exists, the
government guidance price;

° where there is neither a government fixed price nor a government guidance price, the market
price; or
° where none of the above is applicable, the price to be agreed between the relevant parties and

determined on a cost-plus basis.

The service charges are settled between CNC China and Netcom Parent as and when the relevant
services are provided.

For the three years ended 31 December 2005, 2006 and 2007, the total services charges paid by CNC
China to Netcom Parent for ancillary telecommunications services amounted to RMB486 million, RMB408
million and RMB448 million, respectively.

(8)  Support Services Agreement 2008-2010

New Horizon Communications, CNC China and Netcom Parent entered into the Support Services
Agreement on 12 September 2005. The Support Services Agreement was valid until 31 December 2007 and
could be renewed with the same terms for further periods of three years. On 6 November 2007, CNC China
entered into a renewal agreement with Netcom Parent (the “Support Services Agreement 2008-2010")
whereby the parties agreed to continue the existing transactions under the Support Services Agreement for
a term of three years commencing on 1 January 2008. If CNC China notifies Netcom Parent at least three
months prior to the expiration of the Support Services Agreement 2008-2010 of its intention to renew the
Support Services Agreement 2008-2010, such agreement can be renewed with the same terms for further
periods of three years.

Pursuant to the Support Services Agreement 2008-2010, Netcom Parent provides CNC China with
various support services, including equipment leasing (other than equipment covered under the
Telecommunications Facilities Leasing Agreement 2008-2010) and maintenance services, motor vehicles
services, security services, basic construction agency services, research and development services,
employee training services and advertising services and other support services.

The charges payable for the services described above are determined with reference to the following
pricing principles and limits:

° the government fixed price;

° where there is no government fixed price but a government guidance price exists, the
government guidance price;

° where there is neither a government fixed price nor a government guidance price, the market
price; or
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° where none of the above is applicable, the price to be agreed between the relevant parties and
determined on a cost-plus basis.

The service charges are settled between CNC China and Netcom Parent as and when the relevant
services are provided.

For the three years ended 31 December 2005, 2006 and 2007, the total support service charges paid
by CNC China to Netcom Parent amounted to RMB1,154 million, RMB737 million and RMB536 million,

respectively.

(9) Telecommunications Facilities Leasing Agreement 2008-2010

New Horizon Communications, CNC China and Netcom Parent entered into the Telecommunications
Facilities Leasing Agreement on 12 September 2005. The Telecommunications Facilities Leasing
Agreement was valid until 31 December 2007 and could be renewed with the same terms for further periods
of three years. On 6 November 2007, CNC China entered into a renewal agreement with Netcom Parent (the
“Telecommunications Facilities Leasing Agreement 2008-2010”) whereby the parties agreed to continue the
existing transactions under the Telecommunications Facilities Leasing Agreement for a term of three years
commencing on 1 January 2008. If CNC China notifies Netcom Parent at least three months prior to the
expiration of the Telecommunications Facilities Leasing Agreement 2008-2010 of its intention to renew the
Telecommunications Facilities Leasing Agreement 2008-2010, such agreement can be renewed with the
same terms for further periods of three years.

Pursuant to the Telecommunications Facilities Leasing Agreement 2008-2010:

(a) Netcom Parent leases inter-provincial fiber optic cables within CNC China’s service regions to
CNC China;

(b) Netcom Parent leases certain international telecommunications resources (including
international telecommunications channel gateways, international telecommunications service
gateways, international submarine cable capacity, international land cables and international
satellite facilities) to CNC China; and

(c) Netcom Parent leases certain other telecommunications facilities required by CNC China for its
operations.

The rental charges for the Ileasing of inter-provincial fiber optic cables, international
telecommunications resources and other telecommunications facilities were based on the annual
depreciation charges of such fiber optic cables, resources and telecommunications facilities provided that
such charges would not be higher than market rates. CNC China shall be responsible for the on-going
maintenance of such inter-provincial fiber optic cables and international telecommunications resources.
CNC China and Netcom Parent shall determine and agree which party is to provide maintenance service to
the telecommunications facilities referred to in paragraph (c) above. Unless otherwise agreed by CNC China
and Netcom Parent, such maintenance service charges would be borne by CNC China. If Netcom Parent
shall be responsible for maintaining any telecommunications facilities referred to in paragraph (c) above,
CNC China shall pay to Netcom Parent the relevant maintenance service charges which shall be agreed
between the parties and determined on a cost-plus basis. The net rental charges and service charges due to
Netcom Parent under the Telecommunications Facilities Leasing Agreement 2008-2010 will be settled
between CNC China and Netcom Parent on a quarterly basis.

For the three years ended 31 December 2005, 2006 and 2007, the total charges paid by CNC China

to Netcom Parent for the lease of telecommunications facilities amounted to RMB300 million, RMB382
million and RMB309 million, respectively.
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(10) Information and Communications Technology Agreement 2008-2010

China Netcom System Integration and Netcom Parent entered into the Inf