Extract of risk factors
relating to the Group and
Companhia de Telecomunicações de
Macau, S.A.R.L. (CTM) and
certain operating and financial
information of CTM

RISK FACTORS
Potential investors should consider carefully all the information set out in this document and, in
particular, should consider the following risks and special considerations associated with an investment
in the Issuer, the Guarantor, the Group or the Enlarged Group before making any investment decision in
relation to the Issuer, the Guarantor, the Group and the Enlarged Group. The occurrence of any of the
following risks could have a material adverse effect on the business, results of operation, financial
condition and future prospects of the Group and the Enlarged Group. This document contains certain
forward-looking statements regarding the Directors’ or the Group’s or the Enlarged Group’s plans,
objectives, expectations and intentions that involve risks and uncertainties. The Group’s and the
Enlarged Group’s actual results could differ materially from those described in this document. Factors
that could cause or contribute to such differences include those described below as well as those
described elsewhere in this document.
RISKS RELATING TO THE ACQUISITIONS
The Acquisitions are conditional and such conditionality may not be satisfied
Completion of the Acquisitions is subject to certain conditions. In addition, completion of the Sable
Acquisition and the PT Acquisition are conditional upon each other. Although the Company has agreed to
use reasonable endeavours to fulfil or procure the fulfilment of the conditions, there can be no assurance
that the conditions will be satisfied (or waived, where capable of being waived) or that the Acquisitions
will be completed.
If the Acquisitions do not proceed to completion, the Company will not be able to realise the anticipated
benefits of the Acquisitions, and it may create uncertainty for the Group’s business planning and
development.
Governmental and regulatory approvals from the Macau Government and the PRC Government
may take a longer period of time than expected to obtain and may result in new or more stringent
conditions being imposed on the Enlarged Group
The Company is seeking certain governmental and regulatory approvals and to receive confirmations for
the Acquisitions from the relevant authorities in Macau and the PRC. These merger clearance processes
may take a longer period of time than expected to obtain, which could delay completion of the
Acquisitions. Furthermore, the relevant authorities may, as a condition to granting their approval or
confirmation, impose requirements or limitations, require divestitures or place restrictions on the conduct
of the Enlarged Group’s business. Any such requirements, limitations, divestitures or restrictions could
delay or jeopardise completion of the Acquisitions, prove costly to comply with or implement, reduce the
anticipated benefits of the Acquisitions or result in an adverse effect on the business and results of
operations of the Enlarged Group.
The Enlarged Group will have an increased amount of long-term debt following the Acquisitions
The Company has obtained commitments on a certain funds basis for short and long-term loan facilities
from a group of banks and other financial institutions to cover all of its funding requirements in relation
to the Acquisitions. The disbursement of funds under these facilities is conditional on satisfactory
completion of the loan documentation and satisfaction of certain conditions to completion of the
Acquisitions. Funds drawn under the facilities may be applied solely towards financing the Acquisitions.
If the Company is unable to obtain funding from such facilities it may not be able to complete the
Acquisitions. Amounts borrowed to fund the Acquisitions will significantly increase the Enlarged
Group’s indebtedness, which may make it more difficult for the Enlarged Group to obtain additional debt
financing in the future or may increase the cost of such debt financing. Following the Acquisitions, the
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ability to obtain debt financing on commercially acceptable terms or at all may depend on factors outside
the Enlarged Group’s control, including the then prevailing conditions in the international credit and
capital markets. Any inability to refinance such debt on commercially acceptable terms may have an
adverse effect on the Enlarged Group’s business, financial condition and results of operations.
The Enlarged Group faces challenges in executing its growth strategy
In recent years, the Company has completed a number of strategic acquisitions and investments to
complement its businesses and expects to complete the Acquisitions in 2013. Although the Company
conducts due diligence in connection with its acquisitions and investments, it may not be aware of all the
risks associated with the acquired businesses at the time of purchase. Any discovery of adverse
information concerning the acquired businesses after the completion of the acquisitions could materially
and adversely affect the Group’s business, financial condition and results of operations. Furthermore, the
acquired companies may not perform to the Company’s expectations for various reasons, including
legislative or regulatory changes that affect the products and services in which the acquired companies
specialise, and the loss of key customers and personnel. If the Group is not able to realise the benefits
envisioned as regards such acquisitions and investments, the Group’s overall profitability and growth
plans may be adversely affected.
The Enlarged Group’s business strategy is to focus on developing its telecoms businesses, both
organically and through new business combinations, strategic investments and acquisitions. However, the
Enlarged Group may face challenges in executing such strategy, including:
•

availability and pricing of capital raising on suitable terms;

•

competition in its markets and challenges in maintaining customers and enhancing its services;

•

the existence of regulatory requirements and barriers;

•

the difficulty of integrating the operations and personnel of the acquired companies;

•

the potential disruption to the Enlarged Group’s ongoing business and the diversion of
management’s time, attention and resources;

•

the difficulty of incorporating acquired technology and rights into the Enlarged Group’s products
and services;

•

the impairment of relationships with employees and customers as a result of integration of new
management and personnel;

•

potential unknown liabilities associated with acquired businesses; and

•

adverse effects on the Enlarged Group’s reported operating results due to the amortisation of and
potential impairment provision for goodwill and other intangible assets associated with
acquisitions and losses sustained by acquired companies after the date of acquisitions.

There is no assurance that the Enlarged Group will be able to implement its growth strategies successfully
or that it will be able to expand the Enlarged Group’s activities or portfolio at any specified rate or to any
specified size. The Enlarged Group may not be able to complete its plans on schedule or without incurring
additional expenditures or at all. If market conditions change and operations do not generate sufficient
funds or for any other reason, the Enlarged Group may decide to delay, modify or forego some aspects of
its growth strategies. The Enlarged Group’s future results of operations may be adversely affected if it is
unable to implement growth strategies successfully.
RISKS RELATING TO THE ENLARGED GROUP AND ITS OPERATIONS
The Group depends on major customers for a significant portion of its business and the loss of any
of such customers could materially and adversely affect the business and financial position of the
Group
A significant portion of the Group’s turnover has been, and is expected to continue to be, derived from a
limited number of customers. For the years ended 31 December 2010, 2011 and 2012, sales attributable to
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the Group’s largest customer accounted for approximately 15.4%, 16.1% and 20.8% of the Group’s total
turnover respectively, and for the same periods, sales attributable to the Group’s five largest customers
accounted for approximately 40.0%, 40.3% and 38.7% of the Group’s turnover respectively. Most of
these customers are major operators of telecoms services in the Asia Pacific region. There can be no
assurance that the Group’s major customers will continue to use the Group’s services. In the event that
any of these customers cease to use the services of the Group and the Group fails to replace such
customers, the business, financial position, results of operations and prospects of the Group, may be
materially and adversely affected.
In addition, some of the Group’s major telecoms operator customers have begun to expand the scope their
businesses from traditional carrier services to include network and hub-based services and data related
services. These moves may result in a degree of disintermediation, as well as increased competition for
the Group, both of which could have an adverse effect on the Group’s business and results of operations.
Increasing competition may have an adverse effect on the Enlarged Group’s business and results of
operations
The market for telecommunications services is extremely competitive and rapidly changing.
Increasing liberalisation of the telecoms industry in Hong Kong and China may continue to attract new
local and foreign entrants and broaden the variety of telecoms services available in the market, thereby
increasing the overall level of competition in the industry. Although the Group is not a basic telecoms
service provider, it competes in some areas against telecoms operators, communications software
companies and system integrators that provide systems and services used by telecoms operators to
manage their networks and internal operations relating to inter-operator connections and other telecoms
transactions. In addition, competition also exists between certain of the Group’s services such as Mobile
VAS and the software or technologies developed in-house by its customers.
The fixed telecoms market in Macau is in the process of liberalisation, and it is expected that competition
may increase from both existing market players and new market players. Increased competition may have
an adverse effect on the operating performance of CTM and hence affect the value of the business.
The Enlarged Group’s competitive position varies by service type because each service is characterised
by a different market. Some of the Enlarged Group’s competitors may have greater financial, technical,
marketing and other resources, more sophisticated infrastructure, better brand recognition, a larger
customer base and may be able to devote more human and financial resources to research and
development, network improvement and marketing and respond to new or emerging changes in
technology or customers’ requirements more quickly than the Enlarged Group.
Increasing competition has in the past and could in the future result in fewer customer orders, reduced
revenues, pricing pressure, increased marketing and acquisition costs, reduced sales margins and loss of
market share, any one of which could have an adverse effect on the Enlarged Group’s business and results
of operations.
Rapid technological changes may increase competition and render the Enlarged Group’s
technologies, products or services obsolete or cause the Enlarged Group to lose market share
The telecoms industry is subject to rapid and significant changes in technology, frequent new service
introductions and evolving industry standards. Technological changes continue to reduce the costs, and
expand the capacities and functions, of new infrastructure capable of delivering competing products and
services, resulting in lower prices and more competitive and innovative products and services. The
Group’s operations depend on the successful deployment of continuously evolving technologies and its
response to technological changes and industry developments.
The Group’s business currently covers both TDM and IP telecoms traffic, including VoIP. To compete
successfully, the Group must increase the diversity and sophistication of the services it offers and
upgrade its technologies. There can be no assurance that the Group can improve the features,
functionality, reliability and responsiveness of its interoperability, infrastructure and other services to
meet the changing demands of its customers towards new communication technologies in a timely
manner. In the event the Group is not in a position to cope with emerging and future technological
changes, the Group’s operations or its competitiveness will be adversely affected. A similar risk applies
to CTM with respect to the evolving demands of its subscribers for new technologies that CTM may not
be able to meet.
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Similarly, the technologies that the Enlarged Group employs may become obsolete or subject to intense
competition from new technologies in the future. If the Enlarged Group fails to develop, or obtain timely
access to, new technologies, or if it fails to obtain the necessary licences for the provision of services
using these new technologies, the Enlarged Group may lose its customers and market share, and its results
of operations would be adversely affected.
The proliferation of Internet-enabled applications may have a negative impact on the Group’s SMS
segment
The increasing adoption of Internet-enabled applications for smartphones has presented challenges to the
Group’s SMS segment in certain regions. For example, Hong Kong local SMS volume has declined due to
the continued penetration of smartphone devices. Whilst the general preference for international SMS
and Application to Person (A2P) SMS has helped to offset the decline in local SMS traffic, there is no
guarantee that Internet-enabled applications will not continue to grow in scope and to negatively impact
the Group’s revenues from SMS operations.
The Enlarged Group may not be able to adapt to its customers’ varying requirements and its
products or services may not gain market acceptance and may not achieve commercial success
The success of the Enlarged Group’s business depends on its ability to enhance its existing products and
services and to develop new products and services which are compatible to the industry requirements of
its targeted customers, who may have different needs. Such development process is complex, uncertain
and time-consuming. The success of the new products or services depends on the Enlarged Group’s
ability to anticipate and adjust its products or services for changing needs, preferences and technological
requirements of its customers, as well as the perceived advantages and disadvantages of its products or
services relative to competitive products or services. If the Enlarged Group fails to gain market
acceptance of its new products or services by its targeted customers, it may not recover the research,
development, production and marketing costs for such new products or services, and the Enlarged
Group’s business, financial condition, results of operations and prospects may be adversely affected.
Systems failures, delays and other problems could harm the Enlarged Group’s reputation and
business, and cause the Enlarged Group to lose customers and be exposed to customer liability
The Group provides interoperable interconnections, mobile VAS and data services that are critical to the
operations of its customers. The Group’s system architecture is integral to its ability to process a high
volume of transactions in a timely and effective manner. CTM provides mobile, fixed line and broadband
services that are dependent on the performance of its network.
The Enlarged Group may experience failures or interruptions of its systems and services, or other
problems in connection with its operations as a result of, amongst others:
•

damage to or failure of its computer software or hardware or its infrastructure and connections;

•

data processing errors by its systems;

•

computer viruses or software defects;

•

physical or electronic break-ins, sabotage, intentional acts of vandalism and similar events; and

•

the failure to adapt to rapid technological changes in the telecoms industry.

In December 2012, CTM experienced a system failure as a result of a software update. The issue was
resolved and measures were implemented to ensure that similar issues did not arise again.
If the Enlarged Group cannot adequately ensure the ability of its network services to perform consistently
at a high level or otherwise fails to meet its customers’ expectations:
•

it may experience damage to its reputation, which may adversely affect its ability to attract or
retain customers for its existing services, and may also make it more difficult for the Enlarged
Group to market its existing or future services;

•

it may be subject to significant damages or customer liability claims, under its contracts or
otherwise, including the requirement to pay penalties relating to service level requirements in its
contracts;
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•

it may, in the case of CTM, be subject to penalties imposed by the Macau regulators;

•

its operating expenses or capital expenditures may increase as a result of corrective efforts that it
must perform;

•

its customers may reduce their use of its services; or

•

one or more of its significant contracts may be terminated early, or may not be renewed.

These or other consequences would adversely affect the Enlarged Group’s revenues and performance.
The loss of, or damage to, a data centre or other infrastructure may interrupt the Enlarged Group’s
operations and harm the Enlarged Group’s revenues and growth
The integrity of the Enlarged Group’s data centres and infrastructure, in particular in relation to the
Enlarged Group’s POPs, submarine cable connections, international private lease lines, local lease lines,
switches or other circuits connecting the Enlarged Group with its customers, are important to the
Enlarged Group’s provision of services. The Enlarged Group may not have sufficient backup systems or
facilities to allow it to receive, process and/or transmit data in the event of a loss of, or damage to, any of
its data centres or infrastructure. Such loss or damage may be caused by power loss, natural disasters such
as fires, earthquakes, severe storms, heavy rainfall, floods and typhoons, network software flaws,
vandalism, telecoms failures such as transmission cable disruptions or other similar events that could
adversely affect its customers’ ability to access the Enlarged Group’s hub. For instance, in July 2011, one
of CTM’s switch rooms was damaged as a result of an explosion at a restaurant located at the “Centro
Internacional de Macau” building complex, leading to an interruption in CTM’s services. CTM also
experienced several network incidents in February, May and December 2012 which caused services
disruption in some parts of CTM’s mobile network, fixed network and internet network. In the event of
such loss or damage, the Enlarged Group may be required to make significant expenditures to repair or
replace a data centre and/or its other infrastructure. Any interruption to the Enlarged Group’s operations
due to the loss of, or damage to, a data centre and/or its other infrastructure could harm the Enlarged
Group’s reputation and cause its customers to reduce their use of the Enlarged Group’s services, which
could harm the Enlarged Group’s revenues and business prospects.
The Enlarged Group’s business model also depends on the availability of telecoms networks and
infrastructure maintained by third parties to transmit and terminate voice and/or data traffic. In addition,
the Enlarged Group can solely engage with broker carriers/direct carriers to carry some/all of its traffic to
a particular country or destination. In the event that any of these broker carriers or third parties fails to
provide their telecoms networks, infrastructure or other facilities to the Enlarged Group for whatever
reason, for instance, due to natural disasters or problems with, or scheduled or unscheduled maintenance
activities upon, any of their telecoms networks, infrastructure or other facilities, the Enlarged Group’s
ability to complete calls or provide other services to its customers may be materially disrupted or
suspended which could in turn discourage its customers from using the Enlarged Group’s services.
Security or privacy breaches may result in an interruption of service or a reduced quality of service,
which could increase the Enlarged Group’s costs or result in a reduction in the use of the Enlarged
Group’s services by its customers
The Enlarged Group’s systems may be vulnerable to physical break-ins, computer viruses, attacks by
computer hackers or similar disruptive problems. If unauthorised users gain access to the Enlarged
Group’s databases, they may be able to steal, publish, delete or modify sensitive information that is stored
or transmitted on the Enlarged Group’s networks and which the Enlarged Group is required by its
contracts to keep confidential. A security or privacy breach could result in an interruption of service or a
reduced quality of service. Confidential information internal to the Enlarged Group may also be disclosed
to unauthorised personnel who may use such information in a manner adverse to the interests of the
Enlarged Group. Hackers may attempt to “flood” the network, thereby preventing legitimate network
traffic or to disrupt connections between two machines, thereby preventing access to a service or
preventing a particular individual from accessing a service. The Enlarged Group’s VoIP network may also
be exposed to intruders’ attacks or other unauthorised access, resulting in call hijacking, eavesdropping,
resource exhaustion and making of free telephone calls. The Enlarged Group may therefore be required to
make significant expenditures in connection with corresponding corrective or preventive measures. In
addition, a security or privacy breach may harm the Enlarged Group’s reputation and cause its customers
to reduce their use of such services, which could harm the Enlarged Group’s revenues and business
prospects.
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In addition, the Enlarged Group’s revenue may be adversely affected by un-captured usage, in the event
that the Enlarged Group’s systems are “hacked” into, resulting in transmissions that may not be detected
by its billing system. Further, the increase in traffic as a result of such unauthorised “hacking” may slow
or overload the Enlarged Group’s transmission networks, thereby adversely affecting the overall quality
of services which the Enlarged Group provides to its paying customers.
The Enlarged Group’s exposure to telecoms security concerns is heightened as Hong Kong, PRC and
Macau laws relating to liability under such circumstances are relatively new. In addition, the Enlarged
Group does not carry “errors and omissions” or other insurance covering losses or liabilities caused by
computer viruses or security breaches, which under such circumstances could mitigate damages that the
Enlarged Group may suffer. If the Enlarged Group incurs any such losses or liabilities, its operating
results, financial condition, business and prospects may be adversely affected.
Insurance does not cover cyber risks and data loss
The insurance taken out by the Enlarged Group does not cover certain damages or losses, and its policies
contain a number of liability exclusion clauses, including exclusions for:
•

damage or loss relating to the use or misuse of the Internet or similar facility, such as:
•

unauthorised access;

•

unauthorised use;

•

damage to or loss of data or software, in particular any detrimental change in data, software or
computer programs that is caused by a deletion, corruption or deformation of the original structure,
and any business interruption losses resulting from such damage or loss; and

•

damage or loss resulting from an impairment in the function, availability, range of use or
accessibility of data software or computer programs, and any business interruption loss resulting
from such damage or loss.

As such, the Enlarged Group may not be adequately indemnified or compensated if it sustains any such
losses or damages, which in turn may adversely affect the financial position of the Enlarged Group.
The failure of third-party software and equipment which the Enlarged Group uses in its systems
may cause interruptions or failures of its systems
In addition to the use of the Internet and certain telecoms networks maintained by broker carriers and
other third parties for the transmission of voice and/or data traffic, the Enlarged Group also incorporates
hardware, software and equipment developed by third parties into its systems. As a result, the Enlarged
Group’s ability to provide its services depends in part on the continued performance and support of these
third-party products. If these products experience failures or contain defects, and the third parties
supplying these products fail to provide adequate remedial support, this may result in the interruption or
unsatisfactory performance of the Enlarged Group’s systems or services.
Inadequate network resilience and diversity and backup systems may result in service disruptions
Any failure of the Enlarged Group’s backup systems or any insufficiency in the Enlarged Group’s
redundancy capacity may disrupt the Enlarged Group’s operations. Although each of the Group and CTM
has Disaster Recovery Plans in place, there can be no assurance that the Enlarged Group’s existing
alternative routes and cable diversity or backup systems will provide adequate backup for all kinds of
service interruptions that may occur.
Moreover, even with these contingency measures, service disruptions could last for a considerable period
of time before complete service can be restored. This may cause customers to reduce their use of the
Enlarged Group’s services, which could harm the Enlarged Group’s revenues and business prospects.
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Loss of significant information may adversely affect the Enlarged Group’s business
In case of a failure of the Enlarged Group’s data storage system, the Enlarged Group may lose mission
critical network or billing data, source codes, proprietary production system designs or important email
correspondences with its customers and suppliers. Each of the Group and CTM has its own disaster
recovery system to replicate all its mission critical data from its primary storage system in its data centres
at pre-determined intervals and performs periodic offline backups of its important data. However,
mission critical data stored in its core data centre may still be lost if there is a lapse or failure of the
disaster recovery system in backing up these data, or if the periodic offline backup is not frequent or
sufficient enough. In such circumstances, the business and reputation of the Enlarged Group may be
materially adversely affected.
Capacity limits on the Enlarged Group’s network and application platforms may be difficult to
project and the Enlarged Group may not be able to expand or upgrade its systems to meet
increasing demand
The Enlarged Group’s business requires it to handle a large number of calls, SMS and other data
simultaneously. In order to manage growth in the number of such calls, SMS and other data successfully,
the Enlarged Group needs to enhance its operational, management, financial and information systems and
controls continuously and effectively. It is difficult to predict when the capacity limits on the Enlarged
Group’s network and application platforms will be reached, given that the usage requirement of the
Enlarged Group’s services depends on the demand from their respective subscribers and, in the case of
the Group, the choices of telecoms operators on which hubbing service provider to use. If the Enlarged
Group does not expand or upgrade its hardware and software quickly enough, it may not have sufficient
capacity to handle the increasing demand and this would limit the growth of its operation and
improvement of its performance. In particular, the establishment of a fully equipped data centre and the
related network infrastructure is expected to take approximately six months and will be subject to the
availability of capital, location, telecoms connection networks and electricity supplies. Even with
sufficient expansion, the Enlarged Group may fail to manage its deployments of the latest technology or
utilise it in a cost-effective manner. In addition to potential losses of growth opportunities, any such
failure could adversely affect customer confidence in the Enlarged Group’s capability and could result in
the loss of businesses outright.
The Enlarged Group’s ability to maintain and expand its telecoms services may be affected by
disruption of supplies from its major suppliers
A significant portion of the Enlarged Group’s supplies has been, and is expected to continue to be,
derived from a limited number of suppliers. Major purchase costs of the Group relate to carrier costs,
being terminating telecoms operators’ fees charged against the Group. For the years ended 31 December
2010, 2011 and 2012, the Group’s top five largest suppliers accounted for approximately 41.9%, 37.9%
and 36.0% respectively of the Group’s total costs of sales, and approximately 37%, 40% and 44%
respectively of CTM’s total costs of sales. During the same periods, the Group’s largest supplier
accounted for approximately 19.8%, 14.3% and 16.2% respectively of the Group’s total costs of sales,
and approximately 28%, 30% and 29% respectively of CTM’s total costs of sales.
The Enlarged Group has not entered into long-term supply contracts with many of its major suppliers,
save in respect of certain undersea cables. As such, there can be no assurance that the Enlarged Group’s
major suppliers will continue to provide the relevant technical support and services to the Enlarged
Group. In the event that any of these suppliers cease to provide their services to the Enlarged Group, and
the Enlarged Group fails to replace such suppliers, or if there are significant increases in the cost of these
supplies, the Enlarged Group’s business and financial position may be materially and adversely affected.
The Enlarged Group is subject to credit risk in respect of its account receivables
The Enlarged Group provides credit periods to its customers, which are calculated from the dates the
invoices are issued to the dates of payment by the customers. Depending on the credit status of the
customers, such credit periods generally range from 7 to 180 days in the case of the Group and from 20 to
30 days in the case of CTM.
Both the Group and CTM has a concentration of credit risk of trade and other receivables due from its
largest customers. Should such customers fail to settle such receivables in full, the Enlarged Group’s
financial conditions and profitability could be adversely affected.
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Although the Enlarged Group implements credit control policies and measures, the Enlarged Group
cannot assure that these measures are adequate in protecting the Enlarged Group against material credit
risks. The Enlarged Group may provide services to customers who do not provide sufficient deposits,
advance payments or bank guarantees for its services. Moreover, should the Enlarged Group’s customers
be unable to pay in full for any reason, the Enlarged Group’s profit and cashflow will be adversely
affected. Any delay in the payment by customers may also adversely affect the Enlarged Group’s
operation and financial position. The Enlarged Group may have to sustain legal costs in pursuing
unsettled invoices, a process that is time-consuming and may be affected by a variety of factors including
any counterclaim from such non-paying customers, particularly in cases involving overseas customers.
Even if the Enlarged Group obtains favourable judgements, enforcement of such judgements may take
time and may not always be successful.
The Enlarged Group’s failure to achieve or sustain market acceptance at desired pricing levels may
impact its ability to maintain profitability or positive cash flow
The Enlarged Group’s competitors and customers may cause the Enlarged Group to reduce the prices it
charges for its services which in turn could adversely affect the Enlarged Group’s profitability and cash
flow. The primary sources of pricing pressure include:
•

competitors offering competing services at reduced prices, or bundling and pricing services in a
manner which makes it difficult for the Enlarged Group to compete;

•

customers with a significant volume of transactions may have enhanced leverage in pricing
negotiations with the Enlarged Group; and

•

if the prices of the Enlarged Group’s services are too high, potential customers may find it
economically more advantageous to handle certain functions in-house instead of using the
Enlarged Group’s services.

A decline in the volume of transactions the Group handles may have an adverse effect on its results
of operations
The Group generates revenues for the majority of its services on a usage basis. Though the Group has
entered into service contracts with some of its customers that contain terms specifying minimum usage
requirements or commitment arrangements between the Group and its customers, the majority of the
Group’s contracts with its customers do not contain such terms. As such, the Group is not protected
against the potential adverse effect on its revenues as a result of a decrease in the transaction volumes
provided by its customers.
In addition, if telecoms operators develop internal systems to address their business needs or establish
direct links with their counterparts, or if the cost of using the Group’s services makes it not economical
for a telecoms operator to use the Group’s services, the Group may experience a reduction in its business
volumes.
The Enlarged Group may need additional capital in the future which may not be available on
favourable terms
The Enlarged Group may require additional capital in the future to fund its operations, finance
investments in equipment or infrastructure, or respond to competitive pressures or strategic
opportunities. If the Enlarged Group does not have sufficient internal resources to fund its operations,
capital expenditures and expansion, it will have to rely on external equity and debt financing. The
Enlarged Group cannot be certain that additional financing will be available on terms favorable to it, or at
all. Further, the terms of available debt financing may place limits on the Enlarged Group’s financial and
operating flexibility. If the Enlarged Group is unable to obtain sufficient capital in the future, the
Enlarged Group may face the following risks:
•

not being able to continue to meet customers’ demands for service quality, capacity and
competitive pricing;

•

not being able to expand its capacity or operations or acquire complementary businesses;

•

not being able to develop new services or otherwise respond competitively to changing business
conditions; and
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•

being forced to reduce its operations.

The loss of any key members of the management team may impair the Enlarged Group’s ability to
identify and secure new contracts with customers or otherwise manage its business effectively
The Enlarged Group’s success depends on, in part, the continued contributions of its senior management,
most of whom have significant experience in the telecoms markets with in-depth knowledge of various
aspects of telecoms business development. In addition, the relationships and reputation that the members
of the Enlarged Group’s management team have established and maintained with its customers contribute
to the Enlarged Group’s ability to maintain good customer relations, which is important to the direct
selling strategy that the Enlarged Group adopts.
Although the Enlarged Group has entered into employment contracts with all its senior management,
these contracts cannot prevent its senior management from terminating their employment. Additionally
the Enlarged Group does not maintain any “key person” insurance nor have in place a succession plan.
Hence, the loss of the services of a key member of the senior management team either by resignation or
retirement may impair the Enlarged Group’s ability to identify and secure new contracts with customers
or otherwise to manage its business effectively.
The Enlarged Group’s failure to recruit and retain qualified employees may undermine its ability to
maintain business growth
The Group believes that an integral part of its success relies on its ability to recruit and retain employees
who have advanced skills in the services that the Enlarged Group provides. In particular, the Enlarged
Group must hire and retain employees with the technical expertise and industry knowledge necessary to
maintain and continue to develop the Enlarged Group’s operations. There can be no assurance that the
Enlarged Group will be able to recruit and/or retain suitable employees in the future.
The Enlarged Group must also effectively manage the growth of its sales and marketing team to ensure
the growth of its business. The Enlarged Group’s business depends on, to a considerable extent, the
ability of its sales and marketing team to establish direct sales channels. The Enlarged Group’s success
also depends on its application development team to improve and develop its services. Employees with
the skills that the Enlarged Group requires are in great demand and are likely to remain a limited resource
in the foreseeable future. If the Enlarged Group is unable to recruit and retain a sufficient number of these
employees at all levels, its ability in maintaining and growing its business may be adversely affected.
The Group may not be successful in expanding into overseas markets and this could adversely affect
the Group’s prospects and financial results
The strategy of the Group involves the growth of its operations in overseas countries and markets, in
particular in markets with higher growth potential such as China. In recent years, the Group has opened
offices and/or acquired operations in 10 countries/areas, namely, the United Kingdom, USA, Canada,
Vietnam, Taiwan, Japan, Singapore, Malaysia, Brazil and China. There can be no assurance that this
expansion will be successful. International operations and business expansion plans are subject to
additional risks, such as differences in legal and regulatory and licensing requirements, insufficiency of
intellectual property protection, potentially adverse tax consequences, fluctuations in currency exchange
rates, difficulty in enforcing agreements and collecting receivables in certain legal systems, differences
in legal burdens in complying with foreign laws and regulations, and changes in political and economic
conditions.
In addition, the technologies involved in the services which the Group intends to launch overseas may
already be patented overseas. There can be no assurance that the Group will be able to receive or retain
licences or authorisations that may be required for the Group to provide its services in other countries. In
addition, the Group cannot ensure that it will be able to anticipate and manage all these risks and other
risks associated with its expansion into overseas markets, and the deployment of human and financial
resources in pursuing such expansion may have a material and adverse impact on the Group.
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The Enlarged Group relies on sophisticated billing and credit control systems, and any problems
with these systems could interrupt the Enlarged Group’s operations
Sophisticated billing and credit control systems are critical to the Enlarged Group’s ability to increase
revenue streams, avoid revenue loss and potential credit problems, and bill customers properly and in a
timely manner. As part of the Group’s initiative to diversify its product portfolio, the Group has recently
implemented a large scale upgrade to its billing systems to adapt to new products. Any failure or
non-performance of the upgraded billing system will adversely affect the Group’s ability to collect
revenue from customers in a timely manner. Further, if adequate billing and credit control systems and
software programmes are unavailable, or if upgrades are delayed or not introduced in a timely manner, or
if the Enlarged Group is unable to integrate such systems and software programmes into its billing and
credit control systems, the Enlarged Group may experience delayed billing which may negatively affect
the Enlarged Group’s cash flow and other aspects of its operations.
The Enlarged Group will need to expand and adapt its billing and credit control systems to capture
revenue streams as its businesses continue to grow. Failure by the Enlarged Group to do so could
adversely affect its business, prospects, financial condition and results of operations. Moreover, the
Enlarged Group may decide to launch certain services and products even though its billing and control
systems are not yet able to fully track and bill for these services and products at the time of their launch.
The Enlarged Group’s ability to provide commercially viable telecoms services depends, in part,
upon various intellectual property rights owned by the Enlarged Group and those licensed from
third parties
The Enlarged Group currently licenses certain technologies and other intellectual property rights from
third parties. As the Enlarged Group continues to introduce new services requiring new technologies, it
may need to obtain licences to use additional third-party technologies. If the Enlarged Group is unable to
obtain or renew these technology licences on commercially acceptable terms, its new product and service
launches could be severely compromised. Moreover, it is possible that in the course of using existing or
new technologies, the Enlarged Group may inadvertently breach the intellectual property rights of others
and liabilities may ensue, which may materially affect the Enlarged Group’s business and financial
condition.
The intellectual property rights developed or owned by or licensed to the Enlarged Group may be
challenged or circumvented by competitors or other third parties, or the relevant intellectual property
rights may be invalid, unenforceable or insufficiently broad to protect the Enlarged Group’s interests or to
provide the Enlarged Group with any competitive advantage. Any loss or withdrawal of intellectual
property rights may affect the Enlarged Group’s ability to provide its services and may adversely affect
the Enlarged Group’s financial condition, results of operations and prospects.
The Enlarged Group has not registered all the intellectual property rights in its technologies, and
any unauthorised use, infringement or misappropriation of such rights by third parties may
adversely affect the Enlarged Group’s business
The Enlarged Group has developed a number of trademarks, copyrights, domain names, software
applications and technologies. While under applicable law, copyright arises without the need of its owner
to register its copyright first, intellectual property rights such as patents and trademarks must be
registered with the relevant governmental authority before a person or entity can become its registered
owner, and hence be protected by the relevant intellectual property laws. The registration of trademarks,
domain names, software applications and technologies is therefore necessary before the Enlarged Group
can enforce its intellectual property rights against unauthorised use, infringement or misappropriation of
such rights. However, as registration of patents is time consuming and may not be cost effective, the
Enlarged Group has only registered (or obtained the right to use, as the case may be) its domain names
and trademarks in jurisdictions that are essential to the Enlarged Group’s operations. The absence of
registration for the intellectual property rights that the Enlarged Group may have over its software
applications and technologies exposes the Enlarged Group to the possible unauthorised use, infringement
or misappropriation of its marks and technologies to which the Group cannot effectively enforce its
rights. This may result in the revenue-generating intellectual property rights being used and developed by
third parties for their own business purposes and the Enlarged Group’s business may therefore be
adversely affected.
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The Enlarged Group may not be able to sustain its existing sales margins
For the years ended 31 December 2010, 2011 and 2012, the Group achieved sales margins (meaning, in
the context of the Group, the amount of turnover minus network, operations and support expenses as
percentage of turnover) of approximately 31.2%, 30.7% and 30.0% respectively, and CTM achieved sales
margins (meaning, in the context of CTM, turnover minus direct cost of sales, as a percentage of
turnover) of approximately 58.5%, 44.8% and 37.4% respectively. However, there can be no assurance
that the Enlarged Group will be able to sustain these sales margins in the future due to the likelihood of
rapid changes in the telecoms industry and the keen competition in the industry. In the event that the
Enlarged Group is unable to develop new services with high sales margins or if its services are substituted
or are otherwise adversely affected by similar or superior services developed by its competitors, the
Enlarged Group may not be able to sustain its existing sales margins respectively.
Significant decline in handset sales may impact CTM’s sales and its cashflow and working capital
CTM presently relies on the sale of handsets to generate a significant portion of its revenue, representing
17.8%, 38.1% and 51.2% of its consolidated turnover for the years ended 31 December 2010, 2011 and
2012, respectively. The sale of handsets also provides CTM with an opportunity to cross-sell
complementing carrier services to new customers. As such, any circumstance, including any slowdown in
the introduction of new smartphones, that results in a significant decline in handset sales may adversely
affect the revenue generated by CTM and negatively impact its cashflow and working capital.
Currency fluctuations could adversely affect the Group’s results of operations
Although a substantial portion of the Group’s turnover and cost of sales are denominated in U.S. dollar,
the Hong Kong dollar has been pegged to the U.S. dollar since 1983. In addition, the Group’s financial
assets, financial liabilities and transactions are mainly denominated either in Hong Kong dollars or U.S.
dollars. However, there is no assurance that such a peg will be maintained in the future. Therefore, the
Group’s results of operations and ability to discharge its obligations could be adversely affected by the
discontinuation or revaluation of the peg between the Hong Kong dollar and the U.S. dollar. In addition,
even if the peg continues, the Group’s operating costs could be adversely affected by substantial
fluctuations in the U.S. dollar.
RISKS RELATING TO THE INDUSTRY
Consolidation among the Group’s customers may cause the Group to lose transaction volume
As a hub-based service provider, the primary business of the Group is derived from exchange of voice and
data transmission between telecoms operators. Consolidations, mergers and acquisition activities among
telecoms operators typically reduce their needs for interconnection services. Therefore, these types of
corporate activities may cause the Group to lose transmission volume or may cause the Group to reduce
per-transmission prices for its services.
The Enlarged Group operates in a highly regulated business and requires licences from the CA and
the Macau Government, without which they would be unable to operate
The Group is subject to the rules and regulations of the CA, which regulates the telecoms industry in
Hong Kong, and OFCA, which assists the CA in enforcing and administering the Telecommunications
Ordinance. Under the Telecommunications Ordinance, the CA, on the basis of the powers originally
conferred to the Telecommunications Authority, has certain discretionary powers to direct the Group to
undertake and provide certain interconnection services and facilities and to impose the terms and
conditions of interconnection. If the CA determines that the Group has violated Hong Kong’s telecoms
laws or regulations or the conditions of its licences, the CA may suspend or cancel the Group’s licences
or take other action detrimental to the Group. In December 2011, CA decided to introduce a new
regulatory regime on LACs, whereby both FNOs and MNOs, with effect from 1 July 2013, would be
entitled to collect LAC at level to be set by commercial agreement. At present, only FNOs collect LAC in
practice. The Group has commenced negotiations with the MNOs to set the level of LAC. However, there
can be no assurance that the Group will be able to reach agreements with the MNOs on commercially
acceptable terms or at all and in such case, the Group’s operations may be adversely affected. In addition,
the SBO licences granted by OFCA to a subsidiary of the Guarantor are normally valid for one year,
subject to renewal at the discretion of OFCA and compliance of all terms and conditions of the licences.
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In the event that OFCA refuses to renew any of the existing licences of the Group, the Group’s ability to
offer its services will be adversely affected. The Chief Executive in Council may also cancel or suspend
licences if it considers that it is in the public interest to do so.
CTM currently has the right granted from the Macau Government to provide local and international
switched fixed voice and data services on a non-exclusive basis, without interruption, for a period of five
years from 1 January 2012 until 31 December 2016, automatically renewable for another five-year period
until 31 December 2021 except in case of serious breach by CTM of the relevant laws and regulations or
for duly justified imperative reasons of public interest. CTM also operates under licences from the Macau
Government to provide mobile services in competition with other operators in Macau. The licence for
GSM 2G mobile services is valid until 4 June 2015 and the licence for WCDMA 3G mobile services is
valid until 5 June 2015. In the event that the Macau Government refuses to renew any of the existing
licences of CTM when they expire, CTM’s ability to offer its services will be adversely affected.
Moreover, if the CA or Macau Government changes its existing regulations or policies, the Enlarged
Group could be adversely affected. The Enlarged Group may also incur extra costs in order to comply
with technical specifications or other conditions resulting from any enacted or proposed changes in the
applicable laws and regulations. As a result of any of the above, the Enlarged Group’s business, financial
condition, results of operations and prospects may be adversely affected. The business of the Enlarged
Group’s customers is also subject to regulations. As a result, such regulations could indirectly affect the
Enlarged Group’s business. As communications technologies and the telecoms industry continue to
evolve, the regulations governing the telecoms industry may change. If this were to occur, the demand for
the Enlarged Group’s services could change in ways that the Enlarged Group cannot easily predict and
may result in a decline in the Enlarged Group’s revenues.
Regulatory changes for the telecoms industry in China may adversely affect the Group’s business in
China
The Group’s ability to successfully maintain and develop its services in China and to do business with
telecoms operators in China may be affected by PRC laws. In particular, the laws governing China’s
telecoms industry are evolving, and the laws governing China’s Internet industry remain underdeveloped.
There can be no assurance whether and to what extent PRC law will affect the Group’s services in China
or the telecoms operators in China that in turn may affect the Group’s business with them.
Issues may also arise regarding the interpretation and enforcement of China’s WTO commitments
regarding telecoms services, which may affect telecoms regulations and the telecoms industry in China.
Any future regulatory changes, such as those relating to the issuance of additional telecoms licences,
tariff setting, interconnection and settlement arrangements, changes in technical and service standards,
universal service obligations and spectrum and number allocations, may have a material adverse effect on
the Group’s business and operations.
Developments of VoIP and other OTT applications may affect the volume and quality of hubbing
services provided by the Group
The Group believes that VoIP is one of the important emerging trends in telecommunications. However, if
VoIP continues to grow to dominate the international retail voice market, the Group’s international
wholesale voice hubbing services may be adversely affected. To mitigate the impact, the Group has made
considerable efforts in developing its VoIP-compatible platform. Whilst the Group has thus far benefitted
from this trend by providing interoperability and hubbing services to connect originating VoIP calls to
fixed-line or mobile recipients or vice versa, the rapid growth of OTT players who use the public Internet
to connect callers, cutting out the need to pay for international transit and termination separately, has
posed further challenges to the Group. The rapid growth of OTT players and developments in OTT
applications may also reduce demand for the Group’s SMS hubbing services, including IOSMS. If the
Group fails to implement an effective strategy to meet such challenges, its sales margins may be
materially and adversely affected. Further, the quality of the Group’s interoperability and hubbing
services may be affected due to certain inherit risks of VoIP which include lack of satisfactory security
measures and service quality (such as jitters, packet loss, duplicate packets and packet delay).
If technological improvements in VoIP cannot reduce or eliminate the inherit risks of VoIP, the Group’s
effort in developing its VoIP-compatible platform may not generate expected favourable results and sales
margins may thereby be negatively affected.

Page 12

RISKS RELATING TO ECONOMY AND POLITICS
The Enlarged Group’s performance and financial condition are affected by the state of the global
economy, in particular the economies of Hong Kong, Macau and the PRC
The Group’s primary facilities and operations are located in Hong Kong and the majority of its turnover
is derived from the PRC, while CTM’s primary facilities and operations are located in Macau. The
Enlarged Group’s results of operations and financial condition therefore depend on the economies of
Hong Kong, Macau and the PRC.
The Chinese economy has historically been a planned economy. A substantial portion of productive assets
in China are still owned by various levels of the PRC Government. In recent years, the government has
implemented economic reform measures emphasising decentralisation, utilisation of market forces in the
development of the economy and a high level of management autonomy. Such economic reform measures
may be inconsistent or ineffectual, and the Group may not benefit from all such reforms. Furthermore,
these measures may be adjusted or modified, possibly resulting in such economic liberalisation measures
being applied inconsistently from industry to industry, or across different regions of the country.
In the past twenty-five years, China has been one of the world’s fastest growing economies in terms of
gross domestic product, or GDP. However, China’s GDP growth in 2012 was the weakest since 1999 and
the Group cannot assure that such growth will be sustained in the future. The Group’s financial condition
and results of operation, as well as the Group’s future prospects, would be materially and adversely
affected by an economic downturn in China.
Economic growth in China has also historically been accompanied by periods of high inflation. The
government has implemented various policies from time to time to control the rate of economic growth,
limit inflation and otherwise regulate economic expansion. Some of these measures, while benefiting the
overall economy of China, may have a negative effect on the Group.
Any reduction in telephone calls into and out of the PRC as a result of diminished business activity and,
to a lesser extent, reduced international travel resulting in a decline in the provision of roaming services,
have had and may continue to have a negative impact on the Group’s financial condition and results of
operations.
The economy of Macau is significantly affected by the developments in China and the Asia Pacific
region. China’s economy may experience negative economic developments, and other regional economies
may also deteriorate. In such circumstances, Macau’s economy and hence the Enlarged Group’s operating
results, financial condition, business and prospects would be adversely affected.
The Group also has significant operations across the Asia-Pacific region and part of its growth strategy is
to expand into new regions, in particular emerging markets such as Latin America, the Middle East and
Africa. These regions have also been adversely affected by the global economic slowdown and any
continued slowdown may have an adverse effect on the Group’s existing operations in, and planned
expansion into, these regions.
Political conditions in Hong Kong, Macau, PRC and the Asia-Pacific region, as well as other
markets into which the Enlarged Group has expanded or plans to expand its operations, may
adversely affect the Enlarged Group’s performance and financial condition
Hong Kong and Macau are special administrative regions of the PRC each with its own government and
legislature. However, there is no assurance that Hong Kong and Macau will continue to enjoy their
current levels of autonomy from the PRC. If they do not, this could have a material adverse effect on the
Enlarged Group’s business, results of operations and financial condition.
A key element of the Enlarged Group’s international business strategy involves the expansion of its
operations in the Asia-Pacific region and into other emerging markets such as Latin America, the Middle
East and Africa. Changes in the political conditions in these regions are difficult to predict and may
adversely affect the Enlarged Group’s operations or cause this region to become less attractive to
businesses, which may in turn reduce its revenue. The Enlarged Group’s operations in these markets
expose the Enlarged Group to certain additional risks inherent in its international operations, including:
•

difficulties in enforcing agreements and collecting receivables through some legal systems;
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•

fluctuations in foreign currency exchange rates, which may adversely affect the Enlarged Group’s
results of operations;

•

implementation of foreign exchange controls or other restrictions within these regions; and

•

difficulties in obtaining licences or interconnection arrangements on acceptable terms, or at all.

Any of the above risks may adversely affect the Enlarged Group’s business, financial condition and
results of operations.
Telecoms revenue may be adversely affected by increases in carrier charges in China
In China, tariffs for all domestic and international long distance services offered through public switched
telephone networks, leased lines and data services are jointly set by the Ministry of Industry and
Information Technology of the PRC and the National Development and Reform Commission. Certain
tariffs payable by the Group to its carrier partners are based, among other things, on the tariffs set by
these agencies with respect to the calls subscribers make to or from persons in China. For the years ended
31 December 2010, 2011 and 2012, the Group handled a total of approximately 10,222 million, 9,101
million and 8,656 million minutes of voice traffic, respectively, of which approximately 8,426 million,
7,272 million and 6,154 million minutes were China in-bound and out-bound voice traffic. The Group
cannot predict the timing, likelihood or magnitude of any tariff adjustments that may be imposed by the
Ministry of Industry and Information Technology of the PRC and the National Development and Reform
Commission, nor can it predict the extent or potential impact upon its business of any future tariff
increases. Such increases may lead to a decrease in traffic, reduce our revenues and adversely affect the
Group’s business and results of operations. In addition, if the Group is unable to effectively manage the
increased network costs, the profit margins of its business could be adversely affected.
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DESCRIPTION OF CTM
This section contains information about CTM in which the Company is interested as to 20%. Accordingly,
CTM is not a subsidiary of the Company as at the date of this document. The information set out in this
section (a) has been extracted from various sources which are not controlled or compiled by the Issuer
and the Company and (b) is presented based on the best knowledge, after reasonable enquiries, of the
Issuer and the Company.
OVERVIEW
CTM is principally engaged in mobile, fixed line and broadband services in Macau and is a major supplier
of enterprise telecoms services to corporate customers in Macau.
Established in 1981 under the laws of Macau, CTM is currently held as to 51% by Sable, 28% by PT, 20%
by the Company and 1% by Macau Post, being an entity controlled by the Macau Government. Upon
completion of the Acquisitions, the Company will hold a 99% interest in CTM, which will then become a
subsidiary of the Company.
Macau’s telecoms industry was once a monopoly market with CTM being the sole and fully-integrated
operator across the mobile, fixed line and broadband segments. The industry dynamics began to change
when mobile service licences were given to three additional operators since 2001 and subsequently in
2012 when the fixed line market was liberalised. With a over 30-year track record of keeping pace with
advances in technology, CTM was well prepared to address the challenges and opportunities of full
liberalisation of the telecoms market in Macau. CTM remains as the leading and incumbent player in all
three of these segments due to its long-established operations, extensive network coverage, trusted
services, strong brand and innovative products.
CTM’s turnover for the year ended 31 December 2012 reached MOP4,922.2 million, representing a
23.6% increase from the preceding year of MOP3,981.9 million. This growth in revenue was mainly
attributable to sales of goods (primarily due to the increasing popularity of smartphones), reflecting a
growth of 65.1% (MOP999.3 million) against the previous year. Excluding sales of goods, turnover
decreased by 2.4% (MOP59.0 million) in 2012, mainly driven by the decrease in business solutions for
enterprise customers as a result of the cyclical nature of casino/hotel developments in Macau. The drop in
gross margin of business solutions was compensated by the growth in mobile services and leased lines
which led to a growth of overall gross margin of 3% (MOP58 million). As a result, CTM’s profit for the
year increased by 4.0% from MOP932.2 million in 2011 to MOP969.3 million in 2012.
CTM’s overriding strategy is aligned with the Macau Government’s strategy of network convergence with
a long-term vision of transforming Macau into a digital city. CTM strives to meet the changing needs of
customers in Macau by offering a range of advanced telecom services at affordable prices while fulfilling
its responsibilities as a corporate citizen.
STRENGTHS
CTM’s principal strengths include the following:
CTM is the beneficiary of attractive macro and industry economic trends in Macau
The Macau economy experienced GDP growth of 19% CAGR in the five years to September 2012. This
growth resulted in an 8% increase in Macau’s household disposable incomes between 2009 and
September 2012. The tourism and gaming industries have been the key drivers of growth in Macau and
visitor numbers reached 28 million in 2012. Visitors and workers from other countries benefit telecoms
operators such as CTM as they boost roaming and call traffic. Macau’s GDP is heavily skewed by visitors
and the gaming and tourism industries, which stimulate the development of the telecoms market. The
casino/hotel telecoms facilities and infrastructures are also key revenue drivers for CTM’s enterprise
solution services. Macau’s relatively young population distribution provides a growth driver for
technology adoption in the telecoms market and data demand as well as economic growth.
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CTM is the market leader in Macau across all telecommunications services and is the only
integrated telecoms operator in Macau
CTM is the only fully integrated telecoms operator in Macau. New operators have entered individual
market segments, such as mobile, but only one operator bid for the new fixed line licence of the market
and to date none have entered the broadband market. Such an integrated offering provides CTM with a
stronger market position than its competitors, as well as cross selling opportunities. As the incumbent
telecoms operator in Macau, CTM has a strong track record of successful project execution and service
delivery. This is in part due to the established nature of CTM’s operations and its management team’s
deep experience of the Macau market. As a result, CTM has maintained a dominant market share in each
of the three market segments — 100% in fixed line, 100% in broadband and 46.2% in mobile (source:
DSRT) in December 2012.
CTM has the most extensive network infrastructure in Macau which may be upgraded with
relatively limited incremental cost
With a track record of building its network infrastructure in excess of 30 years, CTM has the most
extensive network infrastructure in Macau which may be upgraded with relatively limited incremental
cost. For the three years ended 31 December 2012, CTM’s capital expenditure amounted to a total of
approximately MOP832 million, including MOP339 million expended in 2012. This expenditure was for
projects such as the expansion of the WCDMA 3G mobile network, the expansion of the international
network, the expansion of the leased line and fixed local networks and the expansion of broadband
internet network. CTM is well positioned to capture the strong growth in the mobile and broadband data
markets by providing increasingly high speeds and stable mobile connectivity to meet customer needs.
CTM currently offers an extensive selection of speeds and mobility options to its customers. Specifically,
it offers ADSL, VDSL, and FTTx technologies to support speeds ranging from 1 Mbps to over 250 Mbps.
CTM also offers home wireless and Wi-Fi services.
CTM has a solid financial position with a strong track record of cash generation and dividend
payout
CTM undertakes prudent capital management and had no outstanding borrowings as at 31 December
2012. CTM focuses on cost management by reducing costs, optimising efficiency and increasing
productivity across its businesses such as by engaging in dialogue with its suppliers to revisit
maintenance contracts to reduce costs. CTM also enjoys strong and stable cash flows. CTM generated
adjusted EBITDA of MOP1,193.8 million, MOP1,311.8 million, MOP1,359.1 million and net profit after
taxation of MOP813.5 million, MOP932.2 million and MOP969.3 million respectively in the years ended
31 December 2010, 2011 and 2012. CTM’s strong cash flow position is also supported by (i) the fact that
the expenditure requirements in expanding its infrastructure to support additional users is generally
driven by demand for its services; and (ii) the increased availability of new smartphone devices and the
increased popularity of such devices boosts the demand for mobile data services.
CTM has an experienced senior management team with extensive experience in the telecoms
industry
CTM has an experienced, professional team of senior managers, who have significant experience in the
telecoms industry and have in-depth knowledge of various aspects of telecoms business development.
The good relationships that its directors and its senior management have with regulators, other industry
participants and its customers have assisted CTM in developing new services, securing new businesses
and contributed significantly to the success of its operations.
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BUSINESS STRATEGIES
CTM’s overriding strategy is aligned with the Macau Government’s strategy of network convergence with
a long-term vision of transforming Macau into a digital city. CTM strives to meet the changing needs of
customers in Macau by offering a range of advanced telecoms services at affordable prices while
fulfilling its responsibilities as a corporate citizen. The specific strategies for each of CTM’s four
business segments are as follows.
Mobile services
As the trend towards convergence of mobile devices and fixed broadband is expected to drive the
development of personal broadband products, depending on the needs of different types of customers,
CTM intends to offer or promote different services to cater for their specific needs. For example, for
high-end users, CTM is planning to promote the business use of mobile centrex and tablet applications
supported by the cloud environment. For the youth and immigrant worker segments, CTM intends to
focus on prepaid offers, including IDD plans and data applications. CTM plans to strengthen partnerships
further with regional operators to maintain market share in the roaming market and enable joint
promotions for roaming data. CTM also intends to expand its retail network and implement a convergent
real time rating, billing and mediation system to enhance billing flexibility.
Internet services
In view of the demand for high speed Internet access and mobile and fixed broadband convergence, CTM
intends to continue to develop and adopt new technologies, and invest to enhance its network coverage
and broadband speeds. CTM is expected to continue to upgrade the bandwidth packages to improve
customer experience.
Fixed line services
In light of the development in the mobile market and advancement in technology, the fixed line market
has been relatively stagnant. CTM intends to re-price and repackage IDD services to retain the levels of
traffic and market share. CTM also intends to focus on the business market and introduce new integrated
calling and contact solutions for businesses to enhance current product offerings.
Enterprise solution services
CTM intends to continue to focus on the provision of one-stop shop services to its corporate customers
and the government sector. By reviewing its pricing and product range, CTM intends to refine further the
scope of its services to ensure provision of quality managed services and integrated solutions. The
wholesale market is expected to be analysed further to address new potential business opportunities, and
the product range will include wholesale leased lines, IP backhaul, broadband wholesale and IP transit
resell. One-stop shop business solutions for enterprise customers in different sectors, including Macau
governmental departments, educational institutions, hospitals and the gaming industry, as well as for
major civil infrastructure construction and development projects are expected to remain a key focus.
HISTORY
In the early 1980s, the Macau Government realised a revolutionary change needed to enhance the
efficiency of telecoms services, as residents had then to wait many months to have a telephone connected.
Direct dialling was not an option and a telephone call to nearby Hong Kong was a lengthy procedure and
had to be placed through an operator.
An agreement was reached in October 1981 with Cable and Wireless plc, one of the largest telecoms
operators in the UK, and others to form CTM which was entrusted with the responsibility of providing
telecoms services to the Macau community.
As the only full telecoms service provider in Macau, CTM has maintained a leadership role in providing
world-class telecoms services to Macau’s residents and visitors and it continues to play a major role in the
ongoing development of Macau’s infrastructure.
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In the face of intense competition which has come with the gradual liberalisation of the telecoms market
in Macau since 2000, CTM continued to invest to improve its network quality and customer service levels
to further strengthen its position as Macau’s telecommunications provider of choice.
In 2007, CTM was awarded “The Best Brand Enterprise Award 2007” by the Hong Kong Productivity
Council (HKPC) for the Greater China region.
In 2011, CTM was awarded a “Corporate Strategy Excellence Award 2011” by East Week magazine. CTM
has been awarded “The Quality and Integrity Merchants” and “My Most Favourite Top Ten Brands in
Hong Kong and Macau” awards by the Guangzhou Daily for five consecutive years (2007–2011).
BUSINESS SEGMENTS
The consolidated turnover from CTM’s different business segments for the years ended 31 December
2010, 2011 and 2012 were as follows:
Year ended 31 December

Telecommunications services . . . . . . . . . . . . . . . . . . . .
Enterprise solution services . . . . . . . . . . . . . . . . . . . . .
Sales of goods . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

2010

2011

2012

(MOP’000)

(MOP’000)

(MOP’000)

2,000,927
251,629
507,597

2,074,966
372,554
1,534,412

2,165,106
223,378
2,533,708

2,760,153

3,981,932

4,922,192

Telecommunications services
CTM provides mobile, local telephony services, local data and broadband services, and international
telecommunications services.
Mobile services consist of local and international voice and data services, outbound and inbound roaming
and other value added services.
Local telephony services consist of fixed-line local telecommunications services, multimedia services
and wholesale interconnection services provided to other telecommunications carriers and service
providers.
Local data services consist primarily of data transmission services such as private or virtual private IP
network services for private and public sector organisations, and business and residential local broadband
services in Macau. CTM offers commercial customers a broad portfolio of data connectivity services
addressing the requirements of each enterprise’s business applications.
The broadband services provide users with a choice of Internet access speeds, with additional
value-added services. Broadband users can also stay connected to the Internet at anytime and anywhere
via Home Wireless and Wi-Fi hotspots throughout Macau via an integrated wireless solution
interconnecting Wi-Fi and mobile broadband networks.
International telecommunications services consist primarily of wholesale and retail international voice,
data and leased line services to multinational enterprises and telecommunications service providers.
With worldwide business partnerships and network interconnection relationships, CTM’s network
provides connectivity to many countries and serves enterprises and wholesale markets in Europe, the
Americas, Africa, the Middle East and Asia. CTM also provides IDD calling services, operator assisted
overseas calls and calling card services to both business and residential customers in Macau.
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Number of users
The table below sets out the number of users in relation to mobile phones, mobile broadband, the Internet
and fixed lines as at the dates indicated:
As at 31 December
2010
Mobile phone users . . .
Mobile broadband users
Internet users . . . . . . . .
Fixed lines . . . . . . . . . .
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513,866
60,246
132,757
168,374

2011
633,936
123,079
138,222
166,310

2012
745,460
165,512
145,120
162,533

Mobile services
CTM provides both 2G and 3G mobile services in Macau. The mobile penetration rate reached 279.8% as
at 31 December 2012. CTM’s mobile customer base increased by over 17.6% for the year 2012, and
attained a market share in December 2012 of approximately 46.2%. CTM provides various services
including inbound and outbound roaming services, sales of mobile equipment, different subscriber plans
for post-paid customers and prepaid services.
The increased availability of smartphones and other wireless devices has had a positive impact on the
demand for mobile data services. CTM has actively developed a suite of applications for smartphones to
enhance user experience. CTM provides support for a broad spectrum of smartphones and has introduced
tariff plans to drive continued growth of its 3G customer base.
As the trend towards convergence of mobile devices and fixed broadband is expected to drive the
development of personal broadband products, depending on the needs of different types of customers,
CTM is expected to offer or promote different services to cater for their specific needs. For example, for
high-end users, CTM will promote the business use of mobile centrex and tablet applications supported
by the cloud environment. For the youth and immigrant worker segments, CTM is expected to focus on
prepaid offers, including IDD plans and data applications. CTM is expected to strengthen partnerships
further with regional operators to maintain market share in the roaming market and enable joint
promotions for roaming data. CTM is also expected to expand its retail network and to implement a
convergent real time rating, billing and mediation system to enhance billing flexibility.
Internet services
The Internet household penetration in Macau was 84.1% as at 31 December 2012 (source: DSRT). CTM’s
Internet subscribers increased by approximately 5.0% in 2012. CTM provides Internet services to both
commercial sector and the residential sector. CTM is expected to continue to upgrade its broadband
network and extend its fiber-optic broadband network.
In view of the demand for high speed Internet access and mobile and fixed broadband convergence, CTM
is expected to continue to develop and adopt new technologies, and invest to enhance its network
coverage and broadband speeds. CTM is expected to continue to upgrade the bandwidth packages to
improve customer experience.
Fixed line services
CTM provides both local and international fixed line services and enables the Macau residents to enjoy
unlimited local voice calls and fax services. CTM has an extended IDD service to more than 235
destinations.
In light of the development in the mobile market and advancement in technology, the fixed line market
has been relatively stagnant. CTM is expected to re-price and repackage IDD services to retain the levels
of traffic and market share. CTM is also expected to focus on the business market and introduce new
integrated calling and contact solutions for the business market to enhance current product offerings.
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Enterprise solution services
CTM provides one-stop shop business solutions for enterprise customers in different sectors, including
Macau Government departments, educational institutions, hospitals and the gaming industry, as well as
the major civil infrastructure constructions development projects. CTM also provides leased circuit
services to the governmental and business sectors.
CTM has built a profitable and sustainable business by winning large-scale, long-term projects and
ensuring stable recurring revenue streams. Aside from its deep long-term relationships with its
customers, CTM has also cultivated solid relationships with its network of software and hardware
partners, leaders in their own respective fields, enabling CTM to effectively tailor solutions for its
customers and manage its costs.
With extensive experience in a wide range of services and impressive project credentials, CTM is a
trusted partner to blue-chip private sector and public sector customers.
A complete range of managed services and data centre services is offered spanning from data centre
hosting and management to cloud computing services.
CTM is expected to continue to focus on the provision of one-stop shop services to its corporate
customers and the government sector. By reviewing its pricing and product range, CTM is expected to
refine further the scope of services provided to ensure quality managed services and integrated solutions
are provided. The wholesale market is expected to be analysed further to address new potential business
opportunities, and the product range is expected to include wholesale leased lines, IP backhaul,
broadband wholesale and IP transit resell. CTM is expected to also focus on high value segments
including casinos, hotels, banks and the government and provide services including facility management,
video conferencing, surveillance network, IT security, disaster recovery cloud applications and data
centres.
Sales of goods
CTM offers a range of Apple, Blackberry, HTC, LG, Nokia, Samsung and other brands of smartphones,
tablets and notebooks, as well as Panasonic and other brands of residential phones, some of which are
only sold with a service plan contract for a specified period. These products may be purchased online or
at any of CTM’s retail outlets.
Handset sales increased from MOP1,515.5 million in 2011 by 66.3% to MOP2,519.8 million in 2012. The
increase was mainly driven by the increasing popularity of smartphones which have a higher selling price
per unit.
SALES AND MARKETING
CTM markets its services through its sales and marketing team as well as via its website and retail outlets.
Dedicated sales units address CTM’s businesses in the consumer and corporate segments of the market. A
team of professional sales consultants in the corporate segment rely on CTM’s CRM capabilities system
to target different customer groups with new products and services, and cross-sell CTM’s services to the
customers of its other divisions. The CRM system collects information about customer usage patterns,
which can be used for market segmentation and to enable CTM to market on a targeted basis. Industry
specialisation and individual focus on larger customers allows for solutions tailored to a customer’s
special needs.
CTM has a customer loyalty programme whereby customers are awarded credits known as “Bonus
points” entitling customers to redeem cash coupons and gifts.
As CTM’s retail outlets are all located in major residential, business or tourist areas, CTM provides
convenient, high-quality services and products to both residents and visitors. CTM is expected to
continue to improve the standard of its retail customer services by expanding its retail shops network and
extending the opening hours of the retail shops.
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COMPETITION
The implementation of the Macau Government’s policy to liberalise the telecommunications industry has
resulted in intense competition in the markets for local and international services. Macau’s telecoms
industry was once a monopoly market with CTM being the sole and fully-integrated operator across the
mobile, fixed line and broadband segments. The industry dynamics began to change when mobile service
licences were given to three additional operators since 2001 and subsequently in 2012 when the fixed line
market was liberalised. CTM remains as the leading and incumbent player in all three segments due to its
long-established operations, extensive network coverage, trusted services, strong brand and innovative
products.
For more information, see “Macau Telecoms Industry Overview”.
REGULATION
Macau’s Basic Telecommunications Law (Law no. 14/2001) provides the basis for the
telecommunications policy of the Macau Government as well as a broad regulatory framework, which is
administered by the DSRT, for the establishment, management and development of telecommunications
networks and telecommunications services.
The Macau Government’s telecommunications policy aims to:
1)

liberalise the installation of public telecommunications networks and the public
telecommunications services, increase the public benefit and create opportunities for investment,
in order to reinforce competitiveness and continuous social and economic development;

2)

guarantee access to telecommunications, with reasonable tariffs/prices and efficiency in a nondiscriminatory manner, for the social and economic activities of Macau’s population;

3)

ensure the existence and availability of a universal telecommunications service;

4)

ensure the equality and transparency of the conditions of competition and promote diversified
services corresponding to the demands of users;

5)

ensure the interoperability of public telecommunications networks, as well as number portability;

6)

promote the utilisation of telecommunications networks and services by public administrations,
public institutes and other public entities, in a way that elevates the equality and efficiency of the
services rendered;

7)

promote scientific and technological development.

Operators of public telecommunications services such as CTM are required to allow other
telecommunications operators to use their network equally under the conditions of competition and
permit the interconnection of telecommunications networks used by other operators, so as to guarantee
the access and communications among the users of the services provided by different operators. The
following anti-competitive practices are prohibited: discriminatory practices impacting other
telecommunications operators and with the public in general; agreements or practices reached among
telecommunications operators or enterprise associations, in whatever form, which distort, restrict and
impede competition; and cross subventions or other practices that subvert competition or choice.
Any telecommunications operator who is not subject to significant competition coming from other
operators is considered to have a dominant position. The main criteria to determine whether a
telecommunications operator is subject to significant competition in a certain market, are the market
share, the ability to influence prices and access to the market by other operators, the control of the media
for accessing to the services by the users, the financial resources and profitability and the degree of
diversity of products and services offered.
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CTM currently has the right granted by the Macau Government to provide local and international
switched fixed voice and data services on a non-exclusive basis, without interruption, for a period of five
years from 1 January 2012 until 31 December 2016, automatically renewable for another five-year period
until 31 December 2021 except in the case of a serious breach by CTM of the relevant laws and
regulations or for reasons of public interest.
CTM also operates under a licence from the Macau Government to provide mobile services in
competition with other operators in Macau, both for GSM 2G and WCDMA 3G mobile services, which
expires in June 2015 and is renewable for a period of up to eight years. CTM is also licensed to operate
internet services. CTM has applied for renewal of its internet licence for a five-year period and the
application for renewal is being processed by the Macau Government.
On 31 December 2011, the Administrative Regulation no. 41/2011, which liberalised the fixed telecoms
market in Macau and established the regime for the deployment and operation of public fixed
telecommunications networks and the licensing framework for new fixed line operators.
INSURANCE
CTM has insurance policies providing coverage for its assets and operations including loss of or damage
to its properties and assets, loss of profit and additional costs of working arising from loss or damage to
its properties or assets, public liability, contractual liability, employment liability, errors and omissions,
amongst others.
CTM’s properties are covered with adequate insurance provided through a combination of direct
insurance or reinsurance policies with insurance companies and with commercially prudent deductibles
and limits on coverage. Notwithstanding CTM’s insurance provisions, the Group could nevertheless
experience a material loss as a result of an unforeseeable series of catastrophic events, systemic adverse
circumstances, or other adverse occurrences not currently foreseeable and/or not commercially insurable.
LITIGATION
There is no litigation or claim of material importance pending or threatened against CTM or any of its
subsidiaries.
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DIRECTORS AND MANAGEMENT
Board of Directors
The board of directors of CTM is as follows:
William Anthony Rice (1) . . . . . . . . . . . . . . . . . . .
Poon Fuk Hei . . . . . . . . . . . . . . . . . . . . . . . . . . .
Timothy Lincoln Pennington (1) . . . . . . . . . . . . . .
Ip Ming Wong . . . . . . . . . . . . . . . . . . . . . . . . . .
Nicholas Ian Cooper (1) . . . . . . . . . . . . . . . . . . . .
Luiz Filipe Saraiva Castel-Branco Avelar (1) . . . . . .
Carlos Manuel Mendes Fidalgo Moreira da Cruz (1)
Yuen Kee Tong . . . . . . . . . . . . . . . . . . . . . . . . . .
Lau Wai Meng . . . . . . . . . . . . . . . . . . . . . . . . . .
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Chairman
Managing Director
Director
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President
Member
Member
Member
Member

Note:
(1)

These persons will resign after the completion of the Acquisitions.

Supervisory Board
The supervisory board of CTM is as follows:
Belinda Holly Yvette Bradberry (1) . .
Maria Teresa Jordão Pereira Neves (1)
Chong Vun Leng . . . . . . . . . . . . . .
Ian James Lawson (1) . . . . . . . . . . . .
David Chan Tin Wai . . . . . . . . . . . .
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Note:
(1)

These persons will resign after the completion of the Acquisitions.

Executive Committee
The executive committee of CTM is as follows:
Poon Fuk Hei . . . .
Ip Ming Wong . . . .
Aguinaldo Wahnon
Donald Shaw . . . .
Declan Leong . . . .
Ebel Cham . . . . . .
Gloria Silva . . . . .
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Thomas Lei . . . . . . . . . . . . . . . . .

Chief Executive Officer
Chief Financial Officer
Vice President, Legal & Regulatory, General Counsel
Vice President, Strategy and Business Performance
Vice President, Enterprise Business
Vice President, Consumer Market
Vice President, Corporate Communications, Human Resources
and Administration
Vice President, Network Services
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CTM MANAGEMENT’S DISCUSSION AND ANALYSIS OF ITS RESULTS OF OPERATION
Set out below is management’s discussion and analysis of CTM’s consolidated results of operation for
each of the three years ended 31 December 2010, 2011 and 2012.
All of the financial information in this section is in relation to the consolidated financial information of
CTM and its subsidiaries.
Operational Review
For the year ended 31 December 2012 compared to the year ended 31 December 2011
CTM’s turnover for the year ended 31 December 2012 reached MOP4,922.2 million, representing a
23.6% increase from the preceding year of MOP3,981.9 million. This growth in turnover was mainly
attributable to sales of goods (primarily due to the increasing popularity of smartphones), reflecting a
growth of 65.1% (MOP999.3 million) against the previous year. Excluding sales of goods, turnover
decreased by 2.4% (MOP59.0 million) in 2012, mainly driven by the decrease in business solutions for
enterprise customers as a result of the cyclical nature of casino/hotel developments in Macau. The drop in
gross margin of business solutions was compensated by the growth in mobile services and leased lines
which led to a growth of overall gross margin of 3% (MOP58 million). As a result, CTM’s profit for the
year increased by 4.0% from MOP932.2 million in 2011 to MOP969.3 million in 2012.
Mobile Services
Mobile revenue increased from MOP2,306.1 million in 2011 by 47.1% to MOP3,393.2 million in 2012.
The increase was mainly driven by increased handset sales, increase in customer base and growth in
mobile broadband revenue.
Handset sales increased from MOP1,515.5 million in 2011 by 66.3% to MOP2,519.8 million in 2012. The
increase was mainly driven by the increasing popularity of smartphones which have a higher selling price
per unit.
The Macau mobile penetration rate reached around 279.8% by the end of 2012. At the same time, CTM’s
mobile customer base increased by 17.6% to 745,460 (2011: 633,936). The number of mobile broadband
subscribers increased by 34.5% to 165,512 (2011: 123,079).
Fixed line Services
Fixed line revenue decreased from MOP598.7 million in 2011 by 9.7% to MOP540.9 million in 2012. The
decrease was mainly due to continuing migration of customers to mobile telecommunications, increased
pricing pressure on IDD service from competitors, the popularity of Voice Over IP (VoIP) as well as the
drop in international transit voice revenue due to worldwide competition.
During the year ended 31 December 2012, CTM Group received a total of 13,589 (2011: 15,560)
applications for new direct exchange lines. The overall number of installations during the year was
13,784 (2011: 15,511), comprising 8,367 direct exchange lines and 5,417 external removals. The number
of lines decreased by 3,777 (2011: 2,064) after a cessation of 17,561 (2011: 17,575). The total system
size at the end of the year was 162,533 lines (2011: 166,310).
The total outgoing international telephone minutes originating in Macau for 2012 was 133 million,
representing a 6% increase compared to 2011. The total incoming international telephone minutes
terminated in Macau for 2012 was 167 million, representing a 5% decrease compared to 2011.
Internet Services
Internet revenue increased from MOP435.7 million in 2011 by 4.3% to MOP454.3 million in 2012. The
increase was driven by growing customer base.
The total internet customer base grew by 5% to 145,120 (2011: 138,222) in 2012, whilst 11% of the
existing customers opted to upgrade to packages offering higher bandwidth.
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Enterprise Solutions Services and others
Revenue from enterprise solutions and others including leased line services decreased from MOP641.4
million in 2011 by 16.8% to MOP533.8 million in 2012. The decrease was mainly due to the cyclical
nature of casino/hotel developments.
For the year ended 31 December 2011 compared to the year ended 31 December 2010
CTM’s turnover increased by 44.3% from MOP2,760.2 million in 2010 to MOP3,981.9 million in 2011.
The increase in revenue was mainly due to sales of mobile equipment, reflecting a growth of 208% over
the same period in preceding year. Excluding the sales of mobile equipment, the revenues grew by 9%
during 2011. As a result, CTM’s net profit increased by 14.6% from MOP813.5 million in 2010 to
MOP932.2 million in 2011.
Mobile Services
Mobile revenue increased from MOP1,218.1 million in 2010 by 89.3% to MOP2,306.1 million in 2011.
The increase was mainly driven by increased handset sales, increases in customer base and growth in
mobile broadband revenue.
Handset sales increased from MOP492.4 million in 2010 by 208% to MOP1,515.5 million in 2011. The
increase was mainly driven by the increasing popularity of smart phones which have a higher selling price
per unit.
The Macau mobile penetration rate reached around 243% by the end of 2011. At the same time, CTM’s
mobile customer base increased by 23% to 633,936. Throughout the year 2011, the 3G customer base
continued to grow reaching 89% of the total mobile subscriber base by the year end. At the same time,
there was a fast uptake of mobile broadband in which the subscriber base had doubled that of 2010 to
123,079 in 2011.
Fixed line Services
Fixed line revenue decreased from MOP649.6 million in 2010 by 7.8% to MOP598.7 million in 2011. The
decrease was mainly due to the continuing migration of customers to mobile telecommunications,
increased pricing pressure on IDD service from competitors, the popularity of VoIP as well as drop in
international transit voice revenue due to worldwide competition.
The total outgoing international telephone minutes originating in Macau for 2011 was 126 million,
representing 4% increase compared to 2010. The total incoming international telephone minutes
terminated in Macau for 2011 was 175 million, also a 4% increase compared to 2010.
Internet Services
Internet revenue increased from MOP389.0 million in 2010 by 12.0% to MOP435.7 million in 2011. The
increase was driven by increases in the customer base and usage.
The total internet customer base grew 4% to 138,222 for the year 2011, whilst 15% of the existing
customers opted to upgrade to price packages offering higher bandwidth.
Enterprise Solution Services and others
Revenue for enterprise solutions and others, including leased line services, increased from MOP503.5
million in 2010 by 27.4% to MOP641.4 million in 2011. The increase was mainly due to the resumption
of the casino/hotel business solutions projects that were put on hold in 2009 and 2010 during the
downturn in the economy.
Group Liquidity and Capital Resources
CTM’s primary objectives in managing capital are to safeguard its ability to continue as a going concern,
so that it can continue to provide returns for its shareholders and benefits for other stakeholders, by
pricing products and services commensurately with the level of risk and by securing access to finance at
a reasonable cost.
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For the year ended 31 December 2012 compared to the year ended 31 December 2011
During the year ended 31 December 2012, CTM’s cash and cash equivalents remained healthy at
MOP561.6 million (31 December 2011: MOP738.7 million). CTM had net operating cash inflow of
MOP1,284.7 million as at 31 December 2012, a decrease of MOP58.9 million when compared with the
corresponding period for 2011. The decrease was due to settlement of trade payables to handset suppliers
due to large purchases of handsets at the end of last year. As at 31 December 2012, CTM had no
outstanding financial debts and borrowings.
For the year ended 31 December 2011 compared to the year ended 31 December 2010
During the year ended 31 December 2011, CTM’s cash and cash equivalents improved to MOP738.7
million (31 December 2010: MOP627.3 million). CTM had net operating cash inflow of MOP1,343.6
million at 31 December 2011, an increase of MOP280.5 million when compared with the corresponding
period for 2010. The increase was due to increase in profit contribution from mobile, internet and
enterprise solutions, as well as increases in trade payables to handset suppliers due to large purchases of
handsets at the year end. As at 31 December 2011, CTM had no outstanding financial debts and
borrowings.
Bank Borrowings
As at 31 December 2010, 2011 and 2012, CTM had no outstanding loans and borrowings.
Capital Commitments
As at 31 December 2010, 2011 and 2012, CTM had outstanding capital commitments of MOP77.3
million, MOP148.8 million and MOP121.1 million respectively, mainly for investments on projects such
as expansion of the WCDMA 3G mobile, leased line, fixed line, broadband internet and Wi-Fi networks,
the development of a platform to deliver TV and video application services, the development and
enhancement of IT systems, and the opening and renovation of retail shops.
Gearing Ratio
CTM’s gearing ratio is calculated based on total liabilities divided by total assets. At 31 December 2010,
2011 and 2012, CTM’s gearing ratio was approximately 0.30, 0.36 and 0.37, respectively.
Securities and Guarantees
As at 31 December 2010, 2011 and 2012, the total amount of the bank guarantees and performance bonds
issued by CTM were MOP66.4 million, MOP62.6 million and MOP68.3 million respectively.
As at 31 December 2012, CTM had the following guarantees and performance bonds for which no
provision has been made in the financial statements:
(a)

a bank guarantee for the financial obligations of MOP2.0 million assumed by CTM given to the
Macau Government in accordance with Article 52 of the renewed Macau Concession;

(b)

a bank guarantee for the financial obligations of MOP2.0 million assumed by CTM given to the
Macau Government in accordance with Clause 4, paragraph 1 of the WCDMA License;

(c)

a bank guarantee for the financial obligations of MOP38.9 million given to the Macau Government
for a project to relocate CTM’s shore end connection of SEA-ME-WE 3 submarine cable to a new
location; and

(d)

bank guarantees for the financial obligations of MOP25.4 million assumed by CTM given to
various customers to complete business solutions projects in accordance with the respective
contractual terms and conditions.

As at 31 December 2012, the directors of CTM did not consider it probable that a claim will be made
against CTM under the above guarantees and performance bonds. No provision has therefore been made
for such guarantees and performance bonds.
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Certain assets of CTM are designated for the provision of public telecommunications services. Such
assets need to be shared with other licensed telecommunications operators or the Macau Government
with fair compensation, or, upon termination of Macau Concession, assigned in favour of the Macau
Government.
Save as disclosed above, as at 31 December 2012, CTM had no pledged or charged assets.
Contingent Liabilities
Save for the financial guarantees given by CTM as stated in the paragraph headed “Securities and
Guarantees” above in this section, as at 31 December 2010, 2011 and 2012, CTM had no other significant
contingent liabilities.
Risk Management
Exchange Rate Risk
CTM’s functional currency is Macau Patacas. CTM is exposed to currency risks primarily arising from
trade and other receivables, cash and cash equivalents and trade and other payables that are denominated
mainly in Hong Kong dollars, United States dollars and Renminbi. As Macau Patacas are pegged to Hong
Kong dollars as well as United States dollars, CTM considers the risk of movements in exchange rates
between these currencies to be insignificant. At 31 December 2010, 2011 and 2012, CTM did not have
any significant forward exchange contracts outstanding.
Credit Risk
CTM’s credit risk is primarily attributable to trade and other receivables and loans to related parties.
Trade receivables are due within 20-30 days from the date of billing. Debtors with balances that are more
than 1-2 months past due are requested to settle all outstanding balances before any further credit is
granted. Normally, CTM does not obtain collateral from customers. In respect of loans to related parties,
given their high credit standing and no past history of default, management does not expect any of these
related parties to fail to meet its obligations.
At 31 December 2010, 2011 and 2012, CTM has certain concentration of credit risk as 27%, 18% and
14%, respectively, in respect of the total trade and other receivables due from the largest five customers.
The maximum exposure to credit risk without taking account of any collateral held is represented by the
carrying amount of each financial asset in the statements of financial position after deducting any
impairment allowance. Except for the financial guarantees given by CTM as stated in the paragraph
headed “Securities and Guarantees” above, CTM does not provide any other guarantees which would
expose CTM to credit risk.
Capital Expenditure
For the three years ended 31 December 2010, 2011 and 2012, CTM’s total capital expenditures were
MOP206 million, MOP287 million and MOP339 million, respectively. CTM’s capital expenditures
comprised of investments on projects such as expansion of the WCDMA 3G mobile, leased line, fixed
local and international and broadband internet networks, the development of a platform to deliver TV and
video application services, the development and enhancement of IT systems, and the opening and
renovation of retail shops.
Going forward, capital expenditure is expected to be driven by investments on the expansion of mobile,
leased lines, broadband internet, local and international networks, Wi-Fi and online TV and video
applications, as well as the improvement of network resilience. In relation to network enhancement and
resilience, the investment in the mobile network includes the initial development of LTE (Long Term
Evolution-4G), the elimination of single points of failure to ensure stability and diversity of the service.
The main investments in the IT area are expected to cover the implementation of the “Convergent Rating,
Billing and Mediation”, “CRM” and “Revenue Assurance and Fraud Detection” systems.
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Significant Investments, Material Acquisitions and Disposals
CTM had no material acquisitions or disposals of subsidiaries during the three years ended 31 December
2012.
Human Resources
At 31 December 2010, 2011 and 2012, CTM had a total of 841, 898 and 964 employees, respectively.
CTM offers remuneration packages based on the employees’ performance, working experience and the
prevailing market rates. CTM makes contributions to two post-employment benefit plans, the Defined
Benefits Fund and the Defined Contribution Fund. CTM also organised a variety of employee activities
including staff functions, volunteer charitable events and staff club activities to maintain a positive
atmosphere and build team cohesion. CTM provides training courses to its employees to enhance their
skills and abilities. To strengthen team communication, CTM also organises managers’ briefings to share
CTM’s development plans.
Dividends
During 2010, CTM paid a total dividend of MOP323.0 million.
During 2011, CTM paid a total dividend of MOP813.0 million, including an amount of MOP495.0
million that was settled through offsetting the loans to affiliates of shareholders made in 2010. A new loan
to affiliates of shareholders of MOP633.6 million repayable in March 2012 was made by CTM during the
year.
During 2012, CTM paid a total dividend of MOP932.0 million, including an amount of MOP633.6
million that was settled through offsetting the loan to affiliates of shareholders made in 2011. A new loan
to affiliates of shareholders of MOP831.6 million repayable in February 2013 was made by CTM during
the year.
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