75% Penetration of Mobile 2G 3G
Base year Base Year
Macroeconomic Assumptions 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
Population 6843000| 6998800| 7154600| 7310400 7466200 7622000 7777800 7933600 8089400 8245200 8401000 8556800
Population Growth (%) 1.87%
Inflation (%) 5.00% 0% 0% 2% 2% 2% 2% 2% 2% 2% 2% 2%
Inflation multiplier (%) 100%| 100.00% 102.00%| 104.04% 106.12% 108.24% 110.41% 112.62% 114.87% 117.17% 119.51
Estimated # of Operators 4 4] 4 4 4 4 4 4 4 4 4]
[3G Assumptions
1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
3G Penetration 0 0 - - 16,387 50,750 121,483 266,192 562,323 924,110 1,411,872
2G Penetration 1,254,322 1,427,662 1,575,258 1,613,992 1,508,420 1,251,621 924,110 470,624
3G ARPU (HK$/month) @ 103% CAGR $0 405 $360 $371 $382 $393 $405 $417
3G ARPU (HK$/year) @ 103% CAGR 0 0 4,860 4,320 4,450 4,584 4,716 4,860 5,004
Total revenue @ ARPU 103% CAGR 0 79,640,820 | 219,240,000 | 540,550,757 |1,220,224,128| 2,651,915,268 | 4,491,174,600 | 7,065,007,488
3G ARPU (HK$/month) @ 106% CAGR $0 $405 $360 $382 $404 $429 $454 $482
3G ARPU (HK$/year) @ 106% CAGR 0 0 4,860 4,320 4,584 4,848 5,148 5,448 5,784
Total revenue @ ARPU 106% CAGR 0 79,640,820 | 219,240,000 | 556,878,072 |1,290,498,816| 2,894,838,804 | 5,034,551,280 | 8,166,267,648
3G GM (%) 50% 52% 54% 56% 58% 60% 62% 64% 66% 68%
3G SG&A expenses (% of rev) 0% 0% 15% 15% 15% 15% 15% 15% 25% 15%
3G growth in SG&Alyr 0%
3G customer acquisition cost (%of rev) 18% 17% 16% 15% 14% 13% 12% 11% 10% 9%
Capex Requirements 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
Initial Capex per 2G operator (HK$millions) 1700
3G multiplier over 2G 0.88
# of years to rollout network 4
2G upgrade & maintenance/year (% of Initial capex) 10%
2G upgrade & maintenance/year (HK$millions) 170
3G multiplier over 2G 1
Financing 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
Initial Financing amount/operator (HK$millions). 100
Interest rate % above inflation 5%
Estimated Interest Rate 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0%|
Tax rate 15% 15% 15% 15% 15% 15% 15% 15% 15% 15% 15% 15%
[Valuation [ 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
[wACC 15%| | [ | | [ | |
(HK$ millions) @ ARPU 103% CAGR 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
Investment 0 - - (500) (500) (500) (45) (46) 47) (48) (49)
EBITDA/Cash Flow 0 - - - 21 64 173 427 1,009 1,842 3,111
Net Cash In/Out 0 - - (500) 479) (436) 128 381 962 1,794 3,062
Cumulative Cash Flow 0 - - (500) (979) (1,416) (1,288) (907) 55 1,849 4,911
NPV $1,793
(HK$ millions) @ ARPU 106% CAGR 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
Investment 0 - - (500) (500) (500) (45) (46) 47) (48) (49)
EBITDA/Cash Flow 0 - - - 21 64 178 452 1,009 2,066 3,591
Net Cash In/Out 0 - - (500) 479) (436) 133 406 1,052 2,018 3,542
Cumulative Cash Flow 0 - - (500) (979) (1,416) (1,283) (876) 176 2,194 5,737
NPV $2,136




