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Strategic Report

Principalactivities

The principal activity of the Company during the year was the provision of business connectivity, information and
communication technology services (ICT sewvices), cloud servicesand other telecommunication services to customers
in various countries. We have registered branch offices in Gemmany, Switzerland, France and the Netherlnds to
furtherexpand our footprint across Europe.

During 2020 the company has increased its capital expenditure to further improve its network hyout by establishing
more Points of Presence (“POPs”) in Europe. The company hasalso built a strong 100G service capabilityalong Asia-
Europe fibre channel which opens up the Erenhot — Frankfurt 100 OTN channel and optimises the communication
between Frankfurt and Bejjing.

Results and dividends
During the year, the Company’s tumover increased to £39,194,978 (2019: £35,825,146), operatng profit decreased
to £862,393 (2019: £1,464 413). This is due to the change n the costs charged by the parent company, following a

review of the transfer pricing of services to the overseas operations.

Net profit forthe financialyeardecreased to £1,081466 (2019: £1 495,163). No interim orfinal dividends were paid
or proposed (2019: £nil).

Future developments

The Company seeks to develop its existing business connectivity, ICT services, cloud services and other
telecommunicationrelated services, addingnew products to the portfolio.

The Company will continue to focus on providing fastand reliable service to clients by settingupan improved network
layout, extending the capacity of our existing Point of Presence (“POPs”) andalso construct more POPs across Europe.

The Company will also expand its footprint in Europe to become a more competitive phyer in the telecommunication
market and increase its market share through cooperation with business partners in other European countries.

Postbalance sheetevent

There have been no circumstances or events subsequent to the year which require adjustment of or disclosure in the
financial statement or in the notes there to.

Principalrisks and uncertainties

The mana gement of the Company and the execution of the Company’s strategy are subject to a number of risks. The
key business risks and uncertanties a ffecting the Company are considered to relate to competition from both Unied
Kingdom (‘UK”) and overseas service providers. The risks also include the decrease of consumer demand influenced
by globaleconomic uncerta inty and the decrea se of service price incurred by competition as wellas unknown trading
obstacles due to Brexit and Covid-19 effects.

Brexitrisk

In June 2016, the electorate in the United Kingdom (‘UK”) voted in favour of leaving the European Union (commonly
referred to as “Brexit”). The withdrawal of the UK from the European Union has been fnalised at the date of this
report.

As a telecom service provider, based on ourcurrent company structure and revenue streams, the impact will be limited.
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Strategic Report (continued)

Covid-19 risk

Considering recent COVID-19 situation, staffare working from homeat the moment, the Company has strict business
travel policy and engineers woiking on site policy. Customers are either telecom providers or enterprise customer
whose HQ is located in China, hence the connection between customers with China Unicom is beyond the effect of
Covid-19. The stock in telecom business is relatively low thus not impacted so far; the workforce is a ffected by the
lockdown where staff cannot work onsite, however the situation now becomes recovered. The company’s telecom
service can be delivered remotely; smallimpact on ICT productdelivery buthave limited impact onthe company.

Key performanceindicators

The directors consider the key performance indicators to be revenue, operating profit, profit before tax and capital
expenditure,as well as focusing on developing innovative products, expending network covered area and enhancing

its stability. Management is assessed againstthese key performance indicators by its parent company in Hong Kong.

The Group’s employment policy is to provide equalopportunity to all current and prospective employ ees without any
discrinination. The Company provides a woik environment in which all individuak are treated with respect and

dignity.
Key performanceindicator

December 2020 December 2019 % change

Revenue £39,194,978 £35,825,146 9%

Operating profit £862,393 £1,464413 -“41%
Profitbeforetax £1,350,267 £2,334,678 -42%
Capital expenditure (see note 10) £4452212 £1,143,695 289%

Financialrisk management
{a) Cash flow and foreign exchange risk

The Company is exposed to foreign exchange risk arising from various currency exposures, primarily with respect to
US dollars, Euros, CHF, RMB and HK dollars. The amount of monetary assets and liabilities denom nated in foreign

currencies ismonitored to minimise the risk.

The Company is part of a cash pooling group treasury process where operating cash flows are swept to head accounts
held by China Unicom Global Limited based in Hong Kong. These advances are beingkept in the bank in the form
of cash to eam interest.

(b) Creditrisk

The Company puts great focus in evahating credi rating of its customers. Most of the current clients are reputable
telecom operators who have good credit ratings, all customers credit worthiness is assessed before sales are made.
The Company has the right to tem hate the services to the telecom operators and enterprises if payments become
overdue.
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Strategic Report (continued)

(c) Liquidity Risk

The Company has established an appropriate liquidity risk management framework for the management of the
company’s short, medium and long-term funding and liquidity management requirements. The company manages

liquidity risk by continuously monitoring forecast and actual cash flows, and by matching the maturity profiles of
financial assets and lia bilities.

By orderofthe board
>k = o
B3 e
Man Ha Sit
Director
Level 35
25 Canada Square
Canary Wharf
London
E14 5L.Q
15 April 2021



China Unicom (Europe) Operations Limited
Annualreport and financial statements
31 December 2020

Directors’ report

The directors present their annual report and the audited financial statements of the Company for the year ended 31
December2020.

" Future developments and events afterthe balancesheet date

We will keep focusing on providng fast and reliable service to clients by setting up an improved network layout,
extending the capacity of our existing POPs. We will continue to develop newbusiness portfolio and build up amore
talented team.

Directors

The composition of the Board of Directors of the Company during the year ended 3 1 December2020andatthe date
ofthisreport was as follows:

Ms Man Ha Sit (Appointed on 22 April 2020)

MrChangLiu (Appointed on22 April2020)

MrQiu Tao (Appointed on22 April2020)

Ms Liyan Zhao (Resignedon 22 April 2020)

MrShuxiong Chen(Resigned on22 April2020)

M Shusen Meng (Resigned on 22 April 2020)

Political contributions

The Company madeno disclosable political donations or incurred any disclosable political expenditure during the
year.

Strategic report

The company has chosen in accordance with Companies Act 2006, s.414C (11) to set out in the company’s strategic
report information required by Large and Medium-sized Companies (Accounts and Reports) Regulations 2008, Sch.7
to be contained in the directors’ report. It has done so in respect of the review of the business, principle risks and
uncertainties and financial risks.

Going concern

The directors have considered the appropriateness of the gong concem basis for the preparation of the financial
statements and they continue to adopt the going concem basis in preparing the financial statements. The directorsare
satisfied that there is sufficient liquidity to continue operating. Further details on going concem can be found in the
‘accounting policies’ of the financial statements.

Disclosure ofinformation to auditor

The directors who held office at the date of approval of this directors’ report confirm that, so far as they are each
aware, there is no relevant audit information of which the Company’s auditor is unaware; and each director has taken
all the steps that he/ she ought to have taken as a director to make himself/ herself aware of any relevant audit
inform ation and to establish that the Company’s auditor is a ware of that information.
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Directors’ report (continued)

Auditor

Pursuant to Section 487 of the Companies Act 2006, the auditor willbe deemed to be reappointed and KPMG LLP
will therefore continue in office.

By orderofthe board
> =, of)
B2 2
Man Ha Sit Level 35
Director 25 Canary Square
Canary Wharf
London
E145LQ
15 April 2021
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Statement of directors’ responsibilities in respect of the Annual Report, Strategic
Report, the Directors' Report and the financial statements

The directors are responsible for preparing the Strategic Report, the Directors’ Report and the financial statements in
accordance with applicable law and regulations.

Company law requires the directors to prepare fimancial statements for each financial year. Under that b w they have
elected to prepare the financial statements in accordance with UK accounting standards and applicable bw (UK
Generally Accepted Accounting Practice), including FRS 102 The Financial Reporting Standard applicable in the
UK and Republic of Ireland.

Under Company law the directors must not approve the financial statements unless they are satisfied that they give a
true and fair view of the state of affairs of the Company and of the profit or loss of the Company for that period. In
preparingthese financial statements, the directors are required to:

¢ select suitable accounting policies and thenapply them consistently;
¢ makejudgements and estimates that are reasonable and prudent;

¢ state whetherapplicable UK accounting standards have been followed, subject to any material departures
disclosed and explained in the financial statements;

¢ assessthe Company’s ability to continue as a going concem, disclosing, as applicable, mattersrelated to going
concern;and

¢ usethe goingconcern basis ofaccounting unless they either intendto liquidate the Company or to cease operations,
or havenorealistic alternativebut todo so.

The directors are responsible for keeping adequate accounting records that are sufficient to show and exphn the
Company’s transactions and disclose with reasonable accuracy at any time the financial position of the Company and
enable them to ensure that the financil statements comply with the Companies Act 2006. They are responsible for
such intemalcontrolas they detemine is necessary to enable the preparation of financial statem ents that are free from
material misstatement, whether due to fraud or error, and have general responsbility for taking such steps as are
reasonably open to them to safeguard the assets of the Company and to prevent and detect fraud and other

irregularities.
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caisc

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF CHINA
UNICOM (EUROPE) OPERATIONS LIMITED

Opinion
We ha ve audited the financial statements of China Unicom (Europe) Operations Limited (“the company”) for the year

ended 31 December2020 which comprise the profit orloss accountand other comprehensive income, balance sheet
and statementof changes in equity and related notes, including the accounting policies in note 1.

In our opinion the financial statements:

e givea true and fair view of thestateofthecompany’s affairs as at 31 December 2020 and of its profit for the year
then ended;

e have been properly prepared in accordance with UK accounting standards, including FRS 102 The Financial
ReportingStandardapplicable inthe UK and Republic of Ireland;and

e havebeenprepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion

We conducted ouraudit in accordance with International Standards on Auditing (UK) (“ISAs (UK)”) and applicable
law. Our responsibilities are described below. We have fulfilled our ethical responsibilities under, and are
independentofthecompany in accordance with, UK ethicalrequirements including the FRC Ethical Standard. We

believe that theaudit evidence we have obtained is a sufficientand appropriatebasis forour opinion.
Going concemn

The directors haveprepared the financial statements on the going concem basis as they do not intend toliquidatethe
company or to cease its operations, and as they have concluded thatthe company’s financial position means that this
is realistic. They have also concluded that there are no material uncertainties that could have cast significant doubt
overits ability to continue as a goingconcemn forat leasta year from the date of approval of the financial statements

(“the goingconcemn period™).
Our conclusions based on this work:

e we consider that the directors’ use of the going concern basis of accounting in the preparation of the financial
statements is appropriate;

e we have notidentified, and concur with the directors’ assessment that there isnot, a material uncertainty related
to events or conditions that, individually or collectively, may cast significant doubt on the company's ability to
continue asa goingconcem forthe goingconcern period.

However,as we cannot predict all future events orconditions and as subsequent events may result in outcomesthat
are inconsistent with judgements that were reasonable at the time they were made, the above conclusions are nota
guarantee that the company will continue in operation.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF CHINA
UNICOM (EUROPE) OPERATIONS LIMITED (continued)

Fraud and breaches of laws and regulations — ability to detect

Identifying andresponding torisks of material misstatement due to fraud

To identify risks of material misstatement due to fraud (“fraud risks”) we assessed events or conditions that could
indicate an ncentive or pressure to commi fraud or provide an opportunity to commit fraud. Our risk assessment
procedures included:
¢  Enquiring of directors and inspection of policy documentation as to the Company’s high-level policies and
procedures to prevent and detect fraud and the Company ’s channel for“whistleblowing”, as well as whether they
- have knowledge of any actual, suspected or alleged fraud.

¢ ReadingBoard of other relevantmeeting minutes.

¢ Consideringremuneration incentive schemes and performance targets for management.

¢ Using analytical procedures to identify any unusual or unexpected relationships.

We communicated identified fraud risks throughoutthe audit teamand remainedalertto any indications of fraud
throughout theaudit.

As required by auditing standards, we perform procedures toaddress the risk of mana gement override of controls and
the risk of fraudulent revenue recognition, in particular the risk that is recorded in the wrong period and the risk that

management may be in a positionto make inappropriateaccounting entries.
We did not identify any additional fraudrisks.

In determining the audit procedures we took into accountthe results of our evaluation and testing of the operating
effectiveness of the Company-wide fraud risk management controls.

We also performed procedures including:
¢ Identifyingjoumalentries to test based onrisk criteria and comparingthe identified entries to supporting
documentation. These included thoseposted to unusual accounts.

¢ Evaluated thebusiness purpose of significantunusual transactions.

Identifying andresponding torisks of material misstatement due to non-compliance withlaws andregulations

We identified areas of lawsand regulations that could reasonably be expected to haveamateral effect on the financial
statements from our general commercialand sector experience and through discussion with the directors (as required
by auditing standards), and discussed with the directors the policies and procedures regarding compliance with hws
andregulations.

We communicated identified la ws and regulations throughout our team andremainedalertto any indications of non -
compliance throughout the a udit.

The potentialeffect of these laws and regulations on the financial statements varies considerably.

Firstly, the Company is subject to laws and regulations that directly affect the financial statements including financial
reporting legislation (including related companies legislation), distrbutable profits legislation and taxation legislation,
and we assessed the extent of compliance with these hws and regulations as part of our procedures on the relted
financial statement items.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF CHINA
UNICOM (EUROPE) OPERATIONS LIMITED (continued)

Hdentifying and responding to risks of material misstatement due to non-compliance with laws and regulations
(continued)

Secondly, the Company is subject to many other laws and regulations where the consequences of non-compliance
could have a matern | effect on amounts or disclosures in the financial statem ents, for instance through the mposition
of fines or litigation or the loss of the Company’s license to operate. We identified the followingareasas those mos
likely to have such an effect: UK telecommunication regulators (i.e. Ofcom)and other European telecommunication
regulators (i.e. Service des Postes et Tékcommun iations de Polynésie Frangaise, Bundesnetzagentur, Federal
Communications Commission, Bureau Telecommunicatie & Post), health and safety, anti-bribery, employment law,
regulatory capital and liquidity and certain aspects of company legislation recognising the financnl and regulated
nature of the Company’s activities and its legal form. Auditing standards limit the required audit procedures to
identify non-compliance with these lhws and regulations to enquiry of the directors and inspection of regulatory and
legal correspondence, if any. Therefore if a breach of operational regulations is not disclosed to us or evident from
relevantcorrespondence, anaudit will not detect that breach.

Context of the ability of the auditto detectfraudor breaches of law or regulation

Owingto the inherent lim itations of an audit, there is an unavoidable risk that we may not have detected some material
misstatements in the financial statements, even though we have properly planned and performed our audit in
accordance with auditing standards. For example, the further removed non-compliance with laws and regulations is
from the events and transactions reflected in the financil statements, the less likely the inherently lmited procedures
required by auditing standards would identify it.

In addition, as with any audit, there remained a higher risk of non-detection of fraud, as these may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of intemal contols. Our audit procedures are
designed to detect material misstatement. We are not responsible for preventing non -compliance or fraud and cannot
be expected to detectnon-compliance with alllaws andregulations.

Other information

The directors are responsible for the other information, which comprises the strategic report and the directors’ report.
Our opinion on the financial statements does not cover the other information and, accordingly, we do not express an
audit opinion or, except as explicitly stated below, any form of assurance conclusion thereon.

Ourresponsibility is to read the other information and, in doing so, consider whether, based on ourfinanciIstatements
audit woik, the information therein is materially misstated or inconsistent with the financial statements or our audit
knowledge. Based solely on that work:

o we havenot identified material m isstatements in the other information;

. in our opinion theinformation given in the strategic report and the directors’ report for the financial yearis
consistentwith the financial statements; and

. in our opinion thosereports have been prepared in accordance with the Companies Act 2006.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF CHINA
UNICOM (EUROPE) OPERATIONS LIMITED (continued)

Matters on which we are required to report by exception
Underthe Companies Act 2006 we are required to report to you if, in our opinion:

e adequate accounting records have not been kept, or retums adequate for our audit have not been received from
branchesnot visitedby us; or

o thefinancial statements are not in agreement with theaccountingrecords andretums; or
e certain disclosures of directors’ remuneration specified by law are not made; or

s we havenotreceivedallthe informationand explanations we require for our audit.

We have nothingto reportin these respects.

Directors’ responsibilities

As explainedmore fully in their statement set out on page 6, the directors are responsible for: the preparation of the
financialstatements and forbeingsatisfied that they give a true and fair view; such internal control as they detemne
is necessary to enable the preparation of financial statements that are free from material misstatement, whether due to
fraud orerror; assessingthe company’s ability to continue as a going concern, disclosing, as applicable, matters related
to going concern; and using the going concem basis of a ccounting unless they either intend to liquidate the company
or to cease operations, orhave no realistic alternative butto do so.

Auditor’s responsibilities

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue our opinion in an auditor’s report. Reasonabk
assurance is a high level of assurance, but does notguaranteethat an audit conducted in accordance with ISAs (UK)
will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in aggregate, they could reasonably be expected to influence the economic
decisions of users taken on thebasis of the financial statements.

A fuller description of our responsibilities is provided on the FRC’s website at
www.frc.org.uk/auditorsresponsibilities.

The purpose of our audit work and to whom we owe our responsibilities

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Ouraudit work has been undertaken so that we might state to the company’s m embers those
matters we arerequired to state tothem in an auditor’s report and fornootherpurpose. To the fullestextentpemited
by law, we do not acceptor assume responsibility to anyone other than the company andthe company’s m embers, as
abody, for ouraudit work, for this report, or for the opinions we have formed.

Adrian Wilcox (Senior Statutory Auditor)
forandon behalf of KPMG LLP, Statutory Auditor
Chartered Accountants

15 Canada Square, London

E145GL

15 April 2021
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Profit and Loss Account and Other Comprehensive Income

forthe year ended 31 December 2020

Turnover
Costof sales

Gross profit

Distribution costs
Administrative expenses

Operating profit

Other interest receivable and similar income
Interest payable and similar expenses

Profit before taxation

Tax on profit

Profit for the financial year

Total comprehensive income for the year

The notes on page 14 to 23 are integral to thefinancialstatements.

Note

31 December 2020

2020 2019

£ £
39,194,978 35,825,146
(35,623,159) (29,356,989)
3,571,819 6,468,157
(81,681) (187,056)
(2,649,439) (4,816,688)
862,393 1,464,413
566,585 929,985
(57,017) (59,720)
1,350,267 2,334,678
(268,801) (839,515)
1,081,466 1,495,163
1,081,466 1,495,163
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31 December 2020
Balance Sheet
at 31 December 2020
Note ©2020 2019
£ £ £ £
Fixed assets
Intangible assets 9 13,517 15,458
Tangible assets 10 10,261,540 7,041,925
Investment ) 11 1 1
10,275,058 7,057,384
Current assets
Debtors 12 32,508,546 27,256,457
Inventory 13 100,115 429,709
Cash at bank and in hand 14 1,175,279 . 1,033,545
33,783,940 28,719,711
Creditors: amounts falling due within one year 15 (28,356,074) (21,265,199)
Net current assets 5,427,866 7,454,512
Total assets less current liabilities 15702,924 14,511,896
Deferred tax liability 16 (640,677) (531,115)
Net assets 15062,247 13,980,781
Capital and reserves
Called up share capital 17 4,861,000 4,861,000
Profit and loss account 10,201,247 9,119,782
Shareholders’ funds 15062,247 13,980,781

These financial statements were approved by the boardof directorson 15 April2021 and were signed on its behalf
by:

BB

Man Ha Sit
Director

Company registered number: 5992614

Thenotes on page 14 to 23 are integral to the financial statements.
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Statement of Changes in Equity

Balance at 1 January 2019

Totalcomprehensive income for the period
Profitor loss

Balance at 31 December 2019

Balance at 1 January 2020

Total comprehensive income for the period
Profitor loss

Balance at 31 December 2020

The notes on page 14 to 23 are integral to the financial statements.

China Unicom (Europe) Operations Limited
Annual reportand financial statements

31 December 2020

Called up Profit and Total

Share loss equity
capital account

£ £ £

4,861,000 7,624,618 12,485,618

1,495,163 1,495,163

4,861,000 9,119,781 13,980,781

Called up Profitand Total

Share loss equity
capital account

£ £ £

4,861,000 9,119,781 13,980,781

1,081,466 1,081,466

4,861,000 10,201,247 15,062,247
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Notes
(forming part of the financial statements)

1 Accounting policies

Chna Unicom (Europe) Operations Limited ¢he “Company”) is a private company incomporated, domiciled and
registered in Englnd in the UK. The registered number is 5992614 and the registered address is Level 35, 25 Canary
Square, Canary Wharf, London, E14 5LQ.

These financial statements were prepared in accordance with Financial Reporting Standard 102 The Financial
Reporting Standard applicable in the UK and Republic of Ireland (“FRS 102”). The presematlon and functional
currency ofthesefinancial statements is sterling.

The Company’s parent undertaking, China Unicom Global Limited includes the Company in its consolidated fnancial
statements. The consolidated financial statements of China Unicom Global Limited are prepared in accordance with
International Financial Reporting Standards issued by the Interational Accounting Standards Board (“TASB”) and
are availble to the public and may be obtained from the address in note 20. In these financial statements, the
company is considered to be a qualifyingentity (for the purposes of FRS 102)and hasapplied the exemptionsavailable
under FRS 102 in respect of the following disclosures:

o CashFlow Statement andrelatednotes; and

¢ Key ManagementPersonnel compensation

As the consolidated financial statements of China Unicom Global Limited include the disclosures equivalentto those
required by FRS 102, the Company has also taken the exemptions a vailable in respect of the following disclosures:

¢ Certain disclosures required by FRS 102.11 Basic Financial Instruments and FRS 102.12 Other Financial

Instrument Issues in respect of financial instruments not falling within the fair value accounting rules of Paragraph
36(4)of Schedule 1.

The accounting policies set out belowhave, unless otherwise stated, been applied consistently to all periods presented
in these financial statements.

1.1 Measurement convention
The financial statements are prepared on the historical costbasis.

1.2 Going concern

The financial statements have been prepared ona going concem basis which thedirectors consider to be appropriate
forthe followingreasons.

The directors have prepared cash flow forecasts fora period of 24 months to 31 December2022 takingaccount of
reasonably possible downside scenarios. They have considered im plications from the global pandemic outbreak —
COVID-19 within theirassumptions. To datethe impact of COVID-19hashad limited im pact and disruption to
theirbusiness given thatthe core of thebusiness is the provision of telecommunication and internet connectivity
services which are delivered remotely. The com pany continues totradeprofitably andbased ontheir latest resuks
forthe current year it continues to grow. Profit margins are in line with targets for the year andthe expectation is
these will continue during 2021.

The company is part ofa cash pooling group treasury process whereoperating cash flows are swept to head
accounts held by China Unicom Global Limited based in Hong Kon g. These advances are beingkept in the bank in
the form ofcashtoeamninterest. Inthe eventthatcashisrequired by the company, the directors are will be able to
draw on this cash with 7 days notice. To date the directors have not neededto draw any cash from China Unicom
GlobalLimited as the UK businesses continues to be cash generative.

Consequently, the directorsare confident that the company will have sufficient funds to continue tomeet its liabilities

asthey fall due forat least 12 m onths from the date ofapprovalof the financialstatementsand therefore have prepared
the financial statements on a going concem basis.

14
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Notes (continued)
1 Accounting policies (continued)
13 Foreigncurrency

Transactions n foreign currencies are transhted to the Company’s functional currency at the foreign exchange rate
ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign currencies at the balance
sheet date are retranshted to the functional currency at the foreign exchange rate ruling at that date. Non-monetary
assetsand liabilities that are measured in temms of historical cost in a foreign currency are transhted using the exchange
rate at the date of the transaction. Non-monetary assetsand liabilities denominated in foreign currencies that are stated
at fair value are retranslated to the functional currency at foreign exchange rates rulingat the dates the fair valie was
determined. Foreign exchange differences arising on translation arerecognised in the profit and loss account.

14 Classification of financial instruments issued bythe Company

In accordance with FRS 102.22, financial instruments issued by the Company are treatedas equity onlyto the extent
that they meet the following two conditions:

{a) they include no contractual obligations upon the company to deliver cash or other financial assets or to
exchange financal assets or financial liabilities with another party under conditions that are potentially
unfavourable to the company; and

®) where the instrument will or may be settled in the Company’s own equity instruments, it is either a non-
derivative that includes no obligation to deliver a varable number of the Company’s own equity instruments
or is a derivative that will be settled by the Company’s exchanginga fixed amount of cash or other financial
assets fora fixednumberof its own equity instruments.

To the extent that this definition is not met, the proceeds of issue are chssified as a financkl liability. Where the
instrument so chssified takes the legal form of the Company’s own shares, the amounts presented in these financial
statements for called up share capitaland share premium a ccount exclude amounts in relation to those shares.

L5 Basic financial instruments
Trade and other debtors / creditors

Trade and other debtors are recognised miti lly at transaction price less attributable transaction costs. Trade and other
creditors are recognised initially at transaction price plus attributable transaction costs. Subsequent to initial
recognition they are measured at amortised costusing the effective interest method, less any impaiment losses in the
caseof trade debtors. If the arrangement constitutes a financin g transaction, for example if payment is deferred beyond
nomnal business tems, then it is measured at the present value of future payments discounted at a market rate of
instrument fora similardebt instrument.

Cash and cash equivalents

Cash and cash equivalents comprise cash bakncesand call deposits. Bank overdrafts that are repayabk on demand
and form an integral part of the Company’s cash management are included as a component of cash and cash
equivalents.

1.6 Tangible fixed assets

Tangible fixed assets are statedat cost less accumulated depreciation and accumulated impairment losses. The
Company assesses at eachreporting date whether tangible fixed a ssets are impaired.

Depreciation is charged to the profit and loss account on a straight-line basis over the estimated useful lives of each
part ofan item of tangjble fixed assets. Leased assetsare depreciated over the shorter of the lease term and their useful

lives. Land isnot depreciated. The estimated usefullives are as follows:
e Network equipment 5 to 10 years
¢ Officeequipment 5to 9 years

¢ Lease improvements amortised overthe initiallease term

Assets underconstructionare not depreciated until completed and ready foruse.

15
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Notes (continued)

1 Accounting policies (continued)
17 Turnover

The Company recognises revenue when the amount of revenue can be relably measured, it is probable that future
economic benefits will flow to the entity and specific criteria have been met for each of the Company’s activitiesas
described below. The amount of revenue is not considered to be reliably measured until all contingencies relating to
the sale have been resolved. The Company bases its estimates on historical results, taking into consideration of the
type of customer, the type of transaction and the specifics of each arrangement. Monthly feesand sales of services are
recognised whenthe services are rendered.

18 Expenses
Operating lease

Payments (excluding costs for services and insurance) made under operating leases are recognised in the profit and
loss account on a straight-line basis over the term of the lease unless the payments to the lessor are structured to
increase in line with expected general inflation; in which case the payments related to the structured increases are
recognised as incurred. Lease incentives received are recognised in profit and loss over the tem of the lease as an
integral part ofthe totalleaseexpense.

Interest receivable and Interest payable

Interest payable and similar expenses include interest payable, finance expenses on shares classified as liabilities and
finance leases recognised in profit or loss using the effective interest method, unwinding of the discount on provisions,
and net foreign exchange losses that are recognised in the profit and loss account (see foreign currency accounting
policy).

Other interest receivable and similar income include interest receivable on funds invested.

Interest income and interest payableare recognised in profit or lossas they accrue, using the effective interestmethod.
Foreign currency gains and losses are reported on a net basis.

1.9 Taxation

Tax on the profit or loss for the year comprises current and deferred tax. Tax is recognised in the profit and loss
account except to the extent that it relates to items recognised directly in equity or other comprehensive income, n
which case it is recognised directly in equity or other comprehensive income.

Curent tax is the expected tax payabl orreceivable on the taxable ncome or loss for the year, usng tax rates enacted
or substantively enacted at thebalance sheet date, and any adjustment to tax payable in respect of previous years.

Deferred tax is provided on timing differences which arise from the nclusion of income and expenses In tax assessments
in periodsdifferent from those in which they are recognised in the financialstatements. The following tm ng differences
are not provided for: differences between accumulated depreciation and tax allowances forthe cost of afixedasset ifand
when all condtions for retaining the tax allowances have been met. Deferred tax is not recognised on pemanent
differences arising because certain types of income or expense are non-axable orare disallowable for tax or because
certain tax charges or allowances are greater or smaller than the corresponding income or expense.

Deferred tax is measuredat the tax rate that is expected to apply to the reversal of the related difference, usmgtax rates
enacted orsubstantively enacted at the balancesheetdate.

Unrelieved tax losses and other deferred tax assets are recognised only to the extent that is it probable that they will
berecoveredagainst thereversal of deferred tax liabilities or other future taxable profits.

LI10 Provision

A provision is recognised in the balance sheet when the entity hasa present legal or constructive obligation as a result
of a past event, that can be reliably measured and it is probabk thatan outflow of economic benefits will be required
to settle the obligation. Provisions are recognised at the best estimate of the amount required to settle the obligation at
the reporting date.

16



Notes (continued)

2 Turnover

By geographical market
UK
Europe

Rest of World

3 Expenses and auditor’s remuneration

Included in profit/loss arethe following:

Depreciation
Operating lease expense

Auditor’s remuneration:

Audit of these financial statements

Taxation compliance services

4 Staff numbers and costs

China Unicom (Europe) Operations Limited
Annualreport and financial statements

31 December 2020
2020 2019
£ £
6,839,691 5,588,707
11,469,747 11,467,684
20,885,540 18,768,755
39,194,978 35,825,146
2020 2019
£ £
838,932 927,462
705,672 1,300,390
2020 2016
£ £
107,000 73,00C
9,600 10,10C

The average numberofpersons employed by the Company (including directors) during the year, analysed by category,

wasas follows:

By activity

Production

Selling and distribution
Administration

The aggregate payroll costs of these persons were as follows:

Wages and salaries
Social security costs

Number of employees

2020 2019

8 8

51 48

14 15

73 71
2020 2019

£ £
4,310,110 3,764,540
887,774 788,111
5,197,884 4,552,651
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China Unicom (Europe) Operations Limited
Annual report and financial statements

31 December 2020
Notes (continued)
5 Directors’ remuneration
2020 2019
£ £
Directors’ remuneration 260,343 287,449
The aggregate remuneration of the highestpaid directorwas £ 260,343 (2019: £287,449).
6 Other interestreceivable and similar income
2020 2019
£ £
Bank Interestreceivable 327,389 477,965
Other income 55,842 -
Net foreign exchange gain 183,354 452,050
Total other interestreceivable and similar income 566,585 929,985
7 Interest payable and similar expenses
2020 2019
£ £
Bank Interest payable 57,017 59,720
Total other interest payable and similar expenses 57,017 59,720
8 Taxation

Total tax expense recognised in the profitand loss account, other comprehensive income and equity

2020 2019
£ £

Current tax
Current tax on income for the period 174,849 240,396
Foreign taxation - 95,074
Adjustments in respect of prior periods (21,560) 325,866
Total currenttax 153,289 661,336
Deferred tax C :
Origination and reversal of timing differences 96,929 190,666
Impact of change in tax rate on openingbalance 57,863 (20,070)
Adjustments in respect of prior periods (39,280) 7,583
Total deferred tax ‘ 115,512 178,179
Total tax 268,801 839,515
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China Unicom (Europe) Operations Limited
Annualreportand financial statements

31 December 2020
Notes (continued)
8 Taxation (continued)
Analysis of current tax recognised inprofitandloss
2020 2019
£ £
UK corporation tax 174,849 240,39¢
Adjustments in respect of prior periods (UK tax) (21,560) 325,86¢
Adjustments in respect of prior periods (foreign tax) - 95,074
Total currenttax recognised in profit and loss 153,289 661,33¢
Reconciliation of effective taxrate
2020 2019
£ £
Profitbefore taxation 1,350,267 2,334,678
Tax usingthe UK corporation tax rate 0 19.00 %(2019: 19.00 %) 256,551 443,589
Effect of:
Expenses not deductible for tax purposes 15,227 5,537
Effects of overseas tax rates - 77,010
Adjustments to tax charges in respect of previous periods (60,840) 333,449
Tax rate changes 57,863 (20,070)
Total tax expense included in profitor loss 268,801 839,515

A UK corporation rate of 19% (effective 1 April 2020) was substantively enacted on 17 March 2020, reversingthe previously
enacted reduction in the rate from 19%to 17%. This will increase the company's future current tax charge accordingly. The

deferred tax liability at balance sheet date has been calculated at 19% (2019: 17%).

Intangible assets include software for office applications

9 Intangible assets

£
Cost
Balance at 1 January 2020 30,635
Additions 10,139
Balance at 31 December 2020 40,774
Amortisation
Balance at 1 January 2020 15,177
Amortisation charge for the year 12,080
Balance at 31 December 2020 27,257
Net bookvalue
At 1 January 2020 15,458
At 31 December 2020 13,517
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Notes (continued)

10 TangibleFixed Asset

Cost

Balance at 1 January 2020
Additions

Transfers

Disposals

Balance at 31 December 2020

Depreciation
Balance at 1 January 2020
Depreciation charge for the year

Disposals

Balance at 31 December 2020

Net book value
At 1 January 2020

At 31 December 2020

11 Investment

Investment

Investment relates to 1% share in China Unicom (Russia) Ope

Limited.

China Unicom (Europe) Operations Limited
Annualreportand financial statements

31 December 2020
Office Network Assets under Leasehold
Equipment Equipment construction improvements  Total
£ £ £ £ £
155,936 11,401,464 802,431 295,746 12,655,577
8,189 3,554,219 884,596 5,208 4,452,212
8,453 997,244  (1,005,697)
(21,384) (394,751) (416,135
151,194 15,558,176 681,330 300,954 16,691,654
81,205 5,236,701 - 295,746 5,613,652
21,063 1,146,718 - 781 1,168,562
(19,707) (332,393) - (352,100}
82,561 6,051,026 - 296,527 6,430,114
74,731 6,164,764 802,431 7,041,925
68,633 9,507,150 681,330 4,427 10,261,540
2020 2016
£ £
1 1

rations Limited, a subsidiary of China Unicom Global
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China Unicom (Europe) Operations Limited
Annualreport and financial statements

31 December 2020
Notes (continued)
12 Debtors

2020 2019
£ £
Trade debtors 1,150,504 2,518,205
Amounts owed by group undertakings 29,745,457 23,470,910

Corporation tax receivable 299,282
Tax and social security 851,484 778,321
Other debtors 461,819 489,021

32,508,546 27,256,457

Amount owed to group undertakings includes an interest bearing cash pooling balance of £16,693,032 swept to the parent
company, China Unicom Global Limited’s account in Hong Kong, interest will be calculated at the rate which is the aggregate
of 6 months SIBOR/LIBOR/HIBOR (as selected by the parent company) and 1% per annum for the period starting on 1st January
and endingon 30th June, and then from 1st July to 3 1st December each year.

No interestis charged on receivables. The directors consider thatthe carrying amount of debtors approximates to their fair value.
Intercompany balances are repayable on demand.

13 Inventory
2020 2019
£ £
Finished goods 100,115 429,709
14 Cash and cash equivalents
2020 2019
£ £
Cash at bank and in hand 1,175,279 1,033,545
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China Unicom (Europe) Operations Limited
Annualreportand financial statements

31 December 2020
Notes (continued)

15 Creditors: amounts falling due within one year
2020 2016
£ £
Trade creditors 589,670 370,794
Amounts owed to group undertakings 14,846,952 11,423,331
Corporation tax creditors - 232,685
Other creditors including taxation and social security 363,823 994,841
Accruals and deferred income 12,555,629 8,243,544
28,356,074 21,265,199

The directors consider the carrying amount of trade creditors approximates to their fair value. Intercompany balances are rep ayable
on demand. No interestis charged on payables.

16 Deferred tax liabilities

2020 2019
£ £
At the beginningof the year 531,115 352,936
Charged/(Credited) to profitor loss 109,562 178,179
Atendofyear 640,677 531,115

Deferred tax liabilities are attributable to the following:
2020 2019
£ £
Accelerated capital allowances 640,677 531,115

Deferred tax is calculated in full on temporary differences under the liability method usingthe tax rates that have beensubstantively
enacted for future years, being 19%. The deferred tax liability has arisen due to timing difference on tangible fixed assets.

17 Capital and reserves
Share capital

2020 2019

£ £

Authorised
5,860,000 ordinary shares of £1 each 5,860,000 5,860,000
Allotted, called up and fully paid
4,861,000 ordinary shares of£1 each 4,861,000 4,861,000

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to one vote p er share
at meetings of the Company.
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China Unicom (Europe) Operations Limited
Annual report and financial statements

31 December 2020
Notes (continued)
18 Operating leases
Non-cancellable operating leaserentals are payable as follows:
2020 2020 2020 2019 2019 2019
£ £ £ £ £ £
Land and Land and
building Other Total building Other Total
Less than one year 1,418,565 1,062,944 2,481,509 564,587 230,765 795,352
Between one and five years 1,590,901 1,370,585 2,961,486 2,461,061 220,402 2,681,463

3,009,466 2,433,529 5,442,995 3,025,648 451,167 3,476,815

During the year £705,672 was recognised as an expense in the profit and loss account in respect of operatingleases (2019:
£1,300,390).

The Company has entered into operating lease in 2018 for the rental of office premises for a term between 9 months to 8 years and
the rental of point of presence (POP) for a term between 3 to 5 years, with an option to renew the lease after that date.

19 Related parties transactions

The Company is a wholly owned subsidiary of China Unicom Global Limited.

The directors have availed of the exemption in FRS102 for wholly owned subsidiary undertakings from the requirement to provide
details of transactions with fellow group companies where group financial statements are prepared and made available to the public.
This exemption applies between China Unicom (Europe) Operations Limited and fellow subsidiaries of its parent company — China
Unicom Global Limited.

20 Ultimate parent company and parent company of larger group

The Company is asubsidiary undertaking of China Unicom Global Limited. The ultimate controlling party is China United Network
Communication Group Company Limited, a stated-owned enterprise in China.

The largest group in which the results of the Company are consolidated is that headed by China United Network Communication
Group Company Limited, incorporated in China. The smallest group in which they are consolidated is that headed by China Unicom
Global Limited, incorporated in Hong Kong. The consolidated financial statements of these groups are available to the public and
may be obtained from its registered office at 75 Floor, The Center, 99 Queen’s Road Central, HongKong.
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