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                      ANNOUNCEMENT OF 2005 INTERIM RESULTS

CHAIRMAN'S STATEMENT

Dear Shareholders,

In the first half of 2005, the Company's focus is "growth and efficiency".
While taking various measures to strengthen the leading position of our core
businesses, our Company constantly sought new drivers to the growth of our
businesses. We made further reforms in our various management systems, thereby
enhancing the Company's operational efficiency in a sustainable manner. In the
first half of 2005, our revenues reached RMB33,724 million, net profits reached
RMB6,358 million and profit per share reached RMB0.96.

In the first half of 2005, our Board strived to establish a system for our
Board that meets the standards of the recommended best practices in the Code on
Corporate Governance Practices, in order to align our governance structure with
international market practices. At the same time, our Company continued the
enhancement of our internal control system since the launch of the enhancement
project at the end of last year. As a corporation of our scale and size and
with a history of over a hundred years in operation, to fulfill the
requirements of the Sarbanes-Oxley Act in a short period of time is a huge
challenge, and we are determined to be prepared for this challenge. In the
first half of the year, our internal control project team continued to inspect
and check our internal control system from the company-level control and
process-level control perspectives, and formulated standard models for
improvement. In the second half of the year, such internal control standard
models will be put into trial in some of the branches of the Company.

In the first half of 2005, we continued to focus on executing our three core
strategies, "Broadband, Olympic and International". As construction for the
Olympic stadiums began in the first half of this year, our Company together
with our controlling shareholder, China Network Communications Group
Corporation, has commenced the comprehensive implementation of our Olympic
strategy. The Company will strive to achieve the strategic goal of "Broadband
Olympic" through technical, business and service innovation. The "Broadband
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Olympic" strategy serves to bring rapid growth to our broadband content and
other value-added businesses in order to offset the declining growth of our
traditional businesses. Hence, the sustained growth in our future business can
be attained.

In order to further enhance the value of the Company, by means of mergers and
acquisitions to achieve external growth, our Company has commenced the
acquisition of major telecommunications assets and business operations held by
China Network Communications Group Corporation, the controlling shareholder of
the Company, in Shanxi Province, Jilin Province, Heilongjiang Province and
Neimenggu Autonomous Region in 2005. An Extraordinary General Meeting will be
held at a suitable time such that the transaction can be considered and
approved at the Extraordinary General Meeting. Our Board believes that such
acquisition will provide further room for the Company's expansion, improve the
Company's service capabilities, capture operating synergy between the Company
and the target company to be acquired, thereby creating additional value to the
Company's shareholders.

The Company has entered into a Memorandum of Understanding with Telefonica,
S.A. on 21 July 2005 to explore the establishment of a broad strategic
cooperation. Our Board believes that our cooperation with Telefonica, S.A. will
further enhance our managerial and operational skills and is important to our
future business development and innovation.

The Company will continue to focus on "growth and efficiency" in the second
half of the year and will persist in implementing the three core strategies.
While continuing to promote the development of our broadband business, the
implementation of our Olympic strategy and the effective cooperation with our
international partners, we will strive to maintain a stable development of our
core telecommunications businesses. We will further refine our corporate
governance and comprehensively implement a robust internal control system. We
will further develop our value-added services as the industry becomes
increasingly competitive. At the same time, we will capture opportunities for
new businesses, especially wireless businesses, to further develop the growth
potential of the Company's new businesses.

On 12 September 2005, our Board accepted Mr Keith Rupert Murdoch's resignation
from his positions as a non-executive director of our Company and the chairman
of the Compensation Committee, and Mr Keith Rupert Murdoch is appointed as an
adviser to the Board. I would like to take this opportunity, on behalf of the
Board, to express our highest regards and deepest gratitude to Mr Keith Rupert
Murdoch for his exceptional contribution to the Company. Also, we welcome Mr
Jose Maria Alvarez-Pallete as a non-executive director. We believe that Mr Jose
Maria Alvarez-Pallete's expertise in corporate operations and management will
further strengthen the professionalism of our Board, which will contribute to
maximising the returns for our shareholders.

                                                            Zhang Chunjiang
                                                               Chairman

Hong Kong, 12 September 2005

CHIEF EXECUTIVE OFFICER'S STATEMENT

Dear Shareholders,

In the first half of 2005, the telecommunications market in Mainland China was
very challenging. Not only was there intensified competition in the industry,
the market was also confronted with more uncertainties for its future
development. In such an environment, our Company, with the trust and support of
our Board, persisted in its goal in achieving "growth and efficiency". With the
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concerted efforts of all our staff, we achieved considerable results in our
operations and management in the first half of 2005.

Financial Results

In the first half of 2005, we maintained a steady growth in our revenue,
achieved favourable results in cost control and recorded a substantial increase
in our operating results. For the first six months in 2005, we generated
revenue of RMB33,724 million (including amortisation of upfront connection fees
in the amount of RMB1,427 million). After excluding amortisation of upfront
connection fees, our revenue was RMB32,297 million, EBITDA* reached RMB17,605
million, EBITDA margin reached 54.5%, net profits amounted to RMB4,931 million
and profit margin reached 15.3%. Our operational efficiency was significantly
improved when compared to the same period last year.

Our free cash flow* maintained a steady growth, and reached RMB5,672 million as
at the end of June 2005, and our Capax reached RMB8,235 million for the same
period. Our capital structure became more solid as a result of the stable
growth in our operating results and our successful control of capital
expenditures. As at 30 June 2005, our interest-bearing debts reduced by
RMB9,502 million compared to the beginning of the year, and the total debt to
capitalisation ratio* decreased to 38.5%, representing a decrease of 5.8
percentage points.

                                       2

Business Review

In 2005, we continued to fully leverage our advantages in local networks and
channels, and focused on the development of broadband services. We devoted
considerable efforts to enhance the loyalty of our fixed-line telephone
customers and further increase the growth in our PHS services to combat mobile
substitution. We vigorously fostered our value-added services to promote
sustained growth. While confronted with challenges to the fixed-line telephone
services, we achieved a comparatively favourable growth in our broadband
services and value-added services.

(1)   Broadband and Internet Services

      In the first half of 2005, we maintained a robust growth in our broadband
      and Internet services. Our broadband and other Internet services
      generated a revenue of RMB3,190 million, representing 9.9% of our total
      revenue (excluding amortisation of upfront connection fees, same for the
      following). As of 30 June 2005, the number of our broadband subscribers
      reached 7.73 million, representing an increase of 84.6% over the same
      period last year, and a market share of 87.6% in our northern service
      region.

      In 2005, the emphasis of our broadband services development is to realise
      efficient growth brought by the increased economies of scale. While we
      continued to increase the number of our broadband subscribers, we have
      also taken measures to stabilise the revenue contribution of each
      broadband subscriber. These measures include strengthening our marketing
      efforts to business customers, enriching our broadband content and
      providing our corporate customers and Internet caf|$$|Aae customers with
      premium after-sales services so as to increase their loyalty.

(2)   Fixed-line Telephone Services

      Local Telephone Services
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      In the first half of 2005, our local telephone services business remained
      stable and it generated a revenue of RMB16,899 million, representing
      52.3% of our total revenue. As of 30 June 2005, the number of our local
      telephone subscribers reached 85.24 million, representing an increase of
      4.86 million subscribers compared to the end of last year, and a market
      share of 93.8% in our northern service region. The growth in the local
      telephone subscribers was primarily due to our PHS subscribers. In the
      first half of 2005, the number of our PHS subscribers reached 18.11
      million, representing an increase of 45.4% over the same period last
      year.

      In the first half of 2005, the growth of our fixed-line telephone
      subscribers declined. Due to the impact of mobile substitution, the usage
      volume of our fixed-line telephone services demonstrated a declining
      trend compared to the same period last year. In order to maintain a
      steady development of our local telephone services and increase the
      utilisation rate of our local network resources, we strengthened our
      efforts in expanding our subscriber base in urban and rural connecting
      areas, rural areas and newly established urban residential communities in
      2005. Furthermore, with the opportunities brought about by the
      intelligence upgrade of our local network, we comprehensively promoted
      the marketing of our new businesses and new bundled products in order to
      retain existing customers and attract more customers.

      Long Distance Services

      In the first half of 2005, the revenue generated from our long distance
      services reached RMB4,491 million, representing 13.9% of our total
      revenue. As a result of a constant increase in the proportion of VoIP
      usage in our long distance services, our average tariff has declined.
      Despite a continued growth in the usage volume of our long distance
      services, the revenue generated from long distance services decreased
      moderately when compared to the same period last year.

                                       3

      Value-added Services

      In the first half of 2005, the revenue generated from our value-added
      services reached RMB1,346 million, representing 4.2% of our total
      revenue. Value-added services, as one of our key revenue growth drivers,
      continued to record robust growth. In 2005, we continued our promotion of
      the development of our value-added services. With the opportunities
      brought about by the intelligence upgrade of our local network, we
      further promoted our value-added products such as caller identification,
      telephone information, voice messaging, telephone Q-bar, 4006 service,
      800 service and interactive telephone conferencing. As of 30 June 2005,
      the penetration rate of our caller identification services reached 63.5%,
      which was 5.3 percentage points higher than that at the end of 2004. The
      usage of our telephone information services was 1,305 million minutes for
      the six months, representing an increase of 14.2% over the same period
      last year.

      In the first half of 2005, the Company cooperated with SPs in an active
      and comprehensive manner to vigorously develop value-added services for
      PHS. The volume of PHS short message reached 1,993 million in the first
      half of 2005, representing a growth of 56.8% over that for the whole year
      of 2004. We formally launched our PHS "Personalised Ring" service at the

Edgar Filing: China Netcom Group CORP (Hong Kong) LTD - Form 6-K

5



      end of 2004 and acquired 2.66 million PHS "Personalised Ring" subscribers
      as at the end of June 2005, with a penetration rate of 14.7%. As one of
      our key service offerings, value-added services recorded robust growth,
      demonstrating an enormous development potential.

(3)   Business and Data Communication Services

      In the first half of 2005, the revenue generated from our business and
      data communication services reached RMB1,490 million, representing 4.6%
      of our total revenue. Our business and data communication services
      remained generally stable. Comparatively, in the first half of the year,
      the usage volume of our managed data service achieved a higher growth
      rate. The leased bandwidth of DDN, FR and ATM increased by 57.3%, 103.7%
      and 118.9%, respectively over the same period last year. In terms of
      leased line services, despite a substantial decline in the demand from
      our carrier customers, the overall bandwidth of leased circuits still
      grew moderately over the same period last year as a result of the
      increase in number and demand of our business customers.

(4)   International Services

      In the first half of 2005, the revenue generated from our international
      services reached RMB1,601 million, representing 5.0% of our total
      revenue. In the first half of 2005, Asia Netcom, our wholly-owned
      subsidiary, achieved a positive EBITDA. During the first six months, the
      number of points of connection for our international managed data service
      reached 3,800, our international leased line bandwidth reached 23.2G and
      our international incoming traffic reached 921 million minutes,
      representing an increase of 165.4%, 74.0% and 2.4%, respectively over the
      same period last year.

                                       4

Outlook for the Second Half of the Year

We achieved relatively satisfactory results in reducing costs and enhancing
efficiency in the first half of 2005, and we will continue to refine our
management and realise management efficiency in the second half of 2005. While
consistently taking measures to ensure a steady growth in our fixed-line
telephone services, we will launch a "reward points" system and further refine
our customer retaining efforts with a view to preserving and consolidating our
existing market in an active and efficient way. We will continue our efforts in
improving the PHS networks and increasing their utilisation. We will persist in
our massive efforts in marketing our broadband services and enlarging the scale
of our broadband subscriber base. Furthermore, we will further tap the
potentials of the value-added services and strengthen the marketing efforts on
our value-added products.

In the second half of the year, we will continue to leverage the various
opportunities brought about by new technologies to accelerate the development
of our businesses, upgrade our overall brand images and push forward the
development of our broadband content. We will also strengthen our cooperation
with international telecommunications operators with extensive experience in
international operations so as to further refine our operations and management
and develop our new businesses. We strive to provide even better services for
our customers and maximise the returns for our shareholders.

                                                     Tian Suning
                                      Vice Chairman and Chief Executive Officer
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Hong Kong, 12 September 2005

* For definitions of EBITDA, free cash flow and total debt to capitalisation
ratio, please refer to our Company's 2004 annual report.

                                       5

UNAUDITED CONDENSED CONSOLIDATED INCOME STATEMENT
FOR THE SIX MONTHS ENDED 30 JUNE 2005
(Expressed in Renminbi)

                                                                                                  2005            2004
                                                                                Note               RMB             RMB
                                                                                               million         million
                                                                                             Unaudited         Audited

Revenues                                                                         5              33,724          32,498
                                                                                             ---------         -------
Operating expenses
Depreciation and amortisation                                                                  (9,265)         (9,552)
Networks, operations and support                                                               (5,549)         (5,167)
Staff costs                                                                                    (4,200)         (4,294)
Selling, general and administrative                                                            (4,402)         (4,199)
Other operating expenses                                                                         (541)           (724)
                                                                                             ---------         -------
Operating profit before interest income and dividend income                                      9,767           8,562
Interest income                                                                                     87              32
Dividend income                                                                                     28               7
                                                                                             ---------         -------
Profit from operations                                                           6               9,882           8,601
Finance costs                                                                    7             (1,226)         (1,604)
Share of loss of associated companies                                                                -             (1)
                                                                                             ---------         -------
Profit before taxation                                                                           8,656           6,996
Taxation                                                                         8             (2,298)         (2,121)
                                                                                             ---------         -------
Profit for the period                                                                            6,358           4,875
                                                                                             =========         =======
Basic earnings per share                                                         10            RMB0.96         RMB0.89
                                                                                             =========         =======
Diluted earnings per share                                                       10            RMB0.96         RMB0.89
                                                                                             =========         =======

                                       6

UNAUDITED CONDENSED CONSOLIDATED BALANCE SHEET
AT 30 JUNE 2005
(Expressed in Renminbi)
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                                                                                                 As at           As at
                                                                                               30 June     31 December
                                                                                                  2005            2004
                                                                                                   RMB             RMB
                                                                                               million         million
                                                                                             Unaudited        Restated

Assets
Current assets
   Cash and bank deposits                                                                        8,790          10,053
   Short-term investments                                                                          439           2,876
   Accounts receivable                                                           11              6,778           5,688
   Inventories and consumables                                                                     502             941
   Prepayments and other receivables                                                             1,079           1,006
   Due from holding companies and fellow subsidiaries                                              489             373
                                                                                             ---------         -------
Total current assets                                                                            18,077          20,937
                                                                                             ---------         -------
Non-current assets
   Property, plant and equipment                                                               122,689         124,787
   Construction in progress                                                                      9,172           7,602
   Lease prepayments for land                                                                    1,291           1,266
   Intangible assets                                                                               926             316
   Deferred costs                                                                                6,250           7,449
   Deferred tax assets                                                                           2,881           2,394
   Derivative assets                                                                                 2               -
   Other non-current assets                                                                         11             424
                                                                                             ---------         -------
Total non-current assets                                                                       143,222         144,238
                                                                                             ---------         -------
Total assets                                                                                   161,299         165,175
                                                                                             =========         =======
Liabilities and equity
Current liabilities
   Accounts payable                                                              12             13,281          14,653
   Accruals and other payables                                                                   3,698           3,353
   Short-term bank loans                                                       13(a)            26,425          29,339
   Current portion of long-term bank and other loans                           13(b)             4,263           7,270
   Due to holding companies and fellow subsidiaries                                              8,469           8,244
   Current portion of deferred revenues                                                          6,196           6,653
   Current portion of provisions                                                                 2,480           2,596
   Taxation payable                                                                              2,656             196
                                                                                             ---------         -------
Total current liabilities                                                                       67,468          72,304
                                                                                             ---------         -------
Net current liabilities                                                                       (49,391)        (51,367)
                                                                                             ---------         -------

                                       7

Total assets less current liabilities                                                           93,381          92,871
                                                                                             ---------         -------
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Non-current liabilities
   Long-term bank and other loans                                              13(b)            18,280          21,861
   Deferred revenues                                                                            10,528          11,817
   Provisions                                                                                    2,080           2,143
   Deferred tax liabilities                                                                      1,354           1,321
   Derivative liabilities                                                                           83               -
   Other non-current liabilities                                                                    22             564
                                                                                             ---------         -------
Total non-current liabilities                                                                   32,347          37,706
                                                                                             ---------         -------
Total liabilities                                                                               99,815         110,010
                                                                                             ---------         -------
Financed by:
   Share capital                                                                                 2,181           2,181
   Reserves                                                                                     59,303          52,984
                                                                                             ---------         -------
Shareholders' equity                                                                            61,484          55,165
                                                                                             ---------         -------
Total liabilities & equity                                                                     161,299         165,175
                                                                                             =========         =======

UNAUDITED CONDENSED CONSOLIDATED CASH FLOW STATEMENT
FOR THE SIX MONTHS ENDED 30 JUNE 2005
(Expressed in Renminbi)

                                                                                          Six months ended 30 June
                                                                                                  2005            2004
                                                                                                   RMB             RMB
                                                                                               million         million
                                                                                             Unaudited         Audited

Net cash inflow from operating activities                                                       13,907          14,075
Net cash outflow from investing activities                                                     (5,737)         (8,128)
Net cash outflow from financing activities                                                     (9,433)         (9,114)
                                                                                             ---------         -------
Decrease in cash and cash equivalents                                                          (1,263)         (3,167)
Cash and cash equivalents at beginning of period                                                10,033           6,283
                                                                                             ---------         -------
Cash and cash equivalents at end of period                                                       8,770           3,116
                                                                                             =========         =======

                                       8

NOTES TO THE INTERIM FINANCIAL STATEMENTS

1     The group and principal activities

      Background of the Group

      China Netcom Group Corporation (Hong Kong) Limited (the "Company") was
      incorporated in the Hong Kong Special Administrative Region ("Hong Kong")
      of the People's Republic of China ("PRC") on 22 October 1999 as a limited
      liability company under the Hong Kong Companies Ordinance.

      Following the reorganization of the Company, China Netcom Holdings
      Company Limited and China Netcom Communications Group Corporation ("China
      Netcom Group") as set out in note 2 to the Group's financial statements

Edgar Filing: China Netcom Group CORP (Hong Kong) LTD - Form 6-K

9



      for the year ended 31 December 2004, the shares of the Company were
      listed on The Stock Exchange of Hong Kong Limited on 17 November 2004 and
      the American Depositary Shares Holders of the Company were listed on The
      New York Stock Exchange Inc. on 16 November 2004.

      Principal activities

      The Group is a dominant provider of fixed line telephone services,
      broadband, other Internet-related services, and business and data
      communications services in six northern municipalities and provinces,
      namely Beijing Municipality, Tianjin Municipality, Hebei Province, Henan
      Province, Shandong Province and Liaoning Province in the PRC. The Group
      also provides telecommunications services to selected business and
      residential customers in one southern municipality and one southern
      province, namely Shanghai Municipality and Guangdong Province in the PRC.
      In addition, the Group operates a network and offers international data
      services throughout the Asia Pacific countries and regions.

2     Basis of presentation

      These unaudited consolidated condensed financial statements (the "interim
      financial statements") have been prepared in accordance with Hong Kong
      Accounting Standard ("HKAS") 34, "Interim Financial Reporting" issued by
      the Hong Kong Institute of Certified Public Accountants (the "HKICPA")
      and the disclosure requirements of the Rules Governing the Listing of
      Securities on The Stock Exchange of Hong Kong Limited.

      The interim financial statements include the financial information of the
      Company and its subsidiaries (collectively referred to as the "Group").
      These interim financial statements should be read in conjunction with the
      Group's 2004 financial statements.

      The interim financial statements have been prepared in accordance with
      the same accounting policies adopted in the Company's 2004 financial
      statements, except for the accounting policy changes that are reflected
      in the 2005 annual financial statements. Details of these changes in
      accounting policies are set out in note 3 below.

      The Company was listed following a reorganisation which was effective for
      accounting purposes on 30 June 2004. The financial information for the
      six months ended 30 June 2004 are extracted from the Company's prospectus
      for the initial public offering and were presented as if the Group had
      been in existence throughout that period. Further details regarding the
      Group's reorganisation are set out in note 2 to the Group's 2004
      financial statements.

      A significant percentage of the Group's funding requirements is achieved
      through short term borrowings. Consequently, the balance sheet indicates
      a significant working capital deficit. In the past, a substantial portion
      of the Group's short term borrowings have been rolled over upon maturity.
      Based on the Group's history of obtaining finance, its current finance,
      its relationships with its bankers and its operating performance, the
      directors consider that the Group will continue to be able to roll over
      such short term financing, or will be able to obtain sufficient
      alternative sources of financing to enable it to operate and meet its
      liabilities as and when they fall due.

3     Changes in accounting policies

      The HKICPA has issued a number of new and revised Hong Kong Financial
      Reporting Standards and Hong Kong Accounting Standards ("new revised
      HKFRSs") which are effective for accounting periods beginning on or after

Edgar Filing: China Netcom Group CORP (Hong Kong) LTD - Form 6-K

10



      1 January 2005.

      As at 1 January 2005, the Group adopted the new and revised HKFRSs as
      listed below, which are relevant to its operations. The comparative
      figures in respect of the six months ended 30 June 2004 have been amended
      as required and where necessary, in accordance with the relevant
      requirements.

      HKAS 1                    Presentation of Financial Statements
      HKAS 2                    Inventories
      HKAS 7                    Cash Flow Statements
      HKAS 8                    Accounting Policies, Changes in Accounting Estimates and Errors
      HKAS 10                   Events after the Balance Sheet Date
      HKAS 12                   Income Taxes

                                       9

      HKAS 14                   Segment Reporting
      HKAS 16                   Property, Plant and Equipment
      HKAS 17                   Leases
      HKAS 18                   Revenue
      HKAS 19                   Employee Benefits
      HKAS 21                   The Effects of Changes in Foreign Exchange Rates
      HKAS 23                   Borrowing Costs
      HKAS 24                   Related Party Disclosures
      HKAS 27                   Consolidated and Separate Financial Statements
      HKAS 28                   Investments in Associates
      HKAS 32                   Financial Instruments: Disclosure and Presentation
      HKAS 33                   Earnings Per Share
      HKAS 34                   Interim Financial Reporting
      HKAS 36                   Impairment of Assets
      HKAS 37                   Provisions, Contingent Liabilities and Contingent Assets
      HKAS 38                   Intangible Assets
      HKAS 39                   Financial Instruments: Recognition and Measurement
      HKFRS 1                   First-time Adoption of Hong Kong Financial Reporting Standards
      HKFRS 2                   Share-based Payment
      HKFRS 3                   Business Combinations

      The adoption of these new and revised HKFRSs by the Company did not have
      any significant impact on its results of operations and financial
      position, except for the adoption of HKFRS 2, HKFRS 3, HKAS 36, HKAS 17,
      HKAS 32 and HKAS 39 as detailed below.

(a)   HKFRS 2

      In prior years, no employee benefit cost or obligation was recognised
      when employees (including directors) were granted share options by the
      Group over shares in the Company. When the share options were exercised,
      equity was increased by the amount of the proceeds received.
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      With effect from 1 January 2005, in order to comply with HKFRS 2, the
      Group recognises the fair value of such share options as an expense in
      the consolidated income statement, or as an asset if the cost qualifies
      for recognition as an asset under the group's accounting policies. A
      corresponding increase is recognised in a capital reserve within equity.

      This change in accounting policy has been accounted for retrospectively
as follows:

                                                                                            Effect of
                                                                                   As        adoption
                                                                           previously         of  new               As
                                                                             reported            HKFRS        restated
                                                                                  RMB              RMB             RMB
                                                                              million          million         million

      As at 31 December 2004
      Reserves:
         Retained earnings                                                      4,985             (18)           4,967
         Capital reserve                                                          265               18             283

                                                                           =============    =============    =============

      The adoption of HKFRS 2 resulted in:

                                                                                           Six months ended 30 June
                                                                                                     2005         2004
                                                                                              RMB million  RMB million

      Increase in staff costs                                                                          48            -
                                                                                            ============= =============

      The company's share option scheme was introduced upon the listing of its
      shares in October 2004. Accordingly, the adoption of HKFRS does not have
      any impact to the Group's financial profit and loss account for the six
      months ended 30 June 2004.

                                      10

(b). HKFRS 3 and HKAS 36

      In prior years:

      -     positive goodwill arising from acquisitions on or after 1 January
            2001 was amortised to the consolidated income statement on a
            straight-line basis over 20 years. Positive goodwill was stated in
            the consolidated balance sheet at cost less accumulated
            amortisation and any impairment losses; and

      -     negative goodwill which arose from acquisitions on or after 1
            January 2001 was amortised over the weighted average useful life of
            the depreciable/amortisable non-monetary assets acquired, except to
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            the extent it related to identified expected future losses as at
            the date of acquisition. In such cases it was recognised in the
            consolidated income statement as those expected losses was
            incurred.

      With effect from 1 January 2005, in order to comply with HKFRS 3 and HKAS
      36, positive goodwill could no longer be amortised. Such goodwill is
      tested annually for impairment, including in the year of its initial
      recognition, as well as when there are indications of impairment.
      Impairment losses are recognised when the carrying amount of the cash
      generating unit to which the goodwill has been allocated exceeds its
      recoverable amount.

      With effect from 1 January 2005 and in accordance with HKFRS 3, if the
      fair value of the net assets acquired in a business combination exceeds
      the consideration paid (i.e. an amount arises which would have been known
      as negative goodwill under the previous accounting policy), the excess is
      recognised immediately in the consolidated income statement as it arises.

      The change in the net book value of negative goodwill, as disclosed in
      note 20 to the 2004 financial statements, arising from the above change
      in accounting policy has been prospectively accounted for from 1 January
      2005 as follows:

                                                                               Before        Effect of
                                                                          adoption of      adoption of
                                                                            new HKFRS        new HKFRS     As restated
                                                                          RMB million      RMB million     RMB million

      As at 1 January 2005
      Negative goodwill (Included in intangible assets)                         (166)              166               -
      Retained earnings                                                         4,985              166           5,151
                                                                        =============    =============   =============

      The adoption of HKFRS 3 and HKAS 36 resulted in:

                                                                                                            Six months
                                                                                                                 ended
                                                                                                          30 June 2005
                                                                                                           RMB million

      Increase in amortisation expenses                                                                              7
                                                                                                         =============

(c)   HKAS17

      In prior years, land use rights and buildings held for own use were
      stated at cost less accumulated depreciation and impairment losses.
      Depreciation was calculated to write-off the cost of such assets on a
      straight-line basis over their estimated useful lives, to residual value.

      With effect from 1 January 2005, in order to comply with HKAS 17, land
      use rights held for own use are accounted for as operating leases where
      the fair value of the interest in any buildings situated on the leasehold
      land can be separately identified from the fair value of the land use
      rights at either the time the lease was first entered into by the Group
      or taken over from the previous lessee, or at the date of construction of
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      those buildings, if later.

      Any pre-paid land premiums for acquiring the land use rights, or other
      lease payments, are stated at cost and are written off on a straight-line
      basis over the respective periods of the rights.

      Any buildings held for own use which are situated on such land leases
      continue to be presented as part of property, plant and equipment.

      The new accounting policy has been adopted retrospectively and land use
      rights have been reclassified from "Property, plant and equipment" or
      "Construction in progress" to "Lease prepayments for land" on the face of
      the consolidated balance sheet. The reclassification has no impact on the
      Group's net assets as at the period end/year end nor on the Group's
      profit attributable to equity shareholders for the periods presented. The
      amortisation charges in the consolidated income statement in

                                      11

      respect of land use rights are is now recorded as "Amortisation of lease
      prepayments for land", which is included in the line item "Depreciation
      and amortisation" on the face of the consolidated income statement.

                                                                                           Effect of
                                                                               As           adoption
                                                                       previously            of  new                As
                                                                         reported              HKFRS          restated
                                                                      RMB million        RMB million               RMB
                                                                                                               million

      As at 31 December 2004
      Land and buildings                                                   14,238              (795)            13,443
      Construction in progress                                              8,073              (471)             7,602
      Lease prepayments for land                                                -              1,266             1,266

                                                                     =============      =============      =============

(d) HKAS 32 and HKAS 39

      HKAS 32 and HKAS 39 establish principles for disclosure, presentation,
      recognition and measurement of financial instruments, including
      non-derivative financial assets, non-derivative financial liabilities and
      derivative instruments for hedging activities.

      Under HKAS 39, financial instruments will be carried at either amortised
      cost or fair value, depending on their classification. Movements in fair
      value will be either charged to net profit or loss or taken to equity in
      accordance with the standard. In addition, all derivatives, including
      those embedded in non-derivative host contracts are recognised in the
      balance sheet at fair value.

      This change in accounting policy has been prospectively accounted for
      from 1 January, 2005 as follow:

Edgar Filing: China Netcom Group CORP (Hong Kong) LTD - Form 6-K

14



                                                                                             Effect of
                                                                      Before adoption  adoption of new
                                                                         of new HKFRS            HKFRS     As restated
                                                                          RMB million      RMB million     RMB million

      As at 1 January 2005
      Contract receivable (Included in non-current assets)                        408            (408)               -
      Contract payable (Included in non-current liabilities)                    (533)              533               -
      Discount on foreign currency exchange forward contracts                      59             (59)               -
      (Included in defferred costs)
      Derivative assets                                                             -                9               9
      Derivative liabilities                                                        -             (74)            (74)
      Retained earnings                                                         4,985                1           4,986
                                                                        =============    =============   =============

      The adoption of HKAS 39 resulted in:

                                                                                                      Six months ended
                                                                                                          30 June 2005
                                                                                                           RMB million

      Decrease in profit before taxation                                                                            15
                                                                                                         =============

                                      12

(e) Summary of impact of changes in accounting policies

      The impact of the changes to accounting policies as set out in notes (a)
      to (d) above on the Group's profit and equity was as follows:

                                                                                                                  2005
                                                                                                           RMB million

       Six months ended 30 June
       (a) HKFRS2                                                                                                   48
       (b) HKFRS3 and HKAS36                                                                                         7
       (d) HKAS32 and HKAS39                                                                                        15
                                                                                                         -------------

       Decrease in profit before taxation                                                                           70
                                                                                                         =============

       As at 1 January
       (b) HKFRS3 and HKAS36                                                                                       166
       (d) HKAS32 and HKAS39                                                                                         1
                                                                                                         -------------
       Increase in total equity                                                                                    167
                                                                                                         =============
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4     Segmental Reporting

      Business segments provide services that are subject to risks and returns
      that are different form other business segments. Geographical segments
      provide services within a particular economic environment that is subject
      to risks and returns that different from those of segments operating in
      other economic environments. Currently the Group has one business
      segment, the provision of fixed line telecommunications services. Less
      than 10% of the Group's assets and operations are located outside the
      PRC. Accordingly, no business and geographical segment information is
      presented.

5     Revenues

      Revenues represent the turnover of the Group and are derived from the
      provision of fixed line telecommunications and related services, net of
      the PRC business taxes and government levies. The Group's revenues by
      business nature can be summarised as follows:

      The Group's revenues by geographical location of the customers can be
      summarised as follows:

                                                                                           Six months ended 30 June
                                                                                                     2005         2004
                                                                                              RMB million  RMB million
                                                                                                Unaudited      Audited

       Domestic telecommunications services  (Being revenues generated from customers
       located in the PRC)
       Local usage fees                                                                             9,299        9,443
       Monthly telephone service                                                                    6,998        6,936
       Upfront installation fees                                                                      602          641
       DLD usage fees                                                                               4,038        4,509
       ILD usage fees                                                                                 453          673
       Value-added services                                                                         1,346        1,019
       Interconnection fees                                                                         2,332        1,719
       Upfront connection fees                                                                      1,427        1,774
       Broadband service                                                                            2,799        1,815
       Internet-related service                                                                       391          613
       Managed data service                                                                           573          546
       Leased line income                                                                             917        1,021
       Other services                                                                                 948          514
                                                                                            ------------- ------------
                                                                                                   32,123       31,223

                                      13

       International telecommunications services (Being revenues generated from
       customers located outside the PRC, including Hong Kong and Macau Special
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       Administrative Regions and Taiwan)
                                                                                            ------------- ------------
       Total                                                                                       33,724       32,498
                                                                                            ============= =============

6     Profit from operations

      Profit from operations is stated after charging or crediting the
following:

                                                                                           Six months ended 30 June
                                                                                                     2005         2004
                                                                                              RMB million  RMB million
                                                                                                Unaudited      Audited

       Charging

       Depreciation:
         - Owned property, plant and equipment                                                      9,034        9,398
         - Leased property, plant and equipment                                                        79           91
       Loss on disposal of fixed assets  (included in networks operations and support                   -           80
       expenses)
       Amortisation of intangible assets                                                              137           51
       Amortisation of lease prepayments for land                                                      15           13
       Cost of inventories                                                                            384          180
       Bad debt expenses                                                                              279          478
       Unrealised loss on short-term investments                                                        -            7
                                                                                            ============= =============

       Crediting

       Gain on disposal of fixed assets  (included in networks operations and support                   2            -
       expenses)
       Foreign exchange gain, net                                                                     118           15
       Gain on disposal of short-term investments                                                      28            -
                                                                                            ============= =============

7     Finance costs

                                                                                     Six months ended 30 June
                                                                                             2005          2004
                                                                                      RMB million   RMB million
                                                                                        Unaudited       Audited

       Interest expenses on:
         - Bank and other loans wholly repayable within five years                          1,358         1,814
         - Bank and other loans wholly repayable after more than five years                    86            42
                                                                                      -----------    ----------
                                                                                            1,444         1,856
       Less: Interest expenses capitalised in construction-in-progress                      (107)         (258)
                                                                                      -----------    ----------
                                                                                            1,337         1,598
       Foreign exchange (gain), net                                                         (118)          (15)
       Bank charges                                                                             7            12
       Amortisation of discount on foreign currency exchange forward contracts                  -             9
                                                                                            1,226         1,604
                                                                                      -----------    ----------
       Interest expenses were capitalised in construction in progress using the       3.91%-4.88%   3.65%-5.45%
       following annual interest rates
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                                                                                      ===========   ===========

                                      14

8     Taxation

                                                                                           Six months ended 30 June
                                                                                                     2005         2004
                                                                                              RMB million  RMB million
                                                                                                Unaudited      Audited

       PRC enterprise income tax ("EIT")                                                            2,752        1,389
       Deferred taxation                                                                            (454)          732
                                                                                            ------------- -------------

       Taxation charges                                                                             2,298        2,121
                                                                                            ============= =============

      The provision for EIT is calculated based on the statutory income tax
      rate of 33% on the assessable profit of each of the entities in the PRC
      as determined in accordance with the relevant income tax rules and
      regulations in the PRC.

      Taxation on profits derived from certain subsidiaries outside the PRC,
      including Hong Kong, has been calculated on the estimated assessable
      profit at the rates of taxation ranging from 17.5% to 30%, prevailing in
      the countries in which those entities operates.

      The reconciliation between the Group's actual tax charge and the amount
      which is calculated based on the weighted average statutory tax rate is
      as follows:

                                                                                             Six months ended 30 June
                                                                                                  2005            2004
                                                                                                   RMB             RMB
                                                                                               million         million
                                                                                             Unaudited         Audited

      Profit before taxation                                                                     8,656           6,996

                                                                                         =============    =============
      Weighted average statutory tax rate                                                          33%             33%
      Tax calculated at the weighted average statutory tax rate                                  2,856           2,309

      Non-taxable income (Note below)                                                            (570)           (587)
      Expenses not deductible for tax purposes                                                      63             112
      Tax losses not recognised/(utilised)                                                           4             231
      Others                                                                                      (55)              56
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                                                                                         -------------    -------------
      Tax charges                                                                                2,298           2,121

                                                                                         =============    =============

      Note: Non-taxable income comprises primarily upfront connection fees
            charged to customers and amortised over the customer
            relationship period.

9     Profit distributions and allocations

      (a)         Dividends

                                                                               Six months ended 30 June
                                                                           2005                       2004
                                                                  HKD million  RMB million   HKD million   RMB million
                                                                    Unaudited    Unaudited       Audited       Audited

            Final dividend paid, of HK$0.037 per ordinary share           245          259             -             -
                                                                  ===========  ===========   ===========   ===========

         Notes:

            (i)   On 6 April 2005, the directors proposed a final dividend of
                  HK$0.037 per ordinary share for the year ended 31 December
                  2004, which was paid on 10 June 2005 and has been reflected
                  as an appropriation of retained earnings for the six months
                  ended 30 June 2005.

                                      15

            (ii)  No interim dividend has been proposed by the directors for
                  the period ended 30 June 2005. The payment of any future
                  dividends will be determined by the Board of Directors.

      (b)   Appropriation to statutory reserve

            According to a PRC tax approval document issued by Ministry of
            Finance and State Administration of Taxation to China Netcom
            (Group) Company Limited ("CNC China"), the Group's primary
            operating subsidiary, the Group's upfront connection fees are not
            subject to EIT and an amount equal to the upfront connection fees
            recognised in the income statement should be transferred from
            retained earnings to a statutory reserve. As at 31 December 2004,
            the aggregated upfront connection fees recognised in the income
            statement amounted to RMB 3,378 million, which was transferred to
            the statutory reserve in accordance with the aforementioned
            approval document.

            For the six months ended 30 June 2005, the Company has not made
            other appropriations to the statutory reserve which will be made at
            year end.

10    Earnings per share

      Basic earnings per share is computed using the weighted average number of
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      ordinary shares outstanding during the year. Diluted earnings per share
      is computed using the weighted average number of ordinary shares and
      potential ordinary shares outstanding during the year.

      The following table sets forth the computation of basic and diluted net
earnings per share:

                                                                                           Six months ended 30 June
                                                                                                  2005            2004
                                                                                           (in RMB millions, except
                                                                                         -7 share and per share data)
                                                                                             Unaudited         Audited

      Numerator:
      Profit for the periods                                                                     6,358           4,875
      Denominator:
      Weighted average number of ordinary shares outstanding and shares used in          6,593,529,000   5,492,258,218
      computing basic earnings per share

      Weighted average number of potential ordinary shares:
      Diluted equivalent shares arising from convertible Preference shares                           -       7,741,782
      Diluted equivalent shares arising from share option                                   34,754,749               -
                                                                                         -------------   -------------
      Shares used in computing diluted earnings per share                                6,628,283,749   5,500,000,000
                                                                                         -------------   -------------
      Basic earnings per share                                                                 RMB0.96         RMB0.89
                                                                                         =============   =============
      Diluted earnings per share                                                               RMB0.96         RMB0.89
                                                                                         =============   =============

                                      16

11    Accounts receivable

        Amounts due from the provision of fixed line telecommunications service
        to residential and business customers are due within 30 days from the
        date of billing. Residential customers who have accounts overdue by
        more than 90 days will in normal circumstances have their services
        disconnected. Accounts receivable from other telecommunications
        operators and customers are due between 30 to 90 days from the billing
        date.

        The ageing analysis of accounts receivable based on the billing date is
as follows:

                                                                                          30 June 2005     31 December
                                                                                                                  2004
                                                                                           RMB million     RMB million
                                                                                             Unaudited         Audited
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         0-30 days                                                                               4,965           4,479
         31-90 days                                                                              1,315             861
         Over 90 days                                                                            1,801           1,404
                                                                                         ------------    -------------
         Total                                                                                   8,081           6,744
                                                                                         ------------    -------------
         Less: Allowance for doubtful debts                                                    (1,303)         (1,056)
                                                                                         ------------    -------------
         Net carrying amounts                                                                    6,778           5,688
                                                                                         =============   =============

      Included in the accounts receivable are amounts due from other
      state-owned telecommunication operators amounting to RMB 1,009 million
      (2004: RMB 789 million).

12    Accounts payable

                                                                                            30 June 2005   31 December
                                                                                                                  2004
                                                                                             RMB million   RMB million
                                                                                               Unaudited       Audited

      0-30 days                                                                                    4,165         6,122
      31-60 days                                                                                   1,269         1,833
      61-90 days                                                                                     864           925
      91-180 days                                                                                  1,989         2,115
      Over 180 days                                                                                4,994         3,658
                                                                                           ------------- -------------
                                                                                                  13,281        14,653
                                                                                           ============= =============

      Included in accounts payable are amounts due to other state-owned
      telecommunication operators amounting to RMB 2,010 million (2004: RMB
      1,781 million).

                                      17

13    Bank and other loans

(a)   As at 30 June 2005, the short term bank loans were unsecured and comprise:

      Currency                     Interest rate and final maturity                       30 June 2005     31 December
                                                                                                                  2004
                                                                                           RMB million     RMB million
                                                                                             Unaudited         Audited

      Renminbi denominated         Variable  interest  rates  ranging  from  4.54% to           26,274          29,220
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                                   5.02% per annum  with  maturity  through 6 January
                                   2006
      US Dollar denominated        Variable  interest  rates  ranging  from  3.98% to              151             119
                                   4.70% per annum with maturity  through 29 November
                                   2005
                                                                                         -------------   -------------
                                                                                                26,425          29,339
                                                                                         =============   =============

(b) The Group's long term bank and other loans comprise:

                                                                                          30 June 2005     31 December
                                                                                                                  2004
                                                                                           RMB million     RMB million
                                                                                Note         Unaudited         Audited

       Bank and other loans                                                     (i)             21,257          27,571
       Finance lease obligations                                                (ii)             1,286           1,560
                                                                                         -------------   -------------
                                                                                                22,543          29,131
       Less: Current portion                                                                   (4,263)         (7,270)
                                                                                         -------------   -------------
                                                                                                18,280          21,861
                                                                                         =============   =============

      (i) Long term bank and other loans

                                                                                          30 June 2005     31 December
                                                                                                                  2004
                                                                                           RMB million     RMB million
                                                                                             Unaudited         Audited

             Loans
             Unsecured                                                                          19,158          25,228
             Secured                                                                             2,099           2,343
                                                                                         -------------   -------------
             Total                                                                              21,257          27,571
                                                                                         -------------   -------------
             Less: Current portion                                                             (4,101)         (7,060)
                                                                                         -------------   -------------
             Long-term loans                                                                    17,156          20,511
                                                                                         =============   =============

                                      18

 The Group's long term bank and other loans (excluding finance lease
liabilities) were repayable as follows:

                                                                                            30 June 2005   31 December
                                                                                                                  2004
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                                                                                             RMB million   RMB million
                                                                                               Unaudited       Audited

             Within one year                                                                       4,101         7,060
             In the second year                                                                    6,083         6,550
             In the third to fifth year                                                            8,154        11,196
             After the fifth year                                                                  2,919         2,765
                                                                                           -------------  ------------
                                                                                                  21,257        27,571
                                                                                           =============  ============

            As at 30 June 2005, bank loans amounting to RMB 2,099 million
(2004: RMB 2,343 million) were secured by the followings:

            (i)   Certain property, plant and equipment amounting to RMB 3
                  million (2004: RMB 22 million) in respect of loans amounting
                  to RMB 1 million (2004: RMB 3 million);

            (ii)  Corporate guarantees granted by China Netcom Group to the
                  extent of RMB 1,782 million (2004: RMB 1,888 million); and

            (iii) Corporate guarantees granted by third parties to the extent
                  of RMB 316 million (2004: RMB 452 million).

(b) (ii) Finance lease obligations

                                                                                            30 June 2005   31 December
                                                                                                                  2004
                                                                                             RMB million   RMB million
                                                                                               Unaudited       Audited

             Obligation under finance leases                                                       1,286         1,560
             Less: current portion                                                                 (162)         (210)
                                                                                           ------------- -------------
                                                                                                   1,124         1,350
                                                                                           ============= =============

           During the year ended 31 December 2004, the Group entered into a
           finance lease arrangement with a related party for certain existing
           fixed assets in return for funding of RMB 1,085 million. The net
           book value of such fixed assets amounted to RMB 857 million (2004:
           RMB 954 million). The lease obligation payable to the related party
           as at 30 June 2005 amounted to RMB 1,051 million (2004: RMB 1,070
           million).

           The Group's liabilities under finance leases are analysed as follows:

                                                                                             30 June 2005  31 December
                                                                                                                  2004
                                                                                              RMB million  RMB million
                                                                                                Unaudited      Audited
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           Within one year                                                                            193          390
           In the second year                                                                       1,110          662
           In the third to fifth year, inclusive                                                       36          580
                                                                                            ------------- ------------
                                                                                                    1,339        1,632
           Less: future finance charges on finance leases                                            (53)         (72)
                                                                                            ------------- ------------
           Present value of finance lease liabilities                                               1,286        1,560
                                                                                            ============= =============
           The present value of finance lease liabilities is as follows:
           Within one year                                                                            162          210
           In the second year                                                                       1,088          776
           In the third to fifth year, inclusive                                                       36          574
                                                                                            ------------- ------------
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                                                                                                    1,286        1,560
                                                                                            ============= =============

14    Commitments

(a)   Capital commitments

                                                                                          30 June 2005     31 December
                                                                                                                  2004
                                                                                           RMB million     RMB million
                                                                                             Unaudited         Audited

      Contracted but not provided for Land and buildings                                            36              47
      Telecommunications networks and equipment                                                  1,136             986
                                                                                         -------------   -------------
                                                                                                 1,172           1,033
                                                                                         =============   =============
      Authorised but not contracted for
      Land and buildings                                                                           233               2
      Telecommunications networks and equipment                                                  2,220           1,778
                                                                                         -------------   -------------
                                                                                                 2,453           1,780
                                                                                         =============   =============

(b) Operating lease commitments

      The Group has future minimum lease payments under non-cancellable
operating leases in respect of premises and equipment as follows:

                                                                                          30 June 2005     31 December
                                                                                                                  2004
                                                                                           RMB million     RMB million
                                                                                             Unaudited         Audited
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      Not later than one year                                                                      873             793
      Later than one year and not later than five years                                          1,640           1,129
      Later than five years                                                                      1,893           1,510
                                                                                         -------------   -------------
                                                                                                 4,406           3,432
                                                                                         =============   =============

15    Related party transactions

      China Netcom Group, the Group's parent company, is a state-controlled
      enterprise directly controlled by the PRC government. The PRC government
      is the Company's ultimate controlling party. Neither China Netcom Group
      nor the PRC government publishes financial statements available for
      public use.

      All state-controlled enterprises, their subsidiaries, their key
      management and their close family, and their employees (collectively
      referred as "state-owned parties") are ultimately related parties of the
      Group. The Group has extensive transactions including provision and
      receiving of services, leasing of assets and obtaining finances, with
      these state-owned parties in its ordinary course of business. These
      transactions are carried out at terms similar to those with other
      non-state-owned parties and have been reflected in the Financial
      Information.

      The Group's operations are subject to the supervision of and regulation
      by the PRC Government. The Ministry of Information Industry (the "MII"),
      pursuant to the authority delegated by the PRC's State Council, is
      responsible for formulating the telecommunications industry policies and
      regulations for all telecommunication operators in China. As a
      state-owned telecommunication operator, the Group has extensive
      transactions with other state-owned telecommunication operators in its
      ordinary course of business. These transactions are carried out in
      accordance with the rules and regulations stipulated by the MII of the
      PRC Government and disclosed below.

      The Group has extensive transactions with other members of the China
      Netcom Group. As a result of this relationship, it is possible that the
      terms of the transactions between the Group and other members of the
      China Netcom Group are not the same as those that would result from
      transactions with other related parties or wholly unrelated parties.

      Management believes that meaningful information relative to related party
disclosures has been adequately disclosed.
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                                                                                           Six months ended 30 June
                                                                                                     2005         2004
                                                                                              RMB million  RMB million
                                                                                                Unaudited      Audited

      Interconnection income
         - from fellow subsidiaries                                                                   142            -
         - from other state-owned telecommunication operators                                       2,190        1,719
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                                                                                            ------------- -------------
      Sub total                                                                                     2,332        1,719
                                                                                            ============= =============
      Interconnection charges
         - to fellow subsidiaries                                                                   (277)            -
         - to other state-owned telecommunication operators                                         (524)        (357)
                                                                                            ------------- -------------
      Sub total                                                                                     (801)        (357)
                                                                                            ============= =============
      Rental income from properties leased to fellow subsidiaries                                       -            2
                                                                                            ============= =============
      Purchase of materials
         - from fellow subsidiaries                                                                 (433)        (528)
         - from related company                                                                     (101)        (670)
                                                                                            ------------- -------------
      Sub total                                                                                     (534)      (1,198)
                                                                                            ============= =============
      Receipt of engineering, project planning, design, construction and information
      technology services
         - from fellow subsidiaries                                                                   592          321
         - from related company                                                                        80          564
                                                                                            ------------- -------------
      Sub total                                                                                       672          885
                                                                                            ============= =============
      Ancillary telecommunications support services
         - from fellow subsidiaries                                                                 (100)        (207)
         - from related company                                                                      (11)        (232)
                                                                                            ------------- -------------
      Sub total                                                                                     (111)        (439)
                                                                                            ============= =============
      Payment of operating lease rentals of premises
         - to fellow subsidiaries                                                                   (292)          (7)
         - to related company                                                                           -          (5)
                                                                                            ------------- -------------
      Sub total                                                                                     (292)         (12)
                                                                                            ============= =============
      Common corporate services income received from ultimate holding company                          28            -
                                                                                            ============= =============
      Common corporate services expenses paid to ultimate holding company                           (117)            -
                                                                                            ============= =============
      Support services
         - from ultimate holding company                                                              (2)            -
         - from fellow subsidiaries                                                                 (290)        (187)
         - from related company                                                                       (1)        (149)
                                                                                            ------------- -------------
      Sub total                                                                                     (293)        (336)
                                                                                            ============= =============
      Rental income for lease of telecommunications facilities to other stated-owned                  613          519
      telecommunication operators
                                                                                            ============= =============
      Payment of operating lease rentals of telecommunications facilities to ultimate               (118)            -
      holding company
                                                                                            ============= =============
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      Payment for purchase of long-term telecommunications capacity to ultimate                      (91)            -
      holding company
                                                                                            ============= =============
      Payment for lease of long-term telecommunications capacity to ultimate holding                 (52)            -
      company
                                                                                            ============= =============

      Management fee received from ultimate holding company                                            55            -
                                                                                            ============= =============

      Notes:

      (i)   The Group entered into finance lease arrangement with a related
            party and details have been set out in Note 13 (b) (ii).

      (ii)  China Netcom Group, the Company's ultimate holding company, entered
            into an agreement (the "Sponsorship Agreement") with Beijing
            Organisation Committee ("BOCOG") which designated China Netcom
            Group as the exclusive fixed-line telecommunications services
            partner in the People's Republic of China ("PRC") to sponsor the
            2008 Beijing Olympic Games. China Netcom Group allocated the
            sponsorship fee to its members based on the estimated future
            benefits derived from the Sponsorship Agreement to respective
            members and the Company sponsor a portion of the required support
            under the Sponsorship Agreement through providing
            telecommunications goods and services to BOCOG amounting to RMB 480
            million. Accordingly, an intangible assets and a payable to the
            ultimate holding company of the said amount have been recognised on
            the Company's balance sheet.

      (iii) As at 30 June 2005, China Netcom Group granted corporate guarantee
            to the Group as set out in Note 13 (b) (i).

16    Significant subsequent events

      (a)   The Company has undertaken to The Stock Exchange of Hong Kong
            Limited to use its best efforts to release the guarantees granted
            by China Netcom Group, or failing such, to arrange for the
            settlement of the relevant loans, within six months from its
            listing on 17 November 2004. The balance of such loans amounted to
            RMB1,782 million as at 30 June 2005. After the balance sheet date,
            all the bank loans guaranteed by China Netcom Group have been
            repaid and the related bank guarantees have been released.

      (b)   On 12 September 2005, the Company entered into an agreement to
            acquire the entire equity interest in China Netcom Group New
            Horizon Communications Corporation (BVI) Limited from China Netcom
            Group, its ultimate holding company, for a total cash consideration
            of RMB 12.8 billion, subject to certain conditions. China Netcom
            Group New Horizon Communications Corporation (BVI) Limited
            currently operates the fixed line telecommunication businesses in
            four provinces/ autonomous regions, namely Shanxi Province, Jilin
            Province, Heilongjiang Province and Inner Mongolia Autonomous
            Region in the PRC. This proposed acquisition is subject to the
            approval of the Company's shareholders. Further details can be
            found in the Company's announcement issued on 12 September 2005.

Supplementary financial information

Restated consolidated income statement for the year ended 31 December 2004
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The restated consolidated income statement for the year ended 31 December 2004
due to the adoption of new accounting policies set out in note 3 to the interim
financial report is set out below.

                                                                                                For the year ended  31
                                                                                                         December 2004
                                                                                                 RMB million  Restated

Revenues                                                                                                        64,922
                                                                                                          ------------
Operating expenses
Depreciation and amortisation                                                                                 (18,754)
Networks, operations and support                                                                              (11,591)
Staff costs                                                                                                    (8,059)
Selling, general and administrative                                                                            (9,566)
Other operating expenses                                                                                       (1,534)
                                                                                                          ------------

                                      22

Operating profit before interest income and dividend income                                                     15,418
Interest income                                                                                                     76
Dividend income                                                                                                     17
                                                                                                          ------------
Profit from operations                                                                                          15,511
Finance costs                                                                                                  (2,932)
Share of loss of associated companies                                                                              (1)
                                                                                                          ------------
Profit before taxation                                                                                          12,578
Taxation                                                                                                       (3,348)
                                                                                                          ------------
Profit for the year                                                                                              9,230
                                                                                                         =============

Profit before taxation decreased by RMB18 million is a result of the
retrospective adoption of HKFRS 2 (note 3(a)).

INTERIM DIVIDEND

The board of directors of the Company has resolved that no interim dividend be
paid for the six months ended 30 June 2005.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY'S LISTED SECURITIES

During the six months ended 30 June 2005, neither the Company nor any of its
subsidiaries purchased, sold or redeemed any of the Company's listed
securities.

AUDIT COMMITTEE

The Audit Committee reviewed with management the accounting principles and
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practices adopted by the Company and discussed auditing, internal control and
financial report matters including the review of the unaudited interim
financial statements for the six months ended 30 June 2005.

COMPLIANCE WITH THE CODE PROVISIONS SET OUT IN THE CODE ON CORPORATE GOVERNANCE
PRACTICES

The Company has, since October 2004, established an audit committee, a
compensation committee, a strategic planning committee and a corporate
governance committee. In compliance with the relevant code provisions of the
Code on Corporate Governance Practices as set out in Appendix 14 to the Listing
Rules (the "Code on Corporate Governance Practices"), the board of directors of
the Company adopted written terms of reference in respect of each of the audit
committee, the compensation committee, the strategic planning committee and the
corporate governance committee on 1 February 2005.

At the time when the compensation committee was established, it comprised an
executive director, a non-executive director and an independent non-executive
director. In compliance with the relevant code provisions of the Code on
Corporate Governance Practices, Mr. Victor Cha Mou Zing and Mr. Hou Ziqiang,
two of the independent non-executive directors of the Company, were appointed
by the board of directors of the Company on 1 February 2005 as additional
members of the compensation committee.

Save as disclosed above and other than the requirements relating to the
preparation and content of a Corporate Governance Report (which will come into
effect in respect of the Company's annual report for the financial year ending
31 December 2005), the Company has complied with the code provisions of the
Code on Corporate Governance Practices throughout the six months ended 30 June
2005.

                                      23

Under the amended Corporate Governance Rules of New York Stock Exchange, Inc.
(the "NYSE"), foreign issuers (including China Netcom Group Corporation (Hong
Kong) Limited) listed on the NYSE are required to disclose a summary of the
significant differences between their domestic corporate governance rules and
NYSE corporate governance rules that would apply to a U.S. domestic issuer. A
summary of such differences will appear on our website at
http://www.china-netcom.com/english/inv/Corporate_Governance_Differences.htm.

COMPLIANCE WITH THE MODEL CODE

The Company has adopted the Model Code as set out in Appendix 10 to the Listing
Rules. All directors have confirmed, following enquiry by the Company, that
they have complied with the required standard set out in the Model Code
throughout the period from 1 January 2005 to 30 June 2005.

FORWARD-LOOKING STATEMENTS

Certain statements contained in this announcement may be viewed as
"forward-looking statements" within the meaning of Section 27A of the U.S.
Securities Act of 1933, as amended, and Section 21E of the U.S. Securities
Exchange Act of 1934, as amended. Such forward-looking statements involve known
and unknown risks, uncertainties and other factors, which may cause the actual
performance, financial condition or results of operations of the Company to be
materially different from any future performance, financial condition or
results of operations implied by such forward-looking statements. Further
information regarding these risks, uncertainties and other factors is included
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in the Company's most recent Annual Report on Form 20-F filed with the U.S.
Securities and Exchange Commission (the "SEC") and in the Company's other
filings with the SEC.

PUBLICATION OF INTERIM RESULTS ON THE WEBSITE OF THE STOCK EXCHANGE OF HONG
KONG LIMITED AND THE COMPANY

The 2005 Interim Report will be despatched to shareholders as well as made
available on The Stock Exchange of Hong Kong Limited's website at
http://www.hkex.com.hk and the Company's website at
http://www.china-netcom.com.

The 2005 interim financial information set out above does not constitute the
Group's statutory financial statements for the six months ended 30 June 2005
but is extracted from the financial statements for the six months ended 30 June
2005 to be included in the 2005 Interim Report.

As at the date of this announcement, the board of directors of the Company
comprises Mr. Zhang Chunjiang, Dr. Tian Suning, Mr. Zhang Xiaotie and Mr. Miao
Jianhua as executive directors, Mr. Jiang Weiping, Ms. Li Liming, Mr. Jose
Maria Alvarez-Pallete and Mr. Yan Yixun as non-executive directors, and Mr.
John Lawson Thornton, Mr. Victor Cha Mou Zing, Dr. Qian Yingyi, Mr. Hou Ziqiang
and Mr. Timpson Chung Shui Ming as independent non-executive directors.

(a) Beneficial Ownership Reporting Compliance

The Securities and Exchange Act of 1934 requires the Company�s directors, executive officers, controller and any persons owning
more than 10% of a class of the Company�s stock to file reports with the SEC regarding their ownership of the Company�s stock and
any changes in such ownership. Based upon our review of copies of these reports and certifications given to us by such persons,
we believe that the executive officers and directors of the Company have complied with their filing requirements for fiscal 2003,
except that the Company untimely filed two Forms 4 reporting eight transactions and one transaction on behalf of Messrs. Fites and
Zolnowski, respectively. All such Forms have been filed prior to the date of this Proxy Statement.

9
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STOCK PRICE PERFORMANCE GRAPH

The graph and table that follow compare cumulative total shareholder returns on our Common Stock against the cumulative total
return of the stocks of: (1) the S&P SmallCap 600 Market Index and (2) the companies currently in the Standard Industry
Classification Code 371 Index (motor vehicles and equipment) (the �SIC Code 371 Index�).

The comparisons assume that $100 was invested on September 30, 1998 in each of: our Common Stock, the S&P SmallCap 600
Market Index and the SIC Code 371 Index. The total return assumes reinvestment of dividends and is adjusted for the Company�s
two-for-one stock split effective on August 13, 2003. The fiscal 2003 return listed in the charts below is based on closing prices per
share on September 30, 2003. On that date, the closing price for our Common Stock was $39.61.

1998 1999 2000 2001 2002 2003

Oshkosh Truck Corporation $ 100.00 $ 161.92 $ 238.41 $ 224.77 $ 352.32 $ 497.40
S&P SmallCap 600 Market Index $ 100.00 $ 117.54 $ 145.95 $ 130.45 $ 128.12 $ 162.55
SIC Code 371 Index $ 100.00 $ 121.70 $ 118.32 $ 82.59 $ 83.71 $ 103.15

10
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EXECUTIVE COMPENSATION

Summary Compensation Table

The following table shows the compensation of the Chief Executive Officer and the other four most highly compensated executive
officers of the Company serving as executive officers at September 30, 2003 (collectively, the �Named Officers�), for fiscal 2003,
2002 and 2001.

SUMMARY COMPENSATION TABLE

Annual Compensation

Long-Term

Compensation

Awards

Name and Principal Position Year

Salary

($)

Bonus

($)

Restricted

Stock

Awards
($)(2)

Stock
Options

(#)(1) All Other
Compensation

($)(3)

Robert G. Bohn

Chairman, President and

Chief Executive Officer

2003

2002

2001

780,000

710,000

650,000

1,170,000

1,065,000

246,285

�  

3,961,000

�  

180,000

200,000

200,000

2,750

2,750

2,550

Charles L. Szews

Executive Vice President

and Chief Financial Officer

2003

2002

2001

380,730

343,000

317,000

418,803

308,700

91,708

1,584,400

�  

55,000

60,000

50,000

2,750

2,750

2,550

Daniel J. Lanzdorf

Executive Vice President

and President, McNeilus

Companies, Inc.

2003

2002

2001

284,620

266,000

255,000

192,119

239,400

13,821

�  

�  

22,500

25,000

30,000

2,288

2,085

1,988

Bryan J. Blankfield (4)

Executive Vice President,

2003

2002

270,000

73,846

243,000

71,021

�  

�  

22,500

30,000

11,671

79,484
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General Counsel and

Secretary

Matthew J. Zolnowski

Executive Vice President,

Chief Administration Officer

2003

2002

2001

264,870

243,000

231,000

238,383

218,700

66,828

�  

�  

�  

22,500

25,000

30,000

2,750

2,750

2,585

(1) As adjusted for the Company�s two-for-one stock split effective on August 13, 2003.

(2) As of September 30, 2003, Mr. Bohn held 100,000 shares of restricted Common Stock and Mr. Szews held 40,000 shares of
restricted Common Stock (as adjusted for the Company�s two-for-one stock split effected on August 13, 2003), with market values
of $3,961,000 and $1,584,400, respectively, based on the closing price of the Common Stock on that date. The shares of restricted
Common Stock vest after a six-year retention period. Mr. Bohn and Mr. Szews are entitled to receive all dividends on such shares
of restricted Common Stock during that time period.

(3) For all Named Officers, the amounts reflected for 2003 consist of Company matching contributions under the Oshkosh Truck
Corporation and Affiliates Tax Deferred Investment Plan, which is a savings plan under Section 401(k) of the Internal Revenue
Code. See footnote (4) below for additional disclosure with respect to Mr. Blankfield.

(4) Mr. Blankfield commenced his employment with the Company on June 3, 2002. The $11,671 of All Other Compensation for
fiscal year 2003 consists of $7,366 of reimbursements by the Company for relocation expenses incurred by Mr. Blankfield and
$4,305 in matching contributions under the Oshkosh Truck Corporation and Affiliates Tax Deferred Investment Plan. The $79,484
of All Other Compensation for fiscal year 2002 consists of $78,289 of reimbursements by the Company for relocation expenses
incurred by Mr. Blankfield and $1,195 in matching contributions under the Oshkosh Truck Corporation and Affiliates Tax Deferred
Investment Plan.

11
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Stock Options

The Company has in effect the Oshkosh Truck Corporation 1990 Incentive Stock Plan, as amended (the �1990 Plan�). The following
table shows information about stock options granted under the 1990 Plan to the Named Officers in fiscal 2003.

Option Grants in 2003 Fiscal Year

Individual Grants

Potential Realizable
Value at Assumed Annual

Rates of Stock Price
Appreciation for Ten-Year

Grant Term (2)

Name

Options
Granted

(#)(1)

Percent of
Total Options

Granted to
Employees in

Fiscal Year

Exercise
or Base

Price
($/Share)

Expiration
Date

At 5%
Annual
Growth
Rate ($)

At 10%
Annual
Growth

Rate ($)

Robert G. Bohn 180,000 39.78% 39.50 10/15/2013 4,471,441 11,331,509
Charles L. Szews 55,000 12.15% 39.50 10/15/2013 1,366,274 3,462,405
Daniel J. Lanzdorf 22,500 4.97% 39.50 10/15/2013 558,930 1,416,439
Bryan J. Blankfield 22,500 4.97% 39.50 10/15/2013 558,930 1,416,439
Matthew J. Zolnowski 22,500 4.97% 39.50 10/15/2013 558,930 1,416,439

(1) The options reflected in the table (which are non-qualified options for purposes of the Internal Revenue Code) vest annually in
one-third increments over the three-year period from the date of grant. The numbers of options listed above have been adjusted for
the Company�s two-for-one stock split effected on August 13, 2003.

(2) This presentation is intended to disclose the potential value that would accrue to the optionee if the option were exercised the
day before it would expire and if the per share value had appreciated at the compounded annual rate indicated in each column. The
assumed rates of appreciation of 5% and 10% are prescribed by the rules of the Securities and Exchange Commission regarding
disclosure of executive compensation. The assumed annual rates of appreciation are not intended to forecast possible future
appreciation, if any, with respect to the price of our Common Stock.

The following table sets forth information about exercises of stock options by Named Officers in fiscal 2003 and the number and
value of unexercised stock options they held as of September 30, 2003.

Option Exercises in Last Fiscal Year

and Fiscal Year-End Option Values
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Shares
Acquired

on
Exercise

(#)(2)

Value
Realized

($)

Number of Unexercised
Options at Fiscal Year-End

(#)(2)

Value of Unexercised
Options at Fiscal Year-End

($)(1)(2)

Name Exercisable Unexercisable Exercisable Unexercisable

Robert G. Bohn 397,498 7,184,297 200,002 380,000 3,555,541 2,720,803
Charles L. Szews 63,000 1,719,853 221,333 111,667 5,520,198 749,507
Daniel J. Lanzdorf �  �  139,333 49,167 3,425,432 373,528
Bryan J. Blankfield �  �  10,000 42,500 102,633 207,742
Matthew J. Zolnowski 36,000 1,061,031 237,333 49,167 6,843,212 373,528

(1) The dollar values are calculated by determining the difference between the fair market value of the underlying Common Stock
and the exercise price of the options at fiscal year-end.

(2) The numbers of shares and options listed above have been adjusted for the Company�s two-for-one stock split effected on
August 13, 2003.
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Pension Plans

The following tables show at different levels of compensation and years of credited service the estimated annual benefits payable
as a straight life annuity, assuming retirement at age 65, to (1) Mr. Bohn under the Oshkosh Truck Corporation Retirement Plan
(the �Pension Plan�) and the supplemental retirement benefit provision contained in Mr. Bohn�s employment agreement with the
Company (the �Supplemental Retirement Benefit�) and (2) each of the Named Officers other than Mr. Bohn pursuant to the Pension
Plan and the Oshkosh Truck Supplemental Executive Retirement Plan (the �Executive Retirement Plan�):

Pension Plan Table for Mr. Bohn

Average Annual Compensation
in 3 Consecutive Calendar
Years Completed Before

Retirement

Years of Service

5 10 15 20+

$   800,000 $ 100,000 $ 200,000 $ 300,000 $ 400,000
  1,000,000 125,000 250,000 375,000 500,000
  1,200,000 150,000 300,000 450,000 600,000
  1,400,000 175,000 350,000 525,000 700,000
  1,600,000 200,000 400,000 600,000 800,000
  1,800,000 225,000 450,000 675,000 900,000
  2,000,000 250,000 500,000 750,000 1,000,000
  2,200,000 275,000 550,000 825,000 1,100,000
  2,400,000 300,000 600,000 900,000 1,200,000

Pension Plan Table for Other Named Officers
Average Annual Base Salary

Compensation in 3 Consecutive
Calendar Years Completed

Before Retirement

Years of Service

5 10 15 20+

$   200,000 $ 20,000 $ 40,000 $ 60,000 $ 80,000
     250,000 25,000 50,000 75,000 100,000
     300,000 30,000 60,000 90,000 120,000
     350,000 35,000 70,000 105,000 140,000
     400,000 40,000 80,000 120,000 160,000
     450,000 45,000 90,000 135,000 180,000
     500,000 50,000 100,000 150,000 200,000

Under the Pension Plan, a salaried employee is entitled to receive upon retirement at age 65 a monthly benefit equal to 50% of
average monthly compensation less 45% of the primary social security benefit payable at age 65, reduced by 1/30th for each
benefit accrual year of service less than 30, or certain actuarially equivalent benefits. Average monthly compensation is based on
the average of the five highest consecutive years of earnings (excluding bonuses and subject to a maximum amount of
compensation as established pursuant to IRS regulations) prior to the participant�s normal retirement age or other date of
termination. One thousand hours constitute a year of service. As of March 1, 1994, IRS regulations lowered the maximum amount
of compensation allowed to be included in benefit calculations from $235,840 to $150,000. This amount was increased to $160,000
as of March 1, 1997, $170,000 as of January 1, 2000, and $200,000 as of January 1, 2002. Accrued benefits calculated as of
February 28, 1994 at the higher limit have been grandfathered. An employee who has reached the age of 55 with a minimum of 5
years of service may retire and begin to receive the actuarial equivalent of his or her pension benefits. The spouse of an employee
who would have been eligible for early retirement at death, and married at least one year, is entitled to a monthly benefit equivalent
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participant as of the participant�s normal retirement age. Compensation covered by the Pension Plan for the Named Officers
generally corresponds with the base salary for each such individual, subject to the annual maximum.

Under the Supplemental Retirement Benefit, Mr. Bohn is entitled to receive upon retirement a monthly benefit equal to 30% of Mr.
Bohn�s average monthly compensation at age 55 increasing to 50% of average monthly compensation at age 59, reduced by the
amount of any pension payable by the Company under the Pension Plan and subject to adjustment to the extent Mr. Bohn has not
completed 20 years of employment after April 30, 1992 (the �Supplemental Retirement Benefit Amount�). Average monthly
compensation is based on the average of Mr. Bohn�s compensation for the three most recent years prior to Mr. Bohn�s retirement or
other termination. Mr. Bohn�s spouse is entitled to receive 50% of the Supplemental Retirement Benefit Amount that would have
been payable to Mr. Bohn in the event of Mr. Bohn�s death. In addition, under an amendment to his employment agreement in
2000, if there were to occur a �Change in Control� of the Company, as defined in his executive severance agreement, the Company
will pay to Mr. Bohn in a single distribution the then present value of his accrued and vested Supplemental Retirement Benefit.
Compensation covered by the Supplemental Retirement Benefit for Mr. Bohn generally corresponds with the base salary and
earned bonus compensation for Mr. Bohn.

Under the Executive Retirement Plan, certain officers of the Company, including the Named Officers other than Mr. Bohn, are
entitled to receive upon retirement a monthly benefit equal to 24% of their average monthly compensation (base pay only) at age
55 increasing to 40% of average monthly compensation (base pay only) at age 62, prorated if the executive has less than 20 years
of service at retirement. This amount is reduced by the amount of any pension payable by the Company under the Pension Plan,
the annuity value of the executive�s 401(k) plan match and 50% of the executive�s social security benefit. Average monthly
compensation is based on the average of the executive�s compensation for the highest three consecutive years prior to retirement
or termination. The executive�s spouse is entitled to receive 50% of the Executive Retirement Plan benefit that would have been
payable in the event of the executive�s death. Compensation covered by the Executive Retirement Plan generally corresponds with
base salary only.

As of September 30, 2003, years of benefit service under the Pension Plan, the Supplemental Retirement Benefit and the
Executive Retirement Plan, as the case may be, were 11.5 years for Mr. Bohn, 7.5 years for Mr. Szews, 28.9 years for Mr.
Lanzdorf, 1.5 years for Mr. Blankfield and 11.8 years for Mr. Zolnowski.

Executive Employment and Severance Agreements and Other Agreements

Except as described below, the Company does not have employment agreements with the Named Officers.

The Company entered into an employment agreement with Mr. Bohn on October 15, 1998. Under this agreement, the Company
agreed to employ Mr. Bohn as President and Chief Executive Officer of the Company until September 30, 2001, the end of the
original term. The term of employment is renewed automatically for successive one-year periods each September 30, unless either
party gives notice of non-renewal at least two years prior to the end of the then current term, which is currently September 30,
2006. Mr. Bohn receives an annual base salary of not less than $500,000. Mr. Bohn also is entitled to participate in the bonus plan
for senior management personnel of the Company and in stock-based compensation programs in effect for other senior executives
of the Company. In addition, Mr. Bohn is entitled to a supplemental retirement benefit intended to compensate him upon retirement
as more fully described above under �Pension Plans.� If Mr. Bohn�s employment with the Company is terminated during the term of
the employment agreement by the Company without cause, or by Mr. Bohn for good reason, then the Company is obligated to
continue to pay his salary and fringe benefits for the remainder of the term as provided in the agreement.
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McNeilus Companies, Inc. entered into an employment agreement with Mr. Lanzdorf on April 24, 1998. Under this agreement, the
Company agreed to employ Mr. Lanzdorf as President of McNeilus Companies, Inc. until September 30, 1998. The term of this
agreement has been extended automatically until September 30, 2004. The term of employment is renewed automatically for
successive one-year periods after September 30, 2004, unless either party gives notice of non-renewal at least 45 days prior to the
end of the then current term. Mr. Lanzdorf receives an annual base salary of not less than $200,000. Mr. Lanzdorf also is entitled to
participate in the bonus plan for senior management personnel of the Company and in stock-based compensation programs in
effect for other senior executives of the Company. If Mr. Lanzdorf�s employment is terminated during the term of the employment
agreement without cause, or by Mr. Lanzdorf for good reason, then McNeilus Companies, Inc. is obligated to continue to pay his
salary and fringe benefits for the remainder of the term as provided in the agreement.

The Company has executive severance agreements with Messrs. Bohn, Szews, Lanzdorf, Blankfield and Zolnowski that are
designed to provide each of them with reasonable compensation if any of their employment is terminated in certain defined
circumstances, primarily following a change of control of the Company. The Human Resources Committee administers the
severance agreements and selects the executive officers of the Company for eligibility for these agreements.

Under the executive severance agreements, after a change in control of the Company (as defined in the agreements), if the
executive�s employment is terminated by the Company other than by reason of death, disability or for cause (as defined in the
agreements) or by the executive for good reason (as defined in the agreements), then the executive is entitled to a cash
termination payment and other benefits. The termination payment will be equal to the sum of the executive�s annual salary in effect
at the change of control (or any subsequent higher salary) plus the highest annual bonus award paid during the three years before
the change of control, multiplied by the number of years remaining in the employment period (up to three but not less than one).
The executive also is entitled to additional pension benefits equal to the difference between the amount he would actually be
entitled to receive on retirement and the amount to which he would have been entitled to receive had he continued to work until the
earlier of age 65 or the number of years remaining in the employment period (up to three). In addition, the agreements provide for
outplacement services and continuation for up to three years of life and disability insurance, hospitalization, medical and dental
coverage and other welfare benefits as in effect at the termination. The agreements provide that if the payments under the
agreement are an �excess parachute payment� for purposes of the Internal Revenue Code, then the Company will pay the executive
the amount necessary to offset the 20% excise tax imposed by the Internal Revenue Code and any additional taxes on this
payment.

In connection with their retirement as employees of the Company effective February 11, 1994, the Company entered into special
retirement arrangements with Stephen P. Mosling and J. Peter Mosling, Jr., who continue to serve as Directors of the Company.
Those arrangements include (i) supplemental retirement payments after age 55 in an amount equal to $25,000 per calendar year;
and (ii) entitlement, at the Company�s expense and until age 65, to the standard medical and life insurance coverage that the
Company offers to salaried employees.

Report of the Human Resources Committee

The Board of Directors and its Human Resources Committee (�HR Committee�) have responsibility for executive officer
compensation. The objectives of the Board and the HR Committee are to structure this compensation so as to align the interests of
the executives and our shareholders, through the use of stock-based and other performance-based compensation plans, in order to
generate profitable growth and increase shareholder value. In further support of these objectives, the HR Committee links
compensation to the achievement of goals and objectives for each executive that
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are established annually by the HR Committee. At the same time, the HR Committee endeavors to provide executive compensation
that will continue to enable us to attract, retain and motivate high-quality executives.

The HR Committee, which is made up entirely of non-management directors, oversees the compensation practices of the
Company. It reviews and recommends the compensation of Mr. Bohn, as Chairman, President and Chief Executive Officer to the
Board, subject to the approval of the other non-management directors of the Board. The HR Committee reviews and approves the
compensation of the other executive officers of the Company. In fiscal 2003, the Board did not modify or reject in any material way
the recommendations of the HR Committee.

The practice of the Company with respect to executive officer compensation is to place a significant part of total compensation at
risk and related to the financial performance of the Company. For fiscal 2003, the risk component of executive officer compensation
was based upon earnings performance and a comparative return on invested capital performance. For the Named Officers other
than Messrs. Bohn, Szews and Lanzdorf, a target bonus of 45% of base salary was set at achievement of pre-established target
levels of earnings per share and relative performance of return on invested capital against a comparator group. Bonuses could
have been increased up to a maximum of 90% of base salary upon achievement of material increases over those target levels.
Bonuses also could have been reduced to a threshold of 22.5% of base salary in the event that earnings per share and return on
invested capital did not meet those target levels, but did meet pre-established minimum levels for the year. For Mr. Bohn, the
respective percentages of base salary for target, minimum and maximum bonus potential at those respective levels of Company
performance were 75%, 37.5% and 150%. For Mr. Szews, the respective percentage of base salary for target, minimum and
maximum bonus potential at those respective levels of Company performance were 55%, 27.5% and 110%. For Mr. Lanzdorf, the
respective percentages were as for the Named Officers other than Mr. Bohn and Mr. Szews, but there also were pre-established
target levels of operating earnings of the Company�s U.S. Commercial business.

The Company measures the competitiveness of its executive officer compensation against industrial companies of a similar
revenue size. For assistance in its oversight of executive officer compensation, the HR Committee reviews surveys of executive
compensation databases and periodically retains the services of independent consultation services. To gauge competitive
practices, the HR Committee has sought the advice of Towers Perrin, an executive compensation consulting firm, in each of the
past five years.

The most important components of executive officer compensation at the Company are base salary, performance based annual
incentives and long-term incentives, which include stock options.

Base Salary

The HR Committee has established executive base salaries within the competitive range of salaries paid to other companies�
executives with similar management responsibilities based on the survey data referred to above. To determine individual annual
base salary levels, the HR Committee reviews each executive�s performance and accomplishments during the prior year as well as
experience and service with the Company. The HR Committee also takes into account overall Company performance and
profitability and, where applicable, the performance of that part of the business of the Company for which an executive officer is
responsible. In 2003, base salaries for executive officers, as a group, were at or near the median of competitive salaries.

Annual Incentive Awards
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budget for the next fiscal year is established. For fiscal 2003, the performance measures that were established for executive
officers other than Mr. Lanzdorf were an earnings per share goal and a return on invested capital goal (each weighted 50%). For
Mr. Lanzdorf, the performance measures were the same earnings per share (weighted 25%) and return on invested capital
(weighted 50%) goals as for the other Named Officers, plus a business unit operating income goal (weighted 25%) for the
Company�s U.S. Commercial business.

Each executive officer is assigned threshold, target and maximum bonus award opportunities. The HR Committee believes that
these opportunities are competitive with respect to industrial companies of similar revenue size. In fiscal 2003, the Company
exceeded its earnings per share and return on invested capital maximums. As such, maximum bonuses were granted and paid.

Long-Term Incentive Compensation

The Company uses two kinds of long-term performance-based incentives: stock options and, occasionally, restricted stock awards.
These are provided under the Company�s 1990 Incentive Stock Plan. The objectives of this Plan are to encourage the long-term
growth and performance of the Company and to encourage and facilitate ownership of Company stock by those highly
compensated employees from whom a personal commitment to long-term shareholders is most important.

The HR Committee grants stock options to executive officers after consideration of levels of grants for similar officers in industrial
companies of a comparable revenue size and as reported in studies by independent compensation consultants. Individual grants
are based upon the executive�s position, level of responsibility, past contributions to the success of the Company, and the potential
of each executive to contribute to the future success of the Company.

2003 Chief Executive Officer Compensation

The HR Committee reviewed and recommended the compensation of Mr. Bohn, Chairman, President and Chief Executive Officer
of the Company, for approval of the directors of the Company other than Mr. Bohn, all of whom are non-management directors. As
discussed in the Base Salary section above, the salaries for executive officers are set within competitive ranges paid by other
industrial companies. In setting Mr. Bohn�s base salary for fiscal 2003, the HR Committee considered the competitive data available
for similarly situated chief executive officers; the minimum base salary under Mr. Bohn�s employment agreement with the Company;
the Company�s success in meeting its 2003 earnings objectives; and Mr. Bohn�s specific contributions to the success and increased
value of the Company. The base salary level established for Mr. Bohn in fiscal 2003 was positioned within the median of salaries
paid to chief executive officers in companies with similar revenues in the executive compensation database used by the Company.

As discussed in the Annual Incentive Awards section above, cash bonuses are based, and paid, on successful achievement of
performance measures established annually by the HR Committee. During fiscal 2003, these measures were an earnings per
share goal and a return on invested capital goal. Each of the two goals is weighed equally. Mr. Bohn exceeded the maximum goal
for both earnings per share and return on invested capital. Accordingly, Mr. Bohn was awarded a bonus of $1,170,000 for fiscal
2003.
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Based upon a review of his responsibilities, contributions to the success of the Company, expected contributions to the future
success of the Company, as well as an analysis of the total compensation structures for chief executive officers of other industrial
companies, on September 15, 2003, the HR Committee awarded Mr. Bohn 180,000 stock options at an exercise price of $39.50
per share.

17

Edgar Filing: China Netcom Group CORP (Hong Kong) LTD - Form 6-K

Table of Contents 45



Table of Contents

Code Section 162(m)

Section 162(m) of the Internal Revenue Code limits the Company�s income tax deduction for compensation paid in any taxable year
to certain executive officers to $1,000,000, subject to several exceptions. It is the policy of the HR Committee that the Company
should use its best efforts to cause any compensation paid to executives in excess of such dollar limit to qualify for such exceptions
and, therefore, to continue to be deductible by the Company. In particular, the 1990 Incentive Stock Plan, as amended in 2001, was
designed to permit awards made under it to qualify for the Code�s exception for �performance-based compensation.� The HR
Committee considered the tax deductibility of executive compensation as one factor to be considered in the context of its overall
compensation objectives.

Conclusion

The HR Committee believes the executive compensation program provides compensation for executive officers that is competitive
with that offered by corporations with which the Company competes for retention of executive excellence. Further, the HR
Committee believes its use of stock-based incentives aligns the interests of executive management with the interests of
shareholders and that these incentives will motivate executives for the longer term challenges with which the Company is faced.

HUMAN RESOURCES COMMITTEE

Kathleen J. Hempel, Chair

Donald V. Fites

Frederick M. Franks, Jr.

PROPOSALS REQUIRING YOUR VOTE

Proposal 1

Election of Class A Common Stock Directors

The Board has nominated seven people for election as directors by Class A Common Stock shareholders at the Annual Meeting.
Each of the nominees currently is a director of the Company and was elected at the 2003 Annual Meeting. If the Class A Common
Stock shareholders re-elect them, then they will hold office until the next annual meeting, or until their successors have been
elected and qualified.
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The nominees are: J. William Andersen, Robert G. Bohn, Frederick M. Franks, Jr., Michael W. Grebe, Kathleen J. Hempel, J. Peter
Mosling, Jr. and Stephen P. Mosling. Their biographical information is set forth on pages 4 and 5 of this Proxy Statement.

The Board of Directors recommends a vote FOR the nominees for director listed above.

Election of Common Stock Directors

The Board has nominated three people for election as directors by Common Stock shareholders at the Annual Meeting. Each of the
nominees currently is a director of the Company and was elected at the 2003 Annual Meeting. If the Common Stock shareholders
re-elect them, then they will hold office until the next Annual Meeting, or until their successors have been elected and qualified.

The nominees are: Richard M. Donnelly, Donald V. Fites and Richard G. Sim. Their biographical information is set forth on pages 4
and 5 of this Proxy Statement.

The Board of Directors recommends a vote FOR the nominees for director listed above.
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Proposal 2

Approval of the 2004 Incentive Stock and Awards Plan.

Summary of Proposal

General. The Board of Directors is seeking approval from the holders of Class A Common Stock of the Oshkosh Truck Corporation
2004 Incentive Stock and Awards Plan (the �2004 Plan�), including the authority to issue 2.2 million shares of the Company�s
Common Stock under the 2004 Plan, as such number may be adjusted. The two complementary purposes of the 2004 Plan are to
attract and retain outstanding individuals to serve as officers, directors, employees and consultants of the Company and to increase
shareholder value. The Board wishes to continue to provide participants incentives to increase shareholder value by offering them
the opportunity to acquire shares of the Company�s Common Stock, receive monetary payments based on the value of the
Company�s Common Stock or receive other incentive compensation.

The Company has in effect the Oshkosh Truck Corporation 1990 Incentive Stock Plan, as amended (the �1990 Plan�), which was
originally effective April 9, 1990 and was last amended on February 5, 2001. There are currently only 8,650 shares of Common
Stock available for additional option grants under the 1990 Plan. Upon approval of the 2004 Plan, the 1990 Plan will terminate, no
new awards will be granted under the 1990 Plan, and the 8,650 shares of Common Stock available under the 1990 Plan will
instead be available under the 2004 Plan. All awards granted under the 1990 Plan and still outstanding as of the date of the
approval of the 2004 Plan will remain outstanding and will continue to be subject to all the terms and conditions of the 1990 Plan.
As of December 10, 2003, there were 2,625,754 shares of Common Stock subject to outstanding options under the 1990 Plan. The
Restated Articles of Incorporation of the Company authorize the issuance of 1,000,000 shares of Class A Common Stock and
60,000,000 shares of Common Stock. There were 815,290 shares of Class A Common Stock and 34,177,472 shares of Common
Stock issued and outstanding as of December 10, 2003, and the market value of one share of Common Stock as of that date was
$47.20.

The following is a summary of the material provisions of the 2004 Plan, a copy of which is attached hereto as Attachment B and is
incorporated by reference. This summary is qualified in its entirety by reference to the full and complete text of the 2004 Plan. Any
inconsistencies between this summary and the text of the 2004 Plan shall be governed by the text of the 2004 Plan.

Administration and Eligibility. The 2004 Plan will be administered by the HR Committee, which will have the authority to interpret
the provisions of the 2004 Plan; make, change and rescind rules and regulations relating to the 2004 Plan; and make changes to or
reconcile any inconsistency in any award or agreement covering an award. The HR Committee may designate any of the following
as a participant under the 2004 Plan: any officer or other employee of the Company or its affiliates or individuals engaged to
become an officer or employee, consultants who provide services to the Company or its affiliates and non-employee directors of
the Company. The selection of participants will be based upon the HR Committee�s opinion that the participant is in a position to
contribute materially to the Company�s continued growth and development and to its long-term financial success. The Company
currently has nine non-employee directors.

Types of Awards. Awards under the 2004 Plan may consist of stock options, stock appreciation rights, performance shares,
performance units, restricted stock or incentive awards. If the 2004 Plan is approved, then the HR Committee may grant any type of
Award to any participant it selects, but only employees of the Company or its subsidiaries may receive grants of incentive stock
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granted under another plan of the Company or any affiliate).
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Shares Reserved under the 2004 Plan. The 2004 Plan provides that 2.2 million shares of Common Stock are reserved for issuance
under the 2004 Plan, subject to adjustment as described below. The number of shares reserved for issuance will be reduced only
by the number of shares delivered in payment or settlement of awards.

In general, if an award granted under the 2004 Plan expires, is canceled or terminates unexercised as to any shares, if shares are
forfeited under an award, if shares are issued under any award and the Company reacquires them pursuant to rights the Company
reserved upon the issuance of the shares or if previously owned shares are delivered to the Company in payment of the exercise
price of an award, then such shares will again be available for issuance under the 2004 Plan.

Upon approval of the 2004 Plan, the 8,650 shares of common stock available under the 1990 Plan will instead be available under
the 2004 Plan. In addition, Common Stock subject to awards granted under the 1990 Plan that would again have become available
for new grants under the terms of the 1990 Plan if the 1990 Plan was still in effect will become available for grants of awards under
the 2004 Plan. Any such shares of Common Stock will not be available for future awards under the terms of the 1990 Plan.

No participant may be granted awards under the 2004 Plan that could result in such participant:

� receiving options for, and/or stock appreciation rights with respect to, more than 1,750,000 shares of Common Stock
during any period of five consecutive fiscal years of the Company;

� receiving awards of restricted stock relating to more than 500,000 shares of Common Stock during any period of five
consecutive fiscal years of the Company;

� receiving awards of performance shares, and/or awards of performance units the value of which is based on the fair
market value of Common Stock, for more than 200,000 shares of Common Stock during any period of two consecutive
fiscal years of the Company, or for more than 300,000 shares of Common Stock during any period of three consecutive
fiscal years of the Company;

� receiving an annual incentive award in respect of any single fiscal year of the Company of more than $4,000,000; or

� receiving a long-term incentive award, and/or awards of performance units the value of which is not based on the fair
market value of shares of Common Stock, of more than $8,000,000 in respect of any period of two fiscal years of the
Company, or of more than $12,000,000 in respect of any period of three fiscal years of the Company.

Each of these limitations is subject to adjustment as described below.

Options. If the 2004 Plan is approved, then the HR Committee will have the authority to grant stock options and to determine all
terms and conditions of each stock option. Stock options will be granted to participants at such time as the HR Committee will
determine. The HR Committee will also determine the number of options granted and whether an option is to be an incentive stock
option or non-qualified stock option. The HR Committee will fix the option price per share of Common Stock, which may not be less
than the fair market value of the Common Stock on the date of grant. The HR Committee will determine the expiration date of each
option but, in the case of an incentive stock option, the expiration date will not be later than 10 years after the grant date, and in the
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case of a non-qualified stock option, the expiration date will not be later than 10 years and 1 month after the date of grant. Options
will be exercisable at such times and be subject to such restrictions and conditions as the HR Committee deems necessary or
advisable. The stock option exercise price is payable in full upon exercise in cash or its equivalent, by tendering shares of
previously acquired Common Stock having a fair market value at the time of exercise equal to the exercise price, or by a
combination of the two.
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Stock Appreciation Rights. If the 2004 Plan is approved, then the HR Committee will have the authority to grant stock appreciation
rights or SARs. A stock appreciation right, or SAR, is the right of a participant to receive cash in an amount, and/or Common Stock
with a fair market value, equal to the appreciation of the fair market value of a share of Common Stock during a specified period of
time. The 2004 Plan provides that the HR Committee will determine all terms and conditions of each stock appreciation right
including (i) whether the SAR is granted independently of a stock option or relates to a stock option; (ii) the number of shares of
Common Stock to which the SAR relates; (iii) a grant price that shall not be less than the fair market value of the Common Stock
subject to the SAR on the date of grant; (iv) the terms and conditions of exercise or maturity; (v) a term that must be no later than
10 years and 1 month after the date of grant; and (vi) whether the SAR will settle in cash, Common Stock or a combination of the
two.

Performance and Stock Awards. If the 2004 Plan is approved, then the HR Committee will have the authority to grant awards of
restricted stock, performance shares or performance units. Restricted stock means shares of Common Stock that are subject to a
risk of forfeiture and/or restrictions on transfer, which may lapse upon the achievement or partial achievement of corporate,
subsidiary or business unit performance goals established by the HR Committee and/or upon the completion of a period of service.
Performance shares means the right to receive shares of Common Stock to the extent corporate, subsidiary or business unit
performance goals established by the HR Committee are achieved. Performance units means the right to receive cash and/or
shares of Common Stock valued in relation to a unit that has a designated dollar value or the value of which is equal to the fair
market value of one or more shares of Common Stock, to the extent corporate, subsidiary or business unit performance goals
established by the HR Committee are achieved.

The HR Committee will determine all terms and conditions of the awards including (i) the number of shares of Common Stock
and/or units to which such award relates; (ii) whether performance goals need to be achieved for the participant to realize any
portion of the benefit provided under the award; (iii) whether the restrictions imposed on restricted stock are accelerated, and any
portion of the performance goals subject to an award will be deemed achieved, upon a participant�s death, disability or retirement;
(iv) with respect to performance units, whether to measure the value of each unit in relation to a designated dollar value or the fair
market value of one or more shares of Common Stock; and (v) with respect to performance units, whether the awards will settle in
cash, in shares of Common Stock , or in a combination of the two.

For purposes of the 2004 Plan, performance goals mean any goals the HR Committee establishes that relate to one or more of the
following with respect to the Company or any one or more subsidiaries, affiliates or other business units: net sales; cost of sales;
gross income; operating income; earnings before interest and taxes; earnings before interest, taxes, depreciation and amortization;
income from continuing operations; net income; basic earnings per share; diluted earnings per share; cash flow; net cash provided
by operating activities; net cash provided by operating activities less net cash used in investing activities; ratio of debt to debt plus
equity; return on shareholder equity; return on invested capital; return on average total capital employed; return on net assets
employed before interest and taxes; operating working capital; average accounts receivable (calculated by taking the average of
accounts receivable at the end of each month); average inventories (calculated by taking the average of inventories at the end of
each month); and economic value added. In the case of awards that the HR Committee determines will not be considered
�performance-based compensation� under Internal Revenue Code Section 162(m), the Committee may establish other performance
goals not listed in the 2004 Plan.

Incentive Awards. If the 2004 Plan is approved, then the HR Committee will have the authority to grant annual and long-term
incentive awards. An incentive award is the right to receive a cash payment to the extent performance goals are achieved. The HR
Committee will determine all terms and
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conditions of an annual or long-term incentive award, including the performance goals, performance period, the potential amount
payable and the timing of payment. The HR Committee must require that payment of all or any portion of the amount subject to the
incentive award is contingent on the achievement or partial achievement of one or more performance goals during the period the
HR Committee specifies. The HR Committee may deem that performance goals subject to an award are achieved upon a
participant�s death, disability or retirement. The performance period for an annual incentive award must relate to a period of at least
one fiscal year of the Company, and the performance period for a long-term incentive award must relate to a period of more than
one fiscal year of the Company, except in each case that, if the award is made at the time of commencement of employment with
the Company or on the occasion of a promotion, then the award may relate to a shorter period.

Transferability. Awards are not transferable other than by will or the laws of descent and distribution, unless the HR Committee
allows a participant to designate in writing a beneficiary to exercise the award after the participant�s death or to transfer an award.

Adjustments. If the HR Committee determines that a certain corporate transaction (which could include among other things a
dividend or other distribution, recapitalization, stock split, reorganization, merger, repurchase, exchange of shares of Common
Stock, issuance of warrants or other rights to purchase shares of Common Stock or other securities of the Company, or other
similar corporate transactions) affects the shares of Common Stock such that an adjustment is appropriate to prevent dilution or
enlargement of the benefits intended to be made available under the 2004 Plan, then the HR Committee may adjust (i) the number
and type of shares of Common Stock subject to the 2004 Plan and which may, after the event, be made the subject of awards; (ii)
the number and type of shares of Common Stock subject to outstanding awards; and (iii) the grant, purchase or exercise price with
respect to any award.

In any such case, the HR Committee may also provide for a cash payment to the holder of an outstanding award in exchange for
the cancellation of all or a portion of the award. However, if the transaction or event constitutes a Change of Control (as defined in
the 2004 Plan), then the payment must be at least as favorable to the holder as the greatest amount the holder could have received
for such award under the Change of Control provisions of the 2004 Plan.

The HR Committee may, in connection with any merger, consolidation, acquisition of property or stock, or reorganization, and
without affecting the number of shares of Common Stock otherwise reserved or available under the 2004 Plan, authorize the
issuance or assumption of awards upon terms it deems appropriate.

Change of Control. Except to the extent the HR Committee provides a result more favorable to holders of awards, in the event of a
Change of Control:

� each holder of a stock option or stock appreciation right shall have the right (i) at any time after the Change of Control to
exercise the stock option or stock appreciation right in full whether or not it was exercisable before the Change of Control;
and (ii) by sending the Company written notice within 60 days after the Change of Control, to receive for the stock option
or stock appreciation right cash equal to the excess of the Change of Control Price (as defined in the 2004 Plan) of the
shares of Common Stock covered by the stock option or stock appreciation right over the purchase or grant price of such
shares of Common Stock under the award;

� restricted stock that is not vested before a Change of Control will vest on the date of the Change of Control, and each
holder of such restricted stock may receive, in exchange for the restricted stock, cash equal to the Change of Control
Price of such restricted stock on the date of surrender;
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� each holder of a performance share and/or performance unit for which the performance period has not expired may
receive cash equal to the value of the performance share and/or performance unit (as determined in accordance with the
2004 Plan) multiplied by a percent based on the number of months elapsed from the beginning of the performance period
to the date of the Change of Control divided by the number of months in the performance period;

� each holder of a performance share and/or performance unit that has been earned but not yet paid will receive cash equal
to the value of the performance share and/or performance unit (as determined in accordance with the 2004 Plan); and

� all annual incentive awards that are earned but not yet paid will be paid, and all annual incentive awards that are not yet
earned will be deemed to have been earned pro rata, as if the performance goals were attained as of the effective date of
the Change of Control, based on the participant�s maximum award opportunity for the fiscal year multiplied by the
percentage of the fiscal year elapsed as of the date of the Change of Control.

Term of Plan. Unless earlier terminated by the Board of Directors, the 2004 Plan will remain in effect until all Common Stock
reserved for issuance has been issued. If the term of the 2004 Plan extends beyond 10 years, no incentive stock options may be
granted after such time unless the shareholders of the Company approve an extension of the 2004 Plan for purposes of issuing
incentive stock options.

Termination and Amendment. The Board or the HR Committee may amend, alter, suspend, discontinue or terminate the 2004 Plan
at any time, except:

� the Board must approve any amendment to the 2004 Plan if the Company determines such approval is required by action
of the Board, applicable corporate law or any other applicable law;

� shareholders must approve any amendment to the 2004 Plan if the Company determines that such approval is required
by Section 16 of the Securities Exchange Act of 1934, the listing requirements of any principal securities exchange or
market on which the shares of Common Stock are then traded or any other applicable law; and

� shareholders must approve any amendment to the 2004 Plan that materially increases the number of shares of Common
Stock reserved under the 2004 Plan or the limitations set forth in the 2004 Plan on the number of shares of Common
Stock that participants may receive through an award or that amends the provisions relating to the prohibition on repricing
of outstanding options.

The HR Committee may modify or amend any award or waive any restrictions or conditions applicable to any award or the exercise
of the award. The terms and conditions applicable to any award may be amended, modified or canceled by mutual agreement of
the Committee and the participant or any other person(s) that may have an interest in the award, so long as any amendment or
modification does not increase the number of shares of Common Stock issuable under the 2004 Plan. The HR Committee need not
obtain participant (or other interested party) consent for the cancellation of an award pursuant to the adjustment provisions of the
2004 Plan or the modification of an award to the extent deemed necessary to comply with any applicable law, the listing
requirements of any principal securities exchange or market on which the Common Stock is then traded, or to preserve favorable
accounting treatment of any award for the Company.

The authority of the Board and the Committee to terminate or modify the 2004 Plan or Awards will extend beyond the termination
date of the 2004 Plan. In addition, termination of the 2004 Plan will not affect the rights of participants with respect to Awards
previously granted to them, and all unexpired Awards will continue in force and effect after termination of the 2004 Plan except as
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Repricing Prohibited. Except for the adjustments provided for in the 2004 Plan, neither the HR Committee nor any other person
may decrease the exercise price for any outstanding stock option after the date of grant nor allow a participant to surrender an
outstanding stock option to the Company as consideration for the grant of a new stock option with a lower exercise price.

Foreign Participation. To assure the viability of awards granted to participants employed in foreign countries, the HR Committee
may provide for such special terms as it may consider necessary or appropriate to accommodate differences in local law, tax policy
or custom. Moreover, the HR Committee may approve such supplements to, or amendments, restatements or alternative versions
of, the 2004 Plan as it determines is necessary or appropriate for such purposes. Any such amendment, restatement or alternative
versions that the HR Committee approves for purposes of using the 2004 Plan in a foreign country will not affect the terms of the
2004 Plan for any other country.

Certain Federal Income Tax Consequences. The following summarizes certain federal income tax consequences relating to the
2004 Plan under current tax law.

Stock Options. The grant of a stock option under the 2004 Plan will create no income tax consequences to the Company or the
recipient. A participant who is granted a non-qualified stock option will generally recognize ordinary compensation income at the
time of exercise in an amount equal to the excess of the fair market value of the Common Stock at such time over the exercise
price. The Company will generally be entitled to a deduction in the same amount and at the same time as ordinary income is
recognized by the participant. Upon the participant�s subsequent disposition of the shares of Common Stock received with respect
to such stock option, the participant will recognize a capital gain or loss (long-term or short-term, depending on the holding period)
to the extent the amount realized from the sale differs from the tax basis, i.e., the fair market value of the Common Stock on the
exercise date. Under certain circumstances involving a Change of Control, the Company may not be entitled to a deduction with
respect to stock options granted to certain executive officers.

In general, a participant will recognize no income or gain as a result of exercise of an incentive stock option (except that the
alternative minimum tax may apply). Except as described below, the participant will recognize a long-term capital gain or loss on
the disposition of the Common Stock acquired pursuant to the exercise of an incentive stock option and the Company will not be
allowed a deduction. If the participant fails to hold the shares of Common Stock acquired pursuant to the exercise of an incentive
stock option for at least two years from the grant date of the incentive stock option and one year from the exercise date, then the
participant will recognize ordinary compensation income at the time of the disposition equal to the lesser of (a) the gain realized on
the disposition, or (b) the excess of the fair market value of the shares of Common Stock on the exercise date over the exercise
price. The Company will generally be entitled to a deduction in the same amount and at the same time as ordinary income is
recognized by the participant. Any additional gain realized by the participant over the fair market value at the time of exercise will
be treated as a capital gain.

Restricted Stock. Generally, a participant will not recognize income and the Company will not be entitled to a deduction at the time
an award of restricted stock is made under the 2004 Plan, unless the participant makes the election described below. A participant
who has not made such an election will recognize ordinary income at the time the restrictions on the stock lapse in an amount
equal to the fair market value of the restricted stock at such time. The Company will generally be entitled to a corresponding
deduction in the same amount and at the same time as the participant recognizes income. Under certain circumstances involving a
Change of Control, the Company may not be entitled to a deduction with respect to restricted stock granted to certain executive
officers. Any otherwise taxable disposition of the restricted stock after the time the restrictions lapse will result in a capital gain or
loss to the extent the amount realized from the sale differs from the tax basis, i.e., the fair market
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value of the Common Stock on the date the restrictions lapse. Dividends paid in cash and received by a participant prior to the time
the restrictions lapse will constitute ordinary income to the participant in the year paid and the Company will generally be entitled to
a corresponding deduction for such dividends. Any dividends paid in stock will be treated as an award of additional restricted stock
subject to the tax treatment described herein.

A participant may, within 30 days after the date of the award of restricted stock, elect to recognize ordinary income as of the date of
the award in an amount equal to the fair market value of such restricted stock on the date of the award (less the amount, if any, the
participant paid for such restricted stock). If the participant makes such an election, then the Company will generally be entitled to a
corresponding deduction in the same amount and at the same time as the participant recognizes income. If the participant makes
the election, then any cash dividends the participant receives with respect to the restricted stock will be treated as dividend income
to the participant in the year of payment and will not be deductible by the Company. Any otherwise taxable disposition of the
restricted stock (other than by forfeiture) will result in a capital gain or loss. If the participant who has made an election
subsequently forfeits the restricted stock, then the participant will not be entitled to deduct any loss. In addition, the Company would
then be required to include as ordinary income the amount of any deduction the Company originally claimed with respect to such
shares.

Performance Shares. The grant of performance shares will create no income tax consequences for the Company or the participant.
Upon the participant�s receipt of shares at the end of the applicable performance period, the participant will recognize ordinary
income equal to the fair market value of the shares received, except that if the participant receives shares of restricted stock in
payment of performance shares, recognition of income may be deferred in accordance with the rules applicable to restricted stock
as described above. In addition, the participant will recognize ordinary compensation income equal to the dividend equivalents paid
on performance shares prior to or at the end of the performance period. The Company will generally be entitled to a deduction in
the same amount and at the same time as income is recognized by the participant. Under certain circumstances involving a
Change of Control, the Company may not be entitled to a deduction with respect to performance shares granted to certain of its
executive officers. Upon the participant�s subsequent disposition of the shares, the participant will recognize capital gain or loss
(long-term or short-term depending on the holding period) to the extent the amount realized from the disposition differs from the
shares� tax basis, i.e., the fair market value of the shares on the date the employee received the shares.

Performance Units. The grant of a performance unit will create no income tax consequences to the Company or the participant.
Upon the participant�s receipt of cash and/or shares at the end of the applicable performance period, the participant will recognize
ordinary income equal to the amount of cash and/or the fair market value of the shares received, and the Company will be entitled
to a corresponding deduction in the same amount and at the same time. If performance units are settled in whole or in part in
shares, upon the participant�s subsequent disposition of the shares the participant will recognize a capital gain or loss (long-term or
short-term, depending on the holding period) to the extent the amount realized upon disposition differs from the shares� tax basis,
i.e., the fair market value of the shares on the date the employee received the shares.

Incentive Awards. A participant who is paid an incentive award will recognize ordinary income equal to the amount of cash paid,
and the Company will be entitled to a corresponding deduction in the same amount and at the same time.

Section 162(m) Limit on Deductibility of Compensation. Internal Revenue Code Section 162(m) limits the deduction the Company
can take for compensation it pays to its Chief Executive Officer and the four other highest paid officers (determined as of the end of
each year) to $1 million per year per individual. However, certain performance-based compensation that meets the requirements of
Internal
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Revenue Code Section 162(m) does not have to be included as part of the $1 million limit. The 2004 Plan is designed so that
awards granted to the covered individuals may meet the Internal Revenue Code Section 162(m) requirements for
performance-based compensation.

New Plan Benefits. The Company cannot currently determine the awards that may be granted under the 2004 Plan in the future to
the executive officers named in this Proxy Statement, other officers, directors or other persons. The HR Committee will make such
determinations from time to time.

Equity Compensation Plan Information. The following table provides information about the Company�s equity compensation plans
as of September 30, 2003.

Plan category

Number of securities to

be issued upon the

exercise of outstanding

options, warrants and

rights (1)

Weighted-average

exercise
price of

outstanding

options,
warrants

and rights

Number of securities remaining

available for future issuance

under equity compensation plans

(excluding securities reflected in

the first column) (2)

Equity compensation plans
approved by security
holders 2,759,754 $ 20.95 8,650

Equity compensation plans
not approved by security
holders �  n/a �  

Total 2,759,754 $ 20.95 8,650

(1) Represents options to purchase the Company�s Common Stock granted under the 1990 Plan which was approved by the
Company�s shareholders.

(2) Excludes 140,000 shares of restricted Common Stock previously issued under the Company�s 1990 Plan subject to vesting after
a six-year retention period.

The Board of Directors recommends that holders of Class A Common Stock vote FOR adoption of the Oshkosh Truck
Corporation 2004 Incentive Stock and Awards Plan.
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SELECTION OF INDEPENDENT AUDITORS

On June 14, 2002, the Company dismissed Arthur Andersen LLP as its independent auditors. On the same date, the Company
engaged Deloitte & Touche LLP to act as its independent auditors as successor to Arthur Andersen LLP. Based upon the
recommendation of the Audit Committee, the Company�s Board of Directors approved the dismissal of Arthur Andersen LLP and
appointed Deloitte & Touche LLP as the Company�s independent auditors.

The reports of Arthur Andersen LLP on the Company�s financial statements for the fiscal year ended September 30, 2001 did not
contain an adverse opinion, disclaimer of opinion or qualification or modification as to uncertainty, audit scope or accounting
principles. During the fiscal year ended September 30, 2001 and during the subsequent interim period, there were no
disagreements with Arthur Andersen LLP on any matter of accounting principles or practices, financial statement disclosure or
auditing scope or procedures.

The independent auditors for the Company for fiscal 2004 will be formally approved by the Audit Committee in May 2004.

Representatives of Deloitte & Touche LLP will be present at the Annual Meeting and will have an opportunity to make a statement if
they desire to do so and to respond to appropriate questions.
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OTHER MATTERS

Management knows of no matters other than those stated which are likely to be brought before the Annual Meeting. However, in
the event that any other matter properly shall come before the meeting, it is the intention of the persons named in the forms of
proxy to vote the shares represented by each such proxy in accordance with their judgment on such matters.

All shareholder proposals pursuant to Rule 14a-8 under the Securities Exchange Act of 1934 (�Rule 14a-8�) for presentation at the
2005 Annual Meeting must be received at the offices of the Company, P.O. Box 2566, Oshkosh, Wisconsin 54903-2566, by August
20, 2004 for inclusion in the Company�s proxy statement for its 2005 Annual Meeting.

A shareholder who intends to present business, other than a shareholder�s proposal pursuant to Rule 14a-8, at the 2005 Annual
Meeting must comply with the requirements set forth in the Company�s Bylaws. Among other things, a shareholder must give written
notice to the Secretary of the Company not less than 45 days and not more than 70 days prior to the first anniversary of the date on
which the Company first mailed its proxy materials for the 2004 Annual Meeting. Therefore, since the Company anticipates mailing
its proxy statement on December 18, 2003, the Company must receive notice of a shareholder�s intent to present business, other
than pursuant to Rule 14a-8, at the 2005 Annual Meeting no sooner than October 9, 2004, and no later than November 3, 2004.

If the notice is received after November 3, 2004, then the Company is not required to present such proposal at the 2005 Annual
Meeting because the notice will be considered untimely. If the Board of Directors chooses to present such a shareholder�s proposal
submitted after November 3, 2004 at the 2005 Annual Meeting, then the persons named in proxies solicited by the Board of
Directors for the 2005 Annual Meeting may exercise discretionary voting power with respect to such proposal.

Pursuant to the rules of the Securities and Exchange Commission, services that deliver the Company�s communications to
shareholders that hold their stock through a bank, broker or other holder of record may deliver to multiple shareholders sharing the
same address a single copy of the Company�s Annual Report to shareholders and Proxy Statement. Upon written or oral request,
the Company will promptly deliver a separate copy of the Annual Report to shareholders and/or Proxy Statement to any
shareholder at a shared address to which a single copy of each document was delivered. Shareholders may notify the Company of
their requests by calling or writing Ms. Virginia Abel, Oshkosh Truck Corporation, P.O. Box 2566, Oshkosh, Wisconsin 54903-2566,
(920) 235-9151 ext. 2296.

COST OF SOLICITATION

The cost of soliciting proxies will be borne by the Company. The Company expects to solicit proxies primarily by mail. Proxies may
also be solicited personally and by telephone by certain officers and regular employees of the Company. The Company will
reimburse brokers and other nominees for their reasonable expenses in communicating with the persons for whom they hold stock
for the Company.
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ATTACHMENT A

OSHKOSH TRUCK CORPORATION

CORPORATE GOVERNANCE GUIDELINES

The following Corporate Governance Guidelines (the �Guidelines�) have been unanimously adopted by the Board of Directors (the
�Board�) of Oshkosh Truck Corporation (the �Company�) to assist the Board in the exercise of its responsibilities. These Guidelines
reflect the Board�s commitment to monitor the effectiveness of policy and decision-making both at the Board and management level,
and to enhance shareholder value over the long term. These Guidelines are a statement of policy and are not intended to change
or interpret any federal or state law or regulation, or the Articles of Incorporation or By-laws of the Company. The Guidelines are
subject to periodic review by the Governance Committee of the Board and to modification from time to time by the Board.

BOARD COMPOSITION AND ACTIVITY

1. Selection of Chair of the Board and Chief Executive Officer

The Board shall be free to choose its Chair in any way that seems best for the Company at any given point in time. The Board
believes, however, that if the offices of the Chief Executive Officer and Chair of the Board are filled by different people, the Chair of
the Board should be selected from the non-employee directors.

2. Size of the Board

The Board believes that it should generally have no fewer than nine and no more than eleven directors, subject to the provisions of
the Company�s Articles of Incorporation and By-laws. This range permits diversity of experience without hindering effective
discussion or diminishing individual accountability.

3. Selection of New Directors

The entire Board shall be responsible for nominating candidates for election to the Board at the Company�s annual meeting of
shareholders and for filling vacancies on the Board that may occur between annual meetings of shareholders. The Governance
Committee is responsible for identifying, screening and recommending candidates to the entire Board for Board membership.
When formulating its Board membership recommendations, the Governance Committee shall also consider any advice and
recommendations offered by the Chief Executive Officer or the shareholders of the Company or any outside advisors the
Governance Committee may retain.

An orientation process for all new directors shall be maintained. This process shall include comprehensive background briefings by
the Company�s executive officers. The orientation program shall be the responsibility of the Chief Executive Officer and shall be
administered by the Corporate Secretary, with the general oversight of the Governance Committee.
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4. Board Membership Criteria

Nominees for director shall be selected on the basis of broad experience; wisdom; integrity; ability to make independent analytical
inquiries; understanding of the Company�s business environment; and willingness to devote adequate time to Board duties. Board
members are expected to rigorously prepare for, attend, and participate in all Board and applicable Committee meetings. Each
Board member is expected to ensure that other existing and planned future commitments do not materially interfere with the
member�s service as an outstanding director.
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The Governance Committee shall be responsible for assessing the appropriate balance of skills and characteristics required of
Board members.

The Board shall be committed to a diversified membership, in terms of both the individuals involved and their various experiences
and areas of expertise.

The directors shall be subject to such Company common stock ownership guidelines as may be set forth from time to time by the
Human Resources Committee.

5. Percentage of Independent Directors on the Board

Independent directors shall constitute a substantial majority of the Board. The Board is encouraged to invite senior management to
attend Board meetings, but Company executives should understand that Board membership is generally limited to outside
directors. No more than two Company employees may serve on the Board at the same time.

6. Board Definition of Director Independence

No director qualifies as independent unless the Board affirmatively determines that a director is independent in accordance with the
listing standards of the New York Stock Exchange Listed Company Rules.

7. Chair of the Governance Committee

The Chair of the Governance Committee shall be an independent director.

8. Retirement Age

No director after having attained the age of 72 years shall be nominated for re-election or reappointment to the Board, without the
prior approval of the Governance Committee.

9. Directors Who Have a Change in Circumstances

If any director has a Change in Circumstances (as defined below), then the director shall promptly disclose that Change in
Circumstances to the Chair of the Governance Committee. The Board will then determine whether to request that director to resign
after receiving a recommendation from the Governance Committee. A director who has a Change in Circumstances will not be
entitled to vote upon that determination by the Board, and if such director is a member of the Governance Committee, then the
director also will not be entitled to participate in the recommendation of the Governance Committee.
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For these purposes, �Change in Circumstances� will mean any change in a director�s personal or professional circumstances, since
such director�s most recent election to the Board, that would require disclosure in such director�s D&O Questionnaire or the proxy
statement of the Company if such director were to be nominated for re-election at the next annual shareholders meeting, including,
but not limited to, a change of employer or primary occupation (including retirement) or a material change in occupational
responsibilities.

10. Term Limits

The Board does not mandate term limits for its directors.
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11. Board Compensation

The Company�s employees shall not receive additional compensation for their service as directors. Director compensation shall be
reviewed annually as determined by the Human Resources Committee.

The Company believes that compensation for non-employee directors should be competitive. Further, the Company believes is in
the best interest of its shareholders that a portion of annual director compensation be equity-based.

12. Evaluation of the Board

The Board shall be responsible for annually conducting a self-evaluation of the Board as a whole. The Governance Committee
shall be responsible for establishing the evaluation criteria and implementing the process for such evaluation.

13. Evaluation of Committees of the Board

The Governance Committee shall conduct an annual review of each committee�s contribution to the Company. In its review of the
committees, the Governance Committee should review each committee�s objectives, as stated at the beginning of each fiscal year,
and compare those stated objectives to the results and time expended to achieve such results at the end of that year.

14. Board Contact with Senior Management

Board members shall have complete access to management. Board members shall use sound business judgment to ensure that
such contact is not distracting, and, if in writing, shall be copied to the Chief Executive Officer and the Chair of the Board.

Furthermore, the Board encourages senior management, from time to time, to bring employees into Board meetings who: (a) can
provide additional insight concerning the items being discussed because of personal involvement in these areas; (b) represent
significant aspects of the Company�s business; and (c) assure the Board of exposure to employees with future potential to assure
adequate plans for management succession within the Company.

15. Board Interaction with Institutional Investors and Press

The Board believes that management generally should speak for the Company, consistent with all regulations governing such
communications and with common sense. Unless otherwise agreed to or requested by the Chair, each director shall refer all
inquiries from investors and the media to designated members of senior management or to the Chair.

BOARD MEETINGS
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16. Frequency of Meetings

There shall be at least five regularly scheduled meetings of the Board each year. It is the responsibility of the directors to attend the
meetings.

17. Selection of Agenda Items for Board Meetings

The Chair of the Board, in consultation with the Corporate Secretary and the Chief Executive Officer, shall annually prepare a
�Board of Directors Master Agenda.� This Master Agenda shall set forth a minimum agenda of items to be considered by the Board
at each of its specified meetings

A-3

Edgar Filing: China Netcom Group CORP (Hong Kong) LTD - Form 6-K

Table of Contents 69



Table of Contents

during the year. Each meeting agenda shall include an opportunity for each committee chair to raise issues or report to the Board.
Thereafter, the Chair of the Board, and the Chief Executive Officer, may adjust the agenda to include special items not
contemplated during the initial preparation of the annual Master Agenda.

Upon completion, a copy of the Master Agenda shall be provided to the entire Board. Each Board member shall be free to suggest
inclusion of items on the Master Agenda for any given meeting. Thereafter, any Board member may suggest additional subjects
that are not specifically on the agenda for any particular meeting. In that case, the Board member should contact the Chair or the
Secretary at least ten days prior to the relevant meeting.

18. Strategic Discussions at Board Meetings

At least one Board meeting will be primarily devoted to long-range strategic plans. The Board shall not be precluded from
discussing or acting on specific short and/or long-range strategic plans at other Board meetings throughout the year.

19. Executive Sessions; Outside Directors� Discussion

The Board shall meet in executive session, without the presence of the Company�s officers, on at least two occasions each year.
These meetings can be in person or held telephonically. The Chair of the Governance Committee shall chair executive meetings of
the outside directors and shall bear such further responsibilities that the outside directors as a whole might designate from time to
time.

20. Board Materials Distributed in Advance

Information and data is important to the Board�s understanding of the business and essential to prepare Board members for
productive meetings. Presentation materials relevant to each meeting will be distributed in writing to the Board in advance of the
meeting unless doing so would compromise the confidentiality of competitive information. In the event of a pressing need for the
Board to meet on short notice, it is recognized that written materials may not be available in advance of the meeting. Management
will make every effort to provide presentation materials that are brief and to the point, yet communicate the essential information.

COMMITTEE MATTERS

21. Number and Names of Board Committees

The Company shall have four standing committees: Audit, Executive, Governance and Human Resources. The duties for each of
these committees shall be outlined in each of the committee�s charter adopted by resolution of the Board. The Board may amend a
committee�s charter, form a new committee or disband a current committee depending on circumstances.
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22. Independence of Audit, Governance and Human Resources Committees

The Audit, Governance and Human Resources committees shall be composed entirely of independent directors.

23. Assignment and Rotation of Committee Members

The Governance Committee shall be responsible, after consultation with the Chief Executive Officer and the Chair of the Board, for
making recommendations to the Board with respect to the
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assignment of Board members to various committees. After reviewing the Governance Committee�s recommendations, the Board
shall be responsible for appointing the Chairs and members to the committees on an annual basis.

The Chief Executive Officer and the Chair of the Board together with the Governance Committee shall annually review the
committee assignments and shall consider the rotation of Chairs and members with a view toward balancing the benefits derived
from continuity against the benefits derived from the diversity of experience and viewpoints of the various directors.

24. Annual Review by Committees

Each Board committee shall annually review its charter and the Corporate Governance Guidelines and recommend to the
Governance Committee any changes it deems necessary. In addition to its charter and the charters of the other committees, the
Governance Committee shall annually review the Corporate Governance Guidelines and recommend to the full Board any changes
it deems necessary, and such review shall be referred to in the Company�s next proxy statement.

LEADERSHIP DEVELOPMENT

25. Evaluation of Chief Executive Officer

The Board shall conduct an ongoing evaluation of the Chief Executive Officer. The evaluation of the Chief Executive Officer is
accomplished through the following process:

� The Chief Executive Officer meets with the Human Resources Committee to develop appropriate goals and objectives for
the next year, which are then discussed with the entire Board.

� At year-end, the Human Resources Committee, with input from the Board, evaluates the performance of the Chief
Executive Officer in meeting those goals and objectives.

� This evaluation is communicated to the Chief Executive Officer at an executive session of the Board.

� The Human Resources Committee uses this evaluation in determining the Chief Executive Officer�s compensation.

26. Succession Planning

The Company understands the importance of succession planning. Therefore, the Human Resources Committee, along with the
Chief Executive Officer, shall analyze the current management, identify possible successors to senior management, and timely
develop a succession plan. The plan shall then be reviewed by the full Board and reviewed periodically thereafter.
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27. Management Development

The Board, with the assistance of the Human Resources Committee, shall periodically review the plans for the education,
development and orderly succession of senior and mid-level managers throughout the Company.

28. Interpretation

In cases where the Chair of the Board and the Chief Executive Officer are the same individual, procedures calling for consultation
or communications between such positions need not be followed.
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CONFLICTS OF INTEREST

29. Interest Matters

If a director, directly or indirectly, has a financial or personal interest in a contract or transaction to which the Company is to be a
party, or is contemplating entering into a transaction that involves use of corporate assets or competition against the Company, the
director is considered to be interested in the matter. The director should contact the Chief Executive Officer, the Corporate
Secretary or the Chairman of the Governance Committee. The director�s involvement or interest will be reviewed by the Company�s
General Counsel and then referred for resolution to the Governance Committee. Interested directors should be identified and/or
disclosed, and they shall not participate in any discussion or any vote relating to the matter in which they have been deemed to be
interested. The decision of the Governance Committee on all matters of �interest� shall be final.
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ATTACHMENT B

OSHKOSH TRUCK CORPORATION

2004 INCENTIVE STOCK AND AWARDS PLAN

1.    Purposes, History and Effective Date.

(a) Purpose. The Oshkosh Truck Corporation 2004 Incentive Stock and Awards Plan has two complementary purposes: (i) to
attract and retain outstanding individuals to serve as officers, directors, employees and consultants and (ii) to increase shareholder
value. The Plan will provide participants incentives to increase shareholder value by offering the opportunity to acquire shares of
the Company�s common stock, receive monetary payments based on the value of such common stock, or receive other incentive
compensation, on the potentially favorable terms that this Plan provides.

(b) History. Prior to the effective date of this Plan, the Company had in effect the 1990 Plan, which was originally effective April 9,
1990. Upon shareholder approval of this Plan, the 1990 Plan will terminate and no new awards will be granted under the 1990
Plan, although awards granted under such plan and still outstanding will continue to be subject to all terms and conditions of such
plan.

(c) Effective Date. This Plan will become effective, and Awards may be granted under this Plan, on and after the Effective Date.
This Plan will terminate as provided in Section 13.

2.    Definitions. Capitalized terms used in this Plan have the following meanings:

(a) �1990 Plan� means the Oshkosh Truck Corporation 1990 Incentive Stock Plan, as amended.

(b) �Affiliate� has the meaning ascribed to such term in Rule 12b-2 promulgated under the Exchange Act or any successor rule or
regulation thereto.

(c) �Award� means a grant of Options, Stock Appreciation Rights, Performance Shares, Performance Units, Restricted Stock or an
Incentive Award.

(d) �Board� means the Board of Directors of the Company.
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(e) �Cause� means, except as otherwise determined by the Committee upon the grant of an Award, (i) conviction of a felony or a plea
of no contest to a felony, (ii) willful misconduct that is materially and demonstrably detrimental to the Company or an Affiliate, (iii)
willful refusal to perform requested duties consistent with a Participant�s office, position or status with the Company or an Affiliate
(other than as a result of physical or mental disability) or (iv) other conduct or inaction that the Committee determines in its
discretion constitutes Cause, except that, with respect to clauses (ii), (iii) and (iv), Cause shall be determined by a majority of the
Committee at a meeting held after reasonable notice to the Participant and including an opportunity for the Participant and his or
her counsel to be heard, and the Committee shall not have the right to determine that Cause exists pursuant to clause (iv) following
the occurrence of a Change of Control. All determinations of the Committee as to Cause shall be final.

(f) �Change of Control� means the occurrence of any one of the following events:

(i) at any time that either no shares of Class A Common Stock of the Company are issued and outstanding or Excluded Persons
(as defined below) have ceased to beneficially own a majority of the outstanding shares of Class A Common Stock of the
Company, any Person (other than (A) the Company or any of its subsidiaries, (B) a trustee or other fiduciary holding securities
under any employee benefit plan of the Company or any of its subsidiaries, (C) an underwriter temporarily holding securities
pursuant to an offering of such securities, (D) a corporation owned, directly or
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indirectly, by the shareholders of the Company in substantially the same proportions as their ownership of stock in the Company or
(E) an Exempt Person (individually, an �Excluded Person� and collectively, �Excluded Persons�)) is or becomes the �Beneficial Owner�
(as such term is defined in Rule 13d-3 under the Exchange Act), directly or indirectly, of securities of the Company (not including in
the securities beneficially owned by such Person any securities acquired directly from the Company or its Affiliates after the
Effective Date, pursuant to express authorization by the Board that refers to this exception) representing 25% or more of (A) the
combined voting power of the Company�s then outstanding voting securities or (B) the then outstanding shares of common stock of
the Company; or

(ii) the following individuals cease for any reason to constitute a majority of the number of Directors then serving: individuals who,
on the Effective Date, constituted the Board and any new Director (other than a Director whose initial assumption of office is in
connection with an actual or threatened election contest, including but not limited to a consent solicitation, relating to the election of
directors of the Company, as such terms are used in Rule 14a-11 of Regulation 14A under the Exchange Act) whose appointment
or election by the Board or nomination for election by the Company�s shareholders was approved by a vote of at least two-thirds
(2/3) of the Directors then still in office who either were Directors on the Effective Date or whose appointment, election or
nomination for election was previously so approved; or

(iii) the shareholders of the Company approve a merger, consolidation or share exchange of the Company with any other
corporation or approve the issuance of voting securities of the Company in connection with a merger, consolidation or share
exchange of the Company (or any direct or indirect subsidiary of the Company) pursuant to applicable stock exchange
requirements, other than (A) a merger, consolidation or share exchange that would result in the voting securities of the Company
outstanding immediately prior to such merger, consolidation or share exchange continuing to represent (either by remaining
outstanding or by being converted into voting securities of the surviving entity or any parent thereof) at least 50% of the combined
voting power of the voting securities of the Company or such surviving entity or any parent thereof outstanding immediately after
such merger, consolidation or share exchange, (B) a merger, consolidation or share exchange effected to implement a
recapitalization of the Company (or similar transaction) in which no Person (other than an Excluded Person) is or becomes the
Beneficial Owner, directly or indirectly, of securities of the Company (not including in the securities beneficially owned by such
Person any securities acquired directly from the Company or its Affiliates after the Effective Date, pursuant to express authorization
by the Board that refers to this exception) representing 25% or more of (1) the combined voting power of the Company�s then
outstanding voting securities or (2) the then outstanding shares of common stock of the Company or (C) a merger, consolidation or
share exchange immediately following the effectiveness of which shares of Class A Common Stock of the Company will remain
issued and outstanding and Excluded Persons will continue to beneficially own a majority of the outstanding shares of Class A
Common Stock of the Company; or

(iv) the shareholders of the Company approve a plan of complete liquidation or dissolution of the Company or an agreement for the
sale or disposition by the Company of all or substantially all of the Company�s assets (in one transaction or a series of related
transactions within any period of twenty-four (24) consecutive months), other than a sale or disposition by the Company of all or
substantially all of the Company�s assets to an entity at least 75% of the combined voting power of the voting securities of which are
owned by Persons in substantially the same proportions as their ownership of the Company immediately prior to such sale.
Notwithstanding the foregoing, no �Change of Control� shall be deemed to have occurred if there is consummated any transaction or
series of integrated transactions immediately following which the record holders of the common stock of the Company immediately
prior to such transaction or series of transactions continue to have substantially the same proportionate ownership in an entity that
owns all or substantially all of the assets of the Company immediately following such transaction or series of transactions.
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(g) �Change of Control Price� means the highest of the following: (i) the Fair Market Value of a Share, as determined on the date of
the Change of Control; (ii) the highest price per Share paid in the Change of Control transaction; or (iii) the Fair Market Value of a
Share, calculated on the date of surrender of the relevant Award in accordance with Section 15(c), but this clause (iii) shall not
apply if in the Change of Control transaction, or pursuant to an agreement to which the Company is a party governing the Change
of Control transaction, all of the Shares are purchased for and/or converted into the right to receive a current payment of cash and
no other securities or other property.

(h) �Code� means the Internal Revenue Code of 1986, as amended. Any reference to a specific provision of the Code includes any
successor provision and the regulations promulgated under such provision.

(i) �Committee� means the Human Resources Committee of the Board (or a successor committee with the same or similar authority).

(j) �Company� means Oshkosh Truck Corporation, a Wisconsin corporation, or any successor thereto.

(k) �Director� means a member of the Board, and �Non-Employee Director� means a Director who is not also an employee of the
Company or its Subsidiaries.

(l) �Disability� has the meaning ascribed to the terms �total disability� or �totally disabled� in the Oshkosh Truck Corporation Long Term
Disability Program for Salaried Employees (or any successor plan thereto).

(m) �Effective Date� means the date the Company�s shareholders approve this Plan.

(n) �Exchange Act� means the Securities Exchange Act of 1934, as amended. Any reference to a specific provision of the Exchange
Act includes any successor provision and the regulations and rules promulgated under such provision.

(o) �Exempt Person� means (i) J. Peter Mosling, Jr.; (ii) Stephen P. Mosling; (iii) any transferee to which the Persons identified in
clauses (i) and (ii) above (the �Moslings�) have lawfully transferred or may lawfully transfer shares of Class A Common Stock of the
Company pursuant to the provisions of the Stock Purchase Agreement dated April 26th, 1996, by and among the Company and the
Moslings, as the same may be amended from time to time; and (iv) any trustee, guardian, custodian, executor, administrator,
fiduciary or other legal representative of the Persons identified in clauses (i), (ii) and (iii) above or the estates of the Moslings, in
their capacity as such.

(p) �Fair Market Value� means, per Share on a particular date, the last sales price on such date on the national securities exchange
on which the Stock is then traded, as reported in The Wall Street Journal, or if no sales of Stock occur on the date in question, on
the last preceding date on which there was a sale on such exchange. If the Shares are not listed on a national securities exchange,
but are traded in an over-the-counter market, the last sales price (or, if there is no last sales price reported, the average of the
closing bid and asked prices) for the Shares on the particular date, or on the last preceding date on which there was a sale of
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Shares on that market, will be used. If the Shares are neither listed on a national securities exchange nor traded in an
over-the-counter market, the price determined by the Committee, in its discretion, will be used.

(q) �Incentive Award� means the right to receive a cash payment to the extent Performance Goals are achieved, and shall include
�Annual Incentive Awards� as described in Section 10 and �Long-Term Incentive Awards� as described in Section 11.
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(r) �Option� means the right to purchase Shares at a stated price for a specified period of time.

(s) �Participant� means an individual selected by the Committee to receive an Award.

(t) �Performance Goals� means any goals the Committee establishes that relate to one or more of the following with respect to the
Company or any one or more Subsidiaries, Affiliates or other business units: net sales; cost of sales; gross income; operating
income; earnings before interest and taxes; earnings before interest, taxes, depreciation and amortization; income from continuing
operations; net income; basic earnings per share; diluted earnings per share; cash flow; net cash provided by operating activities;
net cash provided by operating activities less net cash used in investing activities; ratio of debt to debt plus equity; return on
shareholder equity; return on invested capital; return on average total capital employed; return on net assets employed before
interest and taxes; operating working capital; average accounts receivable (calculated by taking the average of accounts receivable
at the end of each month); average inventories (calculated by taking the average of inventories at the end of each month); and
economic value added. As to each Performance Goal, the relevant measurement of performance shall be computed in accordance
with generally accepted accounting principles, but, unless otherwise determined by the Committee, will exclude the effects of (i)
extraordinary, unusual and/or non-recurring items of gain or loss, (ii) gains or losses on the disposition of a business, (iii) changes
in tax or accounting regulations or laws, and (iv) mergers or acquisitions, that in each case the Company identifies in its audited
financial statements, including footnotes, or the Management�s Discussion and Analysis section of the Company�s annual report. In
the case of Awards that the Committee determines will not be considered �performance-based compensation� under Code Section
162(m), the Committee may establish other Performance Goals not listed in this Plan.

(u) �Performance Shares� means the right to receive Shares to the extent Performance Goals are achieved.

(v) �Performance Units� means the right to receive cash and/or Shares valued in relation to a unit that has a designated dollar value
or the value of which is equal to the Fair Market Value of one or more Shares, to the extent Performance Goals are achieved.

(w) �Person� has the meaning given in Section 3(a)(9) of the Exchange Act, as modified and used in Sections 13(d) and 14(d)
thereof.

(x) �Plan� means this Oshkosh Truck Corporation 2004 Incentive Stock and Awards Plan, as may be amended from time to time.

(y) �Restricted Stock� means Shares that are subject to a risk of forfeiture and/or restrictions on transfer, which may lapse upon the
achievement or partial achievement of Performance Goals and/or upon the completion of a period of service.

(z) �Retirement� has the meaning assigned to such term in the defined benefit pension plan of the Company.

(aa) �Rule 16b-3� means Rule 16b-3 as promulgated by the United States Securities and Exchange Commission under the
Exchange Act.
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(bb) �Section 16 Participants� means Participants who are subject to the provisions of Section 16 of the Exchange Act.

(cc) �Share� means a share of Stock.

(dd) �Stock� means the Common Stock of the Company, par value of one cent ($.01) per share.
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(ee) �Stock Appreciation Right� or �SAR� means the right of a Participant to receive cash, and/or Shares with a Fair Market Value,
equal to the appreciation of the Fair Market Value of a Share during a specified period of time.

(ff) �Subsidiary� means any corporation, limited liability company or other limited liability entity in an unbroken chain of entities
beginning with the Company if each of the entities (other than the last entities in the chain) owns the stock or equity interest
possessing more than fifty percent (50%) of the total combined voting power of all classes of stock or other equity interests in one
of the other entities in the chain.

3.    Administration.

(a) Committee Administration. In addition to the authority specifically granted to the Committee in this Plan, the Committee has full
discretionary authority to administer this Plan, including but not limited to the authority to (i) interpret the provisions of this Plan, (ii)
prescribe, amend and rescind rules and regulations relating to this Plan, (iii) correct any defect, supply any omission, or reconcile
any inconsistency in any Award or agreement covering an Award in the manner and to the extent it deems desirable to carry this
Plan into effect and (iv) make all other determinations necessary or advisable for the administration of this Plan. A majority of the
members of the Committee will constitute a quorum, and a majority of the Committee�s members must make all determinations of
the Committee. The Committee may make any determination under this Plan without notice or meeting of the Committee by a
writing that a majority of the Committee members have signed. All Committee determinations are final and binding.

(b) Delegation to Other Committees or Officers. To the extent applicable law permits, the Board may delegate to another committee
of the Board or to one or more officers of the Company any or all of the authority and responsibility of the Committee. However, no
such delegation is permitted with respect to Awards made to Section 16 Participants at the time any such delegated authority or
responsibility is exercised. The Board also may delegate to another committee of the Board consisting entirely of Non-Employee
Directors any or all of the authority and responsibility of the Committee with respect to individuals who are Section 16 Participants.
If the Board has made such a delegation, then all references to the Committee in this Plan include such other committee or one or
more officers to the extent of such delegation.

(c) Indemnification. The Company will indemnify and hold harmless each member of the Committee, and each officer or member of
any other committee to whom a delegation under Section 3(b) has been made, as to any act done, or determination made, with
respect to this Plan or any Award to the maximum extent that the law and the Company�s by-laws permit.

4.    Eligibility. The Committee may designate any of the following as a Participant from time to time: any officer or other employee
of the Company or its Affiliates, an individual that the Company or an Affiliate has engaged to become an officer or employee, a
consultant who provides services to the Company or its Affiliates, or a Director, including a Non-Employee Director. The
Committee�s designation of a Participant in any year will not require the Committee to designate such person to receive an Award in
any other year.

5.    Types of Awards. Subject to the terms of this Plan, the Committee may grant any type of Award to any Participant it selects,
but only employees of the Company or a Subsidiary may receive grants of incentive stock options. Awards may be granted alone or
in addition to, in tandem with, or in substitution for any other Award (or any other award granted under another plan of the
Company or any Affiliate).
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6.    Shares Reserved under this Plan.

(a) Plan Reserve. Subject to adjustment as provided in Section 15, an aggregate of 2,208,650 Shares, plus the number of Shares
described in Section 6(c), are reserved for issuance under this Plan. The number of Shares reserved for issuance under this Plan
shall be reduced only by the number of Shares delivered in payment or settlement of Awards. Notwithstanding the foregoing, the
Company may issue only 2,208,650 Shares upon the exercise of incentive stock options.

(b) Replenishment of Shares Under this Plan. If an Award lapses, expires, terminates or is cancelled without the issuance of
Shares under the Award, or if Shares are forfeited under an Award, then the Shares subject to such Award may again be used for
new Awards under this Plan under Section 6(a), including issuance as incentive stock options. If Shares are issued under any
Award and the Company subsequently reacquires them pursuant to rights reserved upon the issuance of the Shares, or if
previously owned Shares are delivered to the Company in payment of the exercise price of an Award, then such Shares may again
be used for new Awards under this Plan under Section 6(a), but such Shares may not be issued pursuant to incentive stock
options.

(c) Addition of Shares from Predecessor Plan. After the Effective Date, if any Shares subject to awards granted under the 1990
Plan would again become available for new grants under the terms of such plan if such plan were still in effect, then those Shares
will be available for the purpose of granting Awards under this Plan, thereby increasing the number of Shares available for issuance
under this Plan as determined under the first sentence of Section 6(a). Any such Shares will not be available for future awards
under the terms of the 1990 Plan.

(d) Participant Limitations. Subject to adjustment as provided in Section 15, no Participant may be granted Awards that could result
in such Participant:

(i) receiving Options for, and/or Stock Appreciation Rights with respect to, more than 1,750,000 Shares during any period of five
consecutive fiscal years of the Company;

(ii) receiving Awards of Restricted Stock relating to more than 500,000 Shares during any period of five consecutive fiscal years of
the Company;

(iii) receiving Awards of Performance Shares, and/or Awards of Performance Units the value of which is based on the Fair Market
Value of Shares, for more than 200,000 Shares during any period of two consecutive fiscal years of the Company, or for more than
300,000 Shares during any period of three consecutive fiscal years of the Company;

(iv) receiving an Annual Incentive Award in respect of any single fiscal year of the Company of more than $4,000,000; or
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(v) receiving a Long-Term Incentive Award, and/or Awards of Performance Units the value of which is not based on the Fair Market
Value of Shares, of more than $8,000,000 in respect of any period of two consecutive fiscal years of the Company, or of more than
$12,000,000 in respect of any period of three consecutive fiscal years of the Company.

In all cases, determinations under this Section 6(d) should be made in a manner that is consistent with the exemption for
performance-based compensation that Code Section 162(m) provides.

7.    Options. Subject to the terms of this Plan, the Committee will determine all terms and conditions of each Option, including but
not limited to: (i) whether the Option is an �incentive stock option� which meets the requirements of Code Section 422, or a
�nonqualified stock option� which does not meet the requirements of Code Section 422; (ii) the number of Shares subject to the
Option; (iii) the exercise price, which may not be less than the Fair Market Value of the Shares subject to the Option as determined
on the date of grant; (iv) the terms and conditions of exercise; and (v) the term, except
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that an incentive stock option must terminate no later than 10 years after the date of grant and a nonqualified stock option must
terminate no later than 10 years and 1 month after the date of grant. In all other respects, the terms of any incentive stock option
should comply with the provisions of Code section 422 except to the extent the Committee determines otherwise. Except to the
extent the Committee determines otherwise, a Participant may exercise an Option in whole or part after the right to exercise the
Option has accrued, provided that any partial exercise must be for one hundred (100) Shares or multiples thereof. Except as the
Committee may otherwise provide, an Option shall expire at the earliest of 10 years and 1 month from the date of grant (or 10
years from the date of grant if the Option is an incentive stock option), three (3) months after termination of the Participant�s
employment or service for reasons other than death, Disability, Retirement or Cause, one (1) year after termination of the
Participant�s employment or service as a result of death, Disability or Retirement or immediately upon termination of the Participant�s
employment or service for Cause.

8.    Stock Appreciation Rights. Subject to the terms of this Plan, the Committee will determine all terms and conditions of each
SAR, including but not limited to: (a) whether the SAR is granted independently of an Option or relates to an Option; (b) the number
of Shares to which the SAR relates; (c) the grant price, provided that the grant price shall not be less than the Fair Market Value of
the Shares subject to the SAR as determined on the date of grant; (d) the terms and conditions of exercise or maturity; (e) the term,
provided that an SAR must terminate no later than 10 years and 1 month after the date of grant; and (f) whether the SAR will be
settled in cash, Shares or a combination thereof. If an SAR is granted in relation to an Option, then unless otherwise determined by
the Committee, the SAR shall be exercisable or shall mature at the same time or times, on the same conditions and to the extent
and in the proportion, that the related Option is exercisable and may be exercised or mature for all or part of the Shares subject to
the related Option. Upon exercise of any number of SAR, the number of Shares subject to the related Option shall be reduced
accordingly and such Option may not be exercised with respect to that number of Shares. The exercise of any number of Options
that relate to an SAR shall likewise result in an equivalent reduction in the number of Shares covered by the related SAR.

9.    Performance and Stock Awards. Subject to the terms of this Plan, the Committee will determine all terms and conditions of
each award of Restricted Stock, Performance Shares or Performance Units, including but not limited to: (a) the number of Shares
and/or units to which such Award relates; (b) whether, as a condition for the Participant to realize all or a portion of the benefit
provided under the Award, one or more Performance Goals must be achieved during such period as the Committee specifies; (c)
whether the restrictions imposed on Restricted Stock are accelerated, and all or a portion of the Performance Goals subject to an
Award are deemed achieved, upon a Participant�s death, Disability or Retirement; (d) with respect to Performance Units, whether to
measure the value of each unit in relation to a designated dollar value or the Fair Market Value of one or more Shares; and (e) with
respect to Performance Units, whether to settle such Awards in cash, in Shares, or in a combination of cash and Shares.

10.    Annual Incentive Awards. Subject to the terms of this Plan, the Committee will determine all terms and conditions of an
Annual Incentive Award, including but not limited to the Performance Goals, performance period, the potential amount payable, and
the timing of payment, subject to the following: (a) the Committee must require that payment of all or any portion of the amount
subject to the Annual Incentive Award is contingent on the achievement or partial achievement of one or more Performance Goals
during the period the Committee specifies, although the Committee may specify that all or a portion of the Performance Goals
subject to an Award are deemed achieved upon a Participant�s death, Disability or Retirement; and (b) the performance period must
relate to a period of at least one fiscal year of the Company except that, if the Award is made at the time of commencement of
employment with the Company or on the occasion of a promotion, then the Award may relate to a period shorter than one fiscal
year.
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11.    Long-Term Incentive Awards. Subject to the terms of this Plan, the Committee will determine all terms and conditions of a
Long-Term Incentive Award, including but not limited to the Performance Goals, performance period, the potential amount payable,
and the timing of payment, subject to the following: (a) the Committee must require that payment of all or any portion of the amount
subject to the Long-Term Incentive Award is contingent on the achievement or partial achievement of one or more Performance
Goals during the period the Committee specifies, although the Committee may specify that all or a portion of the Performance
Goals subject to an Award are deemed achieved upon a Participant�s death, Disability or Retirement; and (b) the performance
period must relate to a period of more than one fiscal year of the Company except that, if the Award is made at the time of
commencement of employment with the Company or on the occasion of a promotion, then the Award may relate to a shorter
period.

12.    Transferability. Awards are not transferable other than by will or the laws of descent and distribution, unless and to the
extent the Committee allows a Participant to: (a) designate in writing a beneficiary to exercise the Award after the Participant�s
death; or (b) transfer an Award.

13.    Termination and Amendment of Plan; Amendment, Modification or Cancellation of Awards.

(a) Term of Plan. Unless the Board earlier terminates this Plan pursuant to Section 13(b), this Plan will terminate when all Shares
reserved for issuance have been issued. If the term of this Plan extends beyond 10 years from the Effective Date, no incentive
stock options may be granted after such time unless the shareholders of the Company have approved an extension of this Plan for
incentive stock option purposes.

(b) Termination and Amendment. The Board or the Committee may amend, alter, suspend, discontinue or terminate this Plan at
any time, subject to the following limitations:

(i) the Board must approve any amendment of this Plan to the extent the Company determines such approval is required by: (A)
action of the Board, (B) applicable corporate law or (C) any other applicable law;

(ii) shareholders must approve any amendment of this Plan to the extent the Company determines such approval is required by: (A)
Section 16 of the Exchange Act, (B) the Code, (C) the listing requirements of any principal securities exchange or market on which
the Shares are then traded or (D) any other applicable law; and

(iii) shareholders must approve any of the following Plan amendments: (A) an amendment to materially increase any number of
Shares specified in Section 6(a) or 6(d) (except as permitted by Section 15); or (B) an amendment to the provisions of Section
13(e).

(c) Amendment, Modification or Cancellation of Awards. Except as provided in Section 13(e) and subject to the requirements of this
Plan, the Committee may modify or amend any Award or waive any restrictions or conditions applicable to any Award or the
exercise of the Award, and the terms and conditions applicable to any Awards may at any time be amended, modified or canceled
by mutual agreement between the Committee and the Participant or any other person(s) as may then have an interest in the
Award, so long as any amendment or modification does not increase the number of Shares issuable under this Plan (except as
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permitted by Section 15), but the Committee need not obtain Participant (or other interested party) consent for the cancellation of
an Award pursuant to the provisions of Section 15(a) or the modification of an Award to the extent deemed necessary to comply
with any applicable law or the listing requirements of any principal securities exchange or market on which the Shares are then
traded, or to preserve favorable accounting treatment of any Award for the Company.
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(d) Survival of Authority and Awards. Notwithstanding the foregoing, the authority of the Board and the Committee under this
Section 13 will extend beyond the date of this Plan�s termination. In addition, termination of this Plan will not affect the rights of
Participants with respect to Awards previously granted to them, and all unexpired Awards will continue in force and effect after
termination of this Plan except as they may lapse or be terminated by their own terms and conditions.

(e) Repricing Prohibited. Notwithstanding anything in this Plan to the contrary, and except for the adjustments provided in Section
15, neither the Committee nor any other person may decrease the exercise price for any outstanding Option after the date of grant
nor allow a Participant to surrender an outstanding Option to the Company as consideration for the grant of a new Option with a
lower exercise price.

(f) Foreign Participation. To assure the viability of Awards granted to Participants employed in foreign countries, the Committee
may provide for such special terms as it may consider necessary or appropriate to accommodate differences in local law, tax policy
or custom. Moreover, the Committee may approve such supplements to, or amendments, restatements or alternative versions of,
this Plan as it determines is necessary or appropriate for such purposes. Any such amendment, restatement or alternative versions
that the Committee approves for purposes of using this Plan in a foreign country will not affect the terms of this Plan for any other
country. In addition, all such supplements, amendments, restatements or alternative versions must comply with the provisions of
Section 13(b)(ii).

14.    Taxes. The Company is entitled to withhold the amount of any tax attributable to any amount payable or Shares deliverable
under this Plan after giving the person entitled to receive such amount or Shares notice as far in advance as practicable, and the
Company may defer making payment or delivery if any such tax may be pending unless and until indemnified to its satisfaction. If
Shares are deliverable upon exercise or payment of an Award, the Committee may permit a Participant to satisfy all or a portion of
the federal, state and local withholding tax obligations arising in connection with such Award by electing to (a) have the Company
withhold Shares otherwise issuable under the Award, (b) tender back Shares received in connection with such Award or (c) deliver
other previously owned Shares, in each case having a Fair Market Value equal to the amount to be withheld. However, the amount
to be withheld may not exceed the total minimum federal, state and local tax withholding obligations associated with the
transaction. The election must be made on or before the date as of which the amount of tax to be withheld is determined and
otherwise as the Committee requires.

15.    Adjustment Provisions; Change of Control.

(a) Adjustment of Shares. If the Committee determines that any dividend or other distribution (whether in the form of cash, Shares,
other securities, or other property), recapitalization, stock split, reverse stock split, reorganization, merger, consolidation, split-up,
spin-off, combination, repurchase, or exchange of Shares or other securities of the Company, issuance of warrants or other rights
to purchase Shares or other securities of the Company, or other similar corporate transaction or event affects the Shares such that
the Committee determines an adjustment to be appropriate to prevent dilution or enlargement of the benefits or potential benefits
intended to be made available under this Plan, then, subject to Participants� rights under Section 15(c), the Committee may, in such
manner as it may deem equitable, adjust any or all of (i) the number and type of Shares subject to this Plan (including the number
and type of Shares described in Sections 6(a) and 6(d)) and which may after the event be made the subject of Awards under this
Plan, (ii) the number and type of Shares subject to outstanding Awards, and (iii) the grant, purchase, or exercise price with respect
to any Award. In any such case, the Committee may also (or in lieu of the foregoing) make provision for a cash payment to the
holder of an outstanding Award in exchange for the cancellation of all or a portion of the Award (without the consent of the holder of
an Award) in an amount determined by the Committee effective at such time as the Committee specifies (which may be the time
such transaction or event is effective),
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but if such transaction or event constitutes a Change of Control, then (A) such payment shall be at least as favorable to the holder
as the greatest amount the holder could have received in respect of such Award under Section 15(c) and (B) from and after the
Change of Control, the Committee may make such a provision only if the Committee determines that doing so is necessary to
substitute, for each Share then subject to an Award, the number and kind of shares of stock, other securities, cash or other
property to which holders of Stock are or will be entitled in respect of each Share pursuant to the transaction or event in
accordance with the last sentence of this Section 15(a). However, in each case, with respect to Awards of incentive stock options,
no such adjustment may be authorized to the extent that such authority would cause this Plan to violate Code Section 422(b).
Further, the number of Shares subject to any Award payable or denominated in Shares must always be a whole number. In any
event, Options previously granted to Non-Employee Directors at the time of any event described in this Section 15(a) are subject to
only such adjustments as are necessary to maintain the relative proportionate interest the Options represented immediately prior to
any such event and to preserve, without exceeding, the value of such Options. Without limitation, subject to Participants� rights
under Section 15(c), in the event of any reorganization, merger, consolidation, combination or other similar corporate transaction or
event, whether or not constituting a Change of Control (other than any such transaction in which the Company is the continuing
corporation and in which the outstanding Stock is not being converted into or exchanged for different securities, cash or other
property, or any combination thereof), the Committee may substitute, on an equitable basis as the Committee determines, for each
Share then subject to an Award, the number and kind of shares of stock, other securities, cash or other property to which holders of
Stock are or will be entitled in respect of each Share pursuant to the transaction.

(b) Issuance or Assumption. Notwithstanding any other provision of this Plan, and without affecting the number of Shares otherwise
reserved or available under this Plan, in connection with any merger, consolidation, acquisition of property or stock, or
reorganization, the Committee may authorize the issuance or assumption of awards under this Plan upon such terms and
conditions as it may deem appropriate.

(c) Change of Control. Except to the extent the Committee provides a result more favorable to holders of Awards (either in an
award agreement or at the time of a Change of Control), in the event of a Change of Control:

(i) each holder of an Option or SAR (A) shall have the right at any time thereafter to exercise the Option or SAR in full whether or
not the Option or SAR was theretofore exercisable; and (B) shall have the right, exercisable by written notice to the Company within
60 days after the Change of Control, to receive, in exchange for the surrender of the Option or SAR, an amount of cash equal to
the excess of the Change of Control Price of the Shares covered by the Option or SAR that is so surrendered over the purchase or
grant price of such Shares under the Award;

(ii) Restricted Stock that is not then vested shall vest upon the date of the Change of Control and each holder of such Restricted
Stock shall have the right, exercisable by written notice to the Company within 60 days after the Change of Control, to receive, in
exchange for the surrender of such Restricted Stock, an amount of cash equal to the Change of Control Price of such Restricted
Stock;

(iii) each holder of a Performance Share and/or Performance Unit for which the performance period has not expired shall have the
right, exercisable by written notice to the Company within 60 days after the Change of Control, to receive, in exchange for the
surrender of the Performance Share and/or Performance Unit, an amount of cash equal to the product of the value of the
Performance Share and/or Performance Unit and a fraction the numerator of which is the number of whole months that have
elapsed from the beginning of the performance period to which the Award is subject to the date of the Change of Control and the
denominator of which is the number of whole months in the performance period;
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(iv) each holder of a Performance Share and/or Performance Unit that has been earned but not yet paid shall receive an amount of
cash equal to the value of the Performance Share and/or Performance Unit; and

(v) all Annual and Long-Term Incentive Awards that are earned but not yet paid shall be paid, and all Annual and Long-Term
Incentive Awards that are not yet earned shall be deemed to have been earned pro rata, as if the Performance Goals are attained
as of the effective date of the Change of Control, by taking the product of (A) the Participant�s target award opportunity for the
period to which the Award is subject, and (B) a fraction, the numerator of which is the number of whole months that have elapsed
from the beginning of the performance period to which the Award is subject to the date of the Change of Control and the
denominator of which is the number of whole months in the performance period.

For purposes of this Section 15, the �value� of a Performance Share shall be equal to, and the �value� of a Performance Unit the value
of which is equal to the Fair Market Value of one or more Shares shall be based on, the Change of Control Price.

Except as otherwise expressly provided in any agreement between a Participant and the Company (including where any such
agreement makes reference to corresponding provisions of the 1990 Plan rather than this Plan), if the receipt of any payment by a
Participant under the circumstances described above would result in the payment by the Participant of any excise tax provided for
in Section 280G and Section 4999 of the Code, then the amount of such payment shall be reduced to the extent required to prevent
the imposition of such excise tax.

16.    Miscellaneous.

(a) Other Terms and Conditions. The grant of any Award may also be subject to other provisions (whether or not applicable to the
Award granted to any other Participant) as the Committee determines appropriate, including, without limitation, provisions for:

(i) one or more means to enable Participants to defer the delivery of Shares or recognition of taxable income relating to Awards or
cash payments derived from the Awards on such terms and conditions as the Committee determines, including, by way of example,
the form and manner of the deferral election, the treatment of dividends paid on the Shares during the deferral period or a means
for providing a return to a Participant on amounts deferred, and the permitted distribution dates or events (provided that no such
deferral means may result in an increase in the number of Shares issuable under this Plan);

(ii) the payment of the purchase price of Options by delivery of cash or other Shares or other securities of the Company (including
by attestation) having a then Fair Market Value equal to the purchase price of such Shares, or by delivery (including by fax) to the
Company or its designated agent of an executed irrevocable option exercise form together with irrevocable instructions to a
broker-dealer to sell or margin a sufficient portion of the Shares and deliver the sale or margin loan proceeds directly to the
Company to pay for the exercise price;

(iii) provisions giving the Participant the right to receive dividend payments or dividend equivalent payments with respect to the
Shares subject to the Award (both before and after the Shares subject to the Award are earned, vested or acquired), which
payments may be either made currently or credited to an account for the Participant which provides for the deferral of such
amounts until a stated time, and may be settled in cash or Shares, as the Committee determines;
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(iv) restrictions on resale or other disposition of Shares; and

(v) compliance with federal or state securities laws and stock exchange requirements.
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(b) Employment and Service. The issuance of an Award shall not confer upon a Participant any right with respect to continued
employment or service with the Company or any Affiliate, or the right to continue as a Director. Unless determined otherwise by the
Committee, for purposes of the Plan and all Awards, the following rules shall apply:

(i) a Participant who transfers employment between the Corporation and its Subsidiaries, or between Subsidiaries, will not be
considered to have terminated employment;

(ii) a Participant who ceases to be a Non-Employee Director because he or she becomes an employee of the Company or a
Subsidiary shall not be considered to have ceased service as a Director with respect to any Award until such Participant�s
termination of employment with the Company and its Subsidiaries;

(iii) a Participant who ceases to be employed by the Company or a Subsidiary and immediately thereafter becomes a
Non-Employee Director, a non-employee director of a Subsidiary, or a consultant to the Company or any Subsidiary shall not be
considered to have terminated employment until such Participant�s service as a director of, or consultant to, the Company and its
Subsidiaries has ceased; and

(iv) a Participant employed by a Subsidiary will be considered to have terminated employment when such entity ceases to be a
Subsidiary.

(c) No Fractional Shares. No fractional Shares or other securities may be issued or delivered pursuant to this Plan, and the
Committee may determine whether cash, other securities or other property will be paid or transferred in lieu of any fractional
Shares or other securities, or whether such fractional Shares or other securities or any rights to fractional Shares or other securities
will be canceled, terminated or otherwise eliminated.

(d) Unfunded Plan. This Plan is unfunded and does not create, and should not be construed to create, a trust or separate fund with
respect to this Plan�s benefits. This Plan does not establish any fiduciary relationship between the Company and any Participant or
other person. To the extent any person holds any rights by virtue of an Award granted under this Plan, such rights are no greater
than the rights of the Company�s general unsecured creditors.

(e) Requirements of Law and Securities Exchange. The granting of Awards and the issuance of Shares in connection with an
Award are subject to all applicable laws, rules and regulations and to such approvals by any governmental agencies or national
securities exchanges as may be required. Notwithstanding any other provision of this Plan or any award agreement, the Company
has no liability to deliver any Shares under this Plan or make any payment unless such delivery or payment would comply with all
applicable laws and the applicable requirements of any securities exchange or similar entity, and unless and until the Participant
has taken all actions required by the Company in connection therewith. The Company may impose such restrictions on any Shares
issued under the Plan as the Company determines necessary or desirable to comply with all applicable laws, rules and regulations
or the requirements of any national securities exchanges.

(f) Governing Law. This Plan, and all agreements under this Plan, will be construed in accordance with and governed by the laws of
the State of Wisconsin, without reference to any conflict of law principles. Any legal action or proceeding with respect to this Plan,
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any Award or any award agreement, or for recognition and enforcement of any judgment in respect of this Plan, any Award or any
award agreement, may only be heard only in a �bench� trial, and any party to such action or proceeding shall agree to waive its right
to a jury trial.

(g) Limitations on Actions. Any legal action or proceeding with respect to this Plan, any Award or any award agreement must be
brought within one year (365 days) after the day the complaining party first knew or should have known of the events giving rise to
the complaint.
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(h) Construction. Whenever any words are used herein in the masculine, they shall be construed as though they were used in the
feminine in all cases where they would so apply; and wherever any words are used in the singular or plural, they shall be construed
as though they were used in the plural or singular, as the case may be, in all cases where they would so apply. Title of sections are
for general information only, and this Plan is not to be construed with reference to such titles.

(i) Severability. If any provision of this Plan or any award agreement or any Award (i) is or becomes or is deemed to be invalid,
illegal or unenforceable in any jurisdiction, or as to any person or Award, or (ii) would disqualify this Plan, any award agreement or
any Award under any law the Committee deems applicable, then such provision should be construed or deemed amended to
conform to applicable laws, or if it cannot be so construed or deemed amended without, in the determination of the Committee,
materially altering the intent of this Plan, award agreement or Award, then such provision should be stricken as to such jurisdiction,
person or Award, and the remainder of this Plan, such award agreement and such Award will remain in full force and effect.
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CLASS A COMMON STOCK

PROXY

OSHKOSH TRUCK CORPORATION

Revocable Proxy for 2004 Annual Meeting of Shareholders

THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS

I hereby appoint Robert G. Bohn and Bryan J. Blankfield, and each of them, each with full power to act without the other, and each with full power of
substitution (the �Proxies�), as my proxy to vote all shares of Class A Common Stock I am entitled to vote at the Annual Meeting of Shareholders of
Oshkosh Truck Corporation (the �Company�) to be held at the Experimental Aircraft Association Museum, 3000 Poberezny Road, Oshkosh,
Wisconsin, at 10:00 a.m. on Tuesday, February 3, 2004, or at any adjournment thereof, as set forth herein, hereby revoking any proxy previously
given.

THIS PROXY WHEN PROPERLY EXECUTED WILL BE VOTED IN THE MANNER DIRECTED HEREIN BY THE
UNDERSIGNED SHAREHOLDER.

IF NO DIRECTION IS MADE, THEN THE PROXY WILL BE VOTED �FOR� ALL NOMINEES LISTED IN ITEM 1 AND �FOR� THE
PROPOSAL TO APPROVE THE OSHKOSH TRUCK CORPORATION 2004 INCENTIVE STOCK AND AWARDS PLAN.

In their discretion, the Proxies are authorized to vote upon such other business as may properly come before the meeting.

PLEASE MARK, SIGN AND DATE BELOW

DETACH AND RETURN PROMPTLY USING THE ENVELOPE PROVIDED

ANNUAL MEETING CLASS A COMMON STOCK PROXY CARD

A. Election of Class A Directors

1. The Board of Directors recommends a vote FOR the listed nominees.
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For Withhold For Withhold
01 J. William Andersen ¨ ¨ 05 Kathleen J. Hempel ¨ ¨

02 Robert G. Bohn ¨ ¨ 06 J. Peter Mosling, Jr. ¨ ¨

03 Frederick M. Franks, Jr. ¨ ¨ 07 Stephen P. Mosling ¨ ¨

04 Michael W. Grebe ¨ ¨ ¨ ¨

B. Issues

The Board of Directors recommends a vote FOR the following proposal.

For Against Abstain
2. Proposal to approve the Oshkosh Truck Corporation 2004 Incentive Stock and
Awards Plan. ¨ ¨ ¨

3. In their discretion, the Proxies are authorized to vote upon such other business as may properly come before the meeting.

¨ Mark this box with an X if you
have made changes to your
name or address details above.

Holder Account Number

C. Authorized Signatures � Sign Here � This
section must be completed for your
instructions to be executed.

Signature(s) in Box

I hereby acknowledge receipt of the Notice of said Annual Meeting and
the accompanying Proxy Statement and Annual Report.

Note: Please sign name exactly as it appears hereon. When signed as
attorney, executor, trustee or guardian, please add title. For joint
accounts, each owner should sign.

Date (mm/dd/yyy)                                                      
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COMMON STOCK

PROXY

OSHKOSH TRUCK CORPORATION

Revocable Proxy for 2004 Annual Meeting of Shareholders

THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS

I hereby appoint Robert G. Bohn and Bryan J. Blankfield, and each of them, each with full power to act without the other, and each
with full power of substitution (the �Proxies�), as my proxy to vote all shares of Common Stock I am entitled to vote at the Annual
Meeting of Shareholders of Oshkosh Truck Corporation (the �Company�) to be held at the Experimental Aircraft Association
Museum, 3000 Poberezny Road, Oshkosh, Wisconsin, at 10:00 a.m. on Tuesday, February 3, 2004, or at any adjournment thereof,
as set forth herein, hereby revoking any proxy previously given.

THIS PROXY WHEN PROPERLY EXECUTED WILL BE VOTED IN THE MANNER DIRECTED HEREIN BY THE
UNDERSIGNED SHAREHOLDER.

IF NO DIRECTION IS MADE, THEN THE PROXY WILL BE VOTED �FOR� ALL NOMINEES LISTED IN ITEM 1.

In their discretion, the Proxies are authorized to vote upon such other business as may properly come before the meeting.

PLEASE MARK, SIGN AND DATE BELOW

DETACH AND RETURN PROMPTLY USING THE ENVELOPE PROVIDED

ANNUAL MEETING COMMON STOCK PROXY CARD

A. Election of Directors

1. The Board of Directors recommends a vote FOR the listed nominees.

Edgar Filing: China Netcom Group CORP (Hong Kong) LTD - Form 6-K

Table of Contents 100



For Withhold
01 Richard M. Donnelly ¨ ¨

02 Donald V. Fites ¨ ¨

03 Richard G. Sim ¨ ¨

2. In their discretion, the Proxies are authorized to vote upon such other business as may properly come before the meeting.

¨ Mark this box with an X if you
have made changes to your
name or address details above.

Holder Account Number

B. Authorized Signatures � Sign Here � This
section must be completed for your
instructions to be executed.

Signature(s) in Box

I hereby acknowledge receipt of the Notice of said Annual Meeting and
the accompanying Proxy Statement and Annual Report.

Note: Please sign name exactly as it appears hereon. When signed as
attorney, executor, trustee or guardian, please add title. For joint
accounts, each owner should sign.

Date (mm/dd/yyyy)                                                      
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