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Forward-Looking Statements

This annual report contains certain forward-looking statements within the meaning of Section 27A of the Securities Act of 1933,
as amended, and Section 21E of the Securities Exchange Act of 1934, as amended. These forward-looking statements are, by their
nature, subject to significant risks and uncertainties, and include, without limitation, statements relating to:

o our business strategies;
. our operations and business prospects;

. our network expansion plans and related capital expenditure plans, including, among others, those relating to third
generation mobile telecommunications technology, or 3G, network constructions;

. the planned development of new mobile technologies and other technologies and related applications;
. the expected impact of tariff changes on our business, financial condition and results of operations;
. the expected impact of new services on our business, financial condition and results of operations; and

. future developments in the telecommunications industry in Mainland China, including the restructuring of the industry and
changes in government policies and the industry regulatory environment.

9 9 < LLINT3

The words “anticipate”, “believe”, “estimate”, “expect”, “intend” and similar expressions, as they relate to us, are intended to
identify certain of such forward-looking statements. We do not intend to update these forward-looking statements.

These forward-looking statements reflect our current views with respect to future events and are not a guarantee of future
performance. Actual results may differ materially from information contained in the forward-looking statements as a result of a
number of factors, including, without limitation:

. any changes in the regulatory policies of the PRC Ministry of Information Industry and other relevant government
authorities, which could affect, among other things, the granting of requisite government approvals, licenses and permits,
interconnection and transmission line arrangements, tariff policies, capital investment priorities, the provision of telephone
services in rural areas of China, and spectrum and numbering resources allocation;

. the effect of competition on the demand for and price of our services;

. changes in mobile telephony and related technologies, which could affect the viability and competitiveness of our mobile
telecommunications networks; and

. changes in political, economic, legal and social conditions in Mainland China, including, without limitation, the Chinese
government’s policies with respect to new entrants in the telecommunications industry, the entry of foreign companies into
Mainland China’s telecommunications market, Mainland China’s continued economic growth.

In addition, our future network expansion and other capital expenditure and development plans are dependent on numerous
factors, including, among others:

. our ability to obtain adequate financing on acceptable terms;

. the adequacy of currently available spectrum or the availability of additional spectrum;
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. the availability of transmission lines and equipment, and the availability of the requisite number of sites for locating
network equipment, on reasonable commercial terms;

. our ability to develop or obtain new technology and related applications; and

. the availability of qualified management and technical personnel.

Special note on our financial information and
certain statistical information presented in this Annual Report

As required under generally accepted accounting principles in Hong Kong, or Hong Kong GAAP, we adopted the purchase
accounting method to account for our acquisitions of various regional mobile telecommunications companies and other
telecommunications assets, as described in “Item 4. Information on the Company — The History and Development of the Company”.
Accordingly, our consolidated financial statements and, except as otherwise noted, all other Hong Kong GAAP financial information
presented in this annual report, include the results of these companies only from the respective dates of acquisition.

In prior years, positive goodwill arising from acquisitions was eliminated against reserves, and negative goodwill arising
from acquisitions was credited to a capital reserve. Effective January 1, 2001, in order to comply with Statement of Standard
Accounting Practice, or SSAP, 30 “Business combinations”, issued by the Hong Kong Society of Accountants, we adopted a new
accounting policy for goodwill. For acquisitions after January 1, 2001, positive goodwill arising from acquisitions is amortized to the
consolidated statements of income on a straight-line basis over its estimated useful life, which shall not exceed 20 years. Positive
goodwill is stated in the consolidated balance sheet at cost less any accumulated amortization and any impairment losses. Despite a
change in accounting policy for goodwill, goodwill arising from acquisitions prior to January 2001 has not been adjusted as we have
taken advantage of the transitional provisions set out in paragraph 88 of SSAP 30 to the effect that the new accounting policy has
been adopted prospectively only from January 1, 2001 onwards.

Under generally accepted accounting principles in the United States, or U.S. GAAP, as a result of our being under common
control with each of these companies prior to the acquisitions, each of the acquisitions was considered to be a “combination of entities
under common control”. Under U.S. GAAP, combinations of entities under common control are accounted for under the “as if
pooling-of-interests” method, whereby assets and liabilities are accounted for at historical cost and the financial statements of
previously separate companies for periods prior to the combination generally are restated on a combined basis. See “Item 5. Operating
and Financial Review and Prospects”.

Prior to 2003, deferred tax liabilities were provided using the liability method in respect of the taxation effect arising from
all material timing differences between the accounting and tax treatment of income and expenditure, which were expected with
reasonable probability to crystallize in the foreseeable future. Deferred tax assets were not recognized unless their realization was
assured beyond reasonable doubt. With effect from January 1, 2003, in order to comply with Statement of Standard Accounting
Practice (“SSAP 12 (revised)”) issued by the Hong Kong Society of Accountants, we adopted a new accounting policy for deferred
tax. Under our current accounting policy, deferred tax liabilities are provided in full on taxable temporary differences, while deferred
tax assets are recognized to the extent that it is probable that future taxable profits will be available against which the deductible
temporary differences can be utilized. As a result, goodwill, deferred tax assets, deferred tax liabilities and reserves in the
consolidated balance sheets have been restated. In addition, deferred tax assets and deferred tax liabilities have been reclassified into
non-current assets and liabilities, respectively. Income tax in the consolidated statements of income have also been revised.
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The statistical information set forth in this annual report relating to Mainland China is taken or derived from various
publicly available government publications that have not been prepared or independently verified by us. This statistical information
may not be consistent with other statistical information from other sources within or outside Mainland China.
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PART I

Item 1. Identity of Directors, Senior Management and Advisers.
Not applicable.

Item 2. Offer Statistics and Expected Timetable.
Not applicable.

Item 3. Key Information.
Selected Financial Data

The following tables present selected historical financial data of our company as of and for each of the years in the five-
year period ended December 31, 2004. The selected historical income statement data for the years ended December 31, 2002, 2003
and 2004 and the selected historical balance sheet data as of December 31, 2003 and 2004 set forth below are derived from, and
should be read in conjunction with, and are qualified in their entirety by reference to, our audited consolidated financial statements,
including the related notes, included elsewhere in this annual report. The selected historical Hong Kong GAAP income statement data
for the year ended December 31, 2000 and 2001 and the selected historical Hong Kong GAAP balance sheet data as of December 31,
2000, 2001 and 2002 are derived from our audited financial statements that are not included in this annual report.

Our consolidated financial statements are prepared and presented in accordance with Hong Kong GAAP. As required
under Hong Kong GAAP, we adopted the purchase accounting method to account for our acquisitions of the various regional mobile
telecommunications companies and other telecommunications assets, as described in “Item 4. Information on the Company — The
History and Development of the Company”. Accordingly, our consolidated financial statements and, except as otherwise noted, all
other Hong Kong GAAP financial information presented in this annual report, include the results of these companies only from the
respective dates of acquisition. In contrast, under U.S. GAAP, our acquisitions of these companies are each considered a combination
of entities under common control which would be accounted for under the “as if pooling-of-interests” method, whereby assets and
liabilities are accounted for at historical cost and the accounts of previously separate companies for periods prior to the combination
generally are restated on a combined basis. For information regarding significant differences between Hong Kong GAAP and U.S.
GAAP as they relate to us, and the effects of such differences on net profit for the years ended December 31, 2002, 2003 and 2004
and shareholders’ equity as of December 31, 2003 and 2004, see note 32 to our consolidated financial statements. In addition, our
condensed consolidated financial statements prepared and presented in accordance with U.S. GAAP for the relevant periods are set
forth in note 32 to our consolidated financial statements.
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Income Statement Data:

Hong Kong GAAP

Operating revenue

Operating expenses

Operating profit

Write-down and write-off of analog network equipment
Profit before tax and minority interest

Income tax

Net profit

Basic net profit per shareV
Diluted net profit per share
Basic net profit per ADS®

Diluted net profit per ADS®

Shares utilized in basic calculation (in thousands)
Shares utilized in diluted calculation (in thousands)
U.S. GAAP®

Operating revenue

Operating expenses

Operating profit

Profit before tax and minority interest

Income tax

Net profit

Basic net profit per share”

Diluted net profit per share

Basic net profit per ADS®

Diluted net profit per ADS®
Share utilized in basic calculation (in thousands)
Share utilized in diluted calculation (in thousands)
Balance Sheet Data:
Hong Kong GAAP
Current assets
Cash and cash equivalents
Deposits with banks
Accounts receivable
Fixed assets
Total assets
Total short-term debt®
Total long-term debt®
Fixed rate notes®
Convertible notes
Bonds
Deferred payable®
Total liabilities™
Share capital
Shareholders’ equity

As of or for the year ended December 31,
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2000

2001

2002

2003

2004

2004

RMB RMB RMB RMB RMB US$
(in millions, except share, per share and per ADS information)

64,984 100,331 128,561 158,604 192,381 23,244
38,158 59,319 79,765 105,401 132,647 16,027
26,826 41,012 48,796 53,203 59,734 7,217
1,525 — — — — —
26,393 41,717 48,978 52,959 61,206 7,395
8,153 13,763 16,375 17,412 19,180 2,317
18,240 27,955 32,601 35,556 42,004 5,075
1.27 1.50 1.70 1.81 2.14 0.26
1.27 1.50 1.70 1.81 2.13 0.26
6.34 7.51 8.51 9.04 10.68 1.29
6.33 7.51 8.50 9.03 10.65 1.29
14,394,313 18,605,371 19,151,322 19,671,654 19,673,185 19,673,185
14,409,503 18,698,023 19,243,050 19,762,812 19,774,093 19,774,093
126,235 143,347 162,959 180,281 204,264 24,680
89,516 90,939 105,991 123,602 143,003 17,278
36,719 52,408 56,968 56,679 61,261 7,402
36,582 53,714 58,404 58,520 64,847 7,835
11,928 16,886 18,986 19,009 19,764 2,388
24,653 36,829 39,416 39,520 45,061 5,444
1.33 1.90 2.01 2.01 2.29 0.28
1.33 1.89 2.01 2.01 2.29 0.28
6.67 9.48 10.07 10.05 11.45 1.38
6.66 9.46 10.06 10.03 11.43 1.38
18,493,862 19,432,886 19,561,679 19,671,654 19,673,185 19,673,185
18,509,052 19,525,538 19,653,406 19,762,812 19,774,093 19,774,093
27,702 21,821 32,575 39,129 45,149 5,455
12,204 14,970 11,069 17,227 20,264 2,448
7,252 5,728 6,066 6,116 6,553 792
87,465 105,208 165,409 171,604 218,063 26,347
157,702 174,953 286,021 307,303 368,752 44,553
12,095 5,439 8,200 8,174 2,523 304
13,708 6,739 12,676 672 — —
4,953 4,956 4,961 4,984 — _
5,708 5,708 5,711 5,735 5,725 692
— 5,000 13,000 13,000 13,000 1,571
— — 15,176 9,976 23,633 2,855
72,661 61,938 112,565 108,318 135,348 16,353
1,986 1,986 2,099 2,099 2,102 254
85,024 112,983 173,265 198,803 233,161 28,171
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As of or for the year ended December 31,

2000 2001 2002 2003 2004 2004
RMB RMB RMB RMB RMB US$

(in millions, except share, per share and per ADS information)

U.S. GAAP®

Fixed assets 126,833 166,195 197,933 206,635 218,602 26,412
Total assets 226,513 274,880 293,768 316,898 334,003 40,355
Total long-term debt® 29,465 11,803 12,687 672 — —
Fixed rate notes® 4,953 4,956 4,961 4,984 — —
Convertible notes 5,708 5,708 5,711 5,735 5,725 692
Bonds — 5,000 13,000 13,000 13,000 1,571
Deferred payable® — — 15,176 9,976 23,633 2,855
Shareholders’ equity 101,877 153,572 159,936 190,828 198,119 23,937
Other Financial Data:

Hong Kong GAAP

Capital expenditures® 21,964 39,500 41,000 43,871 59,143 7,146
Net cash from operating activities 35,449 50,971 69,422 85,534 103,779 12,538
Net cash used in investing activities (91,869) (45,248) (64,117) (54,292) (73,302) (8,857)
Net cash from/(used in) financing activities 64,773 (11,604) 5,449 (24,688) (24,457) (2,954)
Dividend declared or proposed — — 6,678 7,517 13,7789 1,666
U.S. GAAP®

Net cash flow from operating activities 62,624 67,903 88,429 93,131 111,112 13,425
Dividend declared or proposed — — 6,678 7,517 13,789 1,666
(1) The basic net profit per share and per ADS amounts under Hong Kong GAAP for the years ended December 31, 2000, 2001,

@

3
“)

2002, 2003 and 2004 have been computed by dividing net profit by the weighted average number of shares and the weighted
average number of ADSs, respectively, outstanding during 2000, 2001, 2002, 2003 and 2004. The calculation of diluted net
profit per share under Hong Kong GAAP for the years ended December 31, 2000, 2001, 2002, 2003 and 2004 have been
compiled after adjusting for the effects of all dilutive potential ordinary shares, respectively.

The basic net profit per share and per ADS amounts under U.S. GAAP for the years ended December 31, 2000, 2001 and 2002
have been computed by dividing net profit by the weighted average number of shares and the weighted average number of
ADSs, respectively, as if 3,779,407,375 ordinary shares representing 755,881,475 ADSs issued to China Mobile Hong Kong
(BVI) Limited as part of the consideration in the acquisition of Beijing Mobile, Shanghai Mobile, Tianjin Mobile, Hebei Mobile,
Liaoning Mobile, Shandong Mobile and Guangxi Mobile, 827,514,446 ordinary shares representing 165,502,889 ADSs issued
to China Mobile Hong Kong (BVI) Limited as part of the consideration in the acquisition of Anhui Mobile, Jiangxi Mobile,
Chongqing Mobile, Sichuan Mobile, Hubei Mobile, Hunan Mobile, Shaanxi Mobile and Shanxi Mobile were outstanding during
these periods (in addition to shares actually issued during these years). The basic net profit per share and per ADS amount under
U.S. GAAP for the year ended December 31, 2003 and 2004 has been computed by dividing net profit by the weighted average
number of shares and weighted average number of ADSs outstanding during 2003 and 2004. The calculation of diluted net profit
per share under U.S. GAAP for the years ended December 31, 2000, 2001, 2002, 2003 and 2004 have been compiled after
adjusting for the effects of all dilutive potential ordinary shares, respectively. For the years ended December 31, 2000, 2001,
2002, 2003 and 2004 all dilutive potential ordinary shares resulting from the share options granted to the directors and
employees under the share option scheme would decrease profit attributable to shareholders per share. In 2000, since all
potential ordinary shares resulting from the convertible notes would increase profit attributable to shareholders per share as a
result of savings on interest payable on the convertible notes, the anti-dilutive effects of potential ordinary shares were not taken
into account in calculating diluted earnings per share. For the years ended December 31, 2001, 2002, 2003 and 2004 all dilutive
potential ordinary shares resulting from convertible notes would decrease profit attributable to shareholders per share.

The amounts for the years ended December 31, 2000, 2001, 2002, 2003 and 2004 are presented to reflect our acquisitions of the
various regional mobile telecommunications companies and other telecommunications assets under the “as if pooling-of-
interests” method, as well as the effects of other differences between Hong Kong GAAP and U.S. GAAP.

Includes short-term bank and other loans, current portion of long-term bank and other loans and current portion of capital lease
obligations.

Includes long-term bank and other loans and obligations under capital leases, net of current portion.
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The fixed rate notes issued on November 2, 1999 with a principal amount of US$600 million were fully redeemed on November
2,2004.

Represents the balance of the purchase consideration payable to China Mobile Hong Kong (BVI) Limited for our acquisition of
the eight regional mobile telecommunications companies in 2002 and for our acquisition of the ten regional mobile
telecommunications companies and other telecommunications assets in 2004, as applicable. See “Item 4. Information on the
Company”.

Excludes minority interest.

Represents payments made for capital expenditures during the year.
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Exchange Rate Information

We publish our consolidated financial statements in Renminbi. Solely for the convenience of the reader, this annual report
contains translations of certain Renminbi and Hong Kong dollar amounts into U.S. dollars and vice versa at RMB8.2765 = US$1.00
and HK$7.7723 = US$1.00, the noon buying rates in New York City for cable transfers as certified for customs purposes by the
Federal Reserve Bank of New York on December 31, 2004. These translations should not be construed as representations that the
Renminbi or Hong Kong dollar amounts could actually be converted into U.S. dollars at such rates or at all.

The noon buying rates in New York City for cable transfers as certified for customs purposes by the Federal Reserve Bank
of New York were RMB8.2765 = US$1.00 and HK$7.7781 = US$1.00, respectively, on June 10, 2005. The following table sets forth
the high and low noon buying rates between Renminbi and U.S. dollars and between Hong Kong dollars and U.S. dollars for each
month during the previous six months:

Noon Buying Rate
RMB per US$1.00 HKS$ per US$1.00
High Low High Low

December 2004 8.2767 8.2765  December 2004 7.7821 7.7698
January 2005 8.2765 8.2765  January 2005 7.7994 7.7775
February 2005 8.2765 8.2765  February 2005 7.7999 7.7984
March 2005 8.2765 8.2765  March 2005 7.7998 7.7987
April 2005 8.2765 8.2765  April 2005 7.7995 7.7946
May 2005 8.2765 8.2765  May 2005 7.7995 1.7767
June 2005 (as of June 10) 8.2765 8.2765 June 2005 (as of June 10) 7.7842 7.7781

The following table sets forth the average noon buying rates between Renminbi and U.S. dollars and between Hong Kong
dollars and U.S. dollars for each of 2000, 2001, 2002, 2003 and 2004, calculated by averaging the noon buying rates on the last day of
each month during the relevant year.

Average Noon Buying Rate

RMB per US$1.00 HKS$ per US$1.00
2000 8.2784 7.7936
2001 8.2772 7.7997
2002 8.2772 7.7996
2003 8.2771 7.7864
2004 8.2768 7.7899
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Risk Factors

We wish to caution readers that the following important factors, and those important factors described in other reports submitted
to, or filed with, the Securities and Exchange Commission, among other factors, could affect our actual results and could cause our
actual results to differ materially from those expressed in any forward-looking statements made by us or on our behalf and that such
factors may adversely affect our business and financial status and therefore the value of your investment:

Risks Relating to Our Business

Extensive government regulation may limit our flexibility to respond to market conditions, competition or changes in our cost
structure.

The PRC Ministry of Information Industry regulates, among other things, the following areas of the telecommunications
industry under the leadership of the State Council of China:

. formulating and enforcing industry policy, standards and regulations;
. granting telecommunications licenses and permits;
. formulating interconnection and settlement standards for implementation between telecommunications networks;

. together with other relevant regulatory authorities, formulating tariff and service charge standards for certain
telecommunications services;

. supervising the operations of telecommunications services providers;
. promoting fair and orderly market competition among operators; and

. allocating and administering public telecommunications resources, such as radio frequencies, number resources, domain
names and addresses of telecommunications networks.

Other Chinese government authorities also take part in regulating tariff policies and foreign investment in the
telecommunications industry. The regulatory framework within which we operate may limit our flexibility to respond to market
conditions, competition or changes in our cost structure. Moreover, we cannot predict when or if changes in tariff policies or rates
may occur, including, for example, the possible implementation of a calling-party-pays tariff scheme. Although we and other
telecommunications services providers have, on a limited basis, offered certain localized or promotional calling packages which
incorporate some of the calling-party-pays features, the Chinese government has not yet implemented regulations to adopt the calling-
party-pays concept, and we cannot predict whether such regulations may be forthcoming or, if passed, what requirements the new
regulations might entail. Future adverse changes in tariff policies and rates could decrease our revenues and reduce our profitability.

We operate our businesses with approvals granted by the State Council and under licenses granted by the Ministry of
Information Industry. If these approvals or licenses are revoked or suspended, or if the conditions or other obligations relating to these
approvals or licenses are amended in any material respect, our business and operations will be materially and adversely affected.
Moreover, while we are actively preparing for 3G business, we cannot assure you that we will be granted the requisite approvals and
licenses by the Chinese government in a timely manner, or at all.

We may be affected by future regulatory changes.

To provide a uniform regulatory framework for the orderly development of the telecommunications industry, the Ministry
of Information Industry, under the direction of the State Council, is preparing a draft
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telecommunications law. If and when the telecommunications law is adopted by the National People’s Congress, it is expected to
become the fundamental telecommunications statute and the legal basis for telecommunications regulations in Mainland China. In
2000, the State Council promulgated a set of telecommunications regulations, or Telecommunications Regulations, that apply in the
interim period prior to the adoption of the telecommunications law. Although we expect that the telecommunications law will
positively affect the overall development of the telecommunications industry in Mainland China, we do not fully know what the
nature and scope of the telecommunications law will be. The telecommunications law and other new telecommunications regulations
or rules may contain provisions that could materially and adversely affect our business, financial condition and results of operations.

The PRC government may require major operators, including us, to provide universal services with specified obligations, and
we may not be compensated adequately for providing such services.

Under the Telecommunications Regulations, telecommunications operators in Mainland China are required to fulfill
universal service obligations in accordance with relevant regulations to be promulgated by the PRC government, and the Ministry of
Information Industry has the authority to delineate the scope of universal service obligations. The Ministry of Information Industry,
together with other PRC governmental authorities, is also responsible for formulating administrative rules relating to the
establishment of a universal service fund and compensation schemes for universal services. These rules have not yet been
promulgated, and there are currently no specific regulatory requirements relating to the provision of universal services in Mainland
China.

While the scope of specific universal services obligations is not yet clear, we believe that such services may include
mandatory provision of basic mobile telecommunications services in less economically developed areas in Mainland China and
mandatory contribution to a universal service fund. In addition, as part of the transitional measures prior to the formalization of a
universal service obligation framework, the Ministry of Information Industry has recently required major telecommunication service
providers in Mainland China, including China Mobile Communications Corporation, or CMCC, to participate in a project to provide
telephone services in a number of remote villages in Mainland China. However, it is currently uncertain as to whether we will be
required by the Ministry of Information Industry to maintain network facilities and provide telephone services as part of the
transitional measures. Furthermore, to the extent we are required to maintain such network facilities and provide such telephone
services, it is currently uncertain whether we will be adequately compensated by the government or be able to realize an adequate
return on investments for expanding networks to, and providing telecommunications services in, those less economically developed
areas due to potentially higher capital expenditure requirements, lower usage by customers and lack of flexibility in setting our tariffs.
We also cannot predict whether we will be required to make contribution to the universal service fund. Either of these events may
adversely affect our financial condition.

Competition from other telecommunications services providers may affect our subscriber growth and profitability by causing
the rate of our subscriber growth to decline and bringing about decreases in tariff rates and increases in selling and
promotional expenses.

We compete with other telecommunications services providers in all of the thirty-one provinces, autonomous regions and
directly-administered municipalities in Mainland China. The Chinese government encourages orderly competition in the
telecommunications industry in Mainland China. In particular, the Chinese government has extended favorable regulatory policies to
some of our competitors, such as China United Telecommunications Corporation, or China Unicom, in order to help them become
more viable competitors. For example, the Chinese government has permitted China Unicom to lower its mobile telecommunications
services tariffs by up to 10% below the government standard rates. We believe this policy has helped China Unicom capture a
significant number of price-sensitive mobile telecommunications services subscribers. As a result, China Unicom’s market share has
increased over the past few years.

In addition, China Telecommunications Corporation, or China Telecom, and China Netcom Communications Group
Corporation, or China Netcom, provide Xiaolingtong services to their customers. Xiaolingtong is a local area wireless telephone
service with limited mobility and limited coverage. Xiaolingtong offers lower-priced services. As a result, Xiaolingtong services
have, to a certain extent, attracted customers principally in the low-end markets. Increased competition from Xiaolingtong or other
wireless telecommunications services could materially affect our business and prospects.
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Increased competition from other telecommunications services providers, including China Unicom, China Telecom and
China Netcom, and any introduction of new competitors through the issuance of additional mobile telecommunications services
licenses could adversely affect our business by, among other factors, causing the rate of our subscriber growth to decline and bringing
about decreases in tariff rates and increases in selling and promotional expenses. This could in turn have a material adverse effect on
our financial condition and results of operations, as well as prospects.

New entrants in and further restructuring of the telecommunications industry in Mainland China may further intensify
competition and adversely affect our business and prospects.

Current Chinese government policy concerning the telecommunications sector is to encourage orderly competition. In
November 2001, the State Council formally approved the restructuring of the former China Telecommunications Corporation, China
Netcom Corporation Limited and Jitong Network Communications Company Limited. Under the restructuring plan, China Netcom
was formed in May 2002 and consists of ten regional telecommunications companies originally owned by the former China
Telecommunications Corporation in Beijing, Tianjin, seven provinces and one autonomous region, China Netcom Corporation
Limited and Jitong Network Communications Company Limited. China Telecom retained the telecommunications companies
originally owned by the former China Telecommunications Corporation in the remaining provinces, autonomous regions and directly-
administered municipalities. See “Item 4. Information on the Company — The History and Development of the Company — Industry
Restructuring and Changes in Our Shareholding Structure”. Moreover, the PRC telecommunications industry may be subject to
further restructuring which might change the competitive landscape of the PRC telecommunications industry. We cannot assure you
that the State Council will not approve additional telecommunications services providers in the future, including providers of mobile
telecommunications services that may compete against us. Increased competition from new entrants in Mainland China’s
telecommunications industry could materially and adversely affect our financial condition and results of operations as a result of,
among others, decreases in the rate of subscriber growth or tariff rates or increases in selling and promotional expenses. In addition,
the rapid development of new technologies might cause the PRC government to make further adjustments of the existing structure of
the PRC telecommunications industry. Such further industry restructuring may affect the operations of all telecommunications
operators in China, including us. We may be subject to competition from new providers of telecommunication services as a result of
technological developments and the convergence of various telecommunications services. These new entrants and the industry
restructuring may also cause the existing competition in the telecommunications industry in Mainland China to intensify, which may
materially and adversely affect our business and prospects.

We are controlled by CMCC, which may not always act in our best interest.

As of May 31, 2005, CMCC indirectly owned an aggregate of approximately 75.5% of our shares. Accordingly, CMCC is,
and will be, able to:

o nominate substantially all of the members of our board of directors and, in turn, indirectly influence the selection of our
senior management;

. determine the timing and amount of our dividend payments; and

. otherwise control or influence actions that require approvals of our shareholders.

The interests of CMCC as our ultimate controlling person may conflict with the interests of our minority shareholders.

In addition, CMCC also provides our operating subsidiaries with services that are necessary for our business activities,
including:
. international services arrangements including, among others, international roaming arrangements, international
interconnection arrangements and international transmission lines leasing arrangements;
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. the coordination of the provision of inter-provincial transmission leased lines from the relevant transmission line providers
in Mainland China to us; and

. certain property leasing and telecommunications services arrangements.

The interests of CMCC as the provider of these services to our operating subsidiaries may conflict with our interests.

The limited spectrum allocated to us may constrain our future network capacity growth.

A mobile telecommunications network’s capacity is to a certain extent limited by the amount of frequency spectrum
available for its use. Since the Ministry of Information Industry allocates frequency spectrum to mobile telecommunications operators
in Mainland China, the capacity of our mobile telecommunications network is limited by the amount of spectrum that the Ministry of
Information Industry allocates to our parent company, CMCC. The Ministry of Information Industry has allocated a total of 34 MHz
of spectrum, for transmission and reception, respectively, in the 900 MHz frequency band and the 1800 MHz frequency band to our
parent company, CMCC. Under the existing agreement between CMCC and us, we have the exclusive rights to use the allocated
frequency spectrum in Mainland China.

We believe that our current spectrum allocation is sufficient for anticipated subscriber growth in the near term. However,
we may need additional spectrum to accommodate future subscriber growth or to develop mobile telecommunications services using
new wireless telecommunications technologies. Moreover, we may not be able to obtain additional spectrum from the Ministry of
Information Industry. Our network expansion plans may be affected if we are unable to obtain additional spectrum. This could in turn
constrain our future network capacity growth and materially and adversely affect our business and prospects, as well as our financial
condition and results of operations.

Changes to our interconnection and leased line arrangements may increase our operating expenses and adversely affect our
profitability.

Our mobile telecommunications services depend, in large part, upon our interconnection arrangements and access to other
networks. Interconnection is necessary in the case of all local calls between our subscribers and subscribers of other networks.
Interconnection and leased line arrangements are also necessary for international and certain domestic calls. We have entered into
interconnection and transmission line leasing agreements with other operators. We cannot assure you that increasing usage of the
other networks would not result in additional strain on its switching capacity, or that the existing quality of the other networks will
remain adequate.

The terms of our interconnection arrangements and leased line arrangements have a material effect on our operating
revenue and expenses. In addition, our business and operations may be materially and adversely affected if we cannot enter into future
interconnection and leased line agreements on acceptable terms or on a timely basis.

We may be unable to obtain sufficient financing to fund our substantial capital requirements, which could limit our growth
potential and future prospects.

We estimate that we will require approximately RMB164 billion (approximately US$20 billion) for capital expenditures
from 2005 through the end of 2007 for a range of projects and other expenditures, including among others, the construction of GSM
networks, support systems, transmission and structural facilities, and the development of new technologies and new businesses.
However, these capital expenditures do not include construction of 3G networks.

We believe that cash from operations, together with any necessary borrowings, will provide sufficient financial resources
to meet our projected capital and other expenditure requirements. We may require additional funds to the extent we have
underestimated our capital requirements or overestimated our future cash flows from operations. In addition, a significant feature of
our business strategy is to continue exploring opportunities in developing new technologies and new businesses in the
telecommunications industry, which may require additional capital resources.
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The cost of implementing new technologies, including, among others, 3G, and upgrading our networks or expanding network
capacity may also be significant. In particular, in order for us to effectively respond to technological changes, we may be required to
make substantial capital expenditures in the near future.

Financing may not be available to us on acceptable terms or on a timely basis. In addition, any future issuance of equity
securities, including securities convertible or exchangeable into or that represent the right to receive equity securities, may require
approval from the relevant government authorities. If adequate capital is not available, our growth potential and future prospects
could be adversely affected. Our ability to obtain additional financing on favorable commercial terms will depend on a number of
factors, including:

o our future financial condition, results of operations and cash flows;
. general market conditions for financing activities by telecommunications companies; and

. economic, political and other conditions in the markets where we operate.

Changes in technology may render our current technologies obsolete and thus affect our business and market position.

The telecommunications industry is dependent upon rapidly changing and increasingly complex technologies.
Accordingly, although we strive to keep our technologies up to international standards, the mobile telecommunications technologies
that we currently employ may become obsolete or subject to competition from new technologies in the future, including new wireless
telecommunications technologies. In addition, the development and application of new technologies involves time, substantial costs
and risks, and the new technologies we may implement, such as 3G, may not generate an acceptable rate of return.

Failure to capitalize on new business opportunities may have an adverse effect on our growth potential.

We intend to pursue new growth opportunities in the broader telecommunications industry. Our success will depend in
large part on our ability to offer services that address the market demand arising from these opportunities. In addition, our ability to
deploy and deliver these services depends, in many instances, on new and unproven technologies. Our wireless telecommunications
technologies may not perform as expected. We may not be able to successfully develop or obtain new technologies to effectively and
economically deliver these services. Furthermore, we may not be able to compete successfully in the delivery of telecommunications
services based on new technologies. Any failure to capitalize on new business opportunities may materially and adversely affect our
competitive position and future profitability.

Actual or perceived health risks associated with the use of mobile devices could impair our ability to retain and attract
customers, reduce wireless telecommunications usage or result in litigation.

There has been public speculation about possible health risks to individuals from exposure to electromagnetic fields from
base stations and from the use of wireless telephone handsets. While a substantial amount of scientific research conducted to date by
various independent research bodies has shown that radio signals, at levels within the limits prescribed by public health authority
safety standards and recommendations, present no adverse effect to human health, we cannot be certain that future studies,
irrespective of their relative reliability or trustworthiness, will not impute a link between electromagnetic fields and adverse health
effects. Research into these issues is ongoing by government agencies, international health organizations and other scientific bodies in
order to develop a better scientific understanding and public awareness of these issues. In addition, several wireless industry
participants were the targets of lawsuits alleging various health consequences as a result of wireless phone usage or seeking protective
measures. While we are not aware of any scientific studies or objective evidence which substantiates such alleged health risks, we
cannot assure you that the actual, or perceived, risks associated with radio wave transmission will not impair our ability to retain
customers and attract new customers, reduce wireless telecommunications usage or result in litigation.
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Investor confidence and the market prices of our shares may be adversely impacted if we or our independent registered
public accounting firm is unable to conclude that our internal control over financial reporting is effective as of December 31,
2006 as required by Section 404 of the Sarbanes-Oxley Act of 2002.

We are subject to the SEC’s reporting obligations. The SEC, as directed by Section 404 of the Sarbanes-Oxley Act of
2002, adopted rules requiring each public company to include a report of management on the company’s internal control over
financial reporting in its Annual Report on Form 10-K or Form 20-F, as the case may be, that contains an assessment by management
of the effectiveness of the company’s internal control over financial reporting. In addition, the company’s independent registered
public accounting firm must attest to and report on management’s assessment of the effectiveness of the company’s internal control
over financial reporting. These requirements will first apply to our Annual Report on Form 20-F for the fiscal year ending December
31, 2006. Our management may not conclude that our internal controls are effective. Moreover, even if our management concludes
that our internal control over our financial reporting is effective, our independent registered public accounting firm may disagree. If
our independent registered public accounting firm is not satisfied with our internal control over our financial reporting or the level at
which our controls are documented, designed, operated or reviewed, or if the independent registered public accounting firm interprets
the requirements, rules or regulations differently from us, then it may decline to attest to our management’s assessment or may issue
an adverse opinion. Any of these possible outcomes could result in an adverse reaction in the financial marketplace due to a loss of
investor confidence in the reliability of our consolidated financial statements, which ultimately could negatively impact the market
prices of our common shares.

Risks Relating to the Telecommunications Industry in Mainland China

China’s accession into the World Trade Organization will gradually ease current restrictions on foreign ownership in the
telecommunications industry and may increase competition in the mobile telecommunications services sector.

On December 11, 2001, China officially joined the World Trade Organization, or WTO. On January 1, 2002, the
Administration of Foreign-Funded Telecommunications Enterprises Provisions was also adopted, thereby implementing China’s
commitments to the WTO. Those commitments include the gradual reduction of foreign ownership restrictions in the
telecommunications industry and the opening of the telecommunications market in Mainland China to foreign investors. See “Item 4.
Information on the Company — Business Overview — Competition”. This could lead to increased foreign investment in the
telecommunications market in Mainland China, which may in turn increase competition and foreign participation in the mobile
telecommunications services sector in Mainland China. Increased competition and foreign participation may have a material adverse
effect on our financial conditions and results of operations, as well as our business and prospects.

Our share price has been and may continue to be volatile in response to conditions in the global securities markets generally
and in the telecommunications and technology sectors in particular.

Our share price has been subject to significant volatility, in part due to highly volatile securities markets, particularly for
telecommunications companies’ shares, as well as developments in our sales and operating profit. Factors other than our results of
operations that may affect our share price include, among other things, overall market conditions and performance, market
expectations of our performance, projected growth in the mobile telecommunications market in Mainland China and adverse changes
in our brand value. In addition, our share price may be affected by factors such as the level of business activity or perceived growth
(or the lack thereof) in the telecommunications market in general, the performance of other telecommunications companies,
announcements by or the results of operations of our competitors, customers and suppliers, the success of third generation mobile
networks and new technologies, products and services, as well as general market volatility. See “Item 9. The Offer and Listing” for
information regarding the trading price history of our ordinary shares and ADSs.
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Risks Relating to Mainland China

We cannot assure you that the economy of Mainland China will continue to expand in the future or that an economic
slowdown in Mainland China will not materially and adversely affect our financial condition and results of operations, as
well as our future prospects.

We conduct most of our business and generate substantially all our revenues in Mainland China. As a result, economic
conditions in Mainland China have a significant effect on our financial condition and results of operations, as well as our future
prospects. In recent years, Mainland China has been one of the world’s fastest growing economies in terms of GDP growth. We
cannot assure you, however, that such growth will be sustained in the future. Moreover, the slowdown in other major economies of
the world, such as the United States, the European Union and certain Asian countries may adversely affect economic growth in
Mainland China. We cannot assure you that our financial condition and results of operations, as well as our future prospects, will not
be materially and adversely affected by an economic downturn in Mainland China.

Adpverse changes in the economic policies of the Chinese government could have a material adverse effect on the overall
economic growth of Mainland China, which could reduce the demand for our services and adversely affect our business,
financial condition and results of operations.

Since the late 1970s, the Chinese government has been reforming the Chinese economic system. These reforms have
resulted in significant economic growth and social progress. Although we believe that economic reform and macroeconomic policies
and measures adopted by the Chinese government may continue to have a positive effect on the economic development of Mainland
China and that we may continue to benefit from such policies and measures, these policies and measures may from time to time be
modified or revised. Adverse changes in economic and social conditions in Mainland China, in the policies of the Chinese
government or in the laws and regulations in Mainland China, if any, could have a material adverse effect on the overall economic
growth of Mainland China and investment in the telecommunications industry in Mainland China. These developments could
adversely affect our business, such as reducing the demand for our services, as well as our financial condition and results of
operations.

The Renminbi is not a freely convertible currency, which could limit the ability of our subsidiaries in Mainland China to
obtain sufficient foreign currency to satisfy their foreign currency requirements or pay dividends to us.

Substantially all of our revenues and operating expenses are denominated in Renminbi, while a portion of our capital
expenditures and indebtedness is denominated in U.S. dollars and other foreign currencies. The Renminbi is currently freely
convertible under the “current account”, which includes dividends, trade and service-related foreign currency transactions, but not
under the “capital account”, which includes foreign direct investment, unless the prior approval of the State Administration for
Foreign Exchange is obtained.

Our operating subsidiaries are foreign invested enterprises. Currently, they may purchase foreign currency without the
approval of the State Administration for Foreign Exchange for settlement of “current account transactions”, including payment of
dividends, by providing commercial documents evidencing these transactions. They may also retain foreign exchange in their current
accounts (subject to a cap approved by the State Administration for Foreign Exchange) to satisfy foreign currency liabilities or to pay
dividends. However, the relevant Chinese government authorities may limit or eliminate our operating subsidiaries’ ability to
purchase and retain foreign currencies in the future. Also, our subsidiaries incorporated in Mainland China may not be able to obtain
sufficient foreign currency to satisfy their foreign currency requirements or pay dividends to us for our use in making any future
dividend payments or to satisfy other foreign currency payment requirements. Foreign currency transactions under the capital account
are still subject to limitations and require approvals from the State Administration for Foreign Exchange. This could affect our
subsidiaries’ ability to obtain foreign currency through debt or equity financing, including by means of loans or capital contributions
from us.

Fluctuations in exchange rates could adversely affect our financial results.

Substantially all of our operating revenue is denominated in Renminbi, while a portion of our capital expenditures and
some of our financing expenses are denominated in foreign currencies, such as U.S. dollars and Hong Kong dollars. Future
devaluations or movements in the exchange rate of Renminbi and other currencies could have a material adverse effect on our
financial condition and results of operations.
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The Chinese legal system embodies uncertainties which could limit the legal protections available to our shareholders.

The Chinese legal system is a civil law system based on written statutes. Unlike common law systems, it is a system in
which decided legal cases have little precedential value. Since the late 1970s, the Chinese government has been promulgating a
comprehensive system of laws and regulations governing economic matters in general. Legislation since then has significantly
enhanced the protection afforded to foreign investment in Mainland China. Our existing subsidiaries are “wholly foreign-owned
enterprises,” which are enterprises incorporated in Mainland China and wholly-owned by Hong Kong, Macau, Taiwan or foreign
investors, and subject to the laws and regulations applicable to foreign investment in Mainland China. However, the interpretation and
enforcement of some of these laws, regulations and other legal requirements involve uncertainties that could limit the legal protection
available to our shareholders. Moreover, China’s entry into the WTO has resulted and may in the future result in the abolition or
substantial amendment of the existing laws, regulations and other legal requirements. See “Item 4. Information on the Company —
Business Overview — World Trade Organization”.

Any future outbreak of severe acute respiratory syndrome or similar adverse public health developments in Mainland China
may have a material adverse effect on our financial condition and results of operations.

In late 2002 and the first half of 2003, Mainland China and certain other countries and regions experienced an outbreak of
severe acute respiratory syndrome, or SARS. On July 5, 2003, the World Health Organization declared that the SARS outbreak had
been contained. However, new individual cases of SARS were reported after that in Mainland China and other countries and regions
in Asia. Any future outbreak of SARS or similar adverse public health developments may, among other things, significantly disrupt
our ability to adequately staff our business, and may generally disrupt our operations. Furthermore, an outbreak may severely restrict
the level of economic activity in affected areas, which may in turn materially and adversely affect our business and prospects. As a
result, we cannot assure you that any future outbreak of SARS or similar adverse public health developments would not have a
material adverse effect on our financial condition and results of operations.
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Item 4. Information on the Company.

We provide a full range of mobile telecommunications services in all thirty-one provinces, autonomous regions and
directly-administered municipalities in Mainland China. As of December 31, 2004, the total population residing in Mainland China is
approximately 1.3 billion. Based on publicly available information, we are the leading provider of mobile telecommunications
services in Mainland China and the largest provider of mobile telecommunications services in the world as measured by total number
of subscribers as of December 31, 2004. As of December 31, 2004, our total number of subscribers was approximately 204 million,
representing approximately 64.3% of all mobile telecommunications services subscribers in Mainland China. As of April 30, 2005,
our total number of subscribers reached approximately 217.1 million.

The History and Development of the Company

We were incorporated under the laws of Hong Kong on September 3, 1997 as a limited liability company under the name
“China Telecom (Hong Kong) Limited”. We changed our name to “China Mobile (Hong Kong) Limited” on June 28, 2000 after
obtaining the approval of our shareholders.

We completed our initial public offering in October 1997. Our ordinary shares are listed on the Hong Kong Stock
Exchange, and our American Depositary Shares, or ADSs, each currently representing the right to receive five ordinary shares, are
listed on the New York Stock Exchange. Our agent for service of process in the United States is CT Corporation System, and their
address is 111 Eighth Avenue, 13th Floor, New York, New York 10011.

Expansion Through Acquisitions

Our initial mobile telecommunications operations included those in Guangdong province conducted by Guangdong Mobile
Communication Company Limited, or Guangdong Mobile, and in Zhejiang province conducted by Zhejiang Mobile Communication
Company Limited, or Zhejiang Mobile. As part of the restructuring in preparation for our initial public offering in 1997, the former
Ministry of Posts and Telecommunications transferred to us a 100% equity interest in Guangdong Mobile and a 99.63% equity
interest in Zhejiang Mobile. Since then, we have significantly expanded the geographical coverage of our operations through a series
of acquisitions from CMCC, our indirect controlling shareholder, of mobile telecommunications operations conducted by its regional
subsidiaries. In particular:

. We acquired the entire equity interest in Jiangsu Mobile Communication Company Limited, or Jiangsu Mobile, on June 4,
1998 for a cash consideration of HK$22.5 billion.

. We acquired the entire equity interest in each of Fujian Mobile Communication Company Limited, or Fujian Mobile,
Henan Mobile Communication Company Limited, or Henan Mobile, and Hainan Mobile Communication Company
Limited, or Hainan Mobile, on November 12, 1999 for a total purchase price of HK$49.7 billion, consisting of HK$19.0
billion in cash and the remaining HK$30.7 billion in the form of 1,273,195,021 new shares. In addition, we acquired the
remaining 0.37% equity interest in Zhejiang Mobile in June 1999.

. We acquired the entire equity interest in each of Beijing Mobile Communication Company Limited, or Beijing Mobile,
Shanghai Mobile Communication Company Limited, or Shanghai Mobile, Tianjin Mobile Communication Company
Limited, or Tianjin Mobile, Hebei Mobile Communication Company Limited, or Hebei Mobile, Liaoning Mobile
Communication Company Limited, or Liaoning Mobile, Shandong Mobile Communication Company Limited, or
Shandong Mobile, and Guangxi Mobile Communication Company Limited, or Guangxi Mobile, on November 13, 2000 for
a total purchase price of HK$256.0 billion, consisting of HK$74.6 billion in cash and the remaining HK$181.4 billion in
the form of 3,779,407,375 new shares.

. We acquired the entire equity interest in each of Anhui Mobile Communication Company Limited, or Anhui Mobile,
Jiangxi Mobile Communication Company Limited, or Jiangxi Mobile, Chongqging Mobile Communication Company
Limited, or Chongging Mobile, Sichuan Mobile Communication
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Company Limited, or Sichuan Mobile, Hubei Mobile Communication Company Limited, or Hubei Mobile, Hunan Mobile
Communication Company Limited, or Hunan Mobile, Shaanxi Mobile Communication Company Limited, or Shaanxi
Mobile, and Shanxi Mobile Communication Company Limited, or Shanxi Mobile, on July 1, 2002 for a total purchase
price of US$8,573 million, consisting of an initial consideration of US$5,773 million and a deferred consideration of
US$2,800 million. The initial consideration of US$5,773 million consists of a cash payment of US$3,150 million and the
issuance of new shares for the remaining US$2,623 million to China Mobile Hong Kong (BVI) Limited on the completion
of acquisition. We financed the cash portion of the initial consideration by applying a portion of our existing internal cash
resources, in the amount of US$2,400 million, combined with proceeds from the issuance of new shares in the amount of
HK$5.85 billion (equivalent to approximately US$750 million) to Vodafone Holdings (Jersey) Limited, or Vodafone
Jersey, a wholly owned subsidiary of Vodafone Group Plc., or Vodafone. After the share placement, Vodafone’s share
holding in us increased from 2.18% to approximately 3.27%. The deferred consideration of US$2,800 million is payable by
the fifteenth anniversary of the date of the completion of acquisition, and we may make an early payment of all or part of
the deferred consideration at any time. We used the entire proceeds from the RMB3 billion guaranteed bonds due 2007 and
RMBS billion guaranteed bonds due 2017, both issued on October 28, 2002 by Guangdong Mobile, our wholly-owned
subsidiary, to satisfy part of the US$2,800 million deferred consideration.

. We acquired the entire equity interest in each of Neimenggu Mobile Communication Company Limited, or Neimenggu
Mobile, Jilin Mobile Communication Company Limited, or Jilin Mobile, Heilongjiang Mobile Communication Company
Limited, or Heilongjiang Mobile, Guizhou Mobile Communication Company Limited, or Guizhou Mobile, Yunnan Mobile
Communication Company Limited, or Yunnan Mobile, Xizang Mobile Communication Company Limited, or Xizang
Mobile, Gansu Mobile Communication Company Limited, or Gansu Mobile, Qinghai Mobile Communication Company
Limited, or Qinghai Mobile, Ningxia Mobile Communication Company Limited, or Ningxia Mobile, Xinjiang Mobile
Communication Company Limited, or Xinjiang Mobile, Beijing P&T Consulting & Design Institute Company Limited, or
Jingyi, and China Mobile Communication Company Limited, or CMC, on July 1, 2004 for a total purchase price of
US$3,650 million, consisting of an initial consideration of US$2,000 million and a deferred consideration of US$1,650
million which is interest bearing and payable by the fifteenth anniversary of the date of the completion of acquisition, and
we may make an early payment of all or part of the deferred consideration at any time.

These acquisitions have significantly enlarged our subscriber base, expanded the geographical coverage of our business
and enhanced the economy of scale of our operations. In addition, the integration of these acquired operations has enabled us to
realize synergies and economies of scale. A discussion of the financial impact of these acquisitions is set forth in “Item 5. Operating
and Financial Review and Prospects”.

Industry Restructuring and Changes in Our Shareholding Structure

Prior to 1993, all public telecommunications networks and services in Mainland China were controlled and operated by the
former Ministry of Posts and Telecommunications through the former Directorate General of Telecommunications, provincial
telecommunications administrations and their city and county level bureaus.

As part of the Chinese government’s restructuring of the telecommunications industry, the Ministry of Information
Industry was formed in March 1998 to assume, among others, the responsibilities of the former Ministry of Posts and
Telecommunications. One of the principal objectives of the restructuring was to separate the government’s regulatory function from
its business management functions in respect of state-owned enterprises. In the first half of 2000, the Chinese government
substantially completed the industry restructuring. As a result, the Ministry of Information Industry ceased to have an indirect
controlling interest in us, and no longer exercises control over telecommunications operations, but continues in its capacity as industry
regulator providing industry policy guidance as well as exercising regulatory authority over all telecommunications services providers
in Mainland China.

In addition, as part of the restructuring, the telecommunications operations previously controlled by the former Ministry of
Posts and Telecommunications were separated along four business lines: fixed-line telecommunications, mobile telecommunications,
paging and satellite telecommunications. CMCC was established
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in July 1999 as a state-owned company to hold and operate the mobile telecommunications business nationwide resulting from the
separation. As part of this separation, in July 1999 CMCC obtained the approximately 57% holding of voting shares and economic
interest in China Mobile (Hong Kong) Group Limited, our indirect controlling shareholder, previously held by Telpo
Communications (Group) Limited, an entity 100% controlled by the former Ministry of Posts and Telecommunications. In addition,
in May 2000, the remaining 43% interest in China Mobile (Hong Kong) Group Limited previously held by the Directorate General of
Telecommunications was transferred to CMCC. As a result, CMCC has become the owner of all voting shares and economic interest
in China Mobile (Hong Kong) Group Limited and thus all of the Chinese government’s interest in us. In addition, following the
completion of the acquisition of ten regional mobile telecommunications companies and other telecommunications assets by our
Company in July 2004, CMCC ceased to operate mobile telecommunications businesses in Mainland China other than through us. As
of May 31, 2005, CMCC indirectly owned approximately 75.5% of all our outstanding shares, including shares represented by ADSs.

As a state-owned company, the former China Telecommunications Corporation owns and operates fixed-line telephone and
data telecommunications networks. In November 2001, the State Council formally approved the restructuring of the former China
Telecommunications Corporation, China Netcom Corporation Limited and Jitong Network Communications Company Limited.
Under the restructuring plan, China Netcom was formed in May 2002. China Netcom consists of ten regional telecommunications
companies that were originally owned by the former China Telecommunications Corporation in Beijing, Tianjin, seven provinces and
one autonomous region, China Netcom Corporation Limited and Jitong Network Communications Company Limited. China Telecom
retained the telecommunications companies originally owned by the former China Telecommunications Corporation in the remaining
provinces, autonomous regions and directly-administered municipalities. As a result, apart from us, principal participants in the
telecommunications industry in Mainland China also include China Telecom, China Netcom, China Unicom, China Railway
Communications Corporation Limited and China Satellite Communications Corporation. Among these six participants, China
Unicom and us are the two operators that are licensed to provide mobile telecommunications services in Mainland China.

Organizational Structure

As of May 31, 2005, CMCC, a company incorporated in China, owned 75.5% equity interest in us through intermediate
holding companies. As of May 31, 2005, we owned 100% equity interests in Guangdong Mobile, Zhejiang Mobile, Jiangsu Mobile,
Fujian Mobile, Henan Mobile, Hainan Mobile, Beijing Mobile, Shanghai Mobile, Tianjin Mobile, Hebei Mobile, Liaoning Mobile,
Shandong Mobile, Guangxi Mobile, Anhui Mobile, Jiangxi Mobile, Chongqing Mobile, Sichuan Mobile, Hubei Mobile, Hunan
Mobile, Shaanxi Mobile, Shanxi Mobile, Neimenggu Mobile, Jilin Mobile, Heilongjiang Mobile, Guizhou Mobile, Yunnan Mobile,
Xizang Mobile, Gansu Mobile, Qinghai Mobile, Ningxia Mobile, Xijiang Mobile, Jingyi and CMC through intermediate holding
companies, and a 66.4% equity interest in Aspire Holdings Limited, or Aspire, a company incorporated in the Cayman Islands. We
operate in all thirty-one provinces, autonomous regions and directly-administered municipalities throughout Mainland China, and
CMCC no longer operates mobile telecommunications businesses in Mainland China other than through us.

General Information

Our principal executive offices are located at 60th Floor, The Center, 99 Queen’s Road Central, Hong Kong, China;
telephone: 852-3121-8888. We also maintain a regional headquarters in each of our regional mobile telecommunications companies
in Mainland China. Our web site address is www.chinamobilehk.com. The information on our web site is not a part of this annual
report.

Business Overview

We offer mobile telecommunications services principally using the Global System for Mobile Communications, or GSM,
standard. GSM is a pan-European mobile telephone system based on digital transmission and mobile telecommunications network
architecture with roaming capabilities. Our GSM networks currently reach virtually all cities and counties and major roads and
highways throughout Mainland China.
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As a pioneer and the market leader in the world’s largest mobile telecommunications market, we intend to focus on our
core mobile telecommunications business, enhance our core competitiveness through economies of scale, continue to implement a
differentiated sales strategy, develop new businesses, enhance our network management, establish a world class telecommunications
and IT supporting network, and further consolidate our position as the market leader in the mobile telecommunications industry in

Mainland China.

We believe the mobile telecommunications market in Mainland China will continue to expand, and we have designed our

business strategy to achieve sustainable growth. Our business strategy includes the following key elements:

. implement a differentiated sales and marketing strategy;
o continue to improve our customer services and satisfaction;
. refine and optimize our telecommunications and IT supporting networks;

. emphasize innovation in developing our new businesses; and

. continue to utilize our existing competitive advantages in terms of network, technology and resources, markets experience
and market leading position to actively prepare for the construction and development of 3G.

Subscribers and Usage

Our subscriber base has grown substantially from approximately 117.7 million at the end of 2002 to approximately 204.3
million at the end of 2004. As of December 31, 2004, we had a market share of approximately 64.3% in Mainland China. As of April
30, 2005, our total number of subscribers reached approximately 217.1 million. Our acquisition of a total of 29 regional mobile
telecommunications companies between June 1998 and July 2004 has substantially expanded our subscriber base. In addition to our

acquisitions, our subscriber growth is also attributable to a number of other factors, including:

. significant economic growth in our markets;

. decreased cost of initiating services due to a decline in handset prices as well as the decrease in other tariffs for our

services;

. our increased marketing and sales efforts and improved distribution channels; and

. our new business initiatives.

The following table sets forth selected historical information about our subscriber base and subscriber usage for the periods

indicated.

Subscribers (in millions)
Contract subscribers®
Prepaid subscribers®

Total

Minutes of Usage (in billions) @
Contract subscribers®
Prepaid subscribers®

Total

Average Minutes of Usage Per Subscriber Per Month ©
Contract subscribers®"

Prepaid subscribers®
Blended

Average Revenue Per Subscriber Per Month (RMB) ¢
Contract subscribers®
Prepaid subscribers®

As of or for the year ended December 31,

2002 2003 2004
49.0 51.1 59.9
68.7 90.5 144.4

117.7 141.6 204.3
192.6 250.8 366.0
67.5 122.4 294.9
260.1 373.2 660.9
334 417 517
99 129 194
207 240 297
176 171 167
63 58 56
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Blended 115 102 92
Average Monthly Churn Rate (%) © 0.69 1.05 1.31

(1) For management reference purposes, contract subscribers are classified to include “GoTone” subscribers and subscribers who
have signed service contracts with us, while prepaid subscribers are classified to include subscribers of “Shenzhouxing”, “M-
Zone” and other brands or packages targeting low usage volume users.
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The total minutes of usage in 2002 and 2004 include the full year minutes of usages of the regional mobile telecommunications
companies we acquired in that year as if the respective acquisition occurred at the beginning of that year and are presented for
ease of comparison.

Calculated by (A) dividing the total minutes of usage (calculated in the manner as set forth in note (2) above) during the relevant
year by the average number of subscribers during the year (calculated as the average of the numbers of subscribers at the end of
each of the thirteen calendar months from the end of the previous year to the end of the current year) and (B) dividing the result
by 12.

Calculated by (A) dividing the operating revenue during the relevant year by the average number of subscribers during the year
(calculated in the same manner as in note (3) above) and (B) dividing the result by 12. For purposes of this note (4) only, both
operating revenues and average numbers of subscribers in 2002 and 2004 take into account the full year effect of the regional
mobile telecommunications companies we acquired in that year as if the respective acquisition occurred at the beginning of that
year.

Measures the monthly rate of subscriber disconnections from mobile telecommunications services, determined by dividing: (A)
the result obtained by dividing (i) the sum of voluntary and involuntary terminations from our network (excluding internal
transfer) during the relevant year by (ii) the average number of subscribers during the year (calculated in the same manner as in
note (3) above) by (B) 12. On this basis, our calculated average monthly churn rate will be affected by the number of voluntary
and involuntary terminations and the significant growth in our subscriber base. The average monthly churn rates in 2002 and
2004 are calculated based on the full year information pertaining to the relevant regional mobile telecommunications companies
we acquired in 2002 and 2004, respectively, as if the acquisition occurred at the beginning of 2002 and 2004, respectively, and
are presented for ease of comparison.

The size and composition of our subscriber base and subscribers’ usage patterns have changed. In particular, the cost of

initiating services has decreased due to a decline in handset prices, the connection fees have been eliminated, other tariffs for our
services have been adjusted, and mobile telecommunications technologies have improved over time. As a result, mobile
telecommunications services have become increasingly popular for both business and social uses. In general, the highest usage
subscribers with the greatest telecommunications needs have tended to be the early subscribers of mobile telecommunications
services. As penetration increases, newer subscribers on average incur lower monthly usage, and are generally more price-sensitive.
Accordingly, as is typical in many countries with developing mobile telecommunications markets, the average revenue per subscriber
per month generally has declined over the last few years as our mobile penetration has increased.

Businesses

Our businesses can be primarily divided into voice business and new businesses.
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Voice Business. Our voice business refers to the business where our subscribers make and receive calls with a mobile
phone at any point within the coverage area of our mobile telecommunications networks. The services include local calls, domestic
long distance calls, international long distance calls, intra-provincial roaming, inter-provincial roaming and international roaming. In
2004, our voice business continued to grow significantly.

New Businesses. Our new businesses include voice value-added services and data businesses.

Our voice value-added services mainly include caller identity display, caller restrictions, call waiting, call forwarding, call
holding, voice mail, personalized ringing tones, conference calls and others.

Our data businesses mainly include short message services, or SMS, wireless application protocol, or WAP, Color Ring,
multimedia messaging service, or MMS, and “Java Applications” services. We have also developed other data products, such as M-
commerce, “Mobile Mailbox”, “12586 mobile chat services”, “Mobile Secretary” and “12590 voice-SMS information”. We believe
that data businesses will continue to be one of the fastest growing segments of the telecommunications market in Mainland China
over the next several years. In 2004, we increased the promotion of our data businesses by providing customers with diversified and
personalized data services. Revenue from our data businesses significantly increased in 2004. As of December 31, 2004, our data
businesses customers reached 156.8 million, which represented a 55.8% increase compared to 100.6 million subscribers as of
December 31, 2003, and accounted for 76.8% of our total subscribers. We continued to maintain a leading position in data businesses
in Mainland China.

We conduct various data businesses under the “Monternet” platform. As a carrier of data businesses, “Monternet” enables
service providers to realize their creative and competitive advantages, and to commercially launch their products quickly and
efficiently. As of the end of 2004, we have entered into broad co-operation arrangements with over 1,000 service providers. In
addition, over 100,000 SMS applications, over 10,000 MMS applications, over 10,000 WAP applications and over 2,000 JAVA
applications were supported by the “Monternet” platform as of the end of 2004.

SMS. SMS refers to services which employ the existing resources of GSM telecommunications networks and the
corresponding functions of mobile telecommunications terminals to deliver and receive text messages, including subscriber-to-
subscriber messages, “Monternet”-based short messages and others. SMS offers convenience and multi-functionality to our
subscribers, and this business has grown rapidly in recent years. In particular, short message usage volume reached 172.6 billion in
2004 (taking into account the full year effect of the ten regional mobile telecommunications companies we acquired in July 2004)
from 93.5 billion in 2003. Our SMS business grew as we standardized and increased our administration of our cooperation
arrangements with service providers. As of the end of 2004, our customers were able to send or receive short messages to or from the
subscribers of 214 mobile telecommunications operators in 106 countries and regions around the world. We plan to continue utilizing
our GSM network to provide data services based on our mobile information service platform where consumer demands can be more
economically served by SMS.

WAP services. WAP is a technology that allows users to access information instantly via handheld wireless devices such as
mobile phones. Subscribers of our WAP services are able to access the Internet via the micro-browsers on their handheld wireless
devices. We experienced significant growth in our WAP-based businesses in 2004, and our WAP services subscribers reached 12.8
million in 2004.

Color Ring. “Color Ring” refers to the service where subscribers can customize the answer ring tone from a wide selection
of songs, melodies, sound effects, or voice recordings to replace the monotonous ring connecting tone that the caller would hear. We
experienced significant growth in our “Color Ring” business in 2004, and our “Color Ring” user reached 27.2 million in 2004.

MMS. MMS is a technology that allows user to exchange multimedia communications, such as graphics, animated color
pictures, sound files and short text messages, over wireless networks. We experienced significant growth in our MMS businesses in
2004, and our MMS services subscribers reached 12.3 million 2004.
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Wireless Internet Access. We provide wireless Internet access by utilizing general packet radio service, or GPRS, and
wireless local area network, or WLAN, technologies to access WAP websites and Internet websites. GPRS supports a higher
transmission rate than the traditional GSM cellular technology and enables network operators to provide more information and
applications via a wireless connection. The usage of WAP-based services has grown significantly as the transmission speed and
reliability has improved in recent years. WLAN is a wireless data transmission network which enables users to easily access local
area networks via terminals with electromagnetic transmission, and is a complement to, and an extension of, wired local area
networks access. We have begun providing WLAN services at “hot spots”, such as airports, hotels, conference and exhibition centers
and office buildings, within certain major cities.

Tariffs

The tariffs payable by our subscribers include primarily usage charges, monthly fees and service fees for voice value-added
services and data services. Usage charges for both our contract and prepaid subscribers include base usage charges plus, where
applicable, an additional component reflecting domestic and international long distance tariffs. When using roaming services,
subscribers incur a roaming charge instead of the base usage charges, plus applicable domestic and international long distance
charges.

We have flexible long distance tariff plans distinguishing between day time and night time, and offer tailored service plans
based upon customer requirements as well as our network resources.

Our tariffs are subject to regulation by various government authorities, including the Ministry of Information Industry, the
National Development and Reform Commission (the successor to the former State Development and Planning Commission) and the
relevant price regulatory authorities in Mainland China. The actual price range in each service area is proposed by a network operator
in that service area and must be approved by the relevant price regulatory authorities in that service area. In general, base usage
charges, monthly fees, domestic roaming charges and applicable long distance tariffs (other than tariffs for Internet Protocol phone
calls) are also determined by the Ministry of Information Industry in consultation with the National Development and Reform
Commission.

We offer our subscribers a variety of tariff packages which have different monthly fees, levels of basic usage and charges
for usage exceeding the covered basic usage, voice value-added services, data services or other features. In general, the higher the
monthly fee of a tariff package, the greater the price concession we offer. The tariff packages often incorporate different
complimentary voice value-added services and data services packages.

Given the rapid growth in mobile penetration rates and increased competition, in order to remain competitive in terms of
price and performance with other mobile telecommunications operators, we provide certain discounts and promotional offers in and
during corresponding service areas and call periods targeting different customers. These discounts and promotional offers mainly
include rewards for the pre-payment of f