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Forward-Looking Statements
Thisannual 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:

our business strategies;

network expansion plans and related capital expenditure plans;

the planned development of new mobile technol ogies and other technol ogies 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 changesin government policies.

Thewords “anticipate” ,“ believe’ ,“ edimate’ ,“ expect” ,“ intend” and Smilar expressions, as they relate to
us, areintended 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 aresult of a number of factors, including, without limitation:

changes in theregulatory policies of the Ministry of Information Industry of China 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, and spectrum allocation;

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

changes in mobile telephony and related technol ogies, which could affect the viability and
competitiveness of our mobile tel ecommunications networks; and

changesin 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 companiesinto China’s telecommunications market and China's 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 acceptabl e terms;
the adequacy of currently available spectrum or the availability of additional spectrum;

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 principlesin Hong Kong, or Hong Kong GAAP, we
adopted the purchase accounting method to account for our acquisitions of various regional mobile
telecommuni cations companies, 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 acquisitionsis 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 |ess 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 principlesin the United States, or U.S. GAAP, as aresult 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 “asif 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’.

The presentation and classification of itemsin the consolidated cash flow statement have been changed
due to the adoption of the requirements of SSAP 15 (revised 2001) “ Cash flow statements’ , issued by the Hong Kong
Society of Accountants. Asaresult, the cash flow items “taxation” , “ returnson investments’ and “servicing of
finance” have been reclassified into “operating” , “ investing” and*“ financing” activities, respectively, and a detailed
breakdown of cash flows from operating activities has been included in the consolidated cash flow statement.
Comparative figures for al prior years have been reclassified to comply with the requirements under SSAP 15.

The statistical information set forth in this annual report relating to Mainland Chinais 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.



PART |
Item 1.  ldentity of Directors, Senior Management and Advisers.
Not applicable.
Item 2.  Offer Statisticsand 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
yearsin the five-year period ended December 31, 2002. The selected historical income statement data for the years
ended December 31, 2000, 2001 and 2002 and the selected historical balance sheet data as of December 31, 2001 and
2002 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 elsewherein this
annual report. The selected historical Hong Kong GAAP income statement datafor the year ended December 31, 1998
and 1999 and the selected historical Hong Kong GAAP balance sheet data as of December 31, 1998, 1999 and 2000
are derived from our audited financial statementsthat are not included herein.

Our consolidated financial statementsare prepared and presented in accordance with Hong Kong GAAP.
Asrequired under Hong Kong GAAP, we adopted the purchase accounting method to account for our acquisitions of
the various regional mobile telecommunications companies, 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“asif 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 adiscussion of significant differences between Hong Kong GAAP and U.S. GAAP asthey relate to us, and
the effects of such differences on net profit for the years ended December 31, 2000, 2001 and 2002 and shareholders
equity as of December 31, 2001 and 2002, see note 33 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 33 to our consolidated financial statements.



Asof or for theyear ended December 31,

1998 1999 2000 2001 2002 2002
RMB RMB RMB RMB RMB uss
(in millions, except share, per share and per ADS information)

Income Statement Data:
Hong Kong GAAP
Operating revenue..........ccoeeeeeeeeceeennn 26,345 38,623 64,984 100,331 128,561 15,532
Operating eXpenses ............coeeevervenrenees 18,410 24,983 38,158 59,319 79,765 9,637
Operating Profit ........coceceeeeeveerresrenrenens 7,935 13,640 26,826 41,012 48,796 5,895
Write-down and write-off of

analog network equipment................ 282 8,242 1,525 — — —
Profit before tax and minority

g == E T 9,387 6,444 26,393 41,717 48,978 5,917
Income tax 2,486 1,647 8,366 13,703 16,234 1,961
=8 o 1 6,900 4,797 18,027 28,015 32,742 3,956
Basic net profit per share® ................. 0.59 0.40 1.25 151 171 0.21
Diluted net profit per share ............... 0.59 0.40 1.25 1.51 171 0.21
Basic net profit per ADSY .................. 2.93 1.99 6.26 7.53 8.55 1.03
Diluted net profit per ADSY ................ 2.93 1.99 6.26 7.53 8.54 1.03
Shares utilized in basic calculation

(in thousands).........c.eveveecerrreerennians 11,780,788 12,069,108 14,394,313 18,605,371 19,151,322 19,151,322
Shares utilized in diluted

calculation (in thousands)................. 11,782,521 12,072,383 14,409,503 18,698,023 19,243,050 19,243,050
U.S. GAAP®
Operating revenue.............oooeveeevesveeeenennn 65,131 86,300 112,462 127,749 145,331 17,558
Operating eXPENSES ........c.vveeveevereneeneens 46,051 59,659 77,289 78,598 91,040 10,999
Operating Profit ........co.eeeeeeeeeecresreneennns 19,080 26,641 35,173 49,151 54,291 6,559
Profit before tax and minority

31 = O 20,432 16,088 35,466 50,194 55,418 6,695
[NCOMELBX ....vevveoeeveeeeee e 4,206 3,990 11,328 15,959 18,214 2,200
=4 o 1 O 16,225 12,098 24,137 34,236 37,202 4,495
Basic net profit per share® .................. 0.92 0.68 1.31 1.76 1.90 0.23
Diluted net profit per share ................ 0.92 0.68 1.30 1.76 1.90 0.23
Basic net profit per ADSY ........coooe...e. 459 3.40 6.53 8.81 951 1.15
Diluted net profit per ADSY ................ 459 3.40 6.52 8.80 9.50 115
Share utilized in basic calculation

(in thousaNds) ........ccvvrevererereeerennis 17,660,905 17,771,326 18,493,862 19,432,886 19,561,679 19,561,679
Share utilized in diluted

calculation (in thousands) ............... 17,662,638 17,774,601 18,509,052 19,525,538 19,653,406 19,653,406
Balance Sheet Data:
Hong Kong GAAP
Current assets

Cash and cash equivalents................ 17,481 19,349 27,702 21,821 32,575 3,935

Deposits with banks...........ccc.oee.e... 1,311 8,227 12,204 14,970 11,069 1,337

Accountsreceivable..........ccccerrenenne. 2,482 4,957 7,252 5,728 6,066 733
FiXed 8SSEtS.......uvvecverreereereereeseesseseeeaen. 33,986 42,699 87,465 105,208 165,409 19,984
TOtA BSSELS.......veeeeeeveseeereeesese s 64,541 87,435 156,438 173,749 284,900 34,419
Total short-term debt®.........ccoevvennee. 5,337 4,419 12,095 5,439 8,200 990
Total long-term debt@............oovvveneee. 991 2,332 13,708 6,739 12,676 1,531
Fixed rate NOES.......vovvvveecveeerreesenneseenn. - 4,952 4,953 4,956 4,961 599
Convertible NoteS........c.ceeeeeeeeeee e — - 5,708 5,708 5,711 690
BONGS.......oovvreerreneeecerseeseessesseeseesssseseeons - - - 5,000 13,000 1,571
Deferred payable®...........ccooovvverrirnnenn. - - - - 15,176 1,833
Total liabilities®.........cooevvvereerrrerrnnens 18,699 30,343 72,661 61,938 112,507 13,592
Shareholders equity ........c..ceeeveveeeunne. 45,827 57,092 83,760 111,779 172,202 20,804



Asof or for theyear ended December 31,

1998 1999 2000 2001 2002 2002
RMB RMB RMB RMB RMB uss$
(in millions, except share, per share and per ADS information)

U.S. GAAP®
FiXed @SSEtS......c.orvencreerreereeseeeeieesseeesenn, 82,978 96,658 110,284 141,396 163,232 19,721
TOtal @SSELS......o.cveeereeeeereeeeeee e 135,391 172,062 198,418 234,264 249,141 30,100
Total long-term debt@ ..........covvveeceee. 18,643 23,992 22,748 9,661 12,676 1,531
Fixed rate NOtES. .......c.vvveeveerreereeereenenn. — 4,952 4,953 4,956 4,961 599
Convertible NotES..........eeeeeeeeeiee e — — 5,708 5,708 5,711 690
BONUS.....ooveereereeeresieeesees e seessee e, — — — 5,000 13,000 1,571
Deferred Payable® ..........cccocovvvrrvnenene. — — — — 15,176 1,833
Shareholders equity ..........cooveevevvnnnn. 78,812 87,373 95,650 140,300 134,575 16,259
Other Financial Data:
Hong Kong GAAP
Capital expenditures.........cc..ccoovvmnneen. 11,040 11,708 21,964 39,500 41,000 4,954
Net cash from operating

activities® ..o 11,981 19,184 35,449 50,971 69,422 8,387
Net cash used in investing

activities® ..o (34,542) (35,183) (91,869) (45,248) (64,117) (7,746)
Net cash from/(used in) financing

aCtiVities® ... (27) 17,892 64,773 (11,604) 5,449 658
Dividend declared...........cccoveveveeeveeennen. — — — — 6,678 807
U.S. GAAP®
Net cash flow from operating

ACHVITIES oo 25,473 41,529 57,766 60,863 79,445 9,598
Dividend declared...........cccoovvevvrerrreenene. — — — — 6,678 807

(1) Thebasic net profit per share and per ADS amounts under Hong Kong GAAP for the years ended December 31, 1998, 1999,

@

©)

4

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, outstanding during 1998, 1999, 2000, 2001 and 2002. The calculation of diluted net
profit per share under Hong Kong GAAP for the years ended December 31, 1998, 1999, 2000, 2001 and 2002 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, 1998, 1999, 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, asif 1,273,195,021 ordinary shares representing 254,639,004 ADSs issued to China Mobile
Hong Kong (BVI) Limited as part of the consideration in the acquisition of Fujian Mobile, Henan Mobile and Hainan Mobile,
3,779,407,375 ordinary shares representing 755,881,475 ADSs issued to China Mobile Hong Kong (BV1) Limited as part of
the consideration in the acquisition of Beijing Mobile, Shanghai Mobile, Tianjin Maobile, Hebei Maobile, Liaoning Mobile,
Shandong Mobile and Guangxi Mobile and 827,514,446 ordinary shares representing 165,502,889 ADSs issued to China
Mobile Hong Kong (BV1) Limited as part of the consideration in the acquisition of Anhui Mobile, Jiangxi Mobile, Chongaing
Mobile, Sichuan Maobile, Hubei Mobile, Hunan Mobile, Shaanxi Mobile and Shanxi Mobile were outstanding during these
periods (in addition to shares actually issued during these years). The calculation of diluted net profit per share under U.S.
GAAP for the years ended December 31, 1998, 1999, 2000, 2001 and 2002 have been compiled after adjusting for the effects
of all dilutive potential ordinary shares, respectively. For the years ended December 31, 1998, 1999, 2000, 2001 and 2002, 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 al potential ordinary shares
resulting from the convertible notes would increase profit attributable to shareholders per share as aresult of savingson
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 year ended December 31, 2001 and 2002, 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, 1998, 1999, 2000, 2001 and 2002 are presented to reflect our acquisitions of
thevariousregional maobiletelecommunicationscompaniesunder the® asif poolingof-interests’ method, aswell asthe 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 obligations
under capital |eases.

Includes longterm bank and other loans and obligations under capital leases, net of current portion.

_5-



®)

(6)
)
®

Represents the balance of the purchase consideration payable to ChinaMobile Hong Kong (BV1) Limited for our acquisition
of the eight regional mobile telecommunications companiesin 2002. See“ Item 4. Information on the Company”.

Excludes minority interest.
Represents payments made for capital expenditures during the year.

The presentation and classification of items in the consolidated cash flow statement have been changed due to revisions to
SSAP 15. Comparative figures for al prior years have been reclassified to comply with the requirements under SSAP 15.
Please see note 32 to our consolidated financial statements included elsewhere in this annual report for a discussion of
SSAP 15.



Exchange Rate Information

We publish our consolidated financial statementsin Renminbi. Solely for the convenience of the reader,
this annual report contains translations of certain Renminbi and Hong Kong dollar amountsinto U.S. dollars and vice
versaat RMB 8.2772 = US$ 1.00 and HK$ 7.7988 = US$ 1.00, the prevailing rate quoted by the People’s Bank of
China on December 31, 2002. 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 ratesor at all.

The noon buying ratesin New Y ork City for cable transfers as certified for customs purposes by the
Federal Reserve Bank of New Y ork were RMB 8.2800 = US$ 1.00 and HK$ 7.7988 = US$ 1.00, respectively, on
December 31, 2002, and the noon buying rates in New Y ork City for cable transfers as certified for customs purposes
by the Federal Reserve Bank of New Y ork were RMB 8.2768 = US$ 1.00 and HK$ 7.7987 = US$ 1.00, respectively,
on May 30, 2003. Thefollowing 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$1.00 HK$ per US$ 1.00

High Low High L ow
November 2002.................... 8.2774 8.2771  November 2002..........ccco..... 7.8000 7.7987
December 2002................... 8.2800 8.2771  December 2002................... 7.7992 7.7980
January 2003........cccoveeerreennnes 8.2800 8.2766  January 2003.........cccovrurrenn. 7.8001 7.7988
February 2003...........cccvuene. 8.2800 8.2768  February 2003..........cccccrvenee. 7.8000 7.7989
March 2003.........cccoveereereens 8.2776 8.2770  March2003.......ccccocovrrurrenen 7.7995 7.7987
April 2003 .......ccvevveereeneeneens 8.2774 8.2769  April 2003 ........coeerrrrrerrenes 7.7998 7.7991
May 2003........cccrrreereereereenens 8.2771 8.2768  May 2003........cocoveerrrrrerrenens 7.7995 7.7985

Thefollowing table sets forth the average noon buying rates between Renminbi and U.S. dollars and
between Hong Kong dollarsand U.S. dollarsfor each of 1998, 1999, 2000, 2001 and 2002, cal cul ated 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 HK$ per US$ 1.00
1998.....oe e 8.2991 7.7465
1999 8.2785 7.7599
2000......ccms 8.2784 7.7936
2001 8.2772 7.7997
2002.....oecrreree e 8.2772 7.7996



Risk Factors

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

The Ministry of Information Industry of Chinaregulates, 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 tel ecommunications licenses,

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 changesin our cost structure. Moreover, we cannot predict when or if
changesin tariff policies or rates may occur, including, for example, the possible implementation of
acalling-party-pays tariff scheme. Although we and other telecommunications services providers have, on alimited
basis, offered certain localized or promotional calling packages which incorporate 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 regul ations might
entail. Future adverse changesin tariff policies and rates could decrease our revenues and reduce our profitability.

We operate our businesseswith approvalsgranted by the State Council and under licensesg ranted by the
Ministry of Information Industry. If theseapprovalsor licensesarerevoked or suspended, our business and operations
will be materially and adversely affected.

We may be affected by future regulatory changes.

To provide auniform 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
telecommunications law. If and when the telecommunications law is adopted by the National People's Congress, itis
expected to become the fundamental telecommunications statute and the legal basis for telecommunications
regulationsin Mainland China. The State Council has promulgated a set of new telecommunications regulations.
These regulations are substantially consistent with the existing rules and guidelines for the telecommunications
industry, and are primarily intended to streamline and clarify the existing rules and guidelines. They apply inthe
interim period prior to the adoption of the telecommunicationslaw. 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 telecommu nications 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.



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 decreasesin tariff
ratesand increasesin selling and promotional expenses.

We compete withother telecommunications services providersin all of the provinces, municipalitiesand
the autonomous region in which we operate. The Chinese government encourages orderly competition in the
telecommunicationsindustry in Mainland China. In particular, the Chinese government has extended favorable
regulatory policiesto 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. Asaresult, 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 alocal area wireless telephone service with limited mobility and limited coverage. Xiaolingtong
offerslower-priced services. Asaresult, Xiaolingtong's services have, to acertain 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.

Increased competition from other telecommunications services providers, including China Unicom,
ChinaNetcom and China Telecom, and any introduction of new competitorsthrough theissuance 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. Thiscouldinturn have amaterial adverse effect on our financial condition and results of operations.

New entrantsin the telecommunications industry in China may further intensify competition and
adversely affect our results of operations.

Current Chinese government policy concerning the telecommunications sector isto 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 and eight provinces, China Netcom Corporation Limited and Jitong Network Communications Company
Limited. China Telecomretained the telecommunications companies originally owned by the former China
Telecommunications Corporation in the remaining provinces, directly-administered municipalities and autonomous
regions. See“ Item 4. Information on the Company — The History and Development of the Company — Industry
Restructuring and Changes in Our Shareholding Structure” . We cannot assure you that the State Council will not
approve additional telecommunications services providersin the future, including providers of mobile
telecommunications services, that may compete against us. Increased competition from new entrantsin China's
telecommunications industry could adversely affect our financial condition and results of operations as aresult of,
among others, decreases in the rate of subscriber growth or tariff rates or increasesin selling and promotional
expenses.

In addition, we may also be subject to competition from new providers of telecommunication services as
aresult of technological developments and the convergence of various tel ecommunications services.

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

On December 11, 2001, Chinaofficially joined the World Trade Organization, or WTO. On January 1,
2002, the Administration of Foreign-Funded Telecommunications Enterprises Provisions was al so adopted, thereby
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implementing China's commitments to the WTO. Those commitments include the gradual reduction of foreign
ownership restrictionsin the telecommunications industry and the opening of the telecommunications market in
Mainland Chinato foreign investors. See*“ Item 4. Information on the Company — Business Overview —
Competition” . Thiscould 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 operation.

We are controlled by China Mobile Communications Corporation, which may not always act in our best
interest.

Asof May 31, 2003 China Maobile Communications Corporation indirectly owned an aggregate of
approximately 75.7% of our shares. Accordingly, China Mobile Communications Corporation is, and will be, able to:

nominate our entire 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 the approval of our shareholders.

The interests of China M obile Communications Corporation as our ultimate controlling person could
conflict with the interests of our minority shareholders.

In addition, China M obile Communications Corporation also provides our operating subsidiaries with
services that are necessary for our businessactivities, including:

interconnection arrangements with its other subsidiaries’ mobile telecommunications networks and
roaming arrangements; and

the coordination of the provision of inter-provincial transmission leased lines from other operatorsto us.

The interests of China Mobile Communications Corporation as the provider of these servicesto 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 isto 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 allocatesto us. The Ministry of
Information Industry allocated atotal of 34 MHz in the 900 MHz frequency band and the 1800 M Hz frequency band
to our parent company, China Mobile Communications Corporation. Under the existing agreement between China
M obile Communications Corporation and us, we have the exclusive rights to use those frequency spectrum in our
service regions.

We believe that our current spectrum allocation is sufficient for anticipated subscriber growth in the near
term, but we may need additional spectrum to accommodate future subscriber growth or to develop mobile
telecommunications services using new wirel ess telecommunications technologies. However, the Ministry of
Information Industry may determine not to allocate additional spectrum to us. 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, 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 mobil e telecommunications services depend, in large part, upon our interconnection arrangements
and access to the fixed line network. Interconnection isnecessary in the case of al local calls between our subscribers
and subscribers of fixed line or other maobile telecommunications networks. Interconnection and leased line
arrangements are al so necessary for international and certain domestic calls. We have entered into interconnection
and transmission line |easing agreements with other operators, including China Maobile Communications Corporation
and its other subsidiaries. We cannot assure you that increasing usage of the fixed line networks would not result in
additional strain on its switching capacity, or that the existing quality of the fixed line networks will remain adequate.

Theterms of our interconnection arrangements and |eased line arrangements have a material effect on
our operating revenue and expenses. In addition, our business and operations may be materially and adversdy
affectedif we cannot enter into futureinterconnection and | eased line agreements on commercially acceptabletermsor
on atimely basis.

Wemay beunableto obtain sufficient financingtofund our substantial capital requirements, which could
limit our growth potential and future prospects.

We estimate that we will require approximately RMB 124 billion (US$ 15 billion) for capital
expenditures from 2003 through the end of 2005 for arange of projects.

We believe that cash from operations, together with any necessary borrowings, will provide sufficient
financial resourcesto 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. In addition, a
significant feature of our business strategy isto continue exploring opportunities for strategic investmentsin the
telecommunications industry in Mainland China, which may require additional capital resources. The cost of
implementing new technologies, upgrading our networks or expanding capacity may also be significant. In particular,
in order for usto effectively respond to technological changes, we may be required to make substantial capital
expendituresin the near future.

Financing may not be available to us on acceptable terms. In addition, any future issuance of equity
securities, including securities convertible or exchangeabl e into or that represent the right to receive equity securities,
will require approval from the relevant government authorities. 1f adequate capital is not available, our growth
potential and future prospects could be adversely affected.

Changesin 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
telecommuni cations technol ogies that we currently employ may become obsolete or subject to competition from new
technologiesin the future, including new wirel esstelecommunicationstechnologies. I1n addition, the development and
application of new technologiesinvolvestime, substantial costs and risks, and the new technol ogies we implement,
such as wireless data applications, may not generate an acceptabl e rate of return.

Failureto capitalize on new business opportunities may have an adver se effect on our growth potential.

Weintend to pursue anumber of new growth opportunitiesin the broader telecommunications industry,
including wireless data. Our successwill depend in large part on our ability to offer services that address the market
demand arising from these opportunities. Inaddition, our ability to deploy and deliver these servicesdepends, in many
instances, on new and unproven technologies. Our wirel ess tel ecommunications technol ogies may not perform as
expected. We may not be able to successfully develop or obtain new technol ogies to effectively and economically
deliver these services. Furthermore, we may not be able to compete successfully in the delivery of
telecommuni cations services based on new technologies. Any failure to capitalize on new business opportunities may
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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 alink between electromagnetic fields and adverse health effects. Research into these
issuesis ongoing by government agencies, international health organizations and other scientific bodiesin order to
develop a better scientific understanding and public awareness of these issues. In addition, several wirelessindustry
parti cipants have become the targets of lawsuits alleging various health consequences as aresult 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
radiowave transmission will not impair our ability to retain customers and attract new customers, reduce wireless
telecommunications usage or result in litigation.

We cannot assure you that the historical rate of growth in Mainland Chinawill continuein the futureand
that an economic slowdown in Mainland China will not materially and adversely affect our financial
condition and results of operations, aswell as our future prospects.

We conduct most of our business and generate substantially all our revenuesin Mainland China. Asa
result, economic conditionsin Mainland China have a significant effect on our financial condition and results of
operations, aswell as our future prospects. In the past twenty years or so, the People's Republic of Chinahas been one
of theworld' s fastest growing economiesin terms of GDP growth. We cannot assure you, however, that such growth
will be sustained in the future. Moreover, the slowdown in the economies of the United States, the European Union
and certain Asian countriesin recent years may adversely affect economic growth in Mainland China. We cannot
assure you that our financial condition and results of operations, aswell as our future prospects, will not be materially
and adversely affected by an economic downturnin Mainland China.

We cannot assure you that the recent outbreak of severe acute respiratory syndrome, or SARS, in various
parts of Mainland China will not materially and adversely affect the Chinese economy, and that our
business and operations, aswell as our financial condition and results of operationswill not be materially
and adversely affected.

Since early 2003, Mainland China, Hong Kong, Taiwan, Singapore, Canada and certain other countries
and regions have been experiencing an outbreak of anew and highly contagious form of atypical pneumonia now
known as SARS. According to the World Health Organization, over 8,360 cases of SARS and more than 760 deaths
had been reported worldwide as of May 31, 2003. Although this outbreak occurred in early 2003, and, since April
2003, has particularly impacted the regions where we operate, many aspects of SARS, including its cause, means of
transmission and ability to survivein different environments, are still not well understood by the international medical
community. Consequently, we cannot predict at thistime the effect this outbreak could have on the Chinese economy
and our company. |n particular, thisoutbreak may significantly disrupt our ability to adequately staff our business, and
may generally disrupt our operations. Furthermore, this outbreak may severely restrict the level of economic activity
in affected areas, which may in turn adversely affect our business and prospects. As aresult, we cannot assure you that
the recent outbreak of SARS would not have a material adverse effect on our financial condition and results of
operations.
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Adverse changesin 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 will continue to have a positive effect
on the economic development of Mainland Chinaand that we will continue to benefit from such policies and
measures, these policies and measures may from time to time be modified or revised. Adverse changesin economic
and social conditionsin Mainland China, in the policies of the Chinese government or in the laws and regulationsin
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 devel opments could adversely affect our
business, such as reducing the demand for our services, aswell as our financial condition and results of operations.

The Renminbi isnot a freely convertible currency, which could limit the ability of our subsidiariesin
Mainland China to obtain sufficient foreign currency to satisfy their foreign currency requirements or
pay dividendsto us.

Substantially all of our revenues and operating expenses are denominated in Renminbi, while a portion
of our capital expenditures and indebtednessis 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 Exc hange for settlement of “current account
transactions” , including payment of dividends, by providing commercial documents evidencing these transactions.
They may also retain foreign exchangeintheir current accounts (subject to acap 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 ability to purchase and retain foreign currenciesin 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 dividendsto 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.

Fluctuationsin 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 deval uations or movements in the exchange rate of Renminbi and other currencies could
have an adverse effect on our financial condition and results of operations.

The Chinese legal system embodies uncertaintieswhich could limit the legal protections available to our
shareholders.

TheChineselegal systemisacivil law system based on written statutes. Unlike common law systems, it
isasystem in which decided legal cases have little precedential value. In 1979, the Chinese government began to
promul gate a comprehensive system of laws and regul ations governing economic mattersin general. Legislation over
the past 20 years has significantly enhanced the protection afforded to foreign investment in Mainland China. Our
existing subsidiaries are “ wholly foreign-owned enterprises’ which are enterprisesincorporated in Mainland China
and wholly-owned by Hong Kong, Macau, Taiwan or foreign investors, and subject to the laws and regulations
applicableto 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
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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”.

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

Our share price has been subject to significant volatility, in part due to highly volatile securities markets
generally, particularly for telecommunications companies' shares, as well as developmentsin our sales and operating
profit. Factorsother than our results of operationsthat may affect our share price include, anong 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 asthe 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“ Item9. Offer and
Listing Details” for information regarding the trading price history of our ordinary shares and ADSs.



Item 4.  Information on the Company.

We provide afull range of mobile telecommunications servicesin 21 service regionsin Mainland China,
consisting of sixteen provinces (Guangdong, Zhejiang, Jiangsu, Fujian, Henan, Hainan, Hebei, Liaoning, Shandong,
Anhui, Jiangxi, Sichuan, Hubei, Hunan, Shaanxi and Shanxi), four municipalities (Beijing, Shanghai, Tianjin and
Chongging) and one autonomous region (Guangxi Zhuang Autonomous Region). Our service regions cover many of
the economically more advanced provinces, municipalities and autonomous region in Mainland China. The total
population residing within our service area exceeds one billion. Based on publicly available information, we are the
leading provider of mobile telecommunications services in each of these regions and the largest provider of mobile
telecommunications servicesin the world as measured by total number of subscribers as of December 31, 2002. As of
December 31, 2002, our total number of subscribers was approximately 117.7 million, representing approximately
67% of all mobile telecommunications services subscribersin our service regions. In addition, based on information
compiled by the Ministry of Information Industry, our total number of subscribers represented approximately 57% of
all mobile telecommunications services subscribers in Mainland China as of December 31, 2002. As of
April 30, 2003, our total number of subscribers reached 125.5 million.

The History and Development of the Company

Wewereincorporated under the laws of Hong K ong on September 3, 1997 asalimited liability company
under the name “ China Telecom (Hong Kong) Limited” . We changed our nameto “ 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
fiveordinary shares, arelisted onthe New Y ork Stock Exchange. Our agent for service of processin the United States
is CT Corporation System, and their addressis 111 Eighth Avenue, 13th Floor, New York, NY 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
preparationfor our initial public offeringin 1997, theformer Ministry of Postsand Telecommunicationstransferredto
usal1l00% equity interest in Guangdong Mobileand a99.63% equity interest in Zhejiang Mobile. Sincethen, wehave
significantly expanded the geographical coverage of our operations through a series of acquisitions from China
Mobile Communications Corporation, our indirect controlling shareholder, of mobile telecommunications operations
conducted by itsregional 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 Mabile
Communication Company Limited, or Hainan Mobile, on November 12, 1999 for atotal 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 atotal purchase



price of HK$ 256.0 hillion, 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, Chongging
Mobile Communication Company Limited, or Chongging Mobile, Sichuan Mobile Communication
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 atotal purchase price of US$ 8,573 million, consisting of
aninitial 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 theinitial consideration by applyinga
portion of our existing internal cash resources, in the amount of US$ 2,400 million, combined with
proceeds from the issuance of new sharesin 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 RMB 3 billion guaranteed bonds due 2007 and RMB 5 hillion 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.

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 usto realize certain synergies and economies of scale. A discussion of the financial impact of
these acquisitionsis set forthin“ Item 5. Operating and Financial Review and Prospects’.

Industry Restructuring and Changesin Our Shareholding Structure

Prior to 1993, all public telecommunications networks and servicesin 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 telecommunicationsindustry, 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 functionsin respect of state-owned enterprises. In
thefirst half of 2000, the Chinese government substantially completed the industry restructuring. Asaresult, the
Ministry of Information Industry ceased to have an indirect controlling interest in us, and no longer exercises control
over telecommunications operations, but continuesin its capacity as industry regulator providing industry policy
guidanceaswell asexercising regulatory authority over all tel ecommunications servicesprovidersin 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
telecommuni cations, mobile telecommunications, paging and satellite telecommunications. ChinaMobile
Communications Corporation was established 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 China
M obile Communications Corporation obtai ned 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 China Mobile
Communications Corporation. As aresult, China Mobile Communications Corporation has become the owner of all
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voting shares and economic interest in China Mobile (Hong Kong) Group Limited and thus all of the Chinese
government’sinterest in us. Asof May 31, 2003, China Mobile Communications Corporation indirectly owned
approximately 75.7% of all our outstanding shares, including shares represented by ADSs.

Asastate-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
and consists of ten regional telecommunications companies originally owned by the former China
Telecommunications Corporation in Beijing, Tianjin and eight provinces, 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,
directly-administered municipalities and autonomous regions. As aresult, apart from China Mobile Communications
Corporation, principal participants in the telecommunications industry in Mainland China also include China
Telecom, China Netcom, China Unicom, China Satellite Communications Corporation and China Railcom. Among
those six participants, China Mobile Communications Corporation (including us) and China Unicom are the two
operators that provide mobile telecommunications servicesin Mainland China.
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Organizational Structure

Asof May 31, 2003, China Mobile Communications Corporation, a company incorporated in China,
owned 75.7% equity interest in us through intermediate holding companies. Asof May 31, 2003, we owned 100%
equity interest 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 Mabile, Anhui Mobile, Jiangxi Mobile, Chongging Mobile, Sichuan Mobile, Hubei Mobile, Hunan Mobile,
Shaanxi Mobile and Shanxi Mobile through intermediate holding companies, and 66.4% equity interest in Aspire
Holdings Limited, a company incorporated in the Cayman Islands.

In addition to its shareholding interest in us, China Mobile Communications Corporation operates the
|eading mobile telecommuni cations businesses in Mainland China outside our 21 service regions.

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 aregional headquartersin each of the 21 regionsin
Mainland Chinawhere we operate. Our web site address is www.chinamobilehk.com. The information on our web
siteisnot apart of thisannual report.
Business Overview

We offer mobile telecommunications services principally using the Global System for Mobile
Communications, or GSM, standard. GSM is a pan-European mabile telephone system based on digital transmission
and mobile telecommunications network architecture with roaming capabilities. Our GSM networks reach all cities
and counties and major roads and highways within our service regions.

Our Strategy

As apioneer and the market leader in the world’s largest mobile tel ecommunications market, we intend

to leverage our extensive and high quality mobile telecommunications network and our subscriber base and maintain

our position as the only operator in Mainland China exclusively specialized in mobile telecommunications.

We believe the mobile telecommunications market in Mainland Chinawill continue to expand rapidly,
and we have designed our business strategy accordingly to include the following key elements:

continue to actively grow our core mobile telecommunications services by:
mai ntaining focus on developing a high-quality subscriber base;
broadening our subscriber base and increasing market penetration;
adopting rational and effective strategies to maintain our competitiveness;

addressing different needs of brand-conscious customers, “technophiles’ and val ue-conscious
customers;

enhancing customer satisfaction and loyalty;
enhancing brand value;

providing personalized and high-quality services;



developing new products; and
nurturing our human capital; and
take advantage of our current leadership position and increase our operational efficiency by:

realizing economies of scalein procuring equipment and services, including leased lines and
network infrastructure equipment;

centralizing our research and development efforts;
exploring new technologies; and
maintaining and utilizingthe* CHINA MOBILE” brand nameto promoteour productsand services.
Subscribers and Usage
Our subscriber base has grown substantially from 6.5 million at the end of 1998 to 117.7 million at the
end of 2002. As of December 31, 2002, we had a market share of approximately 67% in our 21 service regions. Our
acquisition of atotal of 19 regional mobile telecommunications companies between June 1998 and July 2002 has
substantially expanded our subscriber base. Asof April 30, 2003, our total number of subscribers reached
approximately 125.5 million. In addition to our acquisitions, our subscriber growth is also attributable to a number of
other factors, including:
significant economic growth in our markets;
our network expansion and development;

our increased marketing and sales efforts and improved distribution channels;

decreased cost of initiating services due to a decline in handset prices as well asthe gradual decrease and
final elimination of the connection fees and the adjustmentsin other tariffsfor our services; and

our new serviceinitiatives, enhanced roaming capabilities and value added services.

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

Asof or for theyear ended December 31,

2000 2001 2002
Subscribers (in millions)
Contract subscribers 324 34.0 49.0
Prepaid subscribers..........ccccoeee.. 12.7 35.6 68.7
TOA oottt e 45.1 69.6 117.7
Minutes of Usage (in billions) @
Contract SUDSCHIDENS.........cooviiieieese e 118.2 130.8 192.6
Prepaid SUDSCHIDErS ..o 6.9 30.5 67.5
T coovvevriee et 1251 161.3 260.1
Average Minutes of Usage Per Subscriber
Per Month @
Contract subscribers 326 329 334
Prepaid subscribers.........cccovveeeee. 125 103 99
BIENed .....oeeeeeeeeee e 299 233 207



Asof or for theyear ended December 31,

2000 2001 2002
Average Revenue Per Subscriber
Per Month (RMB) ©
Contract SUDSCHIDENS.........cooviiieiceese e 241 199 176
Prepaid subscribers........occoovvciiereee 87 72 63
Blended ........ccooviieieniineeenee 221 145 115
Average Monthly Churn Rate (%) @ 0.45 0.55 0.69

(1) Thetotal minutes of usage for each of 2000 and 2002 include the full year minutes of usages of the regional mobile
telecommuni cations companieswe acquired for each year asif the respective acquisition occurred at the beginning of that year
and are presented for ease of comparison.

(2) Calculated by (A) dividing the total minutes of usage (calculated in the manner as set forth in note (1) above) during the
relevant year by the average number of subscribers during the year (cal culated 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.

(3) 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 (2) above) and (B) dividing the result by 12. For purposes of thisnote (3) only,
for 2000 and 2002, both operating revenue and average number of subscribers take into account the full year effect of the
regional mobile telecommunications companies we acquired for each year asif the respective acquisition occurred at the
beginning of that year.

(4) 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 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 by (B) 12. Onthisbasis, 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 rate for each of 2000 and 2002 is calculated based on the full year information pertaining to the
relevant newly-acquired regional mobile telecommunications companies as if the respective acquisition occurred at the
beginning of that year and is presented for ease of comparison.

The size and composition of our subscriber base and subscribers’ usage patterns have changed over the
last few years. Thecost of initiating serviceshasdecreased dueto adeclinein handset prices, the connectionfeeshave
been reduced and ultimately eliminated, other tariffs for our services have been adjusted, and mobile
telecommuni cations technol ogies have improved over time. Asaresult, mobile telecommunications services have
become increasingly popular for both business and social uses. In general, the highest usage subscribers with the
greatest tel ecommunications needs have tended to be the early subscribers of mobile services. As penetration
increases, newer subscribers on average incur lower monthly usage, and are generally more price-sensitive.
Accordingly, asistypical in many countries with developing mobile telecommunications markets, the average usage
and revenue per subscriber have declined over the last few years as our mobile penetration has increased. However,
total minutes of usage of our subscribers continued to grow significantly in 2000, 2001 and 2002.

Prepaid Services

Beginning in the second half of 1999, we introduced prepaid services. We market a substantial portion
of our prepaid services under the“ Shenzhouxing” brand. We also market other types of prepaid servicesto our
subscribers. Our prepaid subscribers can make and receive local and domestic and international long distance calls,
and most of those subscribers also enjoy nationwide domestic roaming services.

Our prepaid services complement our traditional contract services and are an important means of
expanding our subscriber base. In addition, continued economic growth, the benefits of mobility and current low
mobile penetration ratesin Mainland China compared to demographically and culturally similar markets are among
the important factors that will further drive mobile telecommunications services subscriber growth towards eventual
mass popularization. Furthermore, prepaid services represent an effective tool for capturing additional subscribers
and driving penetration in devel oping markets, such as Mainland China, while keeping credit quality in check.



Prepaid services also help introduce the enhanced benefit of mobility to non-mobile users.

Our prepaid services experienced rapid and significant growth in 2002. As of December 31, 2002, we
had an aggregate of approximately 68.7 million subscribers for our prepaid service, representing an increase of 92.7%
from December 31, 2001. Thisincrease was also partially due to our acquisition of the eight regional mobile
telecommunications companiesin 2002. Our prepaid subscribers represented 58.3% of our total subscriber base as of
December 31, 2002, and our net additional prepaid subscribers represented 68.7% of our net additional subscribersin
2002.

Tariffs

Thetariffs payable by our subscribersinclude primarily usage charges, monthly fees and service feesfor
value added services. Usage chargesfor 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, subscribersincur aroaming 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 State Development and Reform Commission (the successor to the former State
Development and Planning Commission) and the relevant price regulatory authoritiesin our serviceregions. The
actual pricerangein each serviceregionisproposed by anetwork operator in that service region and must be approved
by the relevant price regulatory authoritiesin that service region. 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 State Devel opment and Reform
Commission.

Connection feesin all our service regions were eliminated on July 1, 2001. While the elimination of
connection fees may have adversely affected our revenue growth in the short term, we believe that such elimination
will help to further expand our subscriber base and increase total subscriber usage of our mobile telecommunications
services, thereby contributing to our revenue growth in the long term.

Tariff Adjustments. Aspart of theeffortsto further rationalizethetariff structure of telecommunications
services, the Chinese government announced a wide range of tariff adjustments, which took effect at various datesin
thefirst half of 2001. Thetariff adjustmentsthat affect our mobil e telecommunications servicesinclude the shortening
of abilling unit from one minuteto six seconds for long distancecall rates (other than ratesfor I nternet Protocol phone
calls), the general reduction in domestic and international long distance call rates, the elimination of various
surcharges and a general reduction in leased line tariffs. In particular, domestic long distance call rates have been
adjusted from the range of RMB 0.50 to RMB 1.00 per minute to the uniform rate of RMB 0.07 per six-second billing
unit. Although the adjustmentsin long distance call rates and the elimination of surcharges may reduce our revenuein
the short term, we expect that they are likely to stimulate increased subscriber usage and contribute to our overall
revenuegrowthinthelong run. Inaddition, wewill be ableto achieve savingsinleased line expensesasaresult of the
reduction in leased line tariffs.

| nterconnection

Interconnection refers to various arrangements that permit the connection of our networks to other
networks such as the fixed line networks.

I nterconnection with other Operators (for Local and Long Distance Calls). Our networks
interconnect with the public fixed line networks of fixed line operators, allowing our subscribersto communicate with
fixed line subscribers and to make and receive local, domestic and international long distance calls. Each of our
operating subsidiaries has interconnection agreements with fixed line operators in its service region. The economic
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terms of these agreements are standardized from province to province.

OnMarch 21, 2001, we began paying fixed line operators RMB 0.03 per minute of the base usage charge
for al callsfrom our subscribers to China Unicom’s subscribers connected through their networks. Prior to March 21,
2001, we paid these fixed line operators RMB 0.05 per minute of the base usage charge for calls connected through
their networks when our subscriber was the calling party.

I nterconnection with China Mobile Communications Corporation (for Long Distance Calls and
Roaming Calls). We also have an inter-provincial interconnection and roaming agreement with ChinaMobile
Communications Corporation, under which the other subsidiaries of China Mobile Communications Corporation and
us provide each other with domestic inter-provincial network interconnection services and domestic and international
roaming services.

I nterconnection Revenue Sharing and Settlement. Where calls involve interconnection with the
network of the fixed line operators or China Mobile Communications Corporation’s network, our interconnection
arrangement with the fixed line operators or China Mobile Communications Corporation provides for the sharing and
settlement of revenues from the base usage charge and, if applicable, roaming charges and domestic and international
long distance charges.

A number of the settlement rates have been adjusted effective March 21, 2001. The following table
summarizes the terms of our interconnection arrangement with fixed line operators for non-roaming local calls,
including the rates after adjustment and, in parenthesis, the rates prior to adjustment.

Revenue Sharing and Settlement of
Base Usage Chargesfor Non-Roaming Local Calls

Originating Subscriber Terminating Subscriber Settlement Arrangements
Our subscriber Subscriber of fixed line We pay RMB 0.06 (previously
operators RMB 0.05) per minute to fixed line
operators
Subscriber of fixed line operators Our subscriber No revenue sharing or settlement

Where applicable, we collect domestic long distance chargesin addition to the base usage charges. The
following table summarizes the terms of our interconnection arrangement with fixed line operators and China Mobile
Communications Corporation for domestic long distance calls.
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Revenue Sharing and Settlement of Domestic L ong Distance Calls

Originating Subscriber

Terminating Subscriber

Settlement Arrangements

Our subscriber

Subscriber of fixed line
operatorsin our service
regions

Our subscriber

ChinaMobile
Communications

Corporation’s subscriber

Subscriber of fixed line
operators

Our subscriber or China
Mobile Communications
Corporation’s subscriber

ChinaMabile
Communications
Corporation’s subscriber

Our subscriber

(1) The adjusted rates are hilled at six-second units.

If the call isrouted through the transmission lines of
the fixed line operators, we keep RMB 0.06
(previously RMB 0.14) per minute of the domestic
long distance calling charg%(l) and pay the remaining
portion to the fixed line operators. If the call is routed
through our network, we pay the fixed line operators
RMB 0.06 (previously RMB 0.05) per minute and
keep the remaining portion.

If the call isrouted through our transmission lines, the
fixed line operators keep RMB 0.06 (previously
RMB 0.14) per minute of the domestic long distance
charges™ and pay the remaining portion to us.

We collect the domestic long distance charge of
RMB 0.07 per six seconds (previously

RM B 0.50-1.00 per minute), and there is no revenue
sharing or settlement.®

China Mobile Communications Corporation collects
the domestic long distance charge of RMB 0.07 per
six seconds (previously RMB 0.50-1.00 per minute),
and thereis no revenue sharing or settlement.?

(2) Except for roaming calls. See table under “— Roaming” for revenue sharing and settlement for roaming calls.

Where applicable, we collect international long distance charges in addition to base usage charges. The
following table summarizes the terms of our interconnection arrangement with international gateway operators for
international long distance calls, including the rates after adjustment and, in parenthesis, the rates before adjusment.

Revenue Sharing and Settlement of International L ong Distance Charges

Type of Call

Settlement Arrangements

Outgoing calls from our
subscriber

Incoming callsto our
subscriber

We keep RMB 0.54 (previously RMB 0.20) per minute'? (if the call is routed
through our domestic long distance transmission lines) or RMB 0.06
(previously RMB 0.20) per minute' (if the call is not routed through our
domestic long distance transmission lines) of the international long distance
charge and pay the remaining portion to international gateway operators.

We receive from the international telecommunications operator of the calling
party RMB 0.54 (previously RMB 0.63) per minute (if the call is routed
through our domestic long distance transmission lines) or RMB 0.06
(previously RMB 0.07) per minute of the calling charge (if the call isnot routed
through our domestic long distance transmission lines).

(1) The adjusted rates are hilled at six-second units.



Roaming

We provide roaming services to our subscribers, which allow them to access our telecommunications
serviceswhilethey are physically outside of their registered service areaand arein other parts of our serviceregionsor
in the coverage areas of other mobile telecommunications networks with which we have roaming arrangement.

Under our domestic roaming arrangement with China Mobile Communications Corporation, our
subscribers can make and receive calls while they are located in the coverage areas of China Mobile Communications
Corporation in the rest of Mainland China outside our service regions. Conversely, we offer roaming servicesto
China Mobile Communications Corporation’s subscribers while they are in our service regions. Asof December 31,
2002, we offered roaming capabilitiesin 116 countries and regions around the world under our roaming arrangements
with relevant local operators.

A mobile telecommunications services subscriber using roaming servicesis charged at our per-minute
roaming charge (instead of the base usage charge) for both incoming and outgoing calls, plus applicable long distance
charges. The following table sets forth our revenue sharing and settlement arrangement with China Mobile
Communications Corporation for base roaming charges. We currently do not have aroaming arrangement with China
Unicom.

Revenue Sharing and Settlement of the Base Roaming Charges

Type of Roaming Settlement Agreements

Our subscriber roaming into the mobile We pay China Mobile Communications Corporation 80% of the
network of China Mobile Communications base roaming charge payable by our subscribers.
Corporation

Subscriber of ChinaMobile Communications China Mobile Communications Corporation pays us 80% of the
Corporation roaming into our network base roaming charge charged to its subscribers.

Revenue Sharing and Settlement of Long Distance Charge When Roaming. In addition to the base
roaming charge, long distance charges may be assessed when a subscriber isroaming. Where amobile
telecommunications services subscriber makes a call while roaming, the home network operator collects all long
distance chargesincurred and pays all such chargesto the operator of the visited network. The visited network
operator then settles those long distance charges, if settlement applies, in accordance with the long distance revenue
sharing and settlement arrangements described above. Where a mobile telecommunications services subscriber
receives acall while roaming, the home network operator receives and keeps all long distance charges incurred by that
subscriber.

New Services

In addition to basic mobile tel ecommunications services, we offer a number of new services such as
wireless data and voice functions.

Voice Functions. We offer avariety of basic value added services with voice functions, including call
forwarding, call waiting, conference calling, call limitation, voice mail and“ Chinese Secretary” , alive answering
service.

Wireless Data and Mobile I nternet Services. We believe that wireless datawill be one of the fastest
growing segments of the telecommunications market in Mainland China over the next several years. Weintend to
further expand our wireless data services. Asof December 31, 2002, our wireless data services subscribers reached
57.7 million, which represented a 171% increase compared to 21.3 million subscribers as of December 31, 2001, and
accounted for 49.1% of our total subscribers.

In 1999, we began using our short message service platform to develop new value added servicesin
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selected citiesin our service areas, including stock price quotations, sports news, weather forecasts and online
payments. The short message usage volume has grown rapidly since then and has reached 40.4 billion in 2002 from
6.1 billionin2001. Weplanto continueutilizing our GSM network to provide data services based on the current short
message service platform where consumer demands can be more economically served by short message service.
These data servicesinclude, for example, the transmission of short messages to facsimile and e-mail addresses.

Inthe last quarter of 2000, we introduced our “Monternet” mobile data businesses based on the mobile
information service platform, making us the first mobile service provider in Mainland Chinato combine mobile data
businesses with mobile telecommunications services. For our “Monternet” service, we collect 100% of the
communication fees, and between 9% to 15% of the messaging service fees from the service providers. 1n 2001, we
began to provide extensive “Monternet” applications and services. In addition, by providing corporate subscribers
with an integrated, unified mobile voice-data solution, including through the utilization of a combination of
technologies such as the virtual private mobile network, or VPMN, and group short messaging services, we believe
“Monternet” will stimulatethefurther development of our wirel ess databusinesses, make our services more appealing
to customers and help us attract and keep corporate subscribers.

In 2001, we completed the construction of an Internet Protocol backbone network, known as CM Net,
and launched Internet Protocol-based, or |1 P-based, long distance call services over CMNet. We expect that CMNet
will also serve as an important component of our wireless data and mobile Internet services.

We commercially launched General Packet Radio Services, or GPRS, in thefirst half of the year 2002.
GPRS technology enables operators to provide end-to-end packet-switched data transmission on the existing GSM
network, which improves wireless network utilization and enhances the wireless accessrate for avariety of data
applications.

Wealso provide other mobiledataservicesto our customers, such as e-Freedom, MultimediaMessaging
Service, or MMS, mobile Internet, M -commerce, GPRS applications-based and intelligent network-based
value-added services and corporate applications. We provide e-Freedom services to customers so that they can enjoy
the freedom of wirelessaccessto the I nternet or intranet by inserting anetwork card (including GPRS card or Wireless
Local Area Network, or WLAN, card) and an exclusive data subscriber identity module card, or SIM card, into a
notebook computer or personal digital assistant, or PDA, without the need of other external devices. Customers use
our MM Sto deliver messages with animated color pictures, sounds, text and motion pictures. As of December 31,
2002, over 500 service providers provided mobile Internet content and services for Monternet through our mobile
telecommunications channels and mobile information service platform.

ISP Services. We began providing Internet service provider, or ISP, servicesin 2000. |SP services
enable both mobile and fixed line subscribers to access the Internet via our networks by dialing the prefix “ 172XX”.
We are planning to provide integrated voice, data and video access to both mobile tel ecommunications services
subscribers and non-mobile telecommunications services subscribers through such servicesin the near future.

Research and Devel opment
Our research and development efforts focus on:

devel oping advanced data application solutions suitable for the particulars of the consumer marketsin
Mainland China; and

monitoring technological trends, including advancement in third generation mobile telecommunications
technology, that may have an impact on the development of our current business and the implementation
of our wireless data strategy.

In light of the increasingly competitive and rapidly evolving telecommunications market in Mainland
China, we expect to continue to devote resources to the research and development of new products, services and
technology applications.



To focus our mobile data activities and consolidate related research and devel opment efforts, we formed
Aspire Holdings Limited, or Aspire, as a majority-owned subsidiary with operations based in Shenzhen, China, in
June 2000. The principal business focuses of Aspireinclude systems integration, product development, and technical
support for mobile data systems and related applicationsin Mainland China. Aspire also operates our mobile data
research and development center in Shenzhen, China.

In January 2001, Aspire formed a business alliance with Hewlett-Packard Company to develop wireless
data and Internet and related applications. Hewlett-Packard assists with the design, implementation and support of
Aspire’ s services in China, and has been designated as the preferred provider of hardware and related servicesto
Aspireif theseproductsand servicesare of at |east the same quality and pricing termsasother competing productsand
services. Conversely, Hewlett-Packard has designated Aspire asits preferred customer, which entitles Aspire to the
best customer price and financing options available for Hewlett-Packard’s products and services under
Hewlett-Packard's preferred partner prograns prevailing in Mainland China. As part of the business alliance,
Hanover Asia-Pacific Investments Limited, an indirectly wholly-owned subsidiary of Hewlett-Packard, agreed to
make an equity investment of up to 7% in Aspire. In January 2002, Vodafone Jersey, awholly-owned subsidiary of
Vodafone invested US$ 34.965 million in Aspire, and as aresult, Hanover invested an additional US$ 16 million in
Aspire to maintain its equity holding in Aspire at 7%.

Also in January 2001, Aspire entered into a master agreement with each of us and ChinaMobile
Communications Corporation for the devel opment of our mobileinformation service center platform and that of China
M obile Communications Corporation. Under each of the master agreements, Aspire will provide system and gateway
integration services, hardware, software and system development, technical support and major overhaul services of
data centers to us and China M obile Communications Corporation.

Aspart of our strategic alliance with VVodafone, Vodaf one Americas Asialnc., asubsidiary of Vodafone,
entered into abusiness alliance agreement with Aspire. Under the business alliance agreement between Aspire and
Vodafone Americas, Aspire will engage Vodafone Global Platform and Internet Services, a unit of Vodafone
Americas, as apreferred provider of wireless data application software in relation to the Aspire Mobile Information
Service Center Platform, provided that the software supplied to Aspire has at |east equivalent technical specifications
on the same or better commercial terms. Aspire and V odafone Global Platform and Internet Services also agreed to
usetheir reasonable effortsto coordinate the devel opment of their respectivewirelessdata platformswith theintention
of providing seamless delivery of servicesto their respective roaming customers on their wireless data platforms and
enabling content and application providers to use a single application programming interface.

In addition to devel oping, constructing and marketing the Platform, Aspire also conducts research and
development activitiesrelated to new data services and products. Aspireisan important part of our overall strategy to
capture the fast growing wireless data sector in Mainland China.

Customer Service, Billing and Credit Control

We provide afull range of services that emphasize customer care from the point of sale onward. At the
point of sale, after all application procedures have been completed, we are generally able to immediately activate new
subscriber connections for our GSM services. Our after-sales customer support servicesinclude ageneral customer
service hotline for all of our 21 service regions, which offers an interactive voice response system as well aslive
operator assistance.

We consider high-usage corporate and individual subscribers to be our most valuable customers. To
better serve these valuable customers, we introduced a corporate client account relationship manager system, whereby
account managers provide personalized products and servicesto our corporate customers and high-value customers.
In addition, we established designated service centers, service and complaint hotlines to serve these customers.

We alsoissue VIP cardsto our high-value subscribers so that they may enjoy privilegesin other
industries. In addition, we provide complimentary training on the use of new servicesto our high-value subscribers, as
well as preferential trial use of new services. Furthermore, for certain corporate customers, we provide virtual private
mobile network services.



In 2002, we began to implement a“ Customer Point Reward Program” , which is a bonus point based
scheme that rewards customers according to their service consumption, loyalty and payment history. Based on
customers' annual point accumulations, high-value customers are further classified into four categories: “ GoTone
Diamond”,“ GoToneGold” ,"“ GoToneSilver” and“ GoToneVIP’ cardholders. Customersinthesefour classifications
are eligible to receive targeted rewards, including some of our own products and services, as well as those of our
business partners.

While contract subscribers are not required to deposit funds before the initiation of local service, these
subscribers may choose to make deposits, and may implement direct debit instructions with their banks to make such
depositsfor the purpose of facilitating account payments. Our prepaid subscribers may also choose to authorize the
automatic adding of value to their stored value cards through direct debit arrangements. Despite the lack of widely
available consumer credit information servicesin Mainland China, we have implemented certain subscriber
registration procedures, such asidentity checks and background checks for corporate customers, to enhance credit
control.

Generally, we have the same settlement policy for all of our subscribers. This policy requires our
subscribers to settle their individual accounts on amonthly basis. Subscribers may make payments through various
means, including:

through direct debit accounts established at certain banks and certain post offices;
in person at numerous retail outlets and authorized dealers;
by using top-off cards; or
by prepayment.
Detailed statements are provided to subscribers upon request.

We impose alate payment fee on each subscriber whose account is not paid by the monthly due date.
Our current policy isto deactivate the subscriber’s servicesif the subscriber’s account remains overdue after one
month. Subscribers whose services have been involuntarily deactivated must pay all overdue amounts, including
applicable late payment fees, to reactivate services.

We make provision for doubtful accounts based on our assessment of the recoverability of accounts
receivable on maturity. In particular, we make full provision for accounts receivable older than three months. The
total amount of the provision for doubtful accounts for each of 2000, 2001 and 2002 was RMB 1,346 million,
RMB 1,737 million and RMB 1,749 million, respectively, or 2.1%, 1.7% and 1.4% of total operating revenue,
respectively.

Information Systems

Our information systems primarily consist of a business operation support system, a management
information system, a network management system and our internal communications network. The business
operation support system provides day-to-day operational support to each business unit, and isa unified and
comprehensive system that enablesthe sharing of information resources. Thissystem standardizesand integrateseach
of our sales, billing, settlement, customer service and network failure handling databases in a centralized and orderly
manner. The management information system collects and processes our management information and provides
support to our management personnel. In addition, this system has computerized and automated our management in
finance, inventory, procurement and projects. The network management system collects and processes the operating
data from each network and manages, supervises and controls our networks for safe and efficient operation. Our
internal communications network consists of our internal computer network, video conference system, telephone
system and others, the combination of which supports our internal communications.

We have upgraded and integrated our information systems several times to keep up with our operational
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and management needs. Our investment in information systems was increased in 2002, and is expected to be further
increased in the near future. In particular, we have been successfully operating our management information system
since 2000 in our regional companies in Guangdong, Jiangsu and Zhejiang. During 2001, we began to extend this
system to ten other regional mobile telecommunications companies and have achieved good results, and we arein the
process of extending this system to the remaining regional mobile telecommunications companies.

Sales Network and Marketing

Since early 1997, we have significantly expanded our marketing and distribution efforts to attract an
increasingly diverse base of new subscribers. We have focused on expanding our distribution channels while
emphasizing our brand name, superior network and service quality.

Our sales network was restructured in 2002 to form the following sales and service channels:

proprietary or co-operative sales outlets, franchise stores and designated specialty stores, which serve as
our main sales and services network;

general sales agency outlets, which provide the principal salesforce; and
online and hotline services.

In addition, we also set up concept storesin major cities within our service regionsto showcase our
services and products, particularly our mobile data services, and to facilitate certain sales and marketing activities.

At December 31, 2002, we had a sales network consisting of over 61,000 outlets, representing an
increase of 76.8% over 2001, mainly due to our acquisition of the eight regional mobile telecommunications
companiesin 2002. Among these outlets, approximately 3,700 were our proprietary sales outlets.

Brand Name

As apioneer and the market leader in our markets, we believe we are well positioned to further develop
our brand name. We market our services under the“ CHINA MOBILE” brand name, which is aregistered trademark
in Mainland China owned by China Mobile Communications Corporation and the marketing name used by it
throughout Mainland China. Asaresult of promotional and marketing initiatives by us and ChinaMobile
Communications Corporation’s other operating subsidiaries, the brand has attained wide recognition and is closely
identified with us by consumers. In addition, China Mobile Communications Corporation has filed applicationsin
HongKongtoregister the* CHINA MOBILE” nameand logo asatrademark for certain classes of goodsand services.
As of December 31, 2002, the* CHINA MOBILE" name has been registered as a trademark for amajority of such
classes of goods and services. Furthermore, China Mobile Communications Corporation has filed applications to
register the“ CHINA MOBILE" name and logo as atrademark in Bangladesh, Canada, India, Indonesia, Macau,
Malaysia, Philippines, South Korea, Taiwan, Thailand and the United States, and the* CHINA MOBILE”’ name has
been registered as atrademark in Cambodia and New Zealand.

In July 2002, we entered into a new non-exclusive licensing agreement with ChinaMobile
Communications Corporation for the use of the CHINA MOBILE” name and logo by us and our operating
subsidiaries. Under this agreement, no license fee is payable by usfor the first five years from the effective date of the
trademark registration in Chinaand any fees payable after that will be no less favorable than fees paid by other
affiliates of China Mobile Communications Corporation.

We market our wireless data services under the “MONTERNET” brand name throughout Mainland
China. Wehavefiled applicationsin Mainland China, Hong Kong, Canada, the European Union and the United States
to register the“MONTERNET” name and logo as atrademark for certain classes of goods and services.



Mobile Telecommunications Networks

We offer mobile tel ecommunications services using the GSM standard. Each of our GSM networks
consists of:

base stations or base transceiver stations, which are transmitters and receiversthat serve as abridge
between all mobile usersin acell and connect mobile calls to the mobile switching center;

base station controllers, which connect to, and monitor and control, the base transceiver station within
each cell, performing the functions of message exchange and frequency administration;

mobile switching centers, which are central switching pointsto which each call is connected, and which
control the base station controllers and the routing of calls;

transmission lines, which link the mobile switching centers, base station controllers, base transceiver
stations and other telecommunications networks; and

software applications that drive the mobile telecommunicationsinfrastructure.

The following table sets forth certain selected information regarding our GSM networks as of December
31, 2000, 2001 and 2002:

2000 2001 2002
Subscribers (in thousands) 43,185 69,643 117,676
Voice channels (in thousands)...........ccccevereeeererenee. 1,860 2,787 4,712
Mobile switching Centers..........ccoveneneeeneeeennenen: 470 599 1,020
Base station controllers.........coeveeneenesenieneneenens 1,162 1,480 2,493
Base transceiver Stations...........ccveeereeeneeeeneeeensenens 31,593 43,223 84,824

GSM Network Capacity Expansion Plans. Asof January 1, 2002, all of our subscribers use digital
GSM services. Weintend to continue our network expansion and improvement with an emphasis on increasing the
coverage and capacity and improving the operating efficiency of our GSM networks. Our network expansion plans
depend to alarge extent upon the availability of sufficient spectrum. In addition, in order to improve the capacity of
our mobile telecommunications networks in certain major urban centers, we introduced the GSM -compatible 1800
MHz Digital Cellular System.

Migration from Analog to Digital Network. Recent advancesin GSM technologies have substantially
increased network capacity and service quality. The economic life cycle of our analog network egquipment was also
much more limited than that of our digital networks. We terminated our analog services on December 31, 2001 in
order to utilize our spectrum resources more efficiently and accel erate the enhancement of our network. As of
December 31, 2001, substartially all of our analog service subscribers migrated to our GSM network.

Spectrum. A mobile telecommunications network’s capacity isto a certain extent limited by the amount
of frequency spectrum available. The Ministry of Information Industry allocated atotal of 34 MHz in the 900 MHz
frequency band and the 1800 MHz frequency band to our parent company, China Mobile Communications
Corporation. Under the existing agreement between China M obile Communications Corporation and us, we have the
exclusive right to use such frequency spectrum in our service regions.

Transmission I nfrastructure. The physical infrastructure linking our base transceiver stations, base

station controllers and mobile switching centers and interconnecting our networks to the fixed line network consists of
transmissions lines, which provide the backbone infrastructure by which mobile call trafficis carried.
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Intra-Provincial Transmission Lines. We currently lease intra-provincial and local transmission lines
principally from fixed line operatorsin our 21 service regions and pay them fees based on tariff schedul es stipulated
by the relevant regulatory authorities after adjusting for the discounts that we have negotiated.

We have aso built our own infrastructure in certain areas where the fixed line network operators do not
currently have any transmission lines in place or where the leasing of existing linesis not economical. Aspart of our
network operation strategy, we have allocated funds, and have planned certain capital expenditures, for the
construction of our own transmission lines where economically advantageous, such asin high call traffic areas. In
areas where the leasing of transmission lines makes more economic sense, we intend to continue to leverage our group
buying capacity to negotiate preferential leasing rates.

Inter-Provincial Transmission Lines. In May 2000, we entered into an inter-provincial leased line
agreement with China Mobile Communications Corporation, which was supplemented in September 2000, extending
the application of this agreement to the seven regional mobile telecommunications companies we acquired in 2000
effective upon our acquisition. We entered into afurther supplemental agreement in April 2002, which extended the
application of this agreement to the eight regiona mobile telecommunications companies we acquired in 2002. The
leased inter-provincial transmission lines link our mobile switching centers with each other and with China Mobile
Communications Corporation’s other mobile switching centers.

Prior to these arrangements, weleased intra-provincial transmission linesto link our network to thefixed
line network, but did not lease any inter-provincial transmission lines. Instead, we paid ChinaMobile
Communications Corporation an inter-provincial interconnection fee. The leasing charge payable by usis determined
based on the standard |easing fee stipulated by the relevant regul atory authorities after adjusting for the discounts that
we have negotiated, and the mobile telecommunications network operators at both ends of the transmission lines will
share the leasing fees equally.

Network Operations and Maintenance. We believe that we have considerable network operation and
mai ntenance experience and technical expertise. Day-to-day traffic management, troubleshooting, system
mai ntenance and network optimization are conducted by our experienced team of engineers and technicians.
Technical staff are available for emergency repair work 24 hours a day and we employ specialist teams for central
mai ntenance of the networks. We continue to seek to attract and retain qualified technical staff. Currently, most
technical difficulties relating to the networks are resolved by our staff, although our equipment suppliers also provide
back-up maintenance and technical support.

Base Station Sites. In urban areas, our base transceiver station sites are |located mostly on existing
structures, typically at the top of tall buildings. Inrural areas, masts are often constructed for locating base transceiver
stations. Typically, base station sites are of limited size, as base transceiver station equipment does not generally
requiresignificant space. Generally, depending onthelength of timerequired for negotiation with respect to use of the
land or buildings, construction of abase transceiver station takes approximately one to three monthsin an urban area
and approximately threeto six monthsin arural area. We anticipate that we will need a significant number of new
sitesin connection with the expansion of our mobiletelecommunications networks. There can be no assurancethat we
will be able to obtain the requisite number of sites on reasonable commercial terms.

Equipment Suppliers. We select our principal suppliersfrom among leading international and domestic
manufacturers of mobile telecommunications equipment and in accordance with technical standards set by the
Ministry of Information Industry. Our GSM networks use equipment primarily supplied by Ericsson, Nokia, Huawei
Technologies, Motorolaand Siemens.

Strategic Alliance with Vodafone

On October 4, 2000, we entered into a non-binding memorandum of understanding with V odafone,
which sets forth the principal terms of alliance and cooperation between the two parties. In connection with the
aliance, Vodafone purchased US$ 2.5 billion of our ordinary shares as part of our share offering in November 2000,
representing approximately 2.18% of our issued and outstanding share capital following the offering.



On February 27, 2001, we entered into a binding strategic alliance agreement with Vodafone. The
agreement has formalized a number of cooperation arrangements set forth in the memorandum of understanding,
including:

the exchange and sharing of corporate management, technical and operational expertise and resources,
joint research and devel opment;
the introduction of global products and services for the mobile community; and

the development and implementation of standards and protocols relevant to mobile telecommunications.

Under the agreement, we have agreed to make V odafone our preferred partner in the above mentioned
areas, and V odafone has agreed to make us its sole strategic partner in Chinafor all areas of potential cooperation
within the scope of the strategic alliance. Aspart of the alliance, Sir Christopher Gent, Chief Executive of Vodafone,
joined our board of directors as an independent non-executive director in February 2001. See“ Item 6. Directors,
Senior Management and Employees” . Inaddition, Vodafonepaid usUS$ 750 millionin July 2002 for the purchase of
our ordinary shares through its wholly-owned subsidiary, Vodafone Jersey, in connection with our acquisition of the
eight regional mobile telecommunications companies from our immediate parent company, China Mobile Hong Kong
(BVI) Limited. Asaresult, Vodafone's share holding in usincreased from 2.18% to approximately 3.27%. See“—
The History and Development of Company — Expansion of Business Coverage Through Acquisitions”.

We believe that the strategic alliance with V odafone has enhanced our strengthsin the
telecommunications market in Mainland China and will better position usto pursue further expansion opportunities
globally. Inparticular, thisalliance has enabled usto have frequent and broad exchanges of expertise and market
information. Moreover, this strategic alliance will enable V odafone and us to share information and establish
benchmarks to better assess and enhance each other’s performance, thereby better positioning both partiesin the
global telecommunications market. See* — Research and Development”.

Competition

We compete with other telecommunications services providers. In all of the provinces, municipalities
and the autonomous region in which we operate, we are one of the two licensed mobile services providers. The
Chinese government encourages orderly and fair 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 Unicom, in order to help them become more viable competitors to us and China Mobile Communications
Corporation. For example, the Chinese government has permitted China Unicom to apply mobile service tariffs as
much as 10% bel ow the governmental standard rates. We believethispolicy hashelped ChinaUnicom’s market share
by capturing a significant number of price-sensitive mobile telecommunications services subscribers.

In accordance with the Chinese government policy of encouraging competition in the
telecommunicationsindustry, the government has previously authorized new entrants to offer 1P-based long distance
call services, data and Internet services. In 2001, the State Council formally approved the restructuring of the former
China Telecommunications Corporation, China Netcom Corporation Limited and Jitong Network Communications
Company Limited, which created two |arge telecommunications companies, China Telecom and China Netcom.
Increased competition from new entrantsin China’ s telecommunicationsindustry could adversely affect our financial
condition and results of operations. See“ Item 3. Key Information— Risk Factors— New entrantsin the
telecommunications industry in Chinamay further intensify competition and adversely affect our results of
operations”.

We compete on the basis of our network coverage and quality, the pricing of our services, the range of
services we offer and our service quality. We believe that we have significant competitive advantages due to:

our superior mobile telecommunications networks;
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our widely-recognized brand name and logo that are closely identified with us by consumers;
our broad distribution networks and our focus on customer services;

our extensive range of value added services;

our experienced management team and high quality employees; and

our financial resources.

We believe these advantages have contributed to our superior subscriber quality compared to that of our
competitors, as measured by average usage levels, average revenues per subscriber and doubtful accounts levels.

The State Council and the Ministry of Information Industry may approve additional mobile service
providersin the future that may compete with us. We may also be subject to competition from providers of new
telecommunications services based on new or existing technologies. Nonetheless, given the relatively low mobile
penetration rates in our markets and in Mainland Chinain general, we believe thereis substantial growth potential for
our mobile telecommunications business. We believe that the restructuring of the telecommunicationsindustry in
Mainland China has helped to create afair, orderly, transparent and healthy telecommunications market.

We also face indirect competition from other telecommunications services, such as Xiaolingtong, alocal
areawireless telephone service with limited mobility and limited coverage operated by China Telecom and China
Netcom. Xiaolingtong offers lower priced services. Asaresult Xiaolingtong's services are targeted at |lower usage
customers who tend to spend smaller amounts on mobile telecommunications. Xiaolingtong may become more
competitive in the low-end market as such services are becoming available in more large and mediumsized cities,
including Beijing, in Mainland China.

In addition, China Unicom currently operates an 800 MHz Code Division Multiple Access, or CDMA,
network, and has recently announced that certain of its subsidiaries will commence commercial trials of CDMA
prepaid services within their respective service regions. ChinaUnicom’'s CDMA services have generally increased
the level of competition in the markets where we operate.

World Trade Organization

On December 11, 2001, Chinaofficially joined the WTO. Under the Protocol on the Accession of the
People' sRepublic of China, dated asof November 11, 2001, Chinaagreed to gradually open the various segmentsand
regions of its telecommunications market to foreign investment. Pursuant to this accession protocol, both the
percentage of ownership of Sino-foreign joint ventures offering telecommunication services in Chinaand the regions
where those joint ventures are permitted to offer telecommunications services will be gradually expanded over a
period of six years. Under the accession protocol, the telecommunication market is divided into fixed line services,
mobile voice and data services, paging services and value added services. Vaue added servicesinclude electronic
mail, voice mail and online information and database retrieval. By December 11, 2004, foreign investorswill be
permitted to own up to 49% of joint ventures that offer mobile voice and data servicesin 17 citiesin China. By
December 11, 2006, such joint ventures will be permitted to offer mobile voice and data servicesin Chinawithout any
geographic restrictions.
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The table below summarizes the foreign ownership restrictions for telecommunications joint venturesin
Chinaaswell as applicable geographic restrictions:

Foreign Owner ship Percentage and Geogr aphic Restrictions
for Foreign-Funded Telecommunications Enterprises

As of December 31,

Sector 2001 2002 2003 2004 2005 2006 2007
MOBIIE e 25% 35% 49% 49%

(3cities)? (17 cities)® (17 cities)®@ (nationwide)
FiX€T-[IN€.rrrrrreeroeee 25% 35% 49%

NIA NIA NIA (3 cities)® (17 citie®  (nationwide)

Vaueadded................. 30% 49% 50%

(3cities)® (17 cities)®  (nationwide)
Paging......ccocoeeveereruen. 30% 49% 50%

(3cities)® (17 cities)®  (nationwide)

(1) Theinitia three cities are Beijing, Shanghai and Guangzhou.

(2) The 17 citiesinclude Beijing, Chengdu, Chongging, Dalian, Fuzhou, Guangzhou, Hangzhou, Nanjing, Ningbo, Qingdao,
Shenyang, Shanghai, Shenzhen, Xiamen, Xi'an, Taiyuan and Wuhan.

Regulation

The mobile telecommunications industry in Mainland Chinais subject to a high degree of regulation by
the Chinese government. Regulations issued or implemented by the State Council, the Ministry of Information
Industry and other relevant government authorities including the State Devel opment and Reform Commission and the
Ministry of Commerce, which consolidated the functions of the former Ministry of Foreign Trade and Economic
Cooperation, encompass all key aspects of maobile telecommunications network operations, including entry into the
telecommunications industry, scope of permissible business, interconnection and transmission line arrangements,
technology and equipment standards, tariff standards, capital investment priorities, foreign investment policies and
spectrum and number resources allocation.

The Ministry of Information Industry, under the |eadership of the State Council, is responsible for,
among other things:

formulating and enforcing industry policy, standards and regulations;
granting tel ecommunications licenses,

formulating interconnection and settlement standards for implementation between telecommunications
networks;

together with other relevant regulatory authorities, formulating tariff and service charge standards for
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.



In order to provide a uniform regulatory framework to encourage the orderly development of the
telecommunications industry, the Ministry of Information Industry, under the direction of the State Council, is
currently preparing a draft telecommunications law. We expect that, if and when the telecommunicationslaw is
adopted by the National People's Congress, it will become the basi ¢ telecommunications statute and the legal source
of telecommunications regulationsin Mainland China. In addition, the State Council promulgated a set of new
telecommuni cations regulations on September 25, 2000. These regulations are substantially consistent with the
existing rules and guidelines for the telecommunicationsindustry, and are primarily intended to streamline and clarify
the existing rules and guidelines. They apply in the interim period prior to the adoption of the telecommunications
law. Although we expect that the telecommunications law will have a positive effect on the overall development of
the telecommunications industry in Mainland China, we do not know what the nature and scope of the
telecommunications law will be.

Entry into the Industry. The new telecommunications regul ations adopt the existing regulatory
distinction between basic and value added telecommunications services and provide a classification of those services.
Operators of mobiletelecommunications networks, providers of other basi c telecommuni cations servicessuch aslocal
and long distancefixed linetel ephone services, and val ue added service providerswhose telecommunications services
cover two or more provinces, municipalities or autonomous regions in Chinamust apply for specific permits from the
Ministry of Information Industry in order to provide such services. Granting of permitsfor providing basic
telecommunications services will be through atendering process. Currently, in addition to us and other entities
controlled by China Mobile Communications Corporation which operate in Mainland China outside of our markets,
ChinaUnicom isalso authorized to provide mobile servicesin all provinces, municipalities and autonomousregionsin
China.

On December 11, 2001, China officially joined the WTO. To implement China's commitments under
the WTO, the Administration of Foreign-Funded Telecommunications Enterprises Provisions became effective on
January 1, 2002, permitting foreign investment in joint ventures that provide telecommunications servicesin China.
However, such investments will presumably bear no direct relation to the issuance of licenses to providers of
telecommunications services in Mainland China, as the issuance of new licenses by the relevant authority is governed
by a separate set of rules and regulations. Pursuant to the Administration of Foreign-Funded Telecommunications
Enterprises Provisions, foreign ownership in atelecommunications enterprise may be gradually increased to 49% if
such enterprise provides basic telecommunication services and 50% if such enterprise provides value added
telecommunications services (including radio paging services).

Spectrum Usage. In coordination with the relevant provincial authorities, the Ministry of Information
Industry regulatesthe allocation of radio frequency. Thefrequency assignedto an entity isnot allowed to beleased or,
without approval of the Ministry of Information Industry, transferred by the entity to any other third party. In
accordance with ajoint circular from the State Development and Reform Commission and the Ministry of Finance,
China M obile Communications Corporation entered into an agreement with us that specifies the amount of feesto be
paid to the Ministry of Information Industry for spectrum usage by each mobile telecommuni cations network operator
under the Ministry of Information Industry’s control based on the bandwidth of the frequency used and the number of
base transceiver stations within the relevant operator’s networks.

On May 2, 2002, the relevant regulatory authoritiesin Chinainformed usthat the standard spectrum
usage feesfor GSM networkswill be adjusted progressively over aperiod of three years, and that the adjustments will
beeffectivefor aperiod of fiveyearsfromJuly 1, 2002. For thefirst year, spectrum usage feesfor GSM networkswill
be charged at the annual rate of RMB 7.5 million per MHz frequency. For the second year, the annual fee will be
RMB 11.25 million per MHz frequency and beginning in the third year and thereafter, the annual fee will be
RMB 15 million per MHz frequency. All adjusted annual fees are charged on the basis that upward and downward
frequencies are separately charged. The allocation of spectrum usage fees between China Mobile Communications
Group and us remains the same under our existing agreement. The adjustments will increase our expenses on an
after-tax basis by approximately RMB 224 million, RMB 343 million and RMB 462 million, respectively, for the
first, second, and third years after the effectiveness of these new rates.

Number Resources. The Ministry of Information Industry is responsible for the administration of the

telecommuni cations number resources within Mainland China, including the mobile telecommunications network
number and subscriber numbers. The use of number resources by any telecommunications operator is subject to the
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approval by the Ministry of Information Industry. In January 2003, the Ministry of Information Industry issued
“Measures on Administration of Telecommunications Network Number Resources’ . In accordance with these new
measures, thetelecommuni cations network number resourcesare owned by the state, and the user of number resources
isrequired to pay ausage feeto the state starting March 1, 2003. However, the standard for the usage fee has not yet
been determined. It isalso not clear when the standard for the usage fee will be determined and when we will be
required to pay such fee. The new measures also provide for procedures for application for the use, upgrade and
adjustment of number resources by telecommunications operators.

Tariff Setting. Thelevels and categories of our current tariffs are subject to regulation by various
government authorities, including the Ministry of Information Industry, the State Development and Reform
Commission and, at the local level, the relevant provincial price regulatory authorities. Under the new
telecommuni cations regulations, telecommunications tariffs are categorized into market based tariffs, government
guidance tariffs and government standard tariffs. In general, base usage charges, monthly fees, domestic roaming
usage charges and tariffsfor all domestic long distance calls (other than Internet Protocol phone calls) and
international calls are fixed jointly by the Ministry of Information Industry and the State Development and Reform
Commission. Our international roaming charges are set in accordance with agreements between ChinaMobile
Communications Corporation and the relevant foreign mobile operators. Under the new telecommunications
regulations, tariffs for those telecommunications businesses that are considered fully competitive may be set by the
service providers as market based tariffs.

Interconnection Arrangements and Lease Line Arrangements. Under the new telecommunications
regulations, parties seeking interconnection must enter into an interconnection agreement and file such
interconnection agreement with the Ministry of Information Industry. Major telecommunications services providers
that have control over essential telecommunications infrastructure and possess significant market share must allow
interconnection to their networks by other operators. They must establish interconnection rules and procedures based
on the principles of non-discrimination and transparency and submit such rules and procedures to the Ministry of
Information Industry for approval. Such rules and procedures will be binding upon those major telecommunications
services providers. Thetermination of any interconnection arrangements will require prior approval by the Ministry
of Information Industry.

The applicable regulations provide that interconnection related equipment must conform with the
technical standards approved by the Ministry of Information Industry. See“—Technical Standards’ below. The
Ministry of Information Industry also determines the standard lease tariffsto be paid by telecommunications operators
with respect to the leasing of transmission lines that facilitate interconnection between telecommunications networks.
The relevant provincial operating subsidiaries of China Telecom, China Netcom and China Mobile Communications
Corporation are responsible for the maintenance of the transmission lines and related equipment in their respective
localities.

Technical Standards. Certain regulatory authorities in Mainland China, including the Ministry of
Information Industry, set technical standards and control the type and quality of mobile telecommunications
equipment used in or connected to public networks, all radio telecommunications equipment and all interconnection
related equipment.

The establishment of base transceiver stations requires the approval of the relevant provincia regulatory
authorities. A number of these approvals with respect to the base stations of our operating subsidiaries are currently
pending. We have not experienced and do not expect to experience material difficulty in obtaining permission to
establish additional sites.

Capital I nvestment. Some of our major investment projects, including mobile telecommunications
network development projects, may be required to obtain approvals from relevant regulatory authoritiesin Mainland
China.

Employees

The total number of our employees increased from 38,343 as of December 31, 2000 to 59,633 as of
December 31, 2002, mainly as aresult of our acquisitions of eight regional mobile telecommunications companiesin

-35



Chinain 2002. Substantially all of our employees are located in Mainland China. The employees are classified in the
following table. Approximately 56% of our permanent employees have college or graduate degrees.

ManNagEMENT ..o 11,480
Technical and engineering.........ccveeveerereereeeneeeeneeennens 19,950
Sales and marketing 25,341
Financial and accounting........c.ccccvvenererereneeerereneeneen. 2,862
10 = | T 59,633

We provide benefits to certain employees, including housing, retirement benefits and hospital,
maternity, disability and dependent medical care benefits. Most of our employees are members of alabor association.
We have not experienced any strikes, slowdownsor labor disputesthat haveinterfered with our operationsto date, and
we believe that our relations with our employees are good.

Property, Plants and Equipment

We own, lease or have usage rightsin various properties which consist of land and buildings for offices,
administrative centers, staff quarters, retail outletsand technical facilities. We have obtained land useright certificates
and property titlecertificatesfor all but five of these properties. 1 n 2001, we obtained real estate ownership certificates
for four properties located in Guangdong Province and we are currently in the process of obtaining certificates for the
remaining five properties, all of which are also located in Guangdong Province. We believe that our use of these
propertiesis not affected by the fact that we have not yet obtained the relevant land use right certificates and property
title certificates. China Mobile (Hong Kong) Group Limited, our indirect controlling shareholder, has agreed to
indemnify us against any loss or damage caused by or arising from any challenge of, or interference with, our right to
use any of the propertieswehad or used in our businessasof May 31, 1997, the date of asset revaluation in preparation
for our initial public offering. We believe that all of our owned and |eased properties are well maintained and are
suitable and adequate for their present use.



Item 5.  Operating and Financial Review and Prospects.

Y ou should read the following discussion and analysis in conjunction with our consolidated financial
statements, together with the related notes, included elsewherein this annual report. The consolidated financial
statements have been prepared in accordance with Hong Kong GAAP, which differ in certainsignificant respectsfrom
U.S. GAAP. Note 33 to our consolidated financial statements summarizes the significant differences between Hong
Kong GAAP and U.S. GAAP as they relate to us and provides areconciliation to U.S. GAAP of net profit and
shareholders’ equity. Inaddition, note 33 to our consolidated financial statements includes our condensed
consolidated financial statements prepared and presented in accordancewith U.S. GAAPfor therelevant periods. The
consolidated financial statements present, and the discussion and analysisin this section pertain to, our consolidated
financial position and results of operations as of and for the years ended December 31, 2000, 2001 and 2002. Our
consolidated financial statements reflect the results of Beijing Mobile, Shanghai Mobile, Tianjin Mobile, Hebei
Mobile, Liaoning Mobile, Shandong Mobile and Guangxi Mobile from November 13, 2000 and Anhui Mobile,
Jiangxi Mobile, Chongging Mobile, Sichuan Mobile, Hubei Mobile, Hunan Mobile, Shaanxi Mobile and Shanxi
Mobile from July 1, 2002, the respective dates of the acquisitions.

Overview of Our Operations

During 2000, 2001 and 2002, our network capacity, subscriber base and usage and operations
experienced significant growth. We believe that with the market-oriented restructuring of the telecommunications
industry, aswell as the devel opment of the economy and increase in per capitaincomein Mainland China, the
telecommunications industry will continue to grow rapidly. Given therelatively low penetration ratesin our markets,
we believe that thereis potential for future subscriber growth.

Our results of operations, like those of other mobile telecommunications network operators, are
substantially dependent on a number of factors, including:

the number and quality of subscribers;

the level of subscriber usage;

the level and structure of tariffs; and

interconnection, roaming and transmission line arrangements with other telecommunications operators.

We operate in an extensively regulated environment and our operations and financial performance are
significantly affected by the Chinese government’s regulation of the telecommunicationsindustry. These regulations
and policies may affect, among other things, our interconnection and transmission line leasing arrangements,
technology and equipment standards and capital investment, as described in more detail under “ Item 3. Key
Information — Risk Factors— Adverse 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” and “ Item4. Information on
the Company — Business Overview — Regulation” . Our financid performance is also subject to the economic and
social conditionsin Mainland Chinaand foreign currency exchange rate fluctuations.

Our Acquisitions of Regional Mobile Telecommunications Companiesin the Past Five Years Have
Materially | mpacted Our Financial Results

We acquired Jiangsu Mobile on June 4, 1998, Fujian Mobile, Henan Mobile and Hainan Mobile on
November 12, 1999, Beijing Mobile, Shanghai Mobile, Tianjin Mobile, Hebei Mobile, Liaoning Mobile, Shandong
Mobile and Guangxi Mobile on November 13, 2000 and Anhui Mobile, Jiangxi Mobile, Chongging Mobile, Sichuan
Mobile, Hubei Mobile, Hunan Maobile, Shaanxi Mobile and Shanxi Mobile on July 1, 2002. We have adopted the
purchase accounting method to account for these acquisitions under Hong Kong GAAP. Accordingly, the
consolidated financial statements include the results of these companies from the respective dates of the acquisitions.
Under U.S. GAAP, our acquisitions of these companies are considered a combination of entities under common
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control which would be accounted for under the “asif 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 arerestated on a combined basis.

These acquisitions have had a material impact on our overall results of operations. In particular, our
financial resultsin 2002 were significantly affected by the inclusion of the results of operations for the eight regional
mobiletelecommunicationscompaniesweacquiredinJuly 2002. By comparison, our financial resultsin 2001 did not
include the results of operations of these companies. See*— Results of Operations— Y ear Ended
December 31, 2002 Compared to Y ear Ended December 31, 2001 . These acquisitions have, among other things,
significantly expanded the size of the mobile telecommunications markets we serve and increased the number of our
subscribers and usage of our services. Asaresult, our operating revenue and operating expenses have also increased
significantly.

Operating Arrangements We Entered | nto Over the Last Several Years Have Materially | mpacted Our
Financial Results

Our current organizational structure was established pursuant to the restructuring completed in
September 1997 in preparation for our initial public offering and our acquisitions of the 19 regional mobile
telecommunications companiesin Mainland Chinain 1998, 1999, 2000 and 2002. In connection with these
transactions, we entered into various operating arrangements to facilitate the transfer of the operationsto us, to
integrate these operations within our operating structure and to improve our overall operational efficiency. These
arrangements included:

interconnection revenue sharing and settlement arrangements with other operators, including China
Mobile Communications Corporation;

intra-provincial transmission line leasing agreements with other operators;

service agreements with China Mobile Communications Corporation and certain other operators with
respect to various tel ecommunications services and support;

achange in the tax treatment of connection fees and certain surcharge revenue for our services,

the revaluation of fixed assets of the companies we acquired as of the respective dates set forth in the
financial statementsincluded in thisannual report; and

an agreement with China Mobile Communications Corporation for inter-provincial interconnection and
domestic and international roaming.

The original terms of our agreements rel ating to interconnection, leased lines and roaming have been
revised as aresult of tariff adjustments by the government and/or commercial negotiation with the relevant parties.
See” Item 4. Information on the Company— Business Overview— Interconnection” and“ — Roaming” aswell asthe
notes to our consolidated financial statements for a description of these arrangements as amended to date.

Our financial results reflect the impact of the above arrangements as of the dates they became effective.
These arrangements and changes have had amaterial impact on our overall results of operations. In each of 1999 and
2000, depreciation expense increased as aresult of the revaluation of fixed assets, while our effective income tax rates
increased as aresult of connection fees and certain surcharges becoming fully taxable after the acquired companies
had registered as wholly foreign owned enterprises following the acquisitions.



Our Operating Arrangementswith China Mobile Communications Corporation Have Affected and May
Continue to Affect Our Financial Results

In May 2000, we entered into two agreements with China Mobile Communications Corporation for:
inter-provincial interconnection and domestic and international roaming services; and
sharing of inter-provincial leased line fees.

We entered into a supplemental agreement in September 2000, extending the application of those
agreements to the seven regional mobile telecommunications companies we acquired in 2000 effective upon our
acquisition. We entered into a further supplemental agreement in April 2002, which extended the application of these
agreements to the eight regional mobile tel ecommunications companies we acquired in 2002.

Prior to these arrangements, weleased intra-provincial transmission linesto link our network to thefixed
line network, but did not |ease any inter-provincial transmission lines. Instead, we paid ChinaMobile
Communications Corporation an inter-provincial interconnection fee. Under the inter-provincial transmission line
| easing agreement with China M obile Communi cations Corporation, the leasing fee payabl e by usisdetermined based
on the standard leasing fee stipulated by the relevant regul atory authorities after adjusting for the volume discount to
which we are entitled, and on the basis that the mobile network operators at both ends of the transmission lines will
share the leasing fees equally. Asaresult, these arrangements led to an increase in our transmission line leasing
expenses, but areduction in our inter-provincial interconnection and roaming settlement expenses, resulting in net
savingsin our operating expensesin 2000. We have reflected the financial impact of these arrangementsin 1999 asa
one-time gain in our accounts for 2000.

Tariff Adjustments

As part of the effortsto further rationalize the tariff structure of telecommunications services, the
government introduced awide range of tariff adjustments effective from early 2001. The tariff adjustments that affect
our mobile telecommunications services include the shortening of the billing unit for long distance charges (other than
for IP-based long distance call services), from one minute to six seconds, the general reduction in domestic and
international long distance call rates, the elimination of various surcharges and a general reduction in leased line
tariffs. In particular, effective from early 2001, domestic long distance call rates have been adjusted from the range of
RMB 0.50 to RMB 1.00 per minute to the uniform rate of RMB 0.07 per six seconds. |n addition, connection fees
charged to new contract subscribers were eliminated as of July 1, 2001.

Amendment to Revenue Sharing Arrangement for Prepaid Services

We offer prepaid servicesin each of our 21 service regions. Some of our prepaid services allow
subscribersto add value to their SIM cardsin any of our service regions or in the service regions of other subsidiaries
of China Mobile Communications Corporation. In May 2001, we entered into an agreement with China Mobile
Communications Corporation to amend the then-existing revenue sharing arrangements with respect to prepaid
services, with retroactive effect from April 21, 2001, which was amended in April 2002 to extend those arrangements
to the eight regional mobile telecommunications companies we acquired in 2002. The new agreement amended the
prior arrangement by allowing the network operator in the location that sells the top-off prepaid card to charge 5% of
the face value of the card as a handling charge, and remit the other 95% (as compared to 85% prior to the amendnent)
to the subscriber’s home network operator.

Renminbi Bond Offering

Following the approval by the relevant Chinese regulatory authorities, on October 28, 2002 Guangdong
Mobile, our wholly-owned subsidiary, issued RMB 3 hillion guaranteed bonds due 2007 and RMB 5 billion
guaranteed bonds due 2017. These bonds commenced trading on the Shanghai Stock Exchange on January 22, 2003.
The RMB 3 billion guaranteed bonds and RMB 5 billion guaranteed bonds bear fixed interest of 3.5% and 4.5%,
respectively, payable annually.



We have issued ajoint and irrevocabl e guarantee for the performance of these bonds, and China Mobile
Communications Corporation has issued a further guarantee in relation to the performance by us of our guarantee
obligation. These bonds have received a consolidated credit rating of “AAA” by China Chengxin International Credit
Rating Company Limited, an affiliate of Fitch International Limited, and a consolidated credit rating of “AAA” by
Dagong Global Credit Rating Co. Ltd.

The entire net proceeds from the offering were applied solely to satisfy part of the US$ 2,800 million
deferred consideration for the acquisition by the Company of the entire interest in Anhui Mobile, Jiangxi Mobile,
Chongqging Mobile, Sichuan Mobile, Hubei Mobile, Hunan Mobile, Shaanxi Mobile and Shanxi Mobile in 2002.

Analog-to-Digital Migration

Due to the rapid development of mobile telecommunications technologies and the potentially limited
economic life cycle of our analog network equipment, we migrated our analog subscribersto our GSM network. See
“ Item 4. Information on the Company — Business Overview — Migration from Analog to Digital Network” . In
2000, we wrote down and wrote off the entire RMB 1,525 million in remaining net book value of our analog network
equipment. We discontinued our analog service on December 31, 2001.

Critical Accounting Policies and Estimates

Thefollowing discussion and analysisis based on our consolidated financial statements, which have
been prepared in accordance with Hong Kong GAAP. The preparation of financial statementsin conformity with
Hong Kong GA AP requires management to make estimates and assumptionsthat affect the reported amounts of assets
and liabilitiesand disclosure of contingent assetsand liabilitiesat the date of the financial statementsand revenuesand
expenses during the years reported. Actual results could differ from those estimates. Estimates are used when
accounting for certain items such as unbilled usage fees, allowance for doubtful accounts, depreciation and
amortization period, and impairment of long lived assets including fixed assets and goodwill arising from acquisitions
(including that taken initially to reserves). Actual results may differ from those estimates under different assumptions
or conditions.

We believe that the following critical accounting policies have amore significant impact on our
consolidated financial statements, either because of the significance of the financial statement elementsto which they
relate, or because they require judgment and estimation.

Allowance for Doubtful Accounts

We maintain allowances for doubtful accounts based upon evaluation of the recoverability of the
accounts receivables and other receivables at each balance sheet date. We base our estimates on the aging of our
accounts receivable balances and our historical write-off experience, net of recoveries. If the financial condition of
our customers wereto deteriorate, additional allowances may be required.

I mpairment of Fixed Assets

Our fixed assets, consisting primarily of telecommunication transceivers, switching centers and other
network equipment, comprise a significant portion of our total assets. Changes in technology or industry conditions
may cause the estimated period of use or the value of these assets to change. We perform periodic reviews to confirm
the appropriateness of estimated economic useful lives for each class of fixed assets. For the three years ended
December 31, 2002, no changes of assets useful lives have occurred. In addition, long-lived assets including fixed
assets and goodwill arising on acquisition (including that initially taken to reserve) are reviewed for impai rment
whenever events or changesin circumstances have indicated that their carrying amounts may not be recoverable. |f
any such indication exists, the asset’s recoverable amount is estimated. An impairment loss is recognized whenever
the carrying amount of an asset exceeds its recoverable amount. The recoverable amount of an asset is the greater of
itsnet selling price and value in use. In assessing valuein use, the estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects current market assessments of time value of money and the
risks specific to the asset. Where an asset does not generate cash inflows largely independent of those from other



assets, therecoverable amount isdetermined for the smallest group of assetsthat generates cashinflowsindependently
(i.e., acash-generating unit). Estimates and assumptions used in setting depreciable lives and testing for
recoverability require both judgment and estimation. Our policies regarding accounting for these assets and assessing
their recoverability are included in note 2(f) and note 2(h) to our consolidated financial statements.

Results of Operations

Asaresult of our acquisitions and the material changes made to our operating arrangements, our results
of operations are not directly comparable with those in prior years.

Thefollowing table setsforth selected income statement data, expressed as percentages of operating
revenue, for the periods indicated:

Year Ended December 31,

2000 2001 2002
Operating revenue: 100.0% 100.0% 100.0%
USBOE FEES ...ttt 71.2 73.2 72.6
MONENIY TEES ... 14.8 141 131
CONNECLION FEES......oeerr s 34 0.7 0.0
OENEIS...coiiiecttcc s 10.6 12.0 14.3
Operating expenses:
LEBSEA HNES ...ttt 85 50 4.1
INtErCONNECION......c.vveeeeccre e 12.8 130 10.1
Depreciation.......ccoeeeeeenieneneesiseseeees 15.0 17.6 20.9
PEISONNEL ...t s 6.1 53 52
Other operating expenses 16.3 18.2 217
Total operating EXPENSES .......coveereererrereeeriereseeseeeseeseeeees 58.7 59.1 62.0
Operating profit 413 40.9 38.0
Write-down and write-off of analog network equipment ............... (2.3) — —
Amortization of goodwill — — (0.7)
Other net iNCOME........cccovrevrrecrenane 14 1.6 13
FiNance CostS........oeveirneeeninesieieereneene (1.3 a.7) (2.4)
INEErESt INCOME. ...ttt 15 0.8 05
NON-0perating NEL INCOME.......c.couvirueueririereereree et 0.0 0.0 0.4
Profit before tax and minority iNterests.........coeveevveecernccrennenes 40.6 41.6 38.1
[ gTel0) 4 4[] = SRR (12.9) (13.7) (12.6)
Profit before minority iNterest.........ooovveenreeirecrecese 217 27.9 255
MINOTILY INEEIESL.....c.eeiveeiireriete e — 0.0 0.0
INEE PIOFIL.eoreerceerceteees et sss st ettt ess sttt 27.7% 27.9% 25.5%

Year Ended December 31, 2002 Compared to Year Ended December 31, 2001

Our results of operationsin 2002 were materially affected by our acquisition of eight regional mobile
telecommunications companiesin July 2002. In particular, our operating revenue and operating expenses increased
significantly in 2002. Thiswas primarily due to the inclusion of the results of operations of these companies. By
comparison, our resultsin 2001 did not includethe results of operations of these companies. See* — Overview of Our
Operations — Our Acquisitions of Regional Mobile Telecommunications Companiesin the Past Five Y ears Have
Materially Impacted Our Financial Results’” . See“ Item 4. Information on the Company — The History and
Development of the Company — Expansion of Business Coverage Through Acquisitions’.

Operating Revenue. We derive operating revenue principally from usage fees and monthly fees. Usage
feesinclude standard local usage fees for airtime and applicable domestic and international long distance charges
receivable from subscribersfor the use of our mobile telecommunications networks and facilities, and feesin respect
of roaming out calls made by our subscribers outside their registered service areas. Other operating revenue includes
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charges for wireless data and val ue added services, interconnection revenue and roaming in fees. Asaresult of the
introduction and development of new businesses, including wireless data services, we expect that revenue from new
businesses will constitute an increasing portion of our operating revenuein 2003.

Operating revenue increased 28.1% from RMB 100,331 million in 2001 to RMB 128,561 million
(US$ 15,532 million) in 2002. Thisincrease was primarily due to the expansion in subscriber base and the continued
growth in usage volume, aswell as the inclusion of revenue of the eight regional mobile telecommunications
companies we acquired in July 2002. Our total number of subscribers was approximately 117.7 million at
December 31, 2002, compared to approximately 69.6 million at December 31, 2001.

Revenue from usage fees increased 27.0% from RMB 73,458 million in 2001 to RMB 93,272 million
(US$ 11,269 million) in 2002. Thisincrease was principally aresult of the increase in total subscriber numbers, both
as aresult of organic subscriber growth and as aresult of our acquisition of the eight regional mobile
telecommunications companiesin July 2002, and the growth in usage volume. Asapercentage of operating revenue,
usage fees decreased from 73.2% in 2001 to 72.6% in 2002.

Revenue from monthly fees increased 20.0% from RMB 14,085 million in 2001 to RMB 16,901 million
(US$ 2,042 million) in 2002. Thisincrease was mainly due to theincrease in total contract subscriber numbers, both
asaresult of subscriber growth and as aresult of our acquisition of the eight regional mobile telecommunications
companiesin July 2002. As a percentage of operating revenue, monthly fees decreased from 14.1% in 2001 to 13.1%
in 2002. This decrease was primarily due to the continued growth in our prepaid subscriber base, which led to an
increase in the proportion of prepaid subscribersin our total subscriber base.

There were no revenues from connection feesin 2002 due to the elimination of connection fees charged
to new contract subscribers since July 2001.

Other operating revenue increased 52.3% from RMB 12,077 million in 2001 to RMB 18,388 million
(US$ 2,221 million) in 2002. Thisincrease resulted principally from increased revenue from wireless data and value
added services, aswell asthe effect of our acquisition of the eight regional mobile telecommunications companiesin
July 2002.

Operating Expenses. Operating expenses include leased line expenses, interconnection expenses,
depreciation expenses relating to our mobile tel ecommunications network and other fixed assets, personnel expenses
and other operating expenses. Other operating expenses primarily consist of selling and promotion expenses, bad
debts and administrative expenses.

Operating expenses increased 34.5% from RMB 59,319 million in 2001 to RMB 79,765 million
(US$ 9,637 million) in 2002. Thisincrease was primarily due to the expansion of our operations, the inclusion of
expenses attributabl e to the eight regional mobile telecommunications companies we acquired in July 2002 and
increasing competition for customers.

Total leased line payments increased 5.6% from RMB 5,005 million in 2001 to RMB 5,287 million
(US$ 639 million) in 2002. Thisincreasewaslargely aresult of theinclusion of leased line paymentsfor transmission
lines made by the eight regional mobile telecommunications companies we acquired in July 2002 and our network
expansion into new coverage areas. Thisincrease was partially offset by the reduction in leased line expenses due to
the improvement in the utilization of our network and the termination of certain transmission line leases as aresult of
the increased construction of our own transmission lines. Asapercentage of operating expenses, total leased line
payments decreased from 8.4% in 2001 to 6.6% in 2002.

I nterconnection expenses decreased 0.6% from RMB 13,055 million in 2001 to RMB 12,975 million
(US$ 1,568 million) in 2002. This decrease was mainly due to the growing intra-network traffic as aresult of our
expansion of network and subscribers base, aswell as the optimization of our network structure and traffic routing,
partially offset by the inclusion of the interconnection expenses of the eight regional mobile telecommunications
companies we acquired in July 2002. |nterconnection expenses as a percentage of operating expenses decreased from
22.0% in 2001 to 16.3% in 2002.
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Depreciation expense increased 51.9% from RMB 17,664 million in 2001 to RMB 26,827 million
(US$ 3,241 million) in 2002. Thisincrease was mainly due to the expansion of our network capacity in high traffic
areas and the inclusion of depreciation expenses attributable to the eight regional mobile telecommunications
companiesweacquiredin July 2002, aswell astheincreased investment in transmission facilities, new businessesand
support systems. Asapercentage of operating expenses, depreciation expenseincreased from 29.8% in 2001 to 33.6%
in 2002.

Personnel expenses increased 26.9% from RMB 5,325 million in 2001 to RMB 6,757 million
(US$ 816 million) in 2002. Thisincrease was primarily due to the inclusion of personnel expenses of the eight
regional mobiletelecommunications companieswe acquired in July 2002, aswell asan increasein performance-based
incentive compensation as aresult of our further improved operating results. As a percentage of operating expenses,
personnel expenses decreased from 9.0% in 2001 to 8.5% in 2002.

Other operating expenses increased 52.8% from RMB 18,270 million in 2001 to RMB 27,919 million
(US$ 3,373 million) in 2002. Thisincrease was primarily due tothe increasein selling and promation expenses. The
increase in selling and promotion expenses was due to the conduct of differentiated promotional campaignsto
maintain customer loyalty and the effect of our acquisition of the eight regional mobile telecommunications
companiesin July 2002. As a percentage of operating expenses, other operating expenses increased from 30.8% in
2001 to 35.0% in 2002.

Operating Profit. Asaresult of the foregoing, operating profit increased 19.0% from
RMB 41,012 million in 2001 to RMB 48,796 million (US$ 5,895 million) in 2002, and operating margin (operating
profit as a percentage of operating revenue) decreased from 40.9% in 2001 to 38.0% in 2002.

Other Net Income. Other netincomerepresents primarily gross profit from salesof SIM cards, handsets
and accessories. Other net income increased 5.8% from RMB 1,594 million in 2001 to RMB 1,686 million
(US$ 204 million) in 2002. Thisincrease was principally due to the effect of our acquisition of the eight regional
mobile telecommunications companiesin July 2002. We expect the gross margin from sales of SIM cards decrease as
aresult of the increasing market competition.

Finance Costs. Finance costsincreased from RMB 1,740 million in 2001 to RMB 1,852 million

(US$ 224 million) in 2002. Thisincrease was primarily due to the deferred consideration for the acquisition of eight
regional mobile tel ecommunications companies, and the inclusion of finance costs attributabl e to those companies.
In 2002, the average interest rate that we paid on our outstanding borrowings was approximately 4%.

Interest Income. Interest income decreased 16.8% from RMB 857 million in 2001 to RMB 713 million
(US$ 86 million) in 2002. The lower interest income in 2002 was primarily due to lower market interest rates
prevailing during this period.

Non-Operating Net I ncome/(Expenses). Non-operating net expenses of RMB 6 million in 2001 turned
into non-operating net income of RMB 571 million (US$ 69 million) in 2002. Thiswas primarily due to a gain of
RMB 255 million recognized on a deemed disposal of our shareholding in Aspire.

Profit before Tax and Minority I nterests. Asaresult of the foregoing, profit before tax and minority
interests increased 17.4% from RMB 41,717 million in 2001 to RMB 48,978 million (US$ 5,917 million) in 2002.

Taxation. Our income tax expense increased 18.5% from RMB 13,703 million in 2001 to

RMB 16,234 million (US$ 1,961 million) in 2002. Thisincrease was primarily due to an increase in our profit. Our
effective tax rate was 32.8% in 2001 to 33.1% in 2002, respectively.

Net Profit. Asaresult of the foregoing and after taking into account minority interests, net profit
increased 16.9% from RMB 28,015 million in 2001 to RMB 32,742 million (US$ 3,956 million) in 2002. Net profit
margin (net profit as a percentage of operating revenue) decreased from 27.9% in 2001 to 25.5% in 2002.



Year Ended December 31, 2001 Compared to Year Ended December 31, 2000

Operating Revenue. Operating revenue increased 54.4% from RMB 64,984 million in 2000 to
RMB 100,331 millionin 2001. Thisincrease was primarily due to an increase in usage fees as aresult of subscriber
growth as well asthe full year effect of including usage fees from subscribers of the seven companies we acquired in
November 2000. Thisincreasewas partially offset by certain tariff adjustmentsimplementedin early 2001. Thetariff
adjustmentsincluded the cancellation of various surcharges and the adjustment of long distance call tariffs during the
first quarter of 2001. In addition, connection fees were eliminated as of July 1, 2001. Our total number of subscribers
was approximately 69.6 million at December 31, 2001, compared to approximately 45.1 million at
December 31, 2000. Excluding connection fees, operating revenue increased from RMB 62,771 million in 2000 to
RMB 99,620 million in 2001.

Revenue from usage fees increased 58.7% from RMB 46,287 million in 2000 to RMB 73,458 million in
2001. Thisincreasewas primarily aresult of theincreasein total subscriber numbers and the growth in usage volume,
aswell asthe full year effect of our acquisition of the seven regional mobile telecommunications companiesin
November 2000. As a percentage of operating revenue, usage fees increased from 71.2% in 2000 to 73.2% in 2001.

Revenue from monthly fees increased 46.4% from RMB 9,623 million in 2000 to RMB 14,085 million
in 2001. Thisincrease was mainly due to theincreasein total contract subscriber numbers, as well asthe full year
effect of including monthly fees from subscribers of the seven companies we acquired in November 2000. Asa
percentage of operating revenue, monthly fees decreased from 14.8% in 2000 to 14.1% in 2001.

Revenue from connection fees decreased 67.9% from RMB 2,213 million in 2000 to RMB 711 million
in 2001. Thisdecrease was primarily dueto the gradual decrease and eventual elimination of connection fees charged
to new contract subscribers. As a percentage of operating revenue, connection fees decreased from 3.4% in 2000 to
0.7% in 2001.

Other operating revenue increased 76.0% from RMB 6,861 million in 2000 to RMB 12,077 millionin
2001. Thisincrease resulted principally from increased revenue from wireless data and value added services,
incoming roaming revenue and interconnection revenue, as well asthe full year effect of our acquisition of the seven
companiesin November 2000.

Operating Expenses. Operating expenses increased 55.5% from RMB 38,158 million in 2000 to
RMB 59,319 million in 2001. Thisincrease primarily reflected the full year effect of including expenses attributable
to the seven companies we acquired in 2000, our overall expanded network coverage and service scope and our larger
subscriber base.

Total leased line payments decreased 9.0% from RMB 5,501 million in 2000 to RMB 5,005 million in
2001. Thisdecrease was primarily due to areduction of leased line tariffs in 2001 and the construction of our own
transmission linesin high traffic areas aswell as our termination of the Total Access Communications System, or
TACS, network. This decrease was partially offset by the full year effect of including leased line payments for
transmission lines made by the seven companies we acquired in November 2000 and our network expansion into new
coverage areas. As a percentage of operating expenses, total leased line payments decreased from 14.4% in 2000 to
8.4% in 2001.

Interconnection expenses increased 56.7% from RMB 8,329 million in 2000 to RMB 13,055 million in
2001. Thisincrease was mainly due to the full year effect of including interconnection expenses attributabl e to the
seven companies we acquired in November 2000, as well as the increased traffic volume. Thisincrease was partially
offset by the cost savings achieved by realizing the economiesof scale of increased traffic volumetransmitted over our
expanded network. Interconnection expenses as a percentage of operating expenses increased from 21.8% in 2000 to
22.0%in 2001.

Depreciation expense increased 81.0% from RMB 9,759 million in 2000 to RMB 17,664 million in
2001. Thisincrease was mainly due to the full year impact of theinclusion of the depreciation expenses of the seven
companies we acquired in November 2000, as well as the increase in our network capacity, the additional investment



we made in our GSM networks and the additional strategic investments we made in certain transmission networks and
stations. As apercentage of operating expenses, depreciation expense increased from 25.6% in 2000 to 29.8% in
2001.

Personnel expensesincreased 33.4% from RM B 3,991 million in 2000 to RMB 5,325 million in 2001.
Thisincrease was primarily dueto the full year effect of including personnel expenses of the seven companies we
acquired in November 2000, as well as an increase in performance-based incentive comp ensation as aresult of our
further improved operating results. We believe that implementation of our performance-based compensation system
has hel ped us to retain and attract talented staff and enhance employee productivity. As apercentage of operating
expenses, personnel expenses decreased from 10.5% in 2000 to 9.0% in 2001.

Other operating expensesincreased 72.7% from RMB 10,578 millionin 2000 to RMB 18,270 million in
2001. Thisincrease was primarily due to the increase in selling and promotion expenses and the one-off costs
associated with the migration of subscribersto our GSM networks from our analog service. The increase in selling
and promotion expenses primarily reflects our larger subscriber base and the full year effect of our acquisition of the
seven regional mobile telecommunications companies we acquired in November 2000. As a percentage of operating
expenses, other operating expenses increased from 27.7% in 2000 to 30.8% in 2001.

Operating Profit. Asaresult of the foregoing, operating profit increased 52.9% from
RMB 26,826 million in 2000 to RMB 41,012 million in 2001, and operating margin (operating profit as a percentage
of operating revenue) decreased slightly from 41.3% in 2000 to 40.9% in 2001.

Other Net Income. Other netincomerepresents primarily gross profit from salesof SIM cards, handsets
and accessories. Other net income increased 74.2% from RMB 915 million in 2000 to RMB 1,594 million in 2001.
Thisincrease was principally dueto the full year effect of our acquisition of the seven regional mobile
telecommunications companies in November 2000, as well asincreased sales of SIM cards due to our subscriber
growth.

Finance Costs. Finance costsincreased from RMB 824 million in 2000 to RMB 1,740 million in 2001.
This increasewas primarily dueto thefull year effect of including finance costs attributabl e to the seven companieswe
acquired in November 2000. Thisincrease was also partly due to the full year impact of the interest on the US$ 690
million convertible notesissued in November 2000. In 2001, the average interest rate that we paid on our outstanding
borrowings was approximately 5%.

Interest Income. Interest income decreased 14.8% from RMB 1,006 million in 2000 to

RMB 857 millionin 2001. The higher interest income in 2000 was primarily due to our larger cash balances resulting
from our capital raising and financing activities in 2000.

Non-Operating Net | ncome/(Expenses). Non-operating net expenses increased 20.0% from
RMB 5 million in 2000 to RMB 6 million in 2001. Thisincrease was primarily due to the full year effect of our
acquisition of the seven companiesin November 2000.

Profit before Tax and Minority I nterests. Asaresult of the foregoing, profit before tax and minority
interestsincreased 58.1% from RMB 26,393 million in 2000 to RMB 41,717 million in 2001.

Taxation. Our income tax expense increased 63.8% from RMB 8,366 million in 2000 to
RMB 13,703 millionin 2001. Thisincrease was primarily dueto anincreasein our profit. Our effective tax rate
increased from 31.7% in 2000 to 32.8% in 2001. The increase was largely aresult of our acquisition of the seven
companiesin November 2000. The connection fee revenue and certain surcharge revenue from those seven
companies were not subject to taxation in 2000 prior to their completion of the registration as wholly foreign-owned
enterprises. Thefull year effect of interest expenses on the US$ 690 million convertible notes we issued in 2000 and
the additional interest expenses on the RMB 5 billion bonds weissued in 2001, both of which are not tax deductible,
also contributed to the higher effective tax rate.

Net Profit. Asaresult of the foregoing and after taking into account minority interests, net profit



increased 55.4% from RMB 18,027 million in 2000 to RMB 28,015 million in 2001. Net profit margin (net profit asa
percentage of operating revenue) increased from 27.7% in 2000 to 27.9% in 2001.

Liquidity and Capital Resources
Liquidity

Our principal source of liquidity is cash generated from our operations. Asaresult, our liquidity would
be adversely affected to the extent there is a significant decrease in demand for our services and products. As of
December 31, 2002, we had negative working capital (current assets minus current liabilities) of RMB 896 million
(US$ 108 million) compared to working capital of RMB 9,458 million and RMB 5,847 as of December 31, 2001 and
2000, respectively. The decrease in working capital in 2002 was principally due to the inclusion of the outstanding
debt of the eight regional mobile telecommunications companies we acquired in July of that year. As of
December 31, 2000, 2001 and 2002, accounts receivable totaled RMB 7,252 million, RMB 5,728 million and
RMB 6,066 million (US$ 733 million), respectively. The substantial decrease in accounts receivable in 2001 and
2002 was principally due to the fact that approximately 93.5% and 68.7% of the net additional subscribersin 2001 and
2002, respectively, were customers for prepaid services. Ongoing improvements in our internal credit control and
billing systems also contributed to the decrease in our accounts receivable both in 2001 and 2002. Short-term bank
and other loans and the current portion of obligations under capital leases totaled RMB 12,095 million,

RMB 5,439 million and RMB 8,200 million (US$ 990 million) as at December 31, 2000, 2001 and 2002,
respectively.

The following table summarizes certain cash flow information for the periods indicated.

Year ended December 31,
2000 2001 2002
(in millions of RMB)

Net cash from operating aCtiVities ..........cccoeeriieeineree e 35,449 50,971 69,422
Net cash used in iNVesting aCtIVITIES .........ccoeiririeirerere e (91,869) (45,248) (64,117)
Net cash from/(used in) finanNCiNg actiVities..........cocooeireininrienereeeeene 64,773 (11,604) 5,449
Net Increase/(decrease) in cash and cash equivalents...........coceoevevveeeecreninee. 8,353 (5,881) 10,754

Net cash from operating activities increased from 2000 to 2001, reflecting the growth in operating
revenue due to the full effect of the inclusion of the results of operations of the seven regional mobile
telecommuni cations companies we acquired in November 2000 and the increase in our subscriber base through
internal growth. Net cash from operating activities increased from 2001 to 2002, generally reflecting the growth in
operating revenue due to the increase in our subscriber base through internal growth and the acquisition of the eight
regiona mobile telecommunications companiesin July 2002.

Net cash used in investing activities decreased from 2000 to 2001. This decrease was primarily due to
the fact that we did not conduct any significant acquisitions during 2001. Net cash used ininvesting activities
increased significantly from 2001 to 2002. Thisincrease was principally aresult of the payment of the consideration
for our acquisition of the eight regional mobile telecommunications companiesin July 2002.

Net cash from financing activities decreased significantly from 2000 to 2001. This decrease was
principally due to the fact that we significantly reduced our capital raising and financing activities during 2001, except
for the RMB 5 billion floating rate bonds issued by Guangdong Mobile in June 2001. The proceeds from these bonds
were applied solely to repay part of the RMB 12.5 billion syndicated loans. Net cash from financing activities
increased significantly from 2001 to 2002. Thisincrease was principally due to the issuance of new shares by the
Company in June 2002 and the issuance of RMB 3 billion five-year guaranteed bonds and RMB 5billion fifteen-year
guaranteed bonds by Guangdong Mobile in October 2002. The proceeds from these shares and bonds were applied
solely to pay part of the consideration for the acquisition of the eight regional mobile telecommunications companies
in July 2002. See“— Contractual Obligations and Commitments— Indebtedness” below for more information
regarding the offerings.



Capital Expenditures

Capital expendituresincurred during 2000, 2001 and 2002 were RMB 20,729 million,
RMB 42,417 million and RMB 40,083 million (US$ 4,843 million), respectively. We incurred capital expenditures
principally for the construction of our GSM networks, support systems, transmission facilities, infrastructure buildings
and the devel opment of new technologies and new businesses.

We estimate that we will spend approximately US$ 5.6 billion in 2003, US$ 4.9 billion in 2004 and
US$ 4.5billion in 2005 in capital expenditures. We expect to incur these expenditures primarily for the purpose of:

further expanding our GSM network capacity and coverage;

increasing our effortsin improving our support systems;

building our own transmission facilities where economically advantageous,
constructing infrastructure buildings where economically advantageous; and
developing and providing new technologies and new businesses.

Minimal capital expenditureis currently budgeted annually for third generation mobile networks monitoring and
experimentation.

Following our initial public offering, we have funded our capital requirements primarily with cash
generated from operations, proceeds from equity and debt offerings and, to the extent necessary, short- term and
long-term borrowings. We believe our available cash and cash generated from future operations will be sufficient to
fund most of the capital expenditures and working capital necessary for the planned network expansion and continued
growth of our mobile telecommunications operations through the end of 2004.

Wemay seek to obtain additional sources of financing to fund our network expansion and possiblefuture
acquisitions, to the extent necessary.

Contractual Obligations and Commitments
Indebtedness

As of December 31, 2000, 2001 and 2002, our aggregate long-term bank and other loans and obligation
under capital |eases (excluding current portions) totaled RMB 13,708 million, RMB 6,739 million and
RMB 12,676 million (US$ 1,531 million), respectively, and our short-term bank and other loans (including the
current portion of long-term|oans) and current portion of obligation under capital |leasestotaled RMB 12,095 million,
RMB 5,439 million and RMB 8,200 million (US$ 990 million), respectively. Our short term loans and long term
loans decreased in 2001 due to the repayment of a portion of the RMB 12.5 billion syndicated loans we entered into in
October 2000. Our short term loans and long term loans increased in 2002 mainly due to theinclusion of the
outstanding debt of the eight regional mobile telecommunications companiesin 2002. Capital lease obligations
totaled RMB 68 million (US$ 8 million) at December 31, 2002, all of which will be repayablein 2003. We currently
plan to repay loan amounts due using cash in hand and cash from our operating activities.

On November 2, 1999, we issued unsecured fixed rate notes with a principal amount of US$ 600 million
due on November 2, 2004. The notes bear interest at the rate of 7.875% per annum and such interest is payable
semi -annually on May 2 and November 2 of each year, commencing May 2, 2000.

On November 3, 2000, we issued unsecured convertible notes with a principal amount of US$ 690
million due on November 3, 2005. The notes bear interest at the rate of 2.25% per annum and such interest is payable
semi -annually on May 3 and November 3 of each year, commencing May 3, 2001.
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Pursuant to agreements entered into on October 7, 2000 between our wholly-owned subsidiary, China
Mobile (Shenzhen) Limited, and a syndicate of international and domestic Chinese commercial banks, we borrowed
an aggregate of RMB 12.5 hillion in bank loans, including (1) an RMB 5.0 billion loan for a six-month term with a
fixed interest rate of 5.022% per annum and (2) an RMB 7.5 hillion loan for a three-year term with an interest rate of
5.346% per annum for thefirst year, to be adjusted annually on each anniversary of thefirst drawdown date of theloan
to equal therate that is 10% below the three-year base lending rate for financial institutions prevailing on such
anniversary date asannounced by the People’ sBank of China. Theloansare guaranteed jointly and severally by six of
our operating subsidiaries. We repaid in full the RMB 5.0 billion loan and RMB 5.0 billion of the RMB 7.5 billion
loan with proceeds from the Renminbi bond offering described above under “ — Overview of Our Operations—
Renminbi Bond Offering” . Asof December 31, 2002, RMB 2.5 billion of the loans had been drawn down and
remained outstanding. During 2002, the average interest rate of these |oans was approximately 5%.

On June 18, 2001, Guangdong Mobile, one of our wholly-owned subsidiaries, issued bondswith a
principal amount RMB 5 hillion at afloating rate due June 18, 2011. Guangdong Mobile's payment obligations under
the bonds are guaranteed in full by us, and our guarantee is further guaranteed by China Mobile Communications
Corporation.

The deferred consideration of US$ 2,800 million for our acquisition of the eight regional mobile
telecommunications companiesin 2002 is subordinated to other senior debt owed by us from time to time, including
but not limited to, the US$ 600 million fixed rate notes and US$ 690 million convertible notes issued in 1999 and
2000, respectively. In addition, this deferred consideration 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
without penalty. We are required to pay interest semi -annually on the actual amount of deferred consideration unpaid
from the date of completion of the acquisition. Interest is calculated at the two-year US dollar London Inter-Bank
Offered Rate (* LIBOR” ) swap rateat 11:00 am. (New York City time) on the second business day next preceding the
date of the acquisition agreement for thefirst two yearsafter completion of theacquisition. Thereafter, theinterest rate
will beadjusted every two yearsto equal thetwo -year US dollar LIBOR swap rateprevailing at 11:00 am. (New Y ork
City time) on the relevant interest determination date. The payment of the deferred consideration and the interest
payments can be made in Hong Kong dollars, RMB or US dollars (or other agreed currencies). Any payment madein
currencies other than US dollars will be accounted for based on the exchange rates between US dollars and such
currencies prevailing at 12:00 noon (New Y ork City time) on the day which istwo business days next preceding the
date of the acquisition agreement. We used the entire proceeds from the RMB 3 billion guaranteed bonds due 2007
and RMB 5 billion guaranteed bonds due 2017, both issued on October 28, 2002 by Guangdong Mobile, our
wholly-owned subsidiary, to pay a portion of the US$ 2,800 million deferred consideration.

On October 28, 2002, Guangdong Mobile, one of our wholly-owned subsidiaries, issued RMB 3 billion
five-year guaranteed bonds and RMB 5 billion fifteen-year guaranteed bonds. Guangdong Mobile’s payment
obligations under these two bonds are guaranteed in full by us, and our guarantee obligation is further guaranteed by
China Mobile Communications Corporation.

We currently enjoy arating of Baa2 from Moody’s and BBB from Standard & Poor’s, which is
equivalent to China's sovereign rating. Any downgrade in our credit rating will not trigger any events on our
outstanding bonds or loans or our existing credit facilities. In addition, Moody’s recently upgraded our international
credit rating outlook from “ stable” to“ positive” , and our management currently believesthat adowngrade below Baa2
or BBB isnot likely. However, under the terms of our US$ 690 million convertible notes and our US$ 600 million
fixed rate notes, we are obligated to ensure that the aggregate debt of our subsidiaries does not exceed 120% of our
consolidated adjusted earnings before interest, tax, depreciation and amortization and write-down and write-off of
fixed assets, or EBITDA, for the most recently completed twelve-month period. We have complied with thiscovenant
in the most recently completed twelve-month period. In addition, we currently do not foresee any event that would
cause usto violate any of these covenants.

For adiscussion of our interest raterisk, please see Item 11. Quantitative and Qualitative Disclosures
about Market Risk” .



Other Contractual Obligations and Commitments
Asof December 31, 2002, we had various contractual obligations and commitments which are more
fully disclosed in the notes to our consolidated financial statements. The principal components of these obligations
and commitmentsinclude:

our short-term and long-term debts (in addition to the bonds and notes described under “ —
Indebtedness” above), which includes capital leases;

operating leases; and

capital commit ments.

In the ordinary course of our business, we routinely enter into commercial commitments for various
aspects of our operations, such asrepair and maintenance. However, we believe that those commitmentswill not have

amaterial effect on our financial condition, results of operations or cash flows.

For further disclosure regarding leases and other commitments, please see note 21 to our consolidated
financial statementsincluded elsewhere in this annual report.

The following table sets forth certain information regarding our contractual obligations to make future
payments as of December 31, 2002:

Payments Due by Period

Over Over
lyear but 3yearshut
Lessthan lessthan lessthan After
Contractual Obligations Total 1year 3years Syears 5years

(in millions of RMB)

ShOrt-Term DeEDL.......coverreeere e 3,689 3,689 - - -
Bills Payable........ccooiieiieeeereeeeee 1,256 1,256 - - -
Deferred Payable.........ccccoeveieiecevencieiecesee 15,176 - - - 15,176
Long-Term Debt @ ... 40,791 4,443 23,238 3,080 10,030
Capital Lease Obligations.........ccccoeevreirenineeenens 68 68 - - -
TradePayable.........ccoeeinneiinnece e 19,251 19,251 - - -
Total Contractual Cash Obligations................... 80,231 28,707 23,238 3,080 25,206

(1) Including the current portion of long-term debt.

The following table sets forth certain information regarding our other commercial commitments as of
December 31, 2002:



Amount of Commitment
Expiration Per Period

Total Over 1 year Over 3years
Amounts Lessthan but lessthan  but lessthan Over
Other Commer cial Commitments Committed lyear 3years 5years 5years

(in millions of RMB)

Operating LeasesCommitments............cceevrunene. 14,718 6,088 4,678 1,950 2,002
Capital Commitments.......ccccoeeeevreeerneeeneenens 6,437 6,437 - - -
Total Commercial Commitments..........ccccceeerenen 21,155 12,525 4,678 1,950 2,002

Asof December 31, 2002, we did not have any off-balance sheet arrangements or any written options on
non-financial assets.

Foreign Exchange

We maintain our accounts in Renminbi and substantially all of our revenue and expenses are
denominated in Renminbi. Our capital expenditures totaled the equivalent of RMB 20,729 million,
RMB 42,417 million and RMB 40,083 million (US$ 4,843 million) for 2000, 2001 and 2002, respectively. For 2000,
asubstantial portion of our capital expenditures was denominated in U.S. dollars and incurred in connection with our
purchase of imported equipment. In addition, we also incur interest expense on foreign currency (mainly U.S. dollar)
denominated borrowings. U.S. dollar denominated debt totaled the equivalent of RMB 11,855 million and
RMB 26,353 million (US$ 3,184 million) at December 31, 2001 and 2002, respectively, constituting 40.5% and
43.2% of our total debt as of those dates, respectively.

All of our current operating subsidiaries are incorporated in Mainland China. Under the current foreign
exchange system in Mainland China, our subsidiaries may not be able to hedge effectively against currency risk,
including any possiblefuture Renminbi devaluation. See* Item3. Key Information— Risk Factors— Fluctuationsin
exchange rates could adversely affect our financial results’” and “ Iten10. Additional Information — Exchange
Controls’.

Each of our operating subsidiariesis able to purchase foreign exchange for settlement of current account
transactions, as defined in applicable regulations, in order to satisfy its foreign exchange requirements.

U.S. GAAP Reconciliation

Our consolidated financial statements are prepared in accordance with Hong Kong GAAP, which differ
in certain significant respects from U.S. GAAP. The following table sets forth a comparison of our net profit and
shareholders’ equity in accordance with Hong Kong GAAP and U.S. GAAP.

Asof or for theyear ended December 31

2000 2001 2002 2002
(in millions)

Net profit in accordance with:

Hong Kong GAAP ... RMB 18,027 RMB 28,015 RMB 32,742 US$ 3,956

U.S. GAAP.... et RMB 24,137 RMB 34,236 RMB 37,202 US$ 4,495
Shareholders' equity in accordance with:

Hong Kong GAAP ... RMB 83,760 RMB 111,779 RMB 172,202 US$ 20,804

U.S. GAAP... e RMB 95,650 RMB 140,300 RMB 134,575 US$ 16,259

Under Hong Kong GAAP, we adopted the purchase accounting method to account for our acquisitions
of the seven regional mobile telecommunications companies in November 2000 and the eight regional mobile
telecommunications companiesin July 2002. Under the purchase accounting method, the acquired results of these
companies were included in the results of operations from the respective dates of acquisition. Goodwill isthe excess
of the cost over the fair value of our share of the identifiable assets and liabilities acquired. Goodwill arising on the
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acquisition date of our acquisition of seven regional mobile telecommunications companies in November 2000 was
eliminated against reserves immediately on acquisition. Dueto the adoption of SSAP 30, which took effect in 2001,
goodwill arising on the acquisition date of our acquisition of eight regional mobile telecommunications companiesin
July 2002 is amortized to the consolidated statements of income on a straight line of twenty years. See® Specia Note
on our Financial Information and Certain Statistical Information in this Annual Report”.

For U.S. GAAP, because we and the acquired compani eswere deemed to be under common control prior
to the acquisitions, the acquisitions were considered a “ combination of entities under common control” . Under U.S.
GAAP, combinations of entities under common control are accounted for under the “asif 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 are restated on a combined basis. The consideration we paid
or payablein each acquisition was treated as an equity transaction in the respective years of each acquisition, and
goodwill amortization recognized under Hong Kong GAAP in 2002 was reversed for U.S. GAAP purposes.

In addition, there are other differences between Hong Kong GAAP and U.S. GAAP for the periods
presented, which relate primarily to:

the computation of capitalized interest;

the revaluation of fixed assets of the acquired companies under Hong Kong GAAP,

the recognition of deferred income taxes;

the non-recognition under Hong Kong GAAP of certain of our employee housing scheme costs;
the treatment of share options we grant to directors and employees;

the recognition as revenue of connection fees and telephone number selection fees; and

the net savings arising from interconnection, roaming and leased line agreements.

Historically, connection fee revenue was recognized as received for both Hong Kong GAAP and U.S.
GAAP for all periods presented to June 30, 1999. Beginning July 1, 1999, we adopted a new accounting policy under
U.S. GAAPto defer connection fees received in excess of direct costs and recognize such deferred amount over the
estimated customer usage period for the related service. Effective January 1, 2000, under U.S. GAAP, we have
adopted the provisions of Staff Accounting Bulletin No. 101, “ Revenue Recognition in Financial Statements’ . Under
this Staff Accounting Bulletin, connection fees and telephone number selection fees received and incremental direct
costs up to but not exceeding such fees are deferred and amortized over the estimated customer usage period for the
related service. These changesin accounting policy for U.S. GAAP have significantly impacted the timing of
connection fee revenue recognized. Connection fees were, however, eliminated as of July 1, 2001.

Disclosure relating to these differences can be found in note 33 to our consolidated financial statements.
In addition, our condensed consolidated balance sheets as of December 31, 2001 and 2002 and our condensed
consolidated statements of income, total shareholders’ equity and cash flows for the years ended December 31, 2000,
2001 and 2002 prepared and presented under U.S. GAAP have been included in notes 33 and 34 to our consolidated
financial statements to reflect the impact of the significant differences between Hong Kong GAAP and U.S. GAAP.
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Item 6.  Directors, Senior Management and Employees.
Directors and Senior Management

The following table sets forth certain information concerning our directors and senior management as of
May 31, 2003.

Name Acge Position

Mr. WANG XiaoChU........ccoevvureennnn. 45 Chairman; Chief Executive Officer
ME LEYUB. oo, 44 Executive Director; Vice President
Mr. LU Xiangdong........cccceevvveeverernne, 43 Executive Director; Vice President
Mr. XUE Taohai ......ccccooveeeeeiviiennn, 47 Executive Director; Vice President and Chief Financial Officer
Mr HENING. ..o, 41 Executive Director; Vice President
Mr. LI Gang.....cooeveeveevieeneisieeeesaens 46 Executive Director

Mr. XU Long 46 Executive Director

Sir Christopher GENT.......ccoeveene, 54 Independent Non-Executive Director
Dr. LOKaShUi.....ccooevveereiiieieenn, 56 Independent Non-Executive Director
Mr. Frank K. S. WONG.........cccceeeue. 54 Independent Non-Executive Director
Mr.MosesM. C. CHENG.................. 52 Independent Non-Executive Director
Mr. ZHANG LigUi...ccovvereiiieicienn, 60 Non-Executive Director

Mr. Wang Xiaochu has served as our Chairman and Chief Executive Officer since March 1999. Mr.
Wang isin charge of our overall management. Heis also Vice President of China Mobile Communications
Corporation, the ultimate controlling shareholder of the Company. Prior to joining us, Mr. Wang served asthe
Director General of the Tianjin Posts and Telecommunications Administration. He also served as Director and
Deputy Director of the Hangzhou Telecommunications Bureau in Zhejiang Province. He was responsible for the
development of China Telecom'’s telephone network management systems and various other information technology
projects, and, asaresult, received the Class Three National Science and Technology Advancement Award and the
former Ministry of Posts and Telecommunications Class One Science and Technology Advancement Award. Mr.
Wang graduated from Beijing University of Posts and Telecommunicationsin 1980 and has over 22 years of
management experience in the telecommunications industry.

Mr. Li Yuehasserved asour Executive Director and Vice President sinceMarch 2003. Mr. Li assiststhe
Chief Executive Officer in relation to the network and planning activities of the Company. He has been serving as
Vice President of China Mobile Communications Corporation since April 2000. Mr. Li previously served as the
Deputy Director General of the Tianjin Posts and Telecommunications Administration and the President of Tianjin
M obile Communications Company. Mr. Li graduated from Tianjin University withaMaster’s Degree and has over 27
years of management experience in the telecommunications industry.

Mr. Lu Xiangdong has served as our Executive Director and Vice President since March 2003. Mr. Lu
assists the Chief Executive Officer mainly in marketing, wireless data services, billing and settlement and corporate
co-operation of the Company. He has been serving as Vice President of China Mobile Communications Corporation
since April 2000. He previously served as the Director General of Fujian Wireless Telecommunications Bureau and
the Deputy Director General of the M obile Telecommunications Bureau of the Ministry of Posts and
Telecommunications. Mr. Lu graduated from the Academy of Posts and Telecommunications of the Ministry of Posts
and Telecommunications with aMaster’s Degree and has nearly 21 years of management experience in the
telecommunications industry.

Mr. Xue Taohai has served as our Executive Director, Vice President and Chief Financial Officer since
July 2002. Mr. Xue assists the Chief Executive Officer in relation to the corporate financial management of the
Company. Mr. Xueis also the Vice President of China Mobile Communications Corporation. Mr. Xue previously
served as the Deputy Director General of the Finance Department of the former Ministry of Posts and
Telecommunications, Deputy Director General of the Department of Financial Adjustment and Clearance of the
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Ministry of Information Industry and Deputy Director General of the former Directorate General of
Telecommunications. He graduated from Henan University and has over 23 years of experience in the
telecommunications industry and financial management.

Mr. He Ning has served as our Executive Director since August 1998. Mr. Heisalso aVice President of
the Company, assisting the Chief Executive Officer in the general administration and investor and media relations of
the Company. He previously served asthe Deputy Director General of the Zhenjiang Posts and Telecommunications
Bureau, the Director and Deputy Director of the Jiangsu Mobile Communications Bureau, Deputy Director General of
the Posts and Telecommunications Administration in Jiangsu Province and the Chairman and President of Jiangsu
Mobile. He graduated from Nanjing University of Posts and Telecommunications and received a Master’'s Degree
from Maastricht School of Management of the Netherlands. He has 19 years of management experience in the
telecommunications industry.

Mr. Li Gang has served as our Executive Director since August 1999. Heisthe Chairman and President
of Guangdong Mobile, responsible for the mobile telecommunications operations in Guangdong Province. He
previously served asDirector of the Network Maintenance Division and aDeputy Director of the Telecommunications
Division of the Posts and Telecommunications Administration in Guangdong Province and the Vice Chairman and
President of Guangdong Mobile. He graduated from Beijing University of Posts and Telecommunicationsin 1985,
and has 29 years of experience in the telecommunicationsindustry.

Mr. Xu Long has served as our Executive Director since August 1999. Heisthe Chairman and President
of Zhejiang Mabile, responsible for the mobile telecommunications operations in Zhejiang Province. He previously
served as Deputy Director of Shaoxing Posts and Telecommunications Bureau, the President of Zhejiang Nantian
Posts and Telecommunications Group Company and Director of the General Office and Deputy Director General of
Posts and Telecommunications Administration in Zhejiang Province. He graduated from Zhejiang Radio and
Television University in 1985, and has 25 years of experience in the telecommunications industry.

Sir Christopher Gent has served as our independent Non-Executive Director since February 2001. Sir
Christopher isthe Chief Executive of Vodafone Group Plc., one of the world’s largest mobil e telecommunications
companies. Sir Christopher joined the V odafone Group as Managing Director of Vodafone Limited in 1985 when
Vodafone launched its first mobile phone service in the UK, and held the position until December 1996, when he
became Group Chief Executive. He also represents V odafone on the board of directors of the largest mobile
telecommunications company in the United States, Verizon Wireless. Sir Christopher has many years of management
experience in the telecommunications industry worldwide.

Dr. Lo Ka Shui has served as our independent Non-Executive Director since April 2001. Dr. Loisthe
Deputy Chairman and Managing Director of Great Eagle Holdings Limited. He is also a non-executive Director of
The Hong Kong and Shanghai Banking Corporation Limited, Shanghai Industrial Holdings Limited and Phoenix
Satellite Television Holdings Limited. Heisalso adirector of Hong Kong Exchanges and Clearing Limited, aVice
Chairman of the Real Estate Developers Association of Hong Kong, a Trustee of the Hong Kong Centre for Economic
Research, and a member of the Council of Advisorson Innovation and Technology. Dr. Lo graduated with a bachelor
of science degree from McGill University in Canada and adoctorate degree in medicinefrom Cornell University inthe
United States. Heiscertified in cardiology. Dr. Lo has more than 23years of experiencein property and hotel
development and investment both in Hong Kong and overseas.

Mr. Frank K. S. Wong has served as our independent Non-Executive Director since A ugust 2002. Mr.
Wong is Vice Chairman of DBS Bank and Chairman of Dao Heng Bank. He previously served as the Designated
Chief Executive for National Westminster Bank’s Hong Kong branch and Chairman of the Hong Kong Futures
Exchange. Healso held various senior positionsin JP Morgan's Hong Kong and L ondon operations, and in
Citibank-North Asiaregion. Mr. Wong has many years of finance and commercial management experience.

Mr. Moses M. C. Cheng has served as our independent Non-Executive Director since March 2003. Mr.
Chengisapracticing solicitor and asenior partner of Messrs. P. C. Woo & Co. Heisalso Chairman of theHong Kong
Institute of Directors, Chairman of the Committee on the Promotion of Civic Education of Hong Kong and the Deputy
Chairman of the Listing Committee of both the Main Board and Growth Enterprise Market of The Stock Exchange of
Hong Kong Limited. He previously served as an appointed member of the Legislative Council of Hong Kong from
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1991 to 1995.

Mr. Zhang Ligui has served as our Non-Executive Director since March 2003. Mr. Zhang has been
serving asthe President of ChinaM obile Communications Corporation since April 2000 andisin charge of the overall
management of China Mobile Communications Corporation. Mr. Zhang previously served as the Director General of
the Gansu Posts and Telecommunications Administration. He had also served as the Director General of the
Directorate General of Telecommunicationsof the Ministry of Postsand Telecommunications, the Director General of
the Beijing Telecommunications Bureau, and the Director General of the Directorate General of Posts and
Telecommunications. Mr. Zhang graduated from Beijing University of Posts and Telecommunications and has over
37 years of management experience in the telecommunications industry.

OnJuly 3, 2002, Mr. Ding Donghuaretired and resigned as our Director and Chief Financial Officer. On
August 1, 2002, Professor Arthur Li Kwok Cheung resigned as our independent non-executive director. On March
18, 2003, Mr. Li Zhenqun resigned as our Vice Chairman and Chief Operating Officer. On the same date, each of Mr.
Liu Ping, Mr. Y uan Jianguo and Mr. Wei Yiping resigned as our Director.

Compensation

The aggregate amount of compensation that we paid to our directors and executive officers during 2002
for services performed as directors, officers or employees was approximately RMB 15 million (US$ 1.8 million).

We adopted a share option scheme on October 8, 1997, or the Old Scheme, pursuant to which our
directors may, at their discretion, invite our employees, including executive directors, or employees of our
subsidiaries, to take up optionsto subscribe for ordinary shares up to a maximum aggregate number of ordinary shares
equal to 10% of our total issued share capital.

Pursuant to aresolution passed at the annual general meeting held on June 24, 2002, the Old Scheme was
terminated and a new share option scheme, or the New Scheme, was adopted. The purpose of the New Schemeisto
providethe Company with aflexible and effective means of remunerating and providing benefitsto the employees, the
executive directors and the non-executive directors of the Company, any of its holdings companies and their
respective subsidiaries and any entity in which the Company or any of its subsidiaries holds any equity interest,
thereby providing incentives to these participants. Under the New Scheme, the directors of the Company may, at their
discretion, invite the plan participants to take up options to subscribe for the ordinary shares of the Company.

The maximum aggregate number of ordinary shares which can be subscribed pursuant to options that are
or may be granted under the above schemes equals to 10% of the total issued share capital of the Company as at the
date of adoption of the New Scheme. Optionslapsed or cancelled in accordance with the terms of the Old Scheme or
the New Scheme will not be counted for the purpose of calculating this 10% limit.

Asthe Old Scheme was terminated with effect on June 24, 2002, no further options was granted under
the Old Scheme thereafter. Asat December 31, 2002, the total number of ordinary shareswhich may beissued on the
exercise of the outstanding options granted under the Old Scheme is 112,761,500. As at the same date, the total
number of ordinary shares which may be issued on the exercise of the outstanding options granted or to be granted
under the New Schemeis 1,773,844,445.

The consideration payable for the grant of each option under each of the Old Scheme and the New
Scheme is HK$ 1.00. For options granted before September 1, 2001 under the Old Scheme, the exercise price of the
options was determined by the directors of the Company at their discretion provided that such price may not be set
below a minimum price which is the higher of:

0] the nominal value of ashare; and
(i) 80% of the average of the closing price of the ordinary share on The Stock Exchange of Hong Kong

Limited, or the Hong Kong Stock Exchange, on the five trading days immediately preceding the
date on which the option was granted.



With effect from September 1, 2001, the Hong Kong Stock Exchange requires that the exercise price of
optionsto be at least the higher of the nominal value of an ordinary share, the closing price of the ordinary shares on
the Hong Kong Stock Exchange on the date on which the option was granted and the average closing price of the
ordinary shares on the Hong Kong Stock Exchange for the five trading daysimmediately preceding the date on which
the option was granted. During the year ended December 31, 2002, no option was granted under the Old Scheme.

For options granted under the New Scheme, the exercise price of the options shall be determined by the
directors of the Company at their discretion provided that such price may not be set below a minimum price which is
the highest of:

()] the nominal value of an ordinary share;

(i) the closing price of the ordinary shares on the Hong Kong Stock Exchange on the date on which the
option was granted; and

(iii) the average closing price of the ordinary shares on the Hong Kong Stock Exchange for the five
trading daysimmediately preceding the date on which the option was granted.

Share optionsinvolving 150,476,500 ordinary shares were granted under the New Scheme during the year ended
December 31, 2002.

Under both the Old Scheme and the New Scheme, theterm of the optionisdetermined by thedirectorsat
their discretion, provided that all options shall be exercised within 10 years after the adoption of the scheme (in the
case of the Old Scheme) and within 10 years after the date on which the option is granted (in the case of the New
Scheme).

Asat December 31, 2002, the directors and employees of the Company had options to subscribe for the
ordinary shares of the Company granted under both the Old Scheme and, from June 24, 2002 onwards, the New
Scheme. See “— Share Ownership” below for details on options granted to our directors.

Board Practices

To enhance our corporate governance, we established two board committees, the audit committee and
the remuneration committee, in 1998 and 2000, respectively. These committees are comprised solely of independent
non-executive directors. In 2001, having considered the relevant rules on corporate governance and the Code of Best
Practice of the Listing Rules of the London Stock Exchange, we established the nomination committee. The
nomination committee is comprised primarily of independent non-executive directors.

Audit Committee

The members of our audit committee are Dr. Lo Ka Shui, as chairman of the committee, Mr. Frank K.S.
Wong and Mr. Moses M. C. Cheng. The audit committee’s major responsibilities include:

to review the financial reports, the related auditors’ review report and management’s responses to the
review reports;

to discuss audit procedures with the auditors as well as any issues arising out of such procedures,

to review the auditors’ appointment, the auditors’ fees and any matters relating to the termination or
resignation of the auditor; and

to examine the effectiveness of our internal controls, to review our internal audit plan and to submit
relevant reports and recommendations to our Board on aregular basis.

The audit committee usually meets four times each year.
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Remuneration Committee

The members of our remuneration committee are Dr. Lo Ka Shui, as chairman of the committee,
Mr. Frank K. S. Wong and Mr. Moses M. C. Cheng. The remuneration committee’s major responsibilities include:

to advise the Board in relation to the remuneration structure and payments of our executive directors and
executives; and

to represent the Board in confirming the individual remuneration packages and employment terms of
executive directors and approving their related employment contracts.

Meetings of the remuneration committee are held when necessary.
Nomination Committee

The members of our nomination committee are Mr. Wang Xiaochu, as chairman of the committee,
Dr. Lo Ka Shui, Mr. Frank K. S. Wong and Mr. Moses M. C. Cheng. The primary responsibilities of the nomination
committee include reviewing, advising and making recommendations to the board on the mattersin relation to the
appointment and re-appointment of board members, and ensuring the proper and transparent procedures for the
appointment and re-appointment of directors. Meetings of the nomination committee are held when necessary.
Employees

See“ Item 4. Information on the Company — Business Overview — Employees”.

Share Owner ship

As of December 31, 2002, the following directors and those members of our senior management named
in the section entitled “ Directors and Senior Management” had interestsin our share capital:

Director Number of ADSs Per centage of class
Wang Xia0ChU........ccveeenerreneenescerinennens 500 *
Li Zhenqun (resigned).........c.coevveeenene, 100 *

*  Lessthan 1%.

Under our Memorandum and Articles of Association, our directors and senior management do not have
different voting rights when compared to other holders of sharesin the same class.

Asof December 31, 2002, optionsexercisablefor an aggregate of 14,479,000 shares had been granted to
the following directors and those members of our senior management named in the section “ Directors and Senior
Management” under our share option scheme and were outstanding.

The following options are exercisable at a price of HK$ 33.91 per share through October 7, 2007.

Director Number of shares covered by options
Wang XiaoChU........ccveereeerencerecenenns 3,900,000
HENING oo 1,000,000
[T o 1,000,000

The following options are exercisable at a price of HK$ 45.04 per share through October 7, 2007.

-56-



Director Number of shares covered by options

100,000
83,000
90,000

585,000

LiuPing (resigned).......ccoueneeenniennns 581,000

Y uan Jiangguo (resigned)................. 580,000

Wei Yiping (resigned)..........cococereeen. 578,000

The following options are exercisable at aprice of HK$ 45.04 per share from April 25, 2005 through
October 7, 2007.

Director Number of shares covered by options
Wang Xia0oChU........ccccveverrererecererennens 100,000
HENING .o 83,000
(I CT-s o R 90,000
D QU 1 0] o T 585,000
LiuPing (resigned).....c.ccoueeneernirennns 581,000
Y uan Jiangguo (resigned).................. 580,000
Wei Yiping (resigned).......c.cccccvuvenenee 578,000

The following options are exercisable at a price of HK$ 32.10 per share from June 22, 2003 through
October 7, 2007.

Director Number of shares covered by options
Wang Xia0oChU........cccovererererenecererennens 60,000
Li Zhenqun (resigned).........cccovevunene. 560,000
[ =3 NN [T o 45,000
(I CT-s o 50,000
D QU 1 ] o 47,500
LiuPing (resigned).....c.ccoueeneeenieennns 40,000
Y uan Jianguo (resigned)........cccccun... 45,000
Wei Yiping (resigned).......cccoevrenne 40,000
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The following options are exercisable at aprice of HK$ 32.10 per share from June 22, 2006 through
October 7, 2007.

Director Number of shares covered by options
Wang XiaoChU........cccveveeeneneeenerennens 60,000
Li Zhenqun (resigned).........cccceevrune. 560,000
HENING oo 45,000
Li GaNng....ccoevevereerrresiseesressesessessseeens 50,000
XU LONG. ot 47,500
LiuPing (resigned).......cccccoeeervrereenenns 40,000
Y uan Jianguo (resigned)........c.cccc..... 45,000
Wei Yiping (resigned)........ccccoeeverennn. 40,000

The following options are exercisable at a price of HK$ 22.85 per share from July 3, 2004 through
Jduly 2, 2012

Director Number of shares covered by options
Wang XiaoChU........cccvevereenerecrnirennnns 150,000
D QU I =T ] - 100,000
Li Zhenqun (resigned).........cccvverenne. 100,000
HE NING oo 90,000
(I CT-s o 95,000
D QU 1 0] o T 90,000
LiuPing (resigned)........coueeneemnirennns 50,000
Y uan Jianguo (resigned)..........cc....... 80,000
Wei Yiping (resigned)........cccceevurune. 50,000

The following options are exercisable at a price of HK$ 22.85 per share from July 3, 2007 through
Jduly 2, 2012.

Director Number of shares covered by options
Wang Xia0oChU........cccovererererenecererennens 150,000
Xue Taohai 100,000
Li Zhenqun (resigned).........cccceevurune. 100,000
[ L= V1 o R 90,000
Li Gang....cccoeveveeeernrerseressesssesessessaenens 95,000
XU LONG. ottt 90,000
LiuPing (resigned).......cccccoeeerrerercenenns 50,000
Y uan Jianguo (resigned)........c.coc..... 80,000
Wei Yiping (resigned).......c.cccocvrenens 50,000



Item 7.  Shareholdersand Related Party Transactions.
Major Shareholders

Asof May 31, 2003, approximately 75.7% of our outstanding shares were held by China Mobile Hong
Kong (BV1) Limited, awholly-owned subsidiary of China Mobile (Hong Kong) Group Limited. China Mobile
Communications Corporation, a state-owned company, holds all of the voting shares and economic interest in China
Mobile (Hong Kong) Group Limited. No other persons own 5% or more of our ordinary shares. Between our initial
public offering and May 31, 2003, our majority shareholders held, directly or indirectly, between approximately 75%
and 76.5% of equity interest in us, except for brief periods following our equity offeringsin 1999 and 2000 but before
theissuance of consideration sharesto our direct shareholder, ChinaMobile Hong Kong (BV1) Limited, for therel ated
acquisitions, during which periods the sharehol ding was temporarily lower. See® Item 4. Information on the
Company — Industry Restructuring and Changesin Our Shareholding Structure” for changes during the past three
years with respect to our majority shareholders. Under our Memorandum and Articles of Association, our major
shareholders do not have different voting rights when compared to other holders of sharesin the same class.

We are not aware of any arrangement which may at a subsequent date result in a change of control over
us.

Reated Party Transactions

Asof May 31, 2003, China Mobile Communications Corporation indirectly owns an aggregate of
approximately 75.7% of our issued and outstanding share capital.

Weand each of our subsidiaries haveenteredinto variousrelated party transactions. The principal terms
of the agreements for these related party transactions are described below.

Certain chargesfor the services under these agreements are based on tariffs set by the Chineseregul atory
authorities. Those transactions where the charges are not set by Chinese regulatory authorities are based on
commercia negotiation between the parties, in each case on an arm’s length basis. In thisregard, we have the benefit
of the undertaking from China Mobile Communications Corporation that to the extent within its control, we will be
treated equally with any other mobile telecommunications entities in respect of all approvals, transactions and
arrangements between us on the one hand and China M obile Communications Corporation and other mobile
telecommuni cations operators controlled by China Mobile Communications Corporation on the other hand, as
described below under “ Undertaking from China Mobile Communications Corporation”.

Roaming Arrangements

We offer domestic and international roaming services to our subscribers. In September 1997, in
connection with our initial public offering, we entered into domestic roaming arrangements with the mobile
communications networks previously controlled by the former Ministry of Posts and Telecommunications. Those
arrangements were replaced by our interconnection and roaming agreement with China M obile Communications
Corporation entered in May 2000, which sets forth the current terms of our domestic and international roaming
arrangements. Under this agreement, with regard to inter-provincial roaming, 80% of the base roaming calling
charges payable by aroaming subscriber is credited to the visited network and the remaining 20% is retained by the
roaming subscriber’s home network. This agreement isvalid for two years from April 1, 1999, and will be
automatically renewed on an annual basisunlesseither party notifiesthe other of itsintentiontoterminate at | east three
months prior to the expiration of the term.

With regard to international roaming, roaming calling charges incurred by an international mobile
telecommuni cations services subscriber making or receiving a call while roaming in our service regionsin Mainland
Chinaare collected for us and credited to us by China Mobile Communications Corporation, and we will make the
necessary settlement with the relevant telecommunications operatorsin Mainland China. ChinaMobile
Communications Corporation also collects a 15% handling charge on the roaming calling charges from the
international mobile telecommunications operators and shares such handling charge equally with us with respect to
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roamingincallsto our serviceregions. When our subscribersroam internationally, wewill collect theroaming calling
charges together with a 15% handling charge from our subscribers and will pay the roaming calling charges together
with half of the handling charge collected to China Mobile Communications Corporation, which will make the
necessary settlement with the international mobile tel ecommunications operators concerned.

Licensing of Trademark

China Mobile Communications Corporation is the owner of the* CHINA MOBILE” name and |0go, a
registered trademark in Mainland China, Cambodia and New Zealand. In addition, it has filed applicationsin
Bangladesh, Canada, Hong Kong, India, Indonesia, Macau, Malaysia, Philippines, South Korea, Taiwan, Thailand
and the Untied Statesto register the“ CHINA MOBILE” name and logo as atrademark for certain goods and services.
In July 2002, we entered into anew licensing agreement with China Mobile Communications Corporation for, among
other things, the use of the* CHINA MOBILE" name and logo by us and our operating subsidiaries. The new
licensing agreement replaces the previous licensing agreements entered into with China Mobile Communications
Corporation in October 1999 and the supplemental licensing agreement entered into in September 2000. Under this
agreement, no licensefeeispayableby usfor thefirst fiveyearsfrom the effective date of thetrademark registrationin
Chinaand any fees payable after that will be no less favorable than fees paid by other affiliates of ChinaMobile
Communications Corporation. China Mobile Communications Corporation may terminate the license agreement if it
no longer has any interestsin us.

Spectrum Fees

The Ministry of Information Industry and the Ministry of Finance jointly determine the standardized
spectrum fees payabl e to the Ministry of Information Industry by all mobile telecommunications operatorsin
Mainland China, including us. In accordance with ajoint circular from the State Devel opment and Reform
Commission and the Ministry of Finance, China Mobile Communications Corporation entered into an agreement with
us that specifies the amount of feesto be paid to the Ministry of Information Industry for spectrum usage by each
mobile telecommunications network operator under the Ministry of Information Industry’s control based on the
bandwidth of the frequency used and the number of base transceiver stations within the relevant operator’s networks.
In October 1999, we entered into an agreement with China Mobile Communications Corporation (as supplemented by
two supplemental agreements entered into in September 2000 and April 2002), under which we have been granted the
exclusive right to use the frequency spectrum and telephone numbers allocated to usin our service regions. For the
usage of the 800/900 MHz and the 1800 MHz frequency bands, the charges will be shared between our operating
subsidiaries and China Mobile Communications Corporation’s operating subsidiaries. Sixty percent of the charges
will beshared on the basis of the number of base stationsat the end of the previousyear and 40% of the chargeswill be
shared on the basis of the bandwidth of the spectrum used. The agreement is valid for one year and will be
automatically renewed on an annual basisunlesseither party notifiesthe other of itsintentionto terminate at | east three
months prior to the expiration of theterm.

On May 2, 2002, the relevant regulatory authoritiesin Chinainformed usthat the standard spectrum
usage fees for GSM networks will be adjusted progressively over a period of three years, and the adjustments will be
effectivefrom July 1, 2002 for aperiod of fiveyears. For thefirst year, spectrumusage feesfor GSM networkswill be
charged at the annual rate of RMB 7.5 million per MHz frequency. For the second year, the annual fee will be
RMB 11.25 million per MHz frequency and from the third year onward, the annual fee will be RMB 15 million per
MHz frequency. All adjusted annual fees are charged on the basis that upward and downward frequencies are
separately charged. The allocation of spectrum usage fees between China Mobile Communications Group and us
remains the same under our existing agreement. The adjustments will increase our expenses on an after-tax basis by
approximately RMB 224 million, RMB 343 million and RMB 462 million, respectively for thefirst, second, and third
year after the effectiveness of these new rates.



Sharing of I nter-Provincial Transmission Line Leasing Fees

In May 2000, we entered into an inter-provincial leased line agreement with ChinaMobile
Communications Corporation, which was supplemented in September 2000, extending the application of this
agreement to the seven regional mobile telecommunications companies we acquired in 2000 effective upon our
acquisition. We entered into afurther supplemental agreement in April 2002, which extended the application of this
agreement to the eight regional mobile telecommunications companies we acquired in 2002. More details about the
arrangements are described under “ Item 5. Operating and Financial Review and Prospects— Overview of Our
Operations — Our Operating Arrangements with China M obile Communications Corporation Have A ffected and
May Continue to Affect Our Financial Results’.

I nterconnection Arrangements

Our networks interconnect with the mobile tel ecommunications networks of China Mobile
Communications Corporation in other regions. In May 2000, we entered into an interconnection and roaming
agreement with China M obile Communications Corporation (as amended by two supplemental agreements entered in
September 2000 and April 2002). Under these agreements, with regard to inter-provincial roaming, when the roaming
subscriber places a call from aroaming location, the operator of the visited network receives all long distance calling
charges, if any, and when the roaming subscriber receives a call at aroaming location, the network operator with
whom the subscriber isregistered retains all long distance calling charges, if any.

International long distance calling charges incurred by an international mobile telecommunications
services subscriber making an international long distance call while roaming in the areasin Mainland Chinawhere we
operate are collected by China Mobile Communications Corporation and are credited to us. We will make the
necessary settlement with the relevant telecommunications operatorsin Mainland China. China Mobile
Communications Corporation also collects a 15% handling charge on such international long distance calling charges
from the international mobile tel ecommunications operators and shares such handling charges equally with us. When
our subscribers roam internationally, we will collect the international long distance calling charges, if any, together
with a 15% handling charge from our subscribers and will pay the international long distance calling charges together
with half of the handling charges to China M obile Communications Corporation, which will make the necessary
settlement with the international mobile telecommunications operators concerned. Where long distance charges
cannot be distinguished from base roaming charges, such long distance charges are grouped under roaming charges.

Prepaid Services

Prepaid services allow subscribersto add value to their SIM cards by purchasing top-off cards from any
of our network operators or China Mobile Communications Corporation’s other network operators. We have entered
into an agreement with China Mobile Communications Corporation regarding the sharing and settlement of revenue
when prepaid subscribers purchase top-off cards from network operators other than their home network operators.
Thisagreementisfor aterm of oneyear from July 1, 2000 (the sharing of revenuefrom prepaid subscribers purchasing
top-off cardsfrom network operators other than their home network operators commenced from February 1, 2000) and
will be automatically renewed on an annual basis unless either party notifies the other of itsintention to terminate at
least three months prior to the expiration of the term. The agreement was amended on May 11, 2001 with retroactive
effect from April 21, 2001, and was further amended on April 29, 2002 to extend the application of the arrangement to
the eight regional mobile telecommunications companies we acquired in 2002. Under the amended agreement, the
mobile network operator in the location that issues the top-off card remits 95% of the face value of the top-off card to
the subscriber’s home network operator, and keeps the remainder as a handling charge. Prior to the amendment, the
remittance amount to home network operator was 85% of the face value of the top-off card.

Platform Devel opment

Aspireis 66.4% owned by us, and it isajoint venture with Vodafone and Hewl ett-Packard Company. It
entered into a platform devel opment master agreement with each of us and China Mobile Communications
Corporation on January 10, 2001. Under the two platform development master agreements, Aspire (or its
subsidiaries) will provide the same scope of technology platform devel opment and maintenance services to us and our
subsidiaries and to China Mobile Communications Corporation and their respective mobile telecommunications
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subsidiariesin various regionsin Mainland China. These servicesinclude system and gateway integration services,
hardware, software and system devel opment (including development of applications), technical support and major
overhaul servicesfor a standardized, nation-wide platform for wireless data.

Under the platform development master agreements, we and China Mobile Communications
Corporation will each pay Aspire equipment charges, systems integration fees, software licensing fees, technical
support fees and/or major overhaul charges, which will be determined according to standards laid down by the
relevant governmental departments and/or by reference to market rates.

Property Leasing and Management Services

We |ease from other subsidiaries of China Mobile Communications Corporation various properties that
are used as office space and for locating our cell sites and switching equipment. Inrelation to |eased properties, the
rental payments are determined with reference to market rates. In relation to properties sub-leased by such
subsidiaries to the companies that we acquired in November 2000 (which were in turn leased to such subsidiaries by
third parties), therental isequal to the rental payable to such third parties, and such subsidiaries do not make any gains
astheintermediate lessors. Some of such subsidiaries of China Mobile Communications Corporation also provide
property management servicesin relation to the properties leased or subleased (other than for Tianjin Mobile and
Guangxi Mobile). Property management fees are determined with reference to market rates.

Theinitial terms of such leases and sub-leases range from six monthsto ten years. Theinitial terms of
such leases and sub-leases to Guangxi Mobile are renewable on an annual basisif Guangxi Mobile gives six months’
notice of itsintention to renew. Guangxi Mobileisentitled to terminate such leases and sub-leases by giving three
months' notice at any time. Theinitial terms of such leases and sub-leases to Tianjin Mobile are automatically
renewable on an annual basis unless terminated by Tianjin Mobile by three months' notice given at any time or by the
relevant lessor by giving notice of itsintention to terminate three months prior to expiration of the relevant term. The
initial terms of such leases and sub-leases to Shanghai Mobile are automatically renewed on an annual basis unless
terminated by Shanghai M obileby three months' noticegiven at any timeor inrelation to sub-leasesterminated by the
relevant lessor by giving three months' notice prior to the expiration of the relevant term. In relation to our other
subsidiaries, the relevant |ease terms and (subject to the relevant head lease being valid or renewable for the extended
term) sub-lease termswill be automatically renewed on an annual basis unless terminated by the relevant companies
with three months’ notice given at any time and, in relation to sub-leased properties, the relevant lessor may also
terminate by giving three months' notice prior to the expiration of therelevant term. Beijing Mobile also leases certain
properties and provides property management servicesto a subsidiary of China Mobile Communications Corporation
for aninitial term of one year and on terms substantially similar to those set out abovein this paragraph.

Construction and Related Services

Beijing Mobile, Shanghai Mobile, Liaoning Mobile and Shandong Mobile entered into agreements with
certain subsidiaries of China Mobile Communications Corporation under which such subsidiaries provide services
such as construction, design, equipment installation, testing and/or maintenance services and/or act as general
contractorsin relation to construction and other projects of our subsidiaries. Such agreements are for terms of
between 6 months and 16 months, which will be automatically renewed on an annual basis unless either party (in the
case of Shandong Mobile, Shanghai Mobile and Beijing Mobile) or Liaoning Mobile (in the case of Liaoning Mobile)
notifies the other in writing at least three months prior to the expiration of the term of itsintention to terminate the
arrangement. Beijing Mobile had also previously entered into other agreements for the provision of certain
construction and related services which have continued to be performed according to their terms after Beijing Mobile
was acquired by usin November 2000. The charges payable for services rendered under such agreements are
determined according to standards laid down by relevant governmental departments and/or by reference to market
rates.

Equipment Maintenance and Related Services
Beijing Mobile, Shanghai Mobileand Liaoning Mobileentered into agreementswith certain subsidiaries

of China Mobile Communications Corporation under which such subsidiaries provide equi pment maintenance and
related servicesto such companies. Such agreements are for terms of between 6 months and 15 months, which will be
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automatically renewed on an annual basis unless either party (in the case of Beijing Mobile) or Shanghai Mobile or
Liaoning Mobile (in the case of Shanghai Mobile and Liaoning Mobile, respectively) notifies the other of itsintention
to terminate in writing at least three months prior to the expiration of the term. Beijing Mobile had also previously
entered into another agreement for the provision of certain equipment maintenance services which continued to be
performed according to its terms after Beijing Mobile was acquired by usin November 2000. The charges payable for
services rendered under such agreements are determined according to standards laid down by relevant governmental
departments and/or by reference to market rates.

Transmission Tower Production, Sales and Other Services and Antenna Maintenance Services

Hebei Maobile entered into an agreement with a subsidiary of China Mobile Communications
Corporation under which such subsidiary provides transmission tower design, production, installation and
mai ntenance services and antenna maintenance services to Hebei Mobile, and sells transmission towers and spare
partsto Hebei Mobile. Theinitial term of this agreement isfor one year from August 1, 2000 to July 30, 2001. This
agreement will be automatically renewed on an annual basis unless either party notifies the other of itsintention to
terminate in writing at |east three months prior to theexpiration of theterm. The price of such transmissiontowersand
spare parts and the charges payabl e for services rendered under this agreement are determined according to standards
laid down by relevant governmental departments and/or by reference to market rates.

Collection Services and Sales Arrangements

Henan Mobile entered into an agreement with a subsidiary of China Mobile Communications
Corporation in August 1999 in respect of the provision by the China Mobile Communications Corporation subsidiary
of certain payment collection servicesto Henan Mobile. The collection service charges payable by Henan Mobile
amount to 1% of the collections.

In addition, Henan Mobile al so entered into a sales service agreement with a subsidiary of ChinaMobile
Communications Corporation in August 1999 pursuant to which such subsidiary has agreed to market through its
outlets Henan Mobil€'s mobile telecommunications services. The maximum sales service charges of RMB 250 per
subscriber are based on commercial negotiation on an arm’s length basis by reference to the prevailing market rates.

Telecommunication Services

In April 2002, each of Anhui Mobile, Jiangxi Mobile, Chongging Mobile, Sichuan Mobile, Hubei
Mobile, Hunan Mobile, Shaanxi Mobile and Shanxi Mobile has, respectively, entered into an agreement with the
respective subsidiary of China Mobile Communications Corporation for the provision of certain telecommunications
services. These servicesinclude:

0] telecommunications projects planning, design and constructionsservices and telecommunications
lines and pipelines construction services (as the case may be);

(i) telecommuni cations lines maintenance services provided to Anhui Mobile, Jiangxi Mobile, Shaanxi
Mobile and Shanxi Mobile; and

(iii) property leasing and property management services.

For the services described in (i) and (ii) above, the charges payable are generally determined with
reference to and cannot exceed relevant standards set by and revised from time to time by relevant governmental
authoritiesin Mainland China. Where there are no such standards, the charges are determined with reference to
market rates.

Transmission Tower Sales, I nstallation and Maintenance
On May 8, 2002, we entered into an agreement with Hubei Communication Services Company, a

wholly-owned subsidiary of China Mobile Communications Corporation, under which Hubei Communication
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Services Company provided transmission towers and spare parts and related installation and maintenance services to
our operating subsidiaries. The price of such transmission towers and spare parts and the charges payable for the
services rendered under the agreement are determined either according to standards set by relevant governmental
authoritiesin Mainland China or by reference to market rates.

Miscellaneous

Thesetransactions entered into by us (including our subsidiaries) have been entered into in the ordinary
course of business and on normal commercial terms. Under the Listing Rules of the Hong Kong Stock Exchange,
these transactions are considered to be “ connected transactions” and (other than the licensing of trademarks) would
normally require full disclosure and prior independent shareholders’ approval on each occasion they arise. Asthe
transactions are expected to be continued in the normal course of business, our directors consider that such disclosure
and approval would be impractical. Accordingly, our directors have requested the Hong Kong Stock Exchange to
grant, and the Hong Kong Stock Exchange has granted, waivers from compliance with the normal approval and
disclosure requirements related to connected transactions under the Listing Rules (except for the licensing of
trademarks), which will be effective until December 31, 2004, except that the waivers for transactions relating to
prepaid services and platform development will be effective until December 31, 2006, upon the following conditions
as applicable:

(0] the transactions as well as the respective agreements governing such transactions will be (a) entered
into in the ordinary and usual course of business on terms that are fair and reasonable so far as our
independent shareholders are concerned, and (b) on normal commercial terms and in accordance
with the terms of the agreements governing such transactions;

(2) details of the transactions, asrequired by rule 14.25(1)(A) to (D) of the Listing Rules, shall be
disclosed in our Hong Kong annual report;

(©)) our independent non-executive directors shall review annually the transactions and confirm in our
Hong Kong annual report and accounts for the relevant year that the transactions have been
conducted in the manner stated in paragraph (1) above and within the upper limits stated below;

(4 our auditors shall review annually the transactions and provide our directors with aletter, details of
which will be set out in our Hong Kong annual accounts, stating that the transactions:

received the approval of our board of directors;

are in accordance with the pricing policies as stated in our annual report;
have been conducted in the manner as stated in (1)(b) above; and

have not exceeded the upper limits as set forth in paragraph (7) below;

(5) details of the transactions are disclosed to our independent shareholders who shall have voted in
favor of an ordinary resolution to approve the connected transactions and the upper limits set out
below at our extraordinary general meeting;

(6) China M obile Communications Corporation has undertaken to us that our auditors will be granted
access to such of itsand its associates accounting records for the purposes of reviewing the
transactions mentioned above; and

@) with respect to the following types of transactions entered into and to be entered into by us, the

waiver was applied for and granted under the additional condition that they shall not exceed the
relevant upper limits set out below in each of our fiscal years:



payments payable by us (other than the eight regional mobile telecommunications companies
we acquired in 2002), to subsidiaries of China Mobile Communications Corporation for
collection servicechargesin any fiscal year shall not exceed 0.1% of our consolidated operating
revenue in such year, and payment payable by us (other than the eight regional mobile
telecommuni cations companies we acquired in 2002) to subsidiaries of China Mobile
Communications Corporation for sales service chargesin any fiscal year shall not exceed 0.3%
of our consolidated operating revenue in such year;

payments payable by us (other than the eight regional mobile telecommunications companies
we acquired in 2002), to subsidiaries of China Mobile Communications Corporation for rental
and property management feesin any fiscal year shall not exceed 0.56% of our consolidated
operating revenue in such year;

payments payable by us (other than the eight regional mobile telecommunications companies
we acquired in 2002), to subsidiaries of China Mobile Communications Corporation for
construction and related services in any fiscal year shall not exceed 0.25% of our consolidated
operating revenue in such year;

payments payable by us (other than the eight regional mobile telecommunications companies
we acquired in 2002), to subsidiaries of China Mobile Communications Corporation for
equipment maintenance and related servicesin any fiscal year shall not exceed 0.05% of our
consolidated operating revenue in such year;

payments payable by Hebei Mobileto the relevant subsidiaries of ChinaMobile
Communications Corporation for purchase of transmission towers, transmission tower-rel ated
services and antenna maintenance servicesin any fiscal year shall not exceed 0.06% of our
consolidated operating revenue in such year;

handling charges received by us (other than the eight regional mobile telecommunications
companies we acquired in 2002), from subsidiaries of China Mobile Communications
Corporation in respect of prepaid services in 2003 shall not exceed 2% of our consolidated
operating revenue in 2003 and in any fiscal years thereafter shall not exceed 1% of our
consolidated operating revenuefor suchyear, and handling charges paid by usto subsidiaries of
China Mobile Communications Corporation in respect of prepaid servicesin 2003 shall not
exceed 2% of our consolidated operating revenuein 2003 and in any fiscal yearsthereafter shall
not exceed 1% of our consolidated operating revenue for such year;

payments payable by each of us (other than the eight regional mobile telecommunications
companies we acquired in 2002), and China M obile Communications Corporation to Aspirein
respect of platform development chargesin any fiscal year shall not exceed 3% of our
consolidated net tangibl e assets as of the end of such year;

handling charges received by the eight regional mobile telecommunications companies we
acquired in 2002 from the subsidiaries of China Mobile Communications Corporation in
respect of prepaid servicesin any fiscal year shall not exceed 1% of our consolidated operating
revenue in such year, and handling charges paid by the eight regional mobile

telecommuni cations companies we acquired in 2002 to subsidiaries of China Mobile
Communications Corporation in respect of prepaid servicesin any fiscal year shall not exceed
1% of our consolidated operating revenuein such year;

paymentsin respect of telecommunications projects planning, design and construction services
and telecommunications lines and pipelines construction services payable by the eight regional
mobil e telecommuni cations companieswe acquired in 2002 to the subsidiaries of ChinaMobile
Communications Corporation in any fiscal year shall not exceed 0.25% of our consolidated
operating revenue in such year;



telecommuni cations lines maintenance services payments payable by the eight regional mobile
telecommuni cations companies we acquired in 2002 to the subsidiaries of China Mobile
Communications Corporation in any fiscal year shall not exceed 0.04% of our consolidated
operating revenue in such year;

property leasing and property management services payments payabl e by the eight regional
mobile telecommunications companieswe acquired in 2002 to the subsidiaries of ChinaMobile
Communications Corporation in any fiscal year shall not exceed 0.25% of our consolidated
operating revenuein such year; and

payments to Hubei Communication Services Company, a subsidiary of ChinaMobile
Communications Corporation, by usin respect of the purchase of transmission towers and
related servicesin any fiscal year shall not exceed 0.5% of our consolidated operating revenue
in such year.

Our independent shareholders approved the connected transactions and the related upper limits at our
extraordinary general meeting held on June 12, 2001, June 24, 2002 and May 15, 2003, respectively.

Undertaking from China Mobile Communications Corporation

China Mobile Communications Corporation has undertaken that:
it will extend itsfull support to our present operations and future devel opment;
we will be the only mobile tel ecommunications services company operating in Mainland China under
China Mobile Communications Corporation’s control that will be listed on any securities exchangein
Hong Kong or outside Ching;
to the extent within China M obile Communications Corporation’s control, we will be treated equally
with any other mobile tel ecommunications operators in respect of all approvals, transactions and
arrangements between us and China M obile Communications Corporation and other mobile
telecommunications entities controlled by China Mobile Communications Corporation;
ChinaM obile Communications Corporation and the provincial entitiesunder its control will not, directly
or indirectly, participate in the operation of any mobile telecommunications servicesin any provincein
which we currently operate or may operate in the future; and
in the provinces in which we operate, we will have the option to operate additional telecommunications
services that fall within China Mobile Communications Corporation’s scope of business (including the
testing and commercial operation of services using new technologies), and we will have the right to
acquire China Mobile Communications Corporation’sinterest in such services.

Item 8. Financial Information.

Consolidated Financial Statements
Our audited consolidated financial statements are set forth beginning on page F-1.

L egal Proceedings
We are not involved in any material litigation, arbitration or administrative proceedings, and, so far as

we are aware, we do not have any pending or threatened litigation, arbitration or administrative proceeding that is
expected to have amaterial effect on our financial conditions and results of operation.



Policy on Dividend Distributions

We hold in the highest regard the interests of our shareholders and the returns achieved for our
shareholders, especially minority shareholders. Taking into account such factors as our business growth, financial
position and cash flow, our board of directorsis of the view that we have sufficient cash flow and financial strength to
support our long-term devel opment targets and to make a cash payout to shareholders. Having also considered the
need to maintain sufficient financial resources and the capability to complete future acquisitions and investmentsin
quality assets, as well as apossible share buyback under appropriate circumstances, with aview to generating the best
possible return for shareholders, our board of directors recommended the first ever payment of afinal dividend of
HK$0.32 per share for the financial year ended December 31, 2002, representing a dividend payout ratio of 20%. We
will endeavor to achieve a sustainable, steadily increasing dividend, with aview to generating the best possible return
for shareholders.

Item 9. The Offer and Listing.

In connection with our initial public offering, our American depositary shares, or ADSs, each
representing twenty ordinary shares, were listed and commenced trading on the New Y ork Stock Exchange on
October 22, 1997 under the symbol “ CHL” . Effective from July 5, 2000, our ADS-to-share ratio has been changed to
one-to-five. Our shareswere listed and commenced trading on the Hong Kong Stock Exchange on October 23, 1997.
Prior to these listings, there was no public market for our equity securities. The New Y ork Stock Exchange and the
Hong Kong Stock Exchange are the principal trading markets for our ADSs and ordinary shares, which are not listed
on any other exchangesin or outside the United States.

As of December 31, 2002 and May 31, 2003, there were 19,671,653,899 and 19,671,653,899,
respectively, ordinary sharesissued and outstanding. As of December 31, 2002 and May 31, 2003, there were,
respectively, 110 and 111 registered holders of American depositary receipts evidencing 37,049,168 and 41,474,619
ADSs. Since certain of the ADSs are held by nominees, the above number may not be representative of the actual
number of U.S. beneficial holders of ADSs or the number of ADSs beneficially held by U.S. persons. The depositary
for the ADSs is The Bank of New Y ork.

The high and low closing sale prices of the shares on the Hong Kong Stock Exchange and of the ADSs
on the NY SE for the periods indicated are asfollows. Theinformation for periods prior to July 2000 has been restated
to reflect the change in our ADS-to-share ratio from one-to-twenty to one-to-five, which became effective on July 5,
2000.

Price per Share (HK$) Price per ADS (US$)
High Low High Low
TO98..... s 16.25 8.90 10.66 5.73
1990 48.60 12.60 32.16 8.09
00 79.00 40.30 50.73 25.94
2001
First QUarter......cccoeneveneneeneeneeneens 50.50 33.30 33.00 21.45
Second QUArtEr........ccceeueeereererernnnnns 42.70 29.70 27.45 19.50
Third Quarter........ccocevveveevverererenene 42.30 19.40 26.99 13.19
Fourth Quarter.........ccoceeeeeeveeeeeveenene. 29.95 21.30 19.03 13.76
2002
First QuUarter......coevnvreeereresesesenennns 28.40 21.50 17.87 13.60
Second QUArter.........ccoceeereerererennnns 27.30 22.35 17.61 14.25
Third Quarter 23.55 17.80 15.25 11.30
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Price per Share (HK$) Price per ADS (US$)

High Low High Low
Fourth Quarter ..........ccoceveeveeenenenes 21.75 18.20 13.81 11.65
2002
21.15 18.95 13.65 12.15
21.75 18.50 13.81 11.80
20.10 18.40 12.88 1156
18.30 16.80 11.90 10.94
17.35 15.45 11.28 9.85
16.35 14.85 10.34 9.30
17.95 15.85 11.71 9.90

Item 10. Additional Information.
Memorandum and Articles of Association

Under Section 3 of our Memorandum of Association, we have the capacity and the rights, powers and
privileges of anatural person and, in addition and without limit, we may do anything which it is permitted or required
to do by any enactment or rule of law.

Directors

Material Interests. A director who isin any way directly or indirectly interested in a contract or
proposed contract with us shall declare the nature of hisinterest in accordance with the provisions of the Companies
Ordinance (Chapter 32) of Hong Kong and the Articles of Association. A director shall not vote, or be counted in the
guorum, on any resolution of the board in respect of any contract or arrangement or proposal in which heis, to his
knowledge, materially interested, and if he shall do so his vote shall not be counted or counted in the quorum for that
resolution. The above prohibition shall not apply to any contract, arrangement or proposal :

for the giving by us of any security or indemnity to the director in respect of money lent or obligations
incurred or undertaken by him at the request of, or for, our or any of our subsidiaries’ benefit;

for the giving by us of any security to athird party in respect of our or any of our subsidiaries’ debt or
obligation for whichthedirector has himself assumed responsibility or guaranteed or securedinwhole or
in part whether alone or jointly;

concerning an offer of the shares or debentures or other securities of or by us or any other company
which we may promote or be interested in for subscription or purchase where the director is, or is to be,
interested as a participant in the underwriting or sub-underwriting of the offer;

in which the director isinterested in the same manner as other holders of our shares or debentures or
other securities by virtue only of hisinterest in our shares or debentures or other securities;

concerning any other company in which the director isinterested, directly or indirectly, as an officer or a
shareholder or in which the director is beneficially interested in shares of that company other than a
company in which the director, together with any of his associates, is beneficially interested in five
percent or more of the issued share of any class of the equity share capital of such company (or of any
third company through which hisinterest is derived) or of the voting rights;



for the benefit of our or any of our subsidiaries’ employees, including the adoption, modification or
operation of a pension fund or retirement, death or disability benefit scheme which relates to both our, or
any of our subsidiaries’, directors and employees and does not give the director any privilege not
generally accorded to the class of personsto whom such scheme or fund relates; and

concerning the adoption, modification or operation of any employees’ share scheme involving theissue
or grant of options over shares or other securities by usto, or for the benefit of, our or any of our
subsidiaries’ employees under which the director may benefit.

Compensation and Pension. The directors are entitled to receive by way of remuneration for their
services such sum as we may determine from time to time in general meeting. The directors are also entitled to be
repaid their reasonabletraveling, hotel and other expensesincurred by themin or about the performance of their duties
asdirectors. The directors may award special remuneration out of our funds, by way of salary, commission or
otherwise as the directors may determine, to any director who performs services which, in the opinion of the directors,
are outside the scope of the ordinary duties of adirector.

The board may establish and maintain any contributory or non-contributory pension or superannuation
funds for the benefit of, or give donations, gratuities, pensions, allowances or emolumentsto any persons (1) who are
or were at any time in employment or service of our company (or any of our subsidiaries) or are allied or associated
with us or any of our subsidiaries, or (2) who are or were at any time our (or any of our subsidiaries’) directors or
officers, and who are holding or have held any salaried employment or office in our company or any of our
subsidiaries, and the wives, widows, families and dependants of any of these persons. Any director holding any such
employment or officeis entitled to participate in, and retain for his own benefit, any such donation, gratuity, pension,
allowance or emolument.

Borrowing Powers. The directors may exercise all the powers of our company to borrow money and to
mortgage or chargeall or any part of our undertaking, property and assets (present and future) and uncalled capital and
toissue debentures, debenture stocks, bondsand other securities, whether outright or ascollateral security for thedebt,
liability or obligation of our company or any third party.

Qualification; Retirement. A director need not hold any of our sharesto qualify asadirector. Thereis
no age limit requirement for adirector’s retirement or non-retirement.

At each annual general meeting, one-third of the directors for the time being, or, if their number is not
three or amultiple of three, then the number nearest one-third, shall retire from office by rotation except for any
director holding office as chairman or chief executive officer. The directorsto retirein every year shall be those who
have been longest in office since their |ast election, but as between persons who became directors on the same day
shall be determined by lot unless they otherwise agree between themselves. Theretiring directors shall be eligible for
re-election.

Rights Attaching to Ordinary Shares

The section entitled “ Description of Share Capital” in our Registration Statement on Form F-3 (File
No. 333-47256), as filed with the Securities and Exchange Commission on October 30, 2000, is incorporated by
reference into this annual report.

Pursuant to ordinary resolutions passed at our extraordinary general meeting held on November 10,
2000, our authorized share capital was increased, by the creation of an additional 14,000,000,000 ordinary shares of
HK$ 0.10 each, which rank pari passu with the existing ordinary shares, to atotal of HK$ 3,000,000,000 divided into
30,000,000,000 ordinary shares.
Annual General Meetings and Extraordinary General Meetings
We must hold, in each year, a general meeting as our annual general meeting in addition to any other
meetingsin that year. The annual general meeting must be held at such time (which shall be within a period of not
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more than 15 months, or such longer period as the Registrar of Companies may authorize in writing, after the holding
of the last preceding annual general meeting) and place as may be determined by the directors. All other general
meetings are extraordinary meetings. The directors may proceed to convene an extraordinary general meeting
whenever they think fit, in accordance with the Companies Ordinance.

In general, an annual general meeting and a meeting called for the passing of a special resolution shall be
called by not less than 21 days’ notice in writing, and any other general meeting shall be called by not less than 14
days' notice in writing. The notice must specify the place, date and time of the meeting and, in the case of special
business, the general nature of that business.

Miscellaneous

We keep our share register with our share registrar, which is Hong Kong Registrars Limited, Rooms
1901-5, 19th Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong. In addition, we also file certain
documents with the Registrar of Companies, Hong Kong, China, in accordance with the requirements of the
Companies Ordinance. Our company number is 6229009.

Material Contracts

See” Item 7. Mgjor Shareholders and Related Party Transactions— Related Party Transactions” for
certain arrangements we have entered into with China Mobile Communications Corporation.

I nterconnection Arrangements

Each of our operating subsidiaries has entered into an interconnection agreement with fixed line
operatorsin its network area. A large portion of calls on our networks involve interconnection with the fixed line
networks. The economic terms of the interconnection arrangements are described under “ Item 4. Information on the
Company — Business Overview — Interconnection” .

Aspire Business Alliance with Vodafone

In addition, on January 9, 2002, Vodafone Americas Asialnc., asubsidiary of Vodafone, and Aspire
entered into a business alliance agreement under which Aspire will engage V odafone Global Platform and Internet
Services, aunit of Vodafone Americas Asialnc., as apreferred provider of wireless data applications softwarein
relation to the Aspire Mobile Information Service Center Platform, provided that software supplied to Aspire has at
least equivalent technical specifications on the same or better commercial terms. Aspire and Vodafone Global
Platform and Internet Services also agreed to use their reasonable efforts to coordinate the devel opment of their
respectivewirelessdataplatformswith theintention of providing aseamlessdelivery of wirelessdataservicesfor their
respective customers and enabling content and application providers to use a single application programming
interface.

Exchange Controls

The Renminbi currently is not afreely convertible currency. The State Administration of Foreign
Exchange, under the authority of the People’s Bank of China, controls the conversion of Renminbi into foreign
currency. Prior to January 1, 1994, Renminbi could be converted to foreign currency through the Bank of China or
other authorized institutions at official rates fixed daily by the State Administration of Foreign Exchange. Renminbi
could also be converted at swap centers open to Chinese enterprises and foreign invested enterprises, subject to State
Administration of Foreign Exchange approval of each foreign currency trade, at exchange rates negotiated by the
parties for each transaction. Inthe year ended December 31, 1993, as much as 80% by value of all foreign exchange
transactionsin Chinatook place through the swap centers. The exchange rate quoted by the Bank of China differed
substantially from that available in the swap centers. Effective January 1, 1994, a unitary exchange rate system was
introduced in China, replacing the dual-rate system previously in effect. I1n connection with the creation of a unitary
exchange system, the China Foreign Exchange Trading System inter-bank foreign exchange market was established.
Under the unitary foreign exchange system, People’s Bank of China sets daily exchange rates for conversion of



Renminbi into U.S. dollars and other currencies based on the China Foreign Exchange Trading System interbank
market rates, and the Bank of China and other authorized banks may engage in foreign exchange transactions at rates
that vary within a prescribed range above or below rates set by the People’s Bank of China.

In the event of shortages of foreign currencies, we may be unable to convert sufficient Renminbi into
foreign currency to meet its foreign currency obligations or to pay dividendsin foreign currency.

The value of the Renminbi is subject to changes in Chinese government policies and to international
economic and political developments. During the few years prior to 1994, the Renminbi experienced a devaluation
against most major currencies, and a deval uation of approximately 50% of the Renminbi against the U.S. dollar
occurred on January 3, 1994 in connection with the adoption of the new unitary exchangerate system. Since 1994, the
official exchangerate for the conversion of Renminbi to U.S. dollars has been stable, and the Renminbi has
appreciated slightly against U.S. dollars. Any future devaluation of the Renminbi would increase our effective cost of
foreign manufactured equipment or components, and of satisfying any other foreign currency denominated liabilities.
In addition, any such devaluation would reduce the U.S. dollar value of any dividends declared in Renminbi. During
2001 and 2002, the Renminbi has remained stable against the U.S. dollar.

There are no limitations on the right of non-resident or foreign ownersto remit dividends or to hold or
votetheordinary sharesor the ADSsimposed by Hong K ong law or by our memorandum and articles of association or
other constituent documents.

Taxation — Hong Kong

The taxation of income and capital gains of holders of ordinary shares or ADSsis subject to the laws and
practices of Hong Kong and of jurisdictionsin which holders of ordinary shares or ADSs are resident or otherwise
subject to tax. The following summary of certain relevant taxation provisions under Hong Kong law is based on
current law and practice, is subject to changes therein and does not constitute legal or tax advice. The discussion does
not deal with all possible tax consequences relating to an investment in the ordinary sharesor ADSs. Accordingly,
each prospective investor (particularly those subject to special tax rules, such as banks, dealers, insurance companies,
tax-exempt entities and holders of 10% or more of our voting capital stock) should consult its own tax advisor
regarding the tax consequences of an investment in the ordinary sharesand ADSs. The discussion is based upon laws
and relevant interpretations thereof in effect as of the date of this annual report, all of which are subject to change.
Thereisno reciprocal tax treaty in effect between Hong Kong and the United States.

Tax on Dividends

Under the current practices of the Hong Kong Inland Revenue Department, no tax is payablein Hong
Konginrespect of dividendspaid by usunlesssuch dividendsare attributableto atrade, profession or businesscarried
oninHong Kong.

Profits Tax

No tax isimposed in Hong Kong in respect of capital gainsfrom the sale of property (such asthe
ordinary sharesand ADSs). Trading gains from the sale of property by persons carrying on atrade, profession or
businessin Hong Kong where such gains are derived from or arisein Hong Kong from such trade, profession or
business will be chargeable to Hong Kong profits tax, which is currently imposed at the rate of 16% on corporations
and at amaximum rate of 15% on individuals. Gains from sales of the ordinary shares effected on the Hong Kong
Stock Exchange may be considered to be derived from or arisein Hong Kong. Liability for Hong Kong profits tax
may thus arise in respect of trading gains from sales of ordinary shares or ADSsrealized by persons carrying on a
business or trading or dealing in securities in Hong Kong.

Stamp Duty
Hong Kong stamp duty, currently charged at the rate of HK$ 1 per HK$ 1,000 or part thereof on the

higher of the consideration for or the value of the ordinary shares, will be payable by the purchaser on every purchase
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and by the seller on every sale of ordinary shares (i.e., atotal of HK$ 2 per HK$ 1,000 or part thereof is currently
payable on atypical sale and purchase transaction involving ordinary shares). In addition, afixed duty of HK$5 is
currently payable on any instrument of transfer of ordinary shares. The withdrawal of ordinary shares upon the
surrender of ADSs, and the issuance of ADSs upon the deposit of ordinary shares, will also attract stamp duty at the
rate described above for sale and purchase transactions unless the withdrawal or deposit does not result in achangein
the beneficial ownership of the ordinary shares under Hong Kong law, in which case only afixed duty of HK$ 5 is
payableonthetransfer. Theissuance of the ADSsupon the deposit of ordinary sharesissued directly to thedepositary
or for the account of the depositary does not attract stamp duty. No Hong Kong stamp duty is payable upon the
transfer of ADSs outside Hong Kong.

Estate Duty

The ordinary shares are Hong Kong property under Hong Kong law, and accordingly such ordinary
shares may be subject to estate duty on the death of the beneficial owner of the ordinary shares (regardless of the place
of the owner’sresidence, citizenship or domicile). Hong Kong estate duty is currently imposed on a progressive scale
from 5% to 15%. The rate of and the threshold for estate duty has, in the past, been adjusted on afairly regular basis.
No estate duty is payable when the aggregate val ue of the dutiable estate does not exceed HK$ 7.5 million, and the
maximum rate of duty of 15% applies when the aggregate value of the dutiable estate exceeds HK$ 10.5 million.
Taxation — United States Federal Income Taxation

This section describes the material United States Federal income tax consequences of the ownership and
disposition of our sharesor ADSs. This section appliesto you only if you hold your shares or ADSs as capital assets
for United States Federal incometax purposes. Thissection doesnot discussspecial rulesthat may apply toy ouif you
are amember of aspecial class of holders subject to special rules, including:

adealer in securities;

atrader in securities that electsto use a mark-to-market method of accounting for your securities
holdings;

a tax-exempt organization;

alife insurance company;

aperson liable for aternative minimum tax;

aperson that actually or constructively owns 10% or more of our voting stock;

aperson that holds shares or ADSs as part of a straddle or a hedging or conversion transaction; or
aperson whose functional currency isnot the U.S. dollar.

This section is based on the Internal Revenue Code of 1986, as amended, its | egislative history, existing
and proposed regulations, published rulings and court decisions, all as currently in effect. These laws are subject to
change, possibly on aretroactive basis. In addition, this section is based in part upon the representations of the
Depositary and the assumption that each obligation in the Deposit Agreement and any related agreement will be
performed in accordance with itsterms.

You areaU.S. holder if you are abeneficial owner of sharesor ADSs and you are;

acitizen or resident of the United States;

adomestic corporation;
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an estate whose income is subject to United States Federal income tax regardless of its source; or

atrustif aUnited Statescourt can exercise primary supervision over thetrust’s administration and one or
more United States persons are authorized to control all substantial decisions of the trust.

You should consult your own tax advisor regarding the United States Federal, state and local and other
tax conseguences of owning and disposing of sharesor ADSsin your particular circumstances.

In general, and taking into account the earlier assumptions, for United States Federal incometax
purposes, if you hold ADRs evidencing ADSs, you will be treated as the owner of the shares represented by those
ADRs. Exchangesof sharesfor ADRs, and ADRsfor shares, generally will not be subject to the United States Federal
income tax.

Taxation of Dividends

Under the United States Federal income tax laws, and subject to the passive foreign investment
company, or PFIC, rulesdiscussed below, if youareaU.S. holder, the grossamount of any dividend we pay out of our
current or accumul ated earnings and profits (as determined for United States Federal income tax purposes) is subject
to United States Federal taxation. |f you are anoncorporate U.S. holder, dividends paid to you after
December 31, 2002 and before January 1, 2009 that constitute qualified dividend income will be taxableto you at a
maximum tax rate of 15% provided that you hold the shares or ADSs for more than 60 days during the 120-day period
beginning 60 days before the exdividend date and meet other holding period requirements, dividends we pay with
respect to the shares or ADSswill be qualified dividend income provided that, in the year that you receive the
dividend, the shares or ADSs are readily tradable on an established securities market in the United States.

Thedividend is taxableto you when you, in the case of shares, or the Depositary, in the case of ADSs,
receivethedividend, actually or constructively. Thedividendwill not beeligiblefor the dividends-received deduction
generally allowed to United States corporations in respect of dividends received from other United States
corporations. The amount of the dividend distribution that you must include in your income will be the U.S. dollar
value of the Hong Kong dollar payments made, determined at the spot Hong Kong dollar/U.S. dollar rate on the date
the dividend distribution isincludible in your income, regardless of whether the payment isin fact converted into U.S.
dollars. Generaly, any gain or loss resulting from currency exchange fluctuations during the period from the date you
include the dividend payment in income to the date you convert the payment into U.S. dollars will be treated as
ordinary income or loss and will not be eligible for the special tax rate applicable to qualified dividend income. This
gain or loss generally will be from sources within the United States for foreign tax credit limitation purposes.
Distributionsin excess of current and accumulated earnings and profits (as determined for United States Federal
income tax purposes) will be treated as a non-taxable return of capital to the extent of your basisin the sharesor ADSs
and thereafter as capital gain. Dividendswill be income from sources outside the United States, but generally will be
“passiveincome” or “ financial servicesincome” , which istreated separately from other types of income for purposes
of computing the foreign tax credit allowable to you.

Taxation of Capital Gains

Subject to the PFIC rules discussed below, if you are aU.S. holder and you sell or otherwise dispose of
your sharesor ADSs, you will recognize capital gain or lossfor United States Federal incometax purposesequal tothe
difference between the U.S. dollar value of the amount that you realize and your tax basis, determined in U.S. dollars,
inyour sharesor ADSs. Capital gain of anoncorporate U.S. holder that is recognized on or after May 6, 2003 and
before January 1, 2009 is generally taxed at a maximum rate of 15% where the property is held more than one year.
The deductibility of capital lossesis subject to limitations. The gain or losswill generally be from sources within the
United States for foreign tax credit limitation purposes.

PFIC Rules

We believe that shares or ADSs should not be treated as stock of a PFIC for United States Federal
income tax purposes, but this conclusion is afactual determination that is made annually and thus may be subject to

-73-



change. Ingeneral, if youareaU.S. holder, we will be a PFIC with respect to you if for any taxable year in which you
held our sharesor ADSs:

at least 75% of our grossincome for the taxable year is passive income; or

at least 50% of the value, determined on the basis of aquarterly average, of our assetsis attributable to
assets that produce or are held for the production of passive income.

Passive income generally includes dividends, interest, royalties, rents (other than certain rents and
royalties derived in the active conduct of atrade or business), annuities and gains from assets that produce passive
income. If aforeign corporation owns at |east 25% by value of the stock of another corporation, the foreign
corporation istreated for purposes of the PFIC tests as owning its proportionate share of the assets of the other
corporation, and as receiving directly its proportionate share of the other corporation’sincome.

If we aretreated as a PFIC, and you are aU.S. holder that did not make a mark-to-market election, as
described below, you will be subject to special rules with respect to:

any gain you realize on the sale or other disposition of your shares or ADSs; and

any excess distribution that we make to you (generally, any distributions to you during asingle taxable
year that are greater than 125% of the average annual distributions received by you in respect of the
shares or ADSs during the three preceding taxable years or, if shorter, your holding period for the shares
or ADSs).

Under theserules:
the gain or excess distribution will be allocated ratably over your holding period for the shares or ADSs;

the amount allocated to the taxable year in which you realized the gain or excess distribution will be
taxed as ordinary income;

the amount allocated to each prior year, with certain exceptions, will be taxed at the highest tax ratein
effect for that year; and

the interest charge generally applicable to underpayments of tax will be imposed in respect of the tax
attributabl e to each such year.

If you own shares or ADSs in a PFIC that are treated as marketable stock, you may make a
mark-to-market election. If you makethiselection,you will not be subject to the PFIC rulesdescribed above. Instead,
in general, you will include as ordinary income each year the excess, if any, of the fair market value of your shares or
ADSs at the end of the taxable year over your adjusted basisin your shares or ADSs. These amounts of ordinary
income will not be eligible for the favorable tax rates applicable to qualified dividend income on long-term capital
gains. You will also be allowed to take an ordinary lossin respect of the excess, if any, of the adjusted basis of your
shares or ADSs over their fair market value at the end of the taxable year (but only to the extent of the net amount of
previously included income as aresult of the mark-to-market election). Y our basisin the sharesor ADSswill be
adjusted to reflect any such income or loss amounts.

In addition, notwithstanding any election you make with regard to the shares or ADSs, dividends that
you receive from us will not constitute qualified dividend income to you if we are a PFIC either in the taxable year of
thedistribution or the preceding are not eligiblefor taxation at the 15% maximum rate applicableto qualified dividend
income, Instead, you must include the gross amount of any such dividend paid by us out of our accumulated earnings
and profits (as determined for Untied States federal income tax purposes) in your gross income, and it will be subject
to tax at rates applicable to ordinary income.

If you own shares or ADSs during any year that we are a PFIC, you must file Internal Revenue Service
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Form 8621.
Documents on Display

Y ou may read and copy documents referred to in this annual report on Form 20-F that have been filed
with the U.S. Securities and Exchange Commission at the SEC’s public reference room located at 450 Fifth Street,
NW, Washington, D.C. 20549. Pleasecall the SEC at 1-800-SEC-0330 for further information on the public reference
rooms and their copy charges. The SEC also maintains aweb site at http://www.sec.gov that contains reports, proxy
statements and other information regarding registrants that file electronically with the SEC.

The SEC allowsusto* incorporate by reference” the information we file with the SEC. This means that
we can discloseimportant informationto you by referring you to another docunent filed separately with the SEC. The
information incorporated by referenceis considered to be part of this annual report on Form 20-F.

Item 11. Quantitative and Qualitative Disclosuresabout Market Risk.

We are subject to market rate risks due to fluctuationsin interest rates. The majority of our debtisinthe
form of long-term, fixed- and variable-rate bank and other loans with original maturities ranging from one to fifteen
years. Accordingly, fluctuationsin interest rates can lead to significant fluctuations in the fair value of these debt
instruments. From time to time, we may enter into interest rate swap agreements designed to mitigate our exposure to
interest rate risks, although we did not consider it necessary to do so in 2002.

We are also exposed to foreign currency risk as aresult of our telecommunications egquipment being
sourced substantially from overseas suppliers. Specifically, our foreign currency exposure relates primarily to our
foreign currency-denominated short-term and long-term debt, our firm purchase commitmentsand, to alimited extent,
cash and cash equivalents denominated in foreign currencies. We may, from time to time, enter into currency swap
agreements and foreign exchange forward contracts designed to mitigate our exposure to foreign currency risks,
although we did not consider thisto be necessary in 2002. Our foreign currency hedging activity generally isexpected
to be limited to hedging of specific future commitments and long-term debt denominated in foreign currencies.



The following table provides information regarding our interest rate-sensitive financial instruments,
which consist of fixed and variablerate short-term and long-term debt obligations, as of December 31, 2002 and 2001.

Asof December 31,

Asof December 31,

Expected Maturity Date 2002 2001
Total Total
Recorded Fair Recorded Fair
2003 2004 2005 2006 2007 Thereafter ~ Amount value Amount Value
(RMB equivalent in millions, except interest rates)
Debt:
Obligations under capital
(122 S S J R 63 - - - - - 68 68 1,720 1,733
Average interest rate.............. 4.96% - - - - - 4.96% - 5.22% -
Fixed rate bank and other
|07 g 4,562 145 62 - - - 4,769 4,762 5472 5553
Average interest rate.............. 480% 6.56% 5.29% - - - 4.86% - 6.01% -
Variable rate bank and other
10@NS...cciicieeeeceeeeeeeee 3570 11,479 880 40 40 30 16,039 16,039 4,986 4,986
Average interest rate.............. 505% 3.84% 536% 576% 576% 5.76% 5.05% - 567% -
Fixed rate notes.......covevvevverveinnns - 4961 - - - - 4,961 5418 4956 5,375
Average interest rate.............. - 7.88% - - - - 7.88% - 7.88% -
Convertible notes...........cccueeueeeee. - - 5711 - - - 5711 5576 5,708 5,400
Average interest rate - - 2.25% - - - 2.25% - 2.25% -
Bonds.......cooeeveeiieiiecieenne - - - - 3,000 10,000 13,000 13,309 5,000 5,045
Average interest rate - - - - 350% 4.18%  4.03% - 4.00% -
Deferred payable.........ccccooeenee. - - - - - 15,176 15,176 15,176 - -
Average interest rate.............. - - - - - 3.80% 3.80% - - -

*  Theinterest rates for variable rate bank and other loans are calculated based on the year-end indices.

Thefollowing table providesinformation regarding our foreign currency-sensitive financial instruments
and transactions, which consist of depositswith banks, cash and cash equivalents, short and long-term debt obligations
and capital commitments as of December 31, 2002 and 2001.

Asof December 31,

Asof December 31,

Expected Maturity Date 2002 2001
Total Total
Recorded Fair Recorded Fair
2003 2004 2005 2006 2007 Thereafter Amount value Amount  Value
(RMB eguivalent in millions, except interest rates)
On-balance sheet financial
instruments:
Deposits wit h banks:
inU.S. dollars......cccceevvevnnnnne 539 - - - - - 539 539 2,604 2,604
in Hong Kong dallars............... 132 - - - - - 132 132 130 130
Cash and cash equivalents:
inU.S. dollars............... 2,574 - - - - - 2,574 2,574 2,505 2,505
in Hong Kong dollars. 767 - - - - - 767 767 1,068 1,068
Debts:
Fixed rate bank and other
loans (U.S. dollar)......c.ccceennee 230 144 62 - - - 436 446 413 436
Averageinterest rate............ 6.88% 6.56% 5.29% - - - 6.55% - 7.50% -
Variable rate bank and other
loans (U.S. dollan®................. 69 - - - - - 69 69 79 79
Average interest rate.............. 3.68% - - - - -  3.68% - 7.58% -



Asof December 31,

Expected Maturity Date 2002

Asof December 31,
2001

Total

Total

Fixed rate notes (U.S. dallar)........ -
Average interest rate.............. -
Convertible notes (U.S. dollar) ..... -
Average interest rate.............. -
Deferred payable............ccoouee.... -
Average interest rate.............. -

Off-balance sheet commitments

Capita commitments
authorized and contracted for

Recor ded Fair Recor ded Fair
2003 2004 2005 2006 2007  Thereafter Amount value Amount Value
(RMB equivalent in millions, except interest rates)

4,961 - - - - 4,961 5418 4,956 5,375

7.88% - - - - 7.88% - 7.88% -

- 5711 - - - 5711 5576 5,708 5,400

- 2.25% - - - 225% - 2.25% -

- - - - 15176 15176 15,176 - -

- - - - 380%  3.80% - - -

- - - - - 48 48 469 469

inU.S. dollar.......ccceeeevivnieenene 48

(1) Theinterest rates for variable rate bank and other loans are cal culated based on the year-end indices.

(2) Pursuant to our agreement with China Maobile Communications Corporation and China Mobile Hong Kong (BV1) Limited for
our acquisition of the eight regional mobile telecommunications companiesin July 2002, we have the option to pay the
deferred payablein either U.S. dollars, Hong Kong dollars or Renminbi.

Item 12.
Not Applicable.
tem 13.
Not applicable.
Item 14.
None.
Item 15. Controlsand Procedures.

Description of Securities Other than Equity Securities.

PART 11

Defaults, Dividend Arrearages and Delinquencies.

Material Modificationsto the Right of Security Holdersand Use of Proceeds.

Our Chief Executive Officer and Chief Financial Officer, after evaluating the effectiveness of the
Company’s disclosure controls and procedures (as defined in Rule 13a-14(c) of the Securities Exchange Act of 1934,
as amended) within 90 days of the date of this Form 20-F, have concluded that, as of such date, the Company’s
disclosure controls and procedures were effective to ensure that material information relating to the Company was
made known to them by others within the Company particularly during the period in which this Form 20-F was being

prepared.

There were no significant changes in the Company’sinternal controls or in other factors that could
significantly affect these controls subsequent to the date our Chief Executive Officer and Chief Financial Officer
completed their evaluation, nor were there any significant deficiencies or material weaknesses in the Company’s
internal controlsrequiring corrective actions.

Item 16A. Audit Committee Financial Expert.

Not applicable.
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Item 16B. Code of Ethics.
Not applicable.

Item 16C. Principal Accountant Feesand Services
Not applicable.

Item 17. Financial Statements.

The Company has elected to provide the financial statements and related information specified in Item
18 in lieu of Item 17.

Item 18. Financial Statements.

Thefollowing financial statements are filed as part of this annual report.

China Mobile (Hong Kong) Limited:

Index to consolidated finanCial SLALEMENTS..........ccccrierrieeereeeiec bbb snaees F-1
INdEPENdENt BUAITOIS' FEPONT .......ccviecrieeeiere et F-2
Consolidated statements of income for each of the three years ended December 31,

2000, 2001 AN 2002.......coeueemeereueirenesresesseeseseesessssesssessssssessssesssse st ssssbsessssssessessssessesssssssssessssssessssesas F-3
Consolidated balance sheets for each of the three years ended December 31, 2000,

2001 @NA 2002 ......ceeeeeereereneeresiseseesessssesessessessssessssessssessssessssssessssesssssssssesssssssessessssessssssssssssessssssesassesaes F-5
Consolidated statements of cash flows for each of the three years ended

December 31, 2000, 2001 @Nd 2002..........ccoeuremrrrerereusereerereerereeresesessesessssesssssssssssesssssssssssssssessssessens F-7
Consolidated statements of shareholders' equity for each of the three years ended

December 31, 2000, 2001 @Nd 2002..........ccovuremrereeereerereereresnesssressesessesessessssssssesssssssssssssssssssesssssssens F-11
NOLES L0 thE BCCOUNLES.......euceereeicieieireeiresct ettt bbb bbbttt F-12

Item 19. Exhibits.
(a) See Item 18 for alist of the financial statements filed as part of this annual report.

(b) Exhibits to this annual report:

Exhibit
Number Description of Exhibit
1.1 Memorandum and Articles of Association (as amended).®
2.1 We agree to provide the Securities and Exchange Commission, upon request, copies of instruments
defining the rights of holders of our long-term debt.
2.2 Guarantee from ChinaM obile Communications Corporation for the RMB 5 billion guaranteed bonds
due 2011 issued by Guangdong Mobile.®
2.3 Letter of Guarantee from China Mobile Communications Corporation for the RMB 3 billion

guaranteed bonds due 2007 and RMB 5 billion guaranteed bonds due 2017, both issued by
Guangdong Mobile in 2002 (with English translation).

4.1 Trademark License Agreement, dated July 18, 2002, between China Mobile Communications
Corporation and China Mobile (Hong Kong) Limited (with English translation).



Exhibit
Number

4.2

4.3

4.4

4.5

4.6

4.7

4.8

4.9

4.10

411

412

4.13

Description of Exhibit

Tax Indemnity dated July 1, 2002 between China Mobile Hong Kong (BV1) Limited, China Mobile
(Hong Kong) Limited and China Mobile Communications Corporation.

Amendment Letter dated June 18, 2002 between China Mobile (Hong Kong) Limited, VVodafone
Group Plc and V odafone Holdings.

Supplemental Agreement relating to Frequency Spectrum/Numbering Resources Usage Agreement,
Sharing Agreement of Inter-provincial Long Distance Transmission Line Leasing Fee,
Inter-provincial Interconnection and Domestic and International Roaming Settlement Agreement,
Agreement on “ Shenzhouxing” Roaming Settlement and Sharing of Revenue From Sales of Top-Off
Cards From Network Operators Other Than Their Home Network Operators, and Supplemental
Agreement to Agreement on “ Shenzhouxing” Roaming Settlement and Sharing of Revenue from
Sales And Vaue-Adding of Top-Off Cards from Network Operators Other Than Their Home
Network Operatorsdated April 29, 2002 between China M obile Communications Corporation, China
Mobile (Hong Kong) Limited and the eight regional mobile communications companies (Anhui
Mobile Communication Company Limited, Jiangxi Mobile Communication Company Limited,
Chongging Mobile Communication Company Limited, Sichuan Mobile Communication Company
Limited, Hubei Mobile Communication Company Limited, Hunan Mobile Communication
Company Limited, Shaanxi Mobile Communication Company Limited, and Shanxi Mobile
Communication Company Limited) (with English translation).

Asset Injection Agreement dated May 15, 2002 among China Mobile Communications Corporation,
Anhui Mobile Communication Company Limited and Anhui Communication Service Company
(with English translation).

Asset Injection Agreement dated May 15, 2002 among China Mobile Communications Corporation,
Jiangxi Mobile Communication Company Limited and Jiangxi Communication Service Company
(with English translation).

Asset Injection Agreement dated May 15, 2002 among China Mobile Communications Corporation,
Chongqging Mobile Communication Company Limited and Chongging Communication Service
Company (with English translation).

Asset Injection Agreement dated May 15, 2002 among China Mobile Communications Corporation,
Sichuan Mobile Communication Company Limited and Sichuan Communication Service Company
(with English translation).

Asset Injection Agreement dated May 15, 2002 among China M obile Communications Corporation,
Hubei Mobile Communication Company Limited and Hubei Communication Service Company
(with English translation).

Asset Injection Agreement dated May 15, 2002 among China Mobile Communications Corporation,
Hunan Mobile Communication Company Limited and Hunan Communication Service Company
(with English translation).

Asset Injection Agreement dated May 15, 2002 among China M obile Communications Corporation,
Shaanxi Mobile Communication Company Limited and Shaanxi Communication Service Company
(with English translation).

Asset Injection Agreement dated May 15, 2002 among China Mobile Communications Corporation,
Shanxi Mobile Communication Company Limited and Shanxi Communication Service Company
(with English translation).

Agreement on the Confirmation of Rights and Obligations dated May 15, 2002 between Anhui
M obile Communication Company Limited and Anhui Communication Service Company (with
English translation).



Exhibit

Number

414

4.15

4.16

417

4.18

4.19

4.20

421

4.22

4.23

4.24

4.25

4.26

4.27

4.28

Description of Exhibit

Agreement on the Confirmation of Rights and Obligations dated May 15, 2002 between Jiangxi
Mobile Communication Company Limited and Jiangxi Communication Service Company (with
English trandlation).

Agreement on the Confirmation of Rights and Obligations dated May 15, 2002 between Chongging
Mobile Communication Company Limited and Chongging Communication Service Company (with
English translation).

Agreement on the Confirmation of Rights and Obligations dated May 15, 2002 between Sichuan
Mobile Communication Company Limited and Sichuan Communication Service Company (with
English trandlation).

Agreement on the Confirmation of Rights and Obligations dated May 15, 2002 between Hubei
M obile Communication Company Limited and Hubei Communication Service Company (with
English translation).

Agreement on the Confirmation of Rights and Obligations dated May 15, 2002 between Hunan
Mobile Communication Company Limited and Hunan Communication Service Company (with
English translation).

Agreement on the Confirmation of Rights and Obligations dated May 15, 2002 between Shaanxi
Mobile Communication Company Limited and Shaanxi Communication Service Company (with
English tranglation).

Agreement on the Confirmation of Rights and Obligations dated May 15, 2002 between Shanxi
Mobile Communication Company Limited and Shanxi Communication Service Company (with
English translation).

Telecommunications Services Agreement dated April 10, 2002 between Anhui Mobile
Communication Company Limited and Anhui Communication Service Company (with English
tranglation).

Telecommunications Services Agreement dated April 10, 2002 between Jiangxi Mobile
Communication Company Limited and Jiangxi Communication Service Company (with English
translation).

Telecommunications Services Agreement dated April 10, 2002 between Chongging Mobile
Communication Company Limited and Chongging Communication Service Company (with English
translation).

Telecommunications Services Agreement dated April 27, 2002 between Sichuan Mobile
Communication Company Limited and Sichuan Communication Service Company (with English
tranglation).

Telecommunications Services Agreement dated April 10, 2002 between Hubei Mobile
Communication Company Limited and Hubei Communication Service Company (with English
translation).

Telecommunications Services Agreement dated April 10, 2002 between Hunan Mobile
Communication Company Limited and Hunan Communication Service Company (with English
tranglation).

Telecommunications Services Agreement dated April 10, 2002 between Shaanxi Mobile
Communication Company Limited and Shaanxi Communication Service Company (with English
translation).

Telecommunications Services Agreement dated April 10, 2002 between Shanxi Mobile
Communication Company Limited and Shanxi Communication Service Company (with English
tranglation).



Exhibit
Number

4.29
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431

4.32

4.33

4.34

4.35

4.36

4.37

4.38

4.39

4.40

441

442

4.43

444

445

4.46

Description of Exhibit

Service Agreement for Supply Installation and Maintenance of Steel Towers dated May 8, 2002
between China M obile (Hong Kong) Limited and Hubei Communication Services Company (with
English trandlation).

Co-operation Framework Agreement in respect of Indirect Loan dated May 10, 2002 between China
Mobile Communications Corporation and China Mobile (Hong Kong) Limited (with English
translation).

Trademark License Agreement, dated April 24, 2002, between China Mobile Communications
Corporation and China Mobile (Hong Kong) Limited. )

Conditional Sale and Purchase Agreement, dated May 16, 2002, among China Mobile Hong Kong
(BVI) Limited, China Mobile (Hong Kong) Limited and China Mobile Communications
Corporation.”)

Subscription Agreement, dated May 16, 2002, among V odafone Group Plc, Vodafone Holdings
(Jersey) Limited and China Mobile (Hong Kong) Limited.

Prepaid services agreement dated May 11, 2001, between China Mobile (Hong Kong) Limited and
China Mobile Communications Corporation.®

Inter-Provincial Long-Distance Transmission Leased Line Fee Sharing Agreement, dated May 5,
2000, bet(\g\;een China Mobile Communications Corporation and China Telecom (Hong Kong)
Limited.

Inter-Provincial Network Interconnection, Domestic and International Roaming and Settlement
Agreement, dated May 5, 2000, between China Mobile Communications Corporation and China
Telecom (Hong Kong) Limited.

Tenancy Agreement, dated June 7, 2000, between Fu Hao Properties Limited and China Telecom
(Hong Kong) Limited®
Agreement Regarding the Roaming Settlement of “ Shenzhouxing” Prepaid Services* Shenzhouxing”

and Revenues Sharing for Sales of Stored Value for Stored Value Cards, dated October 4, 2000,
between China Mobile Communications Corporation and China Mobile (Hong Kong) Limited.?

Contract on Termination of the Trademark Licensing, dated September 15, 2000, between China
Telecommunications Corporation and China Mobile (Hong Kong) Li mited !

Building Leasing and Property Management Agreement, dated September 18, 2000, between Beijing
Mobile and Beijing Communications Service Company (“ Beijing Service” ).(1)

Building Leasing and Propertgl Management Agreement, dated September 18, 2000, between Beijing
Mobile and Beijing Service.!

Agreement on Mobile Communications Equi pment Maintenance and M odul ation, dated
September 18, 2000, between Beijing Mobile and Beijing Huarui Wireless Communications
Equipment Installation Company (“ Beijing Huarui” ).

Agreement on Communications Projects Design and Construction, dated September 18, 2000,
between Beijing Mobile and Beijing Huarui.

Capital Contribution Agreement, dated August 30, 2000, among China Mobile Communications
Corporation, Beijing Mobile and Beijing Service.?

Agreement Regarding the Transfer of Personnel, Finances and Assets Not Directly Related to Mobile
Communication Services, dated August 30, 2000, among China Mobile Communications
Corporation, Beijing Mobile and Beijing Service.!

Agreement on the Confirmation of the Transfer of Personnel, Finances and Assets and the Related
Rights and Obligations, dated August 30, 2000, between Beijing Mobile and Beijing Service.Y
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4.50

451

4.52

4.53

454

4.55

4.56

457

4.58

4.59

4.60

4.61

4.62

4.63

4.64

4.65

Description of Exhibit

Agreement on Mobile Communications Equipment Maintenance, dated September 20, 2000,
between Shanghai Mobile and Shanghai L ong-distance Telecommunications Engineering Company
(“ Shanghai Engineering” )V

Agreement on Contracting M obile Communications Projects, dated September 20, 2000, between
Shanghai Mobile and Shanghai Engineering.

Building Leasing and Property Management Agreement, dated September 20, 2000, between
Shanghai Mobile and Shanghai Communications Service Company (“ Shanghai Service”) @

Capital Contribution Agreement, dated August 30, 2000, among China M obile Communications
Corporation, Shanghai Mobile and Shanghai Service.Y

Agreement Regarding the Transfer of Personnel, Finances and Assets Not DirectlyRelated to Mobile
Communication Services, dated August 30, 2000, among China Mobile Communications
Corporation, Shanghai Mobile and Shanghai Service.(?

Agreement on the Confirmation of the Transfer of Personnel, Finances and Assets and the Related
Rights and Obligations, dated August 30, 2000, between Shanghai Mobile and Shanghai Service.?

Building Leasing Agreement, dated August 1, 2000, between Tianjin Mobile and Tianjin
Communications Service Company (“ Tianjin Service” ).(1)

Capital Contribution Agreement, dated August 30, 2000, among China Mobile Communications
Corporation, Tianjin Mobile and Tianjin Service

Agreement Regarding the Transfer of Personnel, Finances and Assets Not Directly Related to Mobile
Communication Services, dated August 30, 2000, among China Mobile Communications
Corporation, Tianjin Mobile and Tianjin Service™

Agreement on the Confirmation of the Transfer of Personnel, Finances and Assets and the Related
Rights and Obligations, dated August 30, 2000, between Tianjin Mobile and Tianjin Service.Y

Building Leasing and Property Management Agreement, dated August 1, 2000, between Hebei
Mobile and Hebei Communications Service Company (“ Hebei Service” ).

Agreement on the Sales and Maintenance of Masts and Maintenance of Antennas and Feeder Lines,
dated August 1, 2000, between Hebei Mobile and Hebei Provincial Posts and Telecommunications
Equipment and Machinery Plant.)

Capital Contribution Agreement, dated August 30, 2000, among China Mobile Communications
Corporation, Hebei Mobile and Hebei Service.Y

Agreement Regarding the Transfer of Personnel, Finances and Assets Not Directly Related to Mobile
Communication Services, dated August 30, 2000, among China Mobile Communications
Corporation, Hebei Mobile and Hebei Service.!

Agreement on the Confirmation of the Transfer of Personnel, Finances and Assets and the Related
Rights and Obligations, dated August 30, 2000, between Hebei Mobile and Hebei Service.!

Building Leasing and Property Management Agreement, dated August 10, 2000, between Liaoning
Mobile and Liaoning Communications Service Company (“ Liaoning Service”).!

Agreement on Communications Equipment Maintenance, dated September 8, 2000, between
Liaoning Mobile and Liaoning Provincial Posts and Telecommunications Engineering Bureau
(“ Liaoning Engineering” )

Agreement on Mobile Communications Projects Construction, dated September 8, 2000, between
Liaoning Mobile and Liaoning Engineering.(l)

Capital Contribution Agreement, dated August 30, 2000, among China Mobile Communications
Corporation, Liaoning Mobile and Liaoning Service.(?
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4.69

4.70

471

4.72

473

474

475

4.76

477

4.78

4.79

4.80

481

Description of Exhibit

Agreement Regarding the Transfer of Personnel, Finances and Assets Not Directly Related to Mobile
Communication Services, dated August 30, 2000, among China Mobile Communications
Corporation, Liaoning Mobile and Liaoning Service.Y

Agreement on the Confirmation of the Transfer of Personnel, Finances and Assets and the Related
Rights and Obligations, dated August 30, 2000, between Liaoning Mobile and Liaoning Service.

Building Leasing and Property Management Agreement, dated September 1, 2000, between
Shandong Mobile and Shandong Communications Service Company (* Shandong Service’ ).(1)

Agreement on Contracting Mobile Communications Projects, dated September 1, 2000, between
Shandong Mobile and Shandong M obile Communications Engineering Bureau.?

Capital Contribution Agreement, dated August 30, 2000, among China Mobile Communications
Corporation, Shandong Mobile and Shandong Service. @

Agreement Regarding the Transfer of Personnel, Finances and Assets Not Directly Related to Mobile
Communication Services, dated August 30, 2000, among China Mobile Communications
Corporation, Shandong Mobile and Shandong Service. ¢

Agreement on the Confirmation of the Transfer of Personnel, Finances and Assets and the Related
Rights and Obligations, dated August 30, 2000, between Shandong M obile and Shandong Service.®

Building Lease Agreement, dated August 26, 2000, between Guangxi Mobile and Guangxi
Communications Service Company (“ Guangxi Service’ )

Capital Contribution Agreement, dated August 30, 2000, among China Mobile Communications
Corporation, Guangxi Mobile and Guangxi Service.?

Agreement Regarding the Transfer of Personnel, Finances and Assets Not Directly Related to Mobile
Communication Services, dated August 30, 2000, among China M obile Communications
Corporation, Guangxi Mobile and Guangxi Service®

Agreement on the Confirmation of the Transfer of Personnel, Finances and Assets and the Related
Rights and Obligations, dated August 30, 2000, between Guangxi Mobile and Guangxi Service.!

Strategic Investor Placing Agreement among China Mobile (Hong Kong) Limited, Vodafone Group
Plc, China International Capital Corporation, Goldman Sachs (Asia) L.L.C. and Merrill Lynch Far
East Limited."

Syndicated loan agreement for RMB 7,500,000,000 among China Mobile (Shenzhen) Limited,
Construction Bank of China, Bank of China, State Development Bank, Agriculture Bank of China,
Industrial and Commercial Bank of China, Bank of Communications, Hong Kong and Shanghai
Banking Corporation Ltd., China Merchants Bank and Construction Bank of China, Shenzhen
Branch, dated October 7, 2000.Y

Syndicated loan agreement for RMB 5,000,000,000 among China Mobile (Shenzhen) Limited,
Construction Bank of China, Bank of China, State Development Bank, Agriculture Bank of China,
Industrial and Commercial Bank of China, Bank of Communications, Hong Kong & Shanghai
Banking Corporation Ltd., China Merchants Bank and Construction Bank of China, Shenzhen
Branch, dated October 7, 2000.Y

Conditional Sale and Purchase Agreement, dated October 4, 2000, among China Mobile
Communications Corporation, China Mobile Hong Kong (BVI) Limited and China Mobile (Hong
Kong) Limited®

Conditional Sale and Purchase Agreement, dated October 4, 1999, among China Telecom Hong
Kong (BV1) Limited, China Telecom (Hong Kong) Group Limited and China Telecom (Hong Kong)
Limited.?
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4.87

4.88

4.89

4.90

491

4.92

4.93

4.94

4.95

4.96

4.97
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Description of Exhibit

Agreement Regarding Provincial Network Interconnection, Roaming and Settlement of Account,
dated October 8, 1999, between China Telecom (Hong Kong) Limited and China Mobile (Hong
Kong) Limited.®

Agreement Regarding the Use of Frequency/Number Resources, dated October 8, 1999, between
China Telecom (Hong Kong) Limited and China Mobile (Hong Kong) Limited.®

Agreement Regarding Network Interconnection and Settlement of Account, dated October 8, 1999,
between Guangdong Mobile and Guangdong Posts and Telecommunications Administration

¢ PTA")®

Agreement Regarding Network Interconnection and Settlement of Account, dated October 5, 1999,
between Zhejiang Mobile and Zhejiang PTA 2

Agreement Regarding Network Interconnection and Settlement of Account, dated October 8, 1999,
between Jiangsu Mobile and Jiangsu PTA @

Agreement Regarding Network Interconnection and Settlement of Account, dated August 30, 1999,
between Fujian Mobile Communication Bureau and Fujian PTA @

Synchronous Clock Port Leasing Agreement, dated August 30, 1999, between Fujian Mobile
Communication Bureau and Fujian PTA®

Building and Facilities Leasing Agreement, dated August 30, 1999, between Fujian Mobile and
Fujian PTA®

Building and Facilities Leasing Agreement (leasing to PTA), dated August 30, 1999, between Fujian
Mobile Commu nication Bureau and Fujian PTA @

Building and Facility Leasing Agreement, dated September 25, 1999, between Fujian Mobile and
Fujian Xunjie Communications Technical Services Company (* Xunji€’ ).(2)

Agreement Regarding Network Interconnection and Settlement of Account, dated August 20, 1999,
between Henan Mobile and Henan PTA ®

Synchronous Clock Port Leasing Agreement, dated August 19, 1999, between Henan Mobile and
Henan PTA @

Building and Facilities Leasing Agreement, dated August 19, 1999, between Henan Mobile and
Henan PTA @

Agreement Regarding Network Interconnection and Settlement of Account, dated August 20, 1999,
between Hainan Mobile and Hainan PTA ()

Building and Facilities Leasing Agreement, dated August 20, 1999, between Hainan Mobile and
Hainan PTA ®

Real Estates Leasing Agreement, dated September 24, 1999, between Hainan Mobile and Hainan
Communication Service Company (“ Hainan Service’ ).(2)

List of major subsidiaries.

(1) Incorporated by reference to our Registration Statement on Form F-3 (File No. 333-47256), filed with the Securities and
Exchange Commission on October 30, 2000.

(2) Incorporated by reference to our Registration Statement on Form F-3 (File No. 333-10956), filed with the Securities and
Exchange Commission on October 30, 1999.

(3) Incorporated by reference to our Registration Statement on Form F-1 (File No. 333-7634), filed with the Securities and
Exchange Commission on September 29, 1997.

(4) Incorporated by reference to our Annual Report on Form 20-F for the fiscal year ended December 31, 1999 (File No.
1-14696), filed with the Securities and Exchange Commission on June 20, 2000.



(5) Incorporated by reference to our Annual Report on Form 20-F for the fiscal year ended December 31, 1998 (File No.
1-14696), filed with the U.S. Securities and Exchange Commission on June 25, 1999.

(6) Incorporated by reference to our Annual Report on Form 20-F for the fiscal year ended December 31, 2000 (File No.
1-14696), filed with the U.S. Securities and Exchange Commission on June 26, 2001.

(7) Incorporated by reference to our Annual Report on Form 20-F for the fiscal year ended December 31, 2001 (File No.
1-14696), filed with the U.S. Securities and Exchange Commission on June 13, 2002.



SIGNATURES

Theregistrant hereby certifiesthat it meetsall of the requirementsfor filing on Form 20-F and that it has
duly caused and authorized the undersigned to sign this annual report on its behalf.

CHINA MOBILE (HONG KONG) LIMITED

By: /s WANG Xiaochu

Name: Wang Xiaochu
Title: Chairman and Chief Executive Officer

Date: June 17, 2003



CERTIFICATIONS
I, WANG Xiaochu, certify that:
1. | havereviewed thisannual report on Form 20-F of China Mobile (Hong Kong) Limited,;

2. Based on my knowledge, this annual report does not contain any untrue statement of a material fact
or omit to state amaterial fact necessary to make the statements made, in light of the circumstances under which such
statements were made, not misleading with respect to the period covered by this annual report;

3. Based on my knowledge, the financial statements, and other financial information included in this
annual report, fairly present in all material respects the financial condition, results of operations and cash flows of the
registrant as of, and for, the periods presented in this annual report;

4. Theregistrant’s other certifying officers and | are responsible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a-14 and 15d-14) for the registrant and have:

a designed such disclosure controls and procedures to ensure that material information
relating to the registrant, including its consolidated subsidiaries, is made known to us by
others within those entities, particularly during the period in which this annual report is

being prepared;

b. evaluated the effectiveness of the registrant's disclosure controls and procedures as of a
date within 90 days prior to the filing date of thisannual report (the “ Evauation Date” );
and

C. presented in this annual report our conclusions about the effectiveness of the disclosure

controls and procedures based on our evaluation as of the Evaluation Date;

5. Theregistrant’s other certifying officers and | have disclosed, based on our most recent evaluation,
to the registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the
equivalent function):

a all significant deficienciesin the design or operation of internal controls which could
adversely affect the registrant's ability to record, process, summarize and report financial
data and have identified for the registrant’s auditors any material weaknessesin internal
controls; and

b. any fraud, whether or not material, that involves management or other employees who
have a significant role in the registrant’sinternal controls; and

6. Theregistrant’s other certifying officersand | have indicated in this annual report whether or not
there were significant changesin internal controlsor in other factors that could significantly affect internal controls
subsequent to the date of our most recent evaluation, including any corrective actions with regard to significant
deficiencies and material weaknesses.

/sl WANG Xiaochu

Name: WANG Xiaochu
Titlee Chairman and Chief Executive Officer

Date: June 17, 2003
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I, XUE Taohai, certify that:
1. | havereviewed thisannual report on Form 20-F of China Mobile (Hong Kong) Limited,;

2. Based on my knowledge, thisannual report does not contain any untrue statement of a material fact
or omit to state amaterial fact necessary to make the statements made, in light of the circumstances under which such
statements were made, not misleading with respect to the period covered by this annual report;

3. Based on my knowledge, the financial statements, and other financial information included in this
annual report, fairly present in all material respects the financial condition, results of operations and cash flows of the
registrant as of, and for, the periods presented in this annual report;

4. Theregistrant’s other certifying officers and | are responsible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a-14 and 15d-14) for the registrant and have:

a designed such disclosure controls and procedures to ensure that material information
relating to the registrant, including its consolidated subsidiaries, is made known to us by
others within those entities, particularly during the period in whichthis annual report is

being prepared;

b. evaluated the effectiveness of the registrant's disclosure controls and procedures as of a
date within 90 days prior to the filing date of this annual report (the “ Evauation Date’ );
and

C. presented in this annual report our conclusions about the effectiveness of the disclosure

controls and procedures based on our evaluation as of the Evaluation Date;

5. Theregistrant’s other certifying officersand | have disclosed, based on our most recent evaluation,
to the registrant’s auditors and the audit committee of registrant's board of directors (or persons performing the
equivalent function):

a all significant deficienciesin the design or operation of internal controls which could
adversely affect the registrant’s ability to record, process, summarize and report financial
data and have identified for the registrant’s auditors any material weaknessesin internal
controls; and

b. any fraud, whether or not material, that involves management or other employees who
have asignificant role in the registrant’sinternal controls; and

6. Theregistrant’s other certifying officers and | have indicated in this annual report whether or not
there were significant changes in internal controls or in other factors that could significantly affect internal controls
subsequent to the date of our most recent evaluation, including any corrective actions with regard to significant
deficiencies and material weaknesses.

[s/ XUE Taohai

Name: XUE Taohai
Titlee  Vice President and Chief Financial Officer

Date: June 17, 2003
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21

2.2

2.3

4.1

4.2

4.3

4.4

4.5

4.6

4.7

4.8

4.9

Exhibit Index

Description of Exhibit

Memorandum and Articles of Association (as amended).(s)

We agree to provide the Securities and Exchange Commission, upon request, copies of instruments
defining the rights of holders of our long-term debt.

Guarantee from China M obile Communications Corporation for the RMB 5 billion guaranteed bonds
due 2011 issued by Guangdong Mobile.©®

L etter of Guarantee from China Mobile Communications Corporation for the RMB 3 billion
guaranteed bonds due 2007 and RMB 5 billion guaranteed bonds due 2017, both issued by
Guangdong Mobile in 2002 (with English translation).

Trademark License Agreement, dated July 18, 2002, between China M obile Communications
Corporation and China Mobile (Hong Kong) Limited (with English translation).

Tax Indemnity dated July 1, 2002 between China Mobile Hong Kong (BVI) Limited, China Mobile
(Hong Kong) Limited and China Mobile Communications Corporation.

Amendment L etter dated June 18, 2002 between China Mobile (Hong Kong) Limited, Vodafone
Group Plc and Vodafone Holdings.

Supplemental Agreement relating to Frequency Spectrum/Numbering Resources Usage Agreement,
Sharing Agreement of Inter-provincial Long Distance Transmission Line Leasing Fee,
Inter-provincial Interconnection and Domestic and International Roaming Settlement Agreement,
Agreement on“ Shenzhouxing” Roaming Settlement and Sharing of Revenue From Sales of Top-Off
Cards From Network Operators Other Than Their Home Network Operators, and Supplemental
Agreement to Agreement on “ Shenzhouxing” Roaming Settlement and Sharing of Revenue from
Sales And Value-Adding of Top-Off Cards from Network Operators Other Than Their Home
Network Operatorsdated April 29, 2002 between China M obile Communications Corporation, China
Mobile (Hong Kong) Limited and the eight regional mobile communications companies (Anhui
Mobile Communication Company Limited, Jiangxi Mobile Communication Company Limited,
Chongging Mobile Communication Company Limited, Sichuan Mobile Communication Company
Limited, Hubei Mobile Communication Company Limited, Hunan Mobile Communication
Company Limited, Shaanxi Mobile Communication Company Limited, and Shanxi Mobile
Communication Company Limited) (with English translation).

Asset Injection Agreement dated May 15, 2002 among China M obile Communications Corporation,
Anhui Mobile Communication Company Limited and Anhui Communication Service Company
(with English translation).

Asset Injection Agreement dated May 15, 2002 among China Mobile Communications Corporation,
Jiangxi Mobile Communication Company Limited and Jiangxi Communication Service Company
(with English tranglation).

Asset Injection Agreement dated May 15, 2002 among China M obile Communications Corporation,
Chongging Mobile Communication Company Limited and Chongging Communication Service
Company (with English translation).

Asset Injection Agreement dated May 15, 2002 among China Mobile Communications Corporation,
Sichuan Mobile Communication Company Limited and Sichuan Communication Service Company
(with English translation).

Asset Injection Agreement dated May 15, 2002 among China M obile Communications Corporation,
Hubei Mobile Communication Company Limited and Hubei Communication Service Company
(with English translation).
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411

412

4.13

414

4.15

4.16

417

4.18

4.19

4.20

421

4.22

4.23

4.24

Description of Exhibit

Asset Injection Agreement dated May 15, 2002 among China Mobile Communications Corporation,
Hunan Mobile Communication Company Limited and Hunan Communication Service Company
(with English translation).

Asset Injection Agreement dated May 15, 2002 among China Mobile Communications Corporation,
Shaanxi Mobile Communication Company Limited and Shaanxi Communication Service Company
(with English translation).

Asset Injection Agreement dated May 15, 2002 among China M obile Communications Corporation,
Shanxi Mobile Communication Company Limited and Shanxi Communication Service Company
(with English translation).

Agreement on the Confirmation of Rights and Obligations dated May 15, 2002 between Anhui
Mobile Communication Company Limited and Anhui Communication Service Company (with
English translation).

Agreement on the Confirmation of Rights and Obligations dated May 15, 2002 between Jiangxi
Mobile Communication Company Limited and Jiangxi Communication Service Company (with
English translation).

Agreement on the Confirmation of Rights and Obligations dated May 15, 2002 between Chongging
Mobile Communication Company Limited and Chongging Communication Service Company (with
English tranglation).

Agreement on the Confirmation of Rights and Obligations dated May 15, 2002 between Sichuan
M obile Communication Company Limited and Sichuan Communication Service Company (with
English translation).

Agreement on the Confirmation of Rights and Obligations dated May 15, 2002 between Hubei
Mobile Communication Company Limited and Hubei Communication Service Company (with
English trandation).

Agreement on the Confirmation of Rights and Obligations dated May 15, 2002 between Hunan
Mobile Communication Company Limited and Hunan Communication Service Company (with
English translation).

Agreement on the Confirmation of Rights and Obligations dated May 15, 2002 between Shaanxi
Mobile Communication Company Limited and Shaanxi Communication Service Company (with
English translation).

Agreement on the Confirmation of Rights and Obligations dated May 15, 2002 between Shanxi
Mobile Communication Company Limited and Shanxi Communication Service Company (with
English trandlation).

Telecommunications Services Agreement dated April 10, 2002 between Anhui Mobile
Communication Company Limited and Anhui Communication Service Company (with English
translation).

Telecommunications Services Agreement dated April 10, 2002 between Jiangxi Mobile
Communication Company Limited and Jiangxi Communication Setvice Company (with English
tranglation).

Telecommunications Services Agreement dated April 10, 2002 between Chongging Mobile
Communication Company Limited and Chongging Communication Service Company (with English
translation).

Telecommunications Services Agreement dated April 27, 2002 between Sichuan Mobile
Communication Company Limited and Sichuan Communication Service Company (with English
tranglation).
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431

4.32

4.33

4.34

4.35

4.36

4.37

4.38

4.39

4.40

441

Description of Exhibit

Telecommunications Services Agreement dated April 10, 2002 between Hubei Mobile
Communication Conpany Limited and Hubei Communication Service Company (with English
tranglation).

Telecommunications Services Agreement dated April 10, 2002 between Hunan Mobile
Communication Company Limited and Hunan Communication Service Company (with English
translation).

Telecommunications Services Agreement dated April 10, 2002 between Shaanxi Mobile
Communication Company Limited and Shaanxi Communication Service Company (with English
tranglation).

Telecommunications Services Agreement dated April 10, 2002 between Shanxi Mobile
Communication Company Limited and Shanxi Communication Service Company (with English
translation).

Service Agreement for Supply Installation and Maintenance of Steel Towers dated May 8, 2002
between China Mobile (Hong Kong) Limited and Hubei Communication Services Company (with
English translation).

Co-operation Framework Agreement in respect of Indirect Loan dated May 10, 2002 between China
M obile Communications Corporation and China Mobile (Hong Kong) Limited (with English
translation).

Trademark License Agreement, dated April 24, 2002, between China Mobile Communications
Corporation and China Mobile (Hong Kong) Limited. ”

Conditional Sale and Purchase Agreement, dated May 16, 2002, among China Mobile Hong Kong
(BVI) Limited, China Mobile (Hong Kong) Limited and China Mobile Communications
Corporation.”)

Subscription Agreement, dated May 16, 2002, among V odafone Group Plc, V odafone Holdings
(Jersey) Limited and China Mobile (Hong Kong) Limited.

Prepaid services agreement dated May 11, 2001, between China Mobile (Hong Kong) Limited and
China Mobile Communications Corporation.®

Inter-Provincial Long-Distance Transmission Leased Line Fee Sharing Agreement, dated May 5,
2000, bea/)veen China Mobile Communications Corporation and China Telecom (Hong Kong)
Limited.

Inter-Provincial Network Interconnection, Domestic and International Roaming and Settlement
Agreement, dated May 5, 2000, between China Mobile Communications Corporation and China
Telecom (Hong Kong) Limited.?

Tenancy Agreement, dated June 7, 2000, between Fu Hao Properties Limited and China Telecom
(Hong Kong) Limited®

Agreement Regarding the Roaming Settlement of “ Shenzhouxing” Prepaid Services” Shenzhouxing”
and Revenues Sharing for Sales of Stored Value for Stored Value Cards, dated October 4, 2000,
between China Mobile Communications Corporation and China Mobile (Hong Kong) Limited.®

Contract on Termination of the Trademark Licensing, dated September 15, 2000, between China
Telecommunications Corporation and China Mobile (Hong Kong) Limited.

Building Leasing and Property Management Agreement, dated September 18, 2000, between Beijing
Mobile and Beijing Communications Service Company (“ Beijing Service’ ).(1)

Building Leasing and Propert}/ Management Agreement, dated September 18, 2000, between Beijing
Mobile and Beijing Service.*
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447

4.48

449

4.50

451

4.52

4.53

454

4.55

4.56

4.57

4.58

4.59

Description of Exhibit

Agreement on Mobile Communications Equipment Maintenance and Modulation, dated
September 18, 2000, between Beijing Mobile and Beig'ing Huarui Wireless Communications
Equipment Installation Company (“ Beijing Huarui” ). 2

Agreement on Communications Projects Desi ?n and Construction, dated September 18, 2000,
between Beijing Mobile and Beijing Huarui.*

Capital Contribution Agreement, dated August 30, 2000, among China Mobile Communications
Corporation, Beijing Mobile and Beijing Service.!

Agreement Regarding the Transfer of Personnel, Finances and Assets Not Directly Related to Mobile
Communication Services, dated August 30, 2000, among China Mobile Communications
Corporation, Beijing Mobile and Beijing Service.Y

Agreement on the Confirmation of the Transfer of Personnel, Finances and Assets and the Related
Rights and Obligations, dated August 30, 2000, between Beijing Mobile and Beijing Service®

Agreement on Mobile Communications Equipment Maintenance, dated September 20, 2000,
between Shanghai Mobile and Shanghai L ong-distance Telecommunications Engineering Company
(“ Shanghai Engineering” )V

Agreement on Contracting Mobile Communications Projects, dated September 20, 2000, between
Shanghai Mobile and Shanghai Engi neering.(l)

Building Leasing and Property Management Agreement, dated September 20, 2000, between
Shanghai Mobile and Shanghai Communications Service Company (“ Shanghai Service’).!

Capital Contribution Agreement, dated August 30, 2000, among China Mobile Communications
Corporation, Shanghai Mobile and Shanghai Service. @

Agreement Regarding the Transfer of Personnel, Finances and Assets Not Directly Related to Mobile
Communication Services, dated August 30, 2000, among China M obile Communications
Corporation, Shanghai Mobile and Shanghai Service. @

Agreement on the Confirmation of the Transfer of Personnel, Finances and Assets and the Related
Rights and Obligations, dated August 30, 2000, between Shanghai Mobile and Shanghai Service.

Building Leasing Agreement, dated August 1, 2000, between Tianjin Mobile and Tianjin
Communications Service Company (“ Tianjin Service” ). ¥

Capital Contribution Agreement, dated August 30, 2000, among China Mobile Communications
Corporation, Tianjin Mobile and Tianjin Service™

Agreement Regarding the Transfer of Personnel, Finances and Assets Not Directly Related to Mobile
Communication Services, dated August 30, 2000, among China Mobile Communications
Corporation, Tianjin Mobile and Tianjin Service

Agreement on the Confirmation of the Transfer of Personnel, Finances and Assets and the Related
Rights and Obligations, dated August 30, 2000, between Tianjin Mobile and Tianjin Service.!

Building Leasing and Property Management Agreement, dated August 1, 2000, between Hebei
Mobile and Hebei Communications Service Company (“ Hebei Service” ).

Agreement on the Sales and Maintenance of Masts and Maintenance of Antennas and Feeder Lines,
dated August 1, 2000, between Hebei Mobile and Hebei Provincial Posts and Telecommunications
Equipment and Machinery Plant.)

Capital Contribution Agreement, dated August 30, 2000, among China Mobile Communications
Corporation, Hebei Maobile and Hebei Service ™
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461

4.62

4.63

4.64

4.65

4.66

4.67

4.68

4.69

4.70

471

4.72

473

474

475

4.76

477

Description of Exhibit

Agreement Regarding the Transfer of Personnel, Finances and Assets Not Directly Related to Mobile
Communication Services, dated August 30, 2000, among China Mobile Communications
Corporation, Hebei Mobile and Hebei Service.Y

Agreement on the Confirmation of the Transfer of Personnel, Finances and Assets and the Related
Rights and Obligations, dated August 30, 2000, between Hebei Mobile and Hebei Service.)

Building Leasing and Property Management Agreement, dated August 10, 2000, between Liaoning
Mobile and Liaoning Communications Service Company (“ Liaoning Service”) @

Agreement on Communications Equipment Maintenance, dated September 8, 2000, between
Liaoning Mobile and Liaoning Provincial Posts and Telecommunications Engineering Bureau
(“ Liaoning Engineering” )

Agreement on Mobile Communications Projects Construction, dated September 8, 2000, between
Liaoning Mobile and Liaoning Engineering?

Capital Contribution Agreement, dated August 30, 2000, among China Mobile Communications
Corporation, Liaoning Mobile and Liaoning Service.)

Agreement Regarding the Transfer of Personnel, Finances and Assets Not Directly Related to Mobile
Communication Services, dated August 30, 2000, among China M obile Communications
Corporation, Liaoning Mobile and Liaoning Service.Y

Agreement on the Confirmation of the Transfer of Personnel, Finances and Assets and the Related
Rights and Obligations, dated August 30, 2000, between Liaoning Mobile and Liaoning Service.

Building Leasing and Property Management Agreement, dated September 1, 2000, between
Shandong M obile and Shandong Communications Service Company (“ Shandong Service” )

Agreement on Contracting Mobile Communications Projects, dated September 1, 2000, between
Shandong Mobile and Shandong M obile Communications Engineering Bureau?

Capital Contribution Agreement, dated August 30, 2000, among China Mobile Communications
Corporation, Shandong Mobile and Shandong Service.

Agreement Regarding the Transfer of Personnel, Finances and Assets Not Directly Related to Mobile
Communication Services, dated August 30, 2000, among China Mobile Communications
Corporation, Shandong Mobile and Shandong Service.™Y

Agreement on the Confirmation of the Transfer of Personnel, Finances and Assets and the Related
Rights and Obligations, dated August 30, 2000, between Shandong M obile and Shandong Service.®

Building Lease Agreement, dated August 26, 2000, between Guangxi Mobile and Guangxi
Communications Service Company (“ Guangxi Service” )

Capital Contribution Agreement, dated August 30, 2000, among China Mobile Communications
Corporation, Guangxi Mobile and Guangxi Service.?

Agreement Regarding the Transfer of Personnel, Finances and Assets Not Directly Related to Mobile
Communication Services, dated August 30, 2000, among China M obile Communications
Corporation, Guangxi Mobile and Guangxi Service®

Agreement on the Confirmation of the Transfer of Personnel, Finances and Assets and the Related
Rights and Obligations, dated August 30, 2000, between Guangxi Mobile and Guangxi Service.!

Strategic Investor Placing Agreement among China Mobile (Hong Kong) Limited, Vodafone Group
Plc, China International Capital Corporation, Goldman Sachs (Asia) L.L.C. and Merrill Lynch Far
East Limited."
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4.79

4.80

481

4.82

4.83

4.84

4.85

4.86

4.87

4.88

4.89

4.90

491

4.92

4.93

4.94

Description of Exhibit

Syndicated loan agreement for RMB 7,500,000,000 among China Mobile (Shenzhen) Limited,
Construction Bank of China, Bank of China, State Development Bank, Agriculture Bank of China,
Industrial and Commercial Bank of China, Bank of Communications, Hong Kong and Shanghai
Banking Corporation Ltd., China Merchants Bank and Construction Bank of China, Shenzhen
Branch, dated October 7, 2000.

Syndicated loan agreement for RMB 5,000,000,000 among China Mobile (Shenzhen) Limited,
Construction Bank of China, Bank of China, State Development Bank, Agriculture Bank of China,
Industrial and Commercial Bank of China, Bank of Communications, Hong Kong & Shanghai
Banking Corporation Ltd., China Merchants Bank and Construction Bank of China, Shenzhen
Branch, dated October 7, 2000.Y

Conditional Sale and Purchase Agreement, dated October 4, 2000, among China Mobile
Communications Corporation, China Mobile Hong Kong (BVI) Limited and China Mobile (Hong
Kong) Limited®

Conditional Sale and Purchase A greement, dated October 4, 1999, among China Telecom Hong
Kong (BVI) Limited, China Telecom (Hong Kong) Group Limited and China Telecom (Hong Kong)
Limited.®

Agreement Regarding Provincial Network Interconnection, Roaming and Settlement of Account,
dated October 8, 1999, between China Telecom (Hong Kong) Limited and China Mobile (Hong
Kong) Limited.®

Agreement Regarding the Use of Frequency/Number Resources, dated October 8, 1999, between
China Telecom (Hong Kong) Limited and China Mobile (Hong Kong) Limited.®

Agreement Regarding Network Interconnection and Settlement of Account, dated October 8, 1999,
between Guangdong Mobile and Guangdong Posts and Telecommunications Administration

¢ PTA" )@

Agreement Regarding Network Interconnection and Settlement of Account, dated October 5, 1999,
between Zhejiang Mobile and Zhejiang PTA 2

Agreement Regarding Network Interconnection and Settlement of Account, dated October 8, 1999,
between Jiangsu Mobile and Jiangsu PTA @

Agreement Regarding Network Interconnection and Settlement of Account, dated August 30, 1999,
between Fujian Mobile Communication Bureau and Fujian PTA @

Synchronous Clock Port Leasing Agreement, dated August 30, 1999, between Fujian Mobile
Communication Bureau and Fujian PTA®

Building and Facilities L easing Agreement, dated August 30, 1999, between Fujian Mobile and
Fujian PTA®

Building and Facilities Leasing Agreement (leasing to PTA), dated August 30, 1999, between Fujian
Mobile Communication Bureau and Fujian PTA.®

Building and Facility Leasing Agreement, dated September 25, 1999, between Fujian Mobile and
Fujian Xunjie Communications Technical Services Company (* Xunji€’ ).(2)

Agreement Regarding Network Interconnection and Settlement of Account, dated August 20, 1999,
between Henan Mobile and Henan PTA ®

Synchronous Clock Port Leasing Agreement, dated August 19, 1999, between Henan Mobile and
Henan PTA.®

Building and Facilities L easing Agreement, dated August 19, 1999, between Henan Mobile and
Henan PTA @



Exhibit

Number Description of Exhibit
4,95 Agreement Regarding Network Interconnection and Settlement of Account, dated August 20, 1999,
between Hainan Mobile and Hainan PTA ®
4.96 Building and Facilities L easing Agreement, dated August 20, 1999, between Hainan Mobile and
Hainan PTA @
4.97 Real Estates L easing Agreement, dated September 24, 1999, between Hainan Mobile and Hainan

Communication Service Company (“ Hainan Service” )@
8.1 List of major subsidiaries.

(2) Incorporated by reference to our Registration Statement on Form F-3 (File No. 333-47256), filed with the Securities and
Exchange Commission on October 30, 2000.

2 Incorporated by reference to our Registration Statement on Form F-3 (File No. 333-10956), filed with the Securities and
Exchange Commission on October 30, 1999.

3 Incorporated by reference to our Registration Statement on Form F-1 (File No. 333-7634), filed with the Securities and
Exchange Commission on September 29, 1997.

(4) Incorporated by reference to our Annual Report on Form 20-F for the fiscal year ended December 31, 1999 (File No.
1-14696), filed with the Securities and Exchange Commission on June 20, 2000.

(5) Incorporated by reference to our Annual Report on Form 20-F for the fiscal year ended December 31, 1998 (File No.
1-14696), filed with the U.S. Securities and Exchange Commission on June 25, 1999.

(6) Incorporated by reference to our Annual Report on Form 20-F for the fiscal year ended December 31, 2000 (File No.
1-14696), filed with the U.S. Securities and Exchange Commission on June 26, 2001.

) Incorporated by reference to our Annual Report on Form 20-F for the fiscal year ended December 31, 2001 (File No.
1-14696), filed with the U.S. Securities and Exchange Commission on June 13, 2002.



