
MANAGEMENT DISCUSSION AND ANALYSIS

According to paragraph 40 of Appendix 16 of the Rules Governing the Listing of Securities on The Stock Exchange

of Hong Kong Limited, save as disclosed herein, the Company confirms that the current company information in

relation to those matters set out in paragraph 32 of Appendix 16 has not changed materially from the information

disclosed in the Company’s 2003 Annual Report.

INTERIM DIVIDEND

The Board of Directors of the Company has resolved that no interim dividend be paid for the six months ended 30

June 2004.

PURCHASE, SALE OR REDEMPTION OF SECURITIES

During the period, neither the Company nor any of its subsidiaries has purchased, sold or redeemed any of the

Company’s listed securities.

DIRECTORS’ AND SUPERVISORS’ INTERESTS AND SHORT POSITIONS IN SHARES, UNDERLYING SHARES AND

DEBENTURES

As at 30 June 2004, none of the Directors or Supervisors had any interests or short positions in any shares,

underlying shares of equity derivatives or debentures of the Company or its associated corporations (within the

meaning of Part XV of the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong) (the ‘‘SFO’’))

as recorded in the register required to be kept under Section 352 of the SFO or as otherwise notified to the

Company and The Stock Exchange of Hong Kong Limited pursuant to the Model Code for Securities Transactions by

Directors of Listed Companies.

As at 30 June 2004, the Company has not granted its Directors or Supervisors, or their respective spouses or

children below the age of 18 any rights to subscribe for the shares or debentures of the Company or any of its

associated corporations and none of them has ever exercised any such right to subscribe for the shares or

debentures.
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INTERESTS AND SHORT POSITIONS OF SUBSTANTIAL SHAREHOLDERS AND OTHER PERSONS IN SHARES AND

UNDERLYING SHARES

As at 30 June 2004, the interests or short positions of substantial shareholders who are entitled to exercise or

control the exercise of 10% or more of the voting power at any of the Company’s general meetings and other

persons who are required to disclose their interests pursuant to Part XV of the SFO (including those who are

entitled to exercise or control the exercise of 5% or more of the voting power at any of the Company’s general

meetings, but excluding the Directors and Supervisors) in the shares and underlying shares of equity derivatives of

the Company as recorded in the register required to be kept under Section 336 of the SFO are as follows:

(1) (a) Interests in domestic shares and H shares of the Company

Name of Shareholder

Number and type

of shares held

% of the total

issued share

capital of that

type of shares Capacity

China Telecommunications Corporation 58,346,370,499

domestic shares

87.01% Principal

Guangdong Rising Assets Management

Co., Ltd.

5,614,082,653

domestic shares

8.37% Principal

J.P. Morgan Chase & Co. 1,401,997,276

H shares

10.10% Beneficial owner;

investment

manager;

custodian (shares

available for

lending)

Huawei Tech. Investment Co., Limited 959,154,000

H shares

6.91% Beneficial owner

The Capital Group Companies, Inc. 883,744,400

H shares

6.37% Investment

manager
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(b) Interests in underlying shares of the Company

In the register required to be kept under Section 336 of the SFO, no long positions of substantial

shareholders or other persons who are required to disclose their interests pursuant to Part XV of the

SFO were recorded to hold any interests in the underlying shares of equity derivatives of the Company.

(2) Short positions in shares and underlying shares of the Company

In the register required to be kept under Section 336 of the SFO, China Telecommunications Corporation held

short positions in 977,004,913 domestic shares which amounted to 1.46% of the total issued domestic

shares. This short position is created as part of a reform plan approved by the State Council on the

administration of rural telecommunications services, in which China Telecommunications Corporation agreed

to transfer 977,004,913 shares of the Company to Fujian Electronic Information (Group) Co., Ltd. Such

transfer will only be made after the satisfaction of certain conditions precedent. The transfer will not be

carried out before 10 September 2005.

Save as stated above, as at 30 June 2004, in the register required to be kept under Section 336 of the SFO,

no other persons were recorded to hold any interests or short positions in the shares or underlying shares of

the equity derivatives of the Company.

AUDIT COMMITTEE

The audit committee has reviewed with management and the Company’s international auditors, KPMG, the

accounting principles and practices adopted by the Group and discussed internal control and financial reporting

matters including the review of this Interim Report.

COMPLIANCE WITH CODE OF BEST PRACTICE

None of the Directors is aware of any information that would reasonably indicate that the Company is not, or was

not during the period, in compliance with the Code of Best Practice as set out in Appendix 14 of the Rules

Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited.

By Order of the Board

Zhou Deqiang

Chairman and CEO

Beijing, PRC

1 September 2004
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