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2013 12 31 2014 12 31
4 16,070 3,119 20,436 3,967
2,287 444 1,379 268
20,022 3,886 21,562 4,185
6,523 1,266 4,225 820
7,569 1,469 10,581 2,054
312 61 1,360 264
52,783 10,245 59,543 11,557
374,341 72,660 372,876 72,375
9 44,157 8,571 53,181 10,322
25,007 4,854 24,410 4,738
10 29,917 5,807 29,917 5,807
11 8,045 1,562 8,984 1,744
12 1,106 215 4,106 797
13 1,026 199 972 189
14 2,927 568 3,232 627
18 3,930 763 4,053 787
490,456 95,198 501,731 97,386
543,239 105,443 561,274 108,943
15 27,687 5,374 43,976 8,536
15 20,072 3,896 82 16
16 81,132 15,748 88,458 17,170
17 69,633 13,516 72,442 14,061
a7 72 307 60
1 0 - -
18 1,202 233 1,060 206
200,098 38,839 206,325 40,048
15 62,617 12,154 62,918 12,212
18 1,229 239 798 155
14 631 122 1,125 218
64,477 12,515 64,841 12,586
264,575 51,354 271,166 52,633
19 80,932 15,709 80,932 15,709
20 196,809 38,201 208,251 40,422
277,741 53,910 289,183 56,130
923 179 925 180
278,664 54,089 290,108 56,310
543,239 105,443 561,274 108,943
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(63,099) (12,248) (70,448) (13,674) (62,719) (12,174)
23 (42,857) (8,319) (46,723) (9,069) (50,653) (9,832)
24 (40,367) (7,835) (54,760) (10,629) (47,518) (9,223)
(261,968) (50,848) (294,116) (57,088) (295,886) (57,431)
21,208 4,116 27,468 5,332 28,508 5,533
25 (1,562) (303) (5,153) (1,000) (5,291) (1,027)
93 18 670 130 6 1
78 15 103 20 34 7
19,817 3,846 23,088 4,481 23,257 4,514
26 (4,753) (923) (5,422) (1,052) (5,498) (1,067)
15,064 2,924 17,666 3,429 17,759 3,447
(228) (44) 414 80 (54) (10)
57 11 (104) 20) 14 3
@ 0 79) @15) 3 1
- - 5 1 3) 1)
173) (34) 236 46 (40) )
14,891 2,890 17,902 3,475 17,719 3,439
14,949 2,902 17,545 3,405 17,680 3,432
115 22 121 23 79 15
15,064 2,924 17,666 3,429 17,759 3,447
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- - - - - - - - (73) (73)
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27 - - - - - - (5,625) (5,625) - (5,625)
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- (380) - - - - - (380) - (380)
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- - - - 315 79) - 236 - 236
- - - - 315 (79) 17,545 17,781 121 17,902
- 141 - - - - - 141 59 200
- - - - - - - - 74) 74)
1 - (278) - - - - - (278) - 278)
27 - - - - - - (5,433) (5.,433) - (5,433)
20 - - - 1,663 - - (1,663) - - -
1 - 380 - - - - 11 391 (144) 247
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- - - - - - 17,680 17,680 79 17,759
- - - - 43) 3 - (40) - (40)
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- - - - - - - - an an
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- - - - - - 2,902 2,902 22 2,924
- - - - 33) 0 - D) - D)
- - - - 33) 0 2,902 2,868 22 2,890
- 48 - - - - - 48 25 74
- - - - - - - - @4 @14
1 - © - - - - - © - ©
27 - - - - - - (1,002) (1,092) - (@,092)
20 - - - 274 - - @74) - - -
- @4 - - - - - 74) - 4
2012 12 31 15,709 3,265 2,086 12,758 22 (168) 17,792 51,463 187 51,650
i _ - - - - 3,405 3,405 23 3,429
- - - - 61 @15) - 46 - 46
- - - - 61 @15) 3,405 3,451 23 3,475
- 27 - - - - - 27 11 39
- - - - - - - - 14 14
1 - (54 - - - - - %) - (54
27 - - - - - - (1,055) (1,055) - (1,055)
20 - - - 323 - - (323) - - -
1 - 74 - - - - 2 76 28) 48
2013 12 31 15,709 3,312 2,086 13,081 83 (183) 19,822 53,910 179 54,089
- - - - - - 3,432 3,432 15 3,447
- - - - () 1 - (8) - (8)
- - - - ®) 1 3,432 3,424 15 3,439
- - - - - - - - (15) (15)
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- - - - (2,990) (580)
(133) (26) (111) (22) (184) (36)
2,696 523 1,538 299 710 138
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(
)/ (116) (23) 512 99 - -
(2,730) (530) (2,750) (534) (2,566) (498)
1,804 350 3,193 620 3,474 674
- - (14,269) (2,770) - -
- - (25,500) (4,950) - -
(48,295)  (9,374)  (107,948)  (20,953) (81,708)  (15,860)
«C ¥
- - @ 0 (€)) 0
9,702 1,883 54,983 10,672 53,022 10,292
(24,133)  (4,684) (44,053) (8,551) (56,819)  (11,029)
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1 (29) (6) - - - -
1 (48) ) - - - -
® - - - - (278) (54)
/(
) 331 64 142 28 (53) (10)
« ¥
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(@) 0 (69) (13) (©) @
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CHINA TELECOM CORFPORATION LIMITED AND SUBSIDMARIES
CONSOLIPATED STATEMENTS OF FINANCIAL POSITION

AR OF DECEMBER 31, 2013 AND 2014

{Amoumis in millions)

Detsmber 31, Do 31
Hate 1 4
HMH HMB
ASSETS
Carrest ey
{‘n‘hudrﬂblqﬂi\imll 4 16,070 LOAZE
Shomt-4erm bank depesits 27 1379
Accotnts recervable, net 5 Ziorz2 211,562
Inventorics ] 6323 4,215
Prepayments md cther current assels 7 TI69 10581
Income b pecoverable 2 1.360
Total cwrrent Assels £2THY LR
Mon-curnmi wineis
Property, plant md equipment, net L1 s o h I8
Consinsction in progress ¥ 44,057 53181
Lease prepayments 28007 24410
Gooduwall mn ;e 19017
Intmngible nssets n 4048 5984
Interests i msso<Etes 12 1,106 4,106
Tivestm ents 13 1,026 a2
Deeferred tax assets 14 2927 3,232
Ogher assete 15 3.530 4.053
Teral mon-corremt asseis 4004 16 0,75
Total museix 543,139 561.274
LAABILITIES AND EQUITY
Carremt Hakilities
Shertderm debit 1% 27,687 43976
Current portion of lemg-term: debt 15 20T &2
Agesunts payable 16 81,032 BEASE
Accrued expenses mvd other pigyables 17 LA T2 442
Income tax payahle in 307
Current portion of finance lease obligations I -
Current portion of defered revenues 18 1202 1060
Tetal cwrremt linhiltles 00, e 206,315
Mo -eurreni Babibices
Long-tevm debd and pay abde 15 62,617 £2918
Dieferred revenues L 1,229 Toy
Daferred tox linbal#ies 1 631 1125
Tetal mon-current liahilines 4,477 64841
Tatal labillibes 64,578 271,066
Equity
Share copitsl L] #0532 B0932
Restrves m 156,809 208,251
Total equicy attribwiahle o equity hedders of the Compamny TTT T4 2ES.83
Nom=controlling interests 523 24
Toinl equicy 278,854 290,108
Tatal Habilithes und squity 513,239 561274
See actompany ing nefes o consobidated fnancial e
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CHINA TELECOM CORFORATION LIMITED AND SUBSITHMARIES
COMSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2012, 2013 AND 2014
{Amoumis in millions, except per share daufa)

Operating revenmes

O erafing expenses
Depreciation md amorization
Metwork Wh:nﬂ wppor
SHelling, general and ndm inisirative
Pervoamel expenses
Uther operating expenees

Total sporating epemves

Oy eratin g Incom

et finance costs

Investmenl income

Equity in mcome of nssocinies
Ewrnings befere income jnx

Incoane e
Faelit For the year

Other ooan profuemsive Incom e for ihe year:
dhermx that meay be reciaag fed acbsvguently 1o prodn or loss:
Change in fnir value of available-for-sale equity securities
Drferred tax on change m far valie of svaalable-for-sale equity mcunties
Exchmge difference on irnslstion of ik il sind i of mubssdiares

oudenle mamkand China

Share of ether comprehensive Bcome of nssocines

Other comprehomsive Incom e for ibe yesn, nol of o

Totsl comprohemsive income for the year

Prefi actrib nisble toz

Equity balders of the Compmy
Wom-ponrolling interests

Frefit for the year

Totwl compreheasive income stiriboialle te;
Exquity holders of the Compey
Neom-contralling interests

Toisl comprehensive Income for the yeur
Basic eurnings per ahare

Sumber of cheres (in mllsas)

Hew panying nedes b Hidad e fonan cial

F

4
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ot ol Ditornlbenr 31
o] IR ]
RME HAH RAMEH
IELITE  FILSEA 0 324.3M

e [E

(45.666)  (6D.083) (84304
(G597 (502} (ERES1)
(63.095)  (T0488 (271N
GLBST) (46,723} (50.653)

_0367) _ute0) _ursis)
L2635 [Eﬂ.llﬁi [EB‘MJ
10,208 2TAL8 1E508
-] {1,562} {4.143) {3,201}
93 670 ]
TR 103 34

2

19817 25088 23, X857
X6 14. 753 (5422} {5A498)

15064 17.666 17.75%
— — S—

(228) 414 (549
57 {104} 14
(2} (79 3

- 3 i3)

{173} 136 40

14,891 17,902 L7,71%

14.54% 17545 TABR
114 121 e

15064 174666 17,752

14,776 17,7481 17540
115 121 T

14,821 17.902 17,719

] 0,13 0,22 0.22

% BOO3L B0.932 80032
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CHINA TELECOM CORFORATION LIMITED AND SUBSITMARIES
COMSOLIDATED STATEMENTS OF CHANGES IN FQUITY

FOR THE YEARS ENDED DECEMBER 31, 2012, 2013 AND 2014
{Amoumis in millions)

NMHE% Lumuﬁc% —q
Shar avanary w  Esrkasge ] i dmn v alen
[ty

Bhare  Capasl L] Teral
Tatr ﬂ e Ir-h- Ty ey = Total ity m
MR AT A HAER RN AT HAR RMTE RASR AT
Babaeor it < Taenary §, DHIZ L E TT ) 10,74 [ZR3 383 [BEX 33,153 %6 16T ?E_B ST
Frelin for e year — - - — — - (R R Tl 1 (]
fer coaperhrneriy
- s oiiEES - = {17h (i) — % —_ FLEL)
Tedal compurbanmme mcoms — — — — i'l?!r EI 14 i 34T 113 HI'WI
e T T e B e PR ] — ) - — - - - o ] =
Danbateon 1 oot contriling iere - = - = - - - - L] {TH
Acquutor of S Sorth Acguned Bannen ] - 4] — - = - = (45 as {48
Dyniends Fo T = == R — = Ezh B85 =3 [EE ]
Appregiua e -] - - - 1413 . = 1413 = - -
Can = L= L s - - __om — oM
Balarrte i of Decenbar 31, 2002 BhAT2 bt i T £3 TR 113 JEAS} 51554 25135 551 256 103
Frofiefor B powr — — — — — — [phr-] 17 m [£F 27
bR DR
memar - - = —~ 315 ] - 235 - 13
Total ComgarkannEE B oms - — - — ¥i3 L] 13548 1 i FT
Coatnbut oo frém non -2 onkrol g meereati - 141 = = - = = H 5 L]
Dy rbamo 1 0o Lo ol R ST - - — — - - - - iy [e]
Acga woa of Se Sorath Adqesed Coopay i - Lre:] = - - = - - L]
Drmdanete it — — - — — - (AIn (AR - [LES ]
AP ot e N - - — 1E4E - - LS - - -
Darposil of u Pdbadary 1 — 380 = - — i 11 Tl [REH a7
Bigarert @ of Deomsber 30 2013 B _The 10746 LIRS 432 [ (| 1t R A | W S
FrefitTor e year - - - - - - 1745 17830 T s
er comprr R e
mEEe — — — — [LET] 3 — (i) —
Total compribamuh wEoms o e = = 3 ] 12480 IE8 n IR
Thitnbition b oon-cottrolhig ottt - ] = — - - - - m m
Dmdards - - - - - - - 8,150 5198 - 150
Approprig e -] = - - 1530 — — (14850 a ace =
Ealaeste i of Decenbar 31, 2154 2532 755 10, 744 B30 I24 {54L) 110,536 Z=3.133 535 E 1
ST Eres

B reg

Ben atcompanying neles b
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CHINA TELECOM CORFORATION LIMITED AND SUBSIDMARIES
COMSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2012, 2013 AND 2014
{Amoumis in millions)

Nt cnsh from op eratin g ectlvicles

Cash Nows wyed m Investing notivigies
Capitnl expeaditure
Purchase of invesiments
Lrase prepayments
Proceeds from disposal of property, plant md equiy

Wi mmiled Doimmbor 31

Tiate il b k) old
e ] e
HMBE HME FME

() 7072 88,351 S A05

(SmaT1y (70020 (90.279)
— - (2.990)
{133} 1B
1556 1,538 T

Procecds from disposal of lease prepayment 155 360 121
et cadh (potflow) | millow fram deposal of o subsidiary (116} 5nz -
Purchase of short-ferm bmk deposts [2.730) {1,750y  (L%66)
Matusity of sham-4emm bank deposits 504 3193 3478
Payment of ke payohle to China Telecommunications Corpomtion related to the Mobile ¥Network Aoquisition - (14,2650 -
Paymeni for the first metallnent of the Mobdbe Network Acquisition — {2.5.500) —

Nt caah used in investing acdvitles

Cash Nows (meed ln) / from Bnamcing sethvitle
Prmcipal element of finance lease poyments
Proggeds froen beak debt sad other lasms
Repayment of bank debi and osher loans
Payment of dividends
Payment for the scquisition price of the Fifth Acquisition
Paymen! for the scquintion prce of the Skoh Acgaisition
Payment for the scquisiion prace of the Seventh Acquissiion
et cash contributions from ! (distrituiions 1o} non-congrollng mieress
Mt ¢aih (maed Bn) / fram Naasciag activities
Mot Increase | (decrease] im cush mnd cash equivalonts
Cah umd cush equivalomiz ui beginning of year
Effect of changes In forvign exchange roie

Cash smd cosh equivalenis at end of year

Hee sccompanying nedes to consoliduled finm cial salomeniz
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(45205 (107,948  (80,704)

= 2) [L}]
702 T3 5302
(240330 (24,083 (IE819)
(5625 ) (5433 (8103)

1 {20y - -
1 (48) = =
o - - itm

321 142 (533
(9802) _ 5637 (10327
1625 (13960 4370
ITATS 009 160TD
iy (1) i1y
9T L60TD 20436




EDINETOOOO
OO000oO000OO00D0DO000DO000nDOodnoE.s27)
oOoOooodn

Table of Contents

CHINA TELECOM CORFORATION LIMITED AND SUBSIDIARIES
NOTES TO CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2012, 2013 AND 2014
{Amoumis in millions)

(5) Fetoneilisbon of sarnings helore iocom e tax (o md caly frem operating solivithe

Wear mded Deraala 11,
ETE) 2013 0L4
e

HAMH HMB RME
Enrnimgs hefore income tax 19817 2368 23,257
Adjustiments for:
Dreprecistion and amorization 49 666 G903 2% L]
Tinprai I Eor chou bafial chebds 1612 1T 2084
Write down of imventories 118 T 150
Investment income {93) {6709 {61
Equity in income of assocines {TH) {103} 1343
Intevwsd mcoms {501} {361} (304
Interest expense LS AR A aiin
Unreslizesd I'nni;- exchange {gam) | loss {1} 3 [ H]
{Ciman] | Joss on retiresnent wnd dispossl of propemy, plant and equipment A9 (10321 18T
Incrense i sccomnts recervable (AR (3 0%6F  (3.504)
{Inérense |/ detrenss m nventonics (1.185) (#55) 2,780
Incrense in prepoyments mvd other current assets (1045 (1077 (2559
Dieerense | {mereaes) in other niscts 54 104 {2)
Incrense im nocoants payable Eo1e 210 &ATE
Inerense i accried expenses mil other pavabiles 6,245 3148 6,571
Diecrense in deferred revenses (1.3607  (1,014) {5733
Cmsh gemermied from eporstions THILZ  SEDES  10E1TL
Interedd recoved 587 15 F05
Interest puid [2200) (5573F  (A603)
Investment income received I3 21 %
Ineome b pasd (4.011) (8.53%) _ {5407)
Nt ensh from op sratin g ectlvicles T0,TE:  BEISL A0S

{b} The Seventh Acquisition represents the acquisition of the 100%s equity interest in China Telecom (Europe) Limited, a whelly owned subsiciory of China
Tl ienlions Cerpordion, by Chisn Tel Global Limited (“CT Glebal”, a sebeadiary ol ibe Cosapany) frem China Telecomm usicatbons
Corporation on December 51, 2013,

Beq accompanying nedes bo consolidated fimancial dalements,

Eg
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CHINA TELECOM CORFORATION LIMITED AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Al BemninkE amounts in millions, excopl per share data and except otherwioe staled)

1. FRINCIPAL ACTIVITIES, ORGANIZATION AND BASIS OF PEESENTATION
Feincipal sctivities

Chinn Telrtom Corporation Limied {the “Company™ ) mnd its subsidimries thervinafler, collectively referred to as the “Orosp™) aifers a comprahensive
mmnge of wireline nnd mohile telecommumications services inchiding wireline voice, mobdle voice, Imtemet, telecommuenication soiwork resource services med
lease of network equipment. value-added services, mbegraled information application services and other relaled services. The Group provides wareline
telecommunicaion: services and relwed services in Bedjimg Mundcipality, Shanghni Municipality, Gomgdeag Province, Jimgaa Province, Zhejiang Province,
Anhui Province, Fujian Provinge, Jiangxi Province, Gumgxi Zhumg A Begion. Chongging hMunicipality, Sichuan Provinee, Huebei Provinee, Hunan
Proainee, Hamon Proviace, Guiebou Proviace, Yusnan Previnee, Shaanyi Provisce, Grai Pravisce, Qinghal Prosines, N@grin Hid Astos smoss Begion ond
Xinjismg Uvgur Astonomous Eegion of the People’s Bepablic of China (the “PRC"}). Following the acquisition of Code Diviston Multiple Access (“CDRMA")
mnbila telecommun ications business in Cotober 2003, the Group also provides mobile telecommunzcations and relabed services in the mainbasd Chinn sl
Mlncms Specinl Admmisrative Region (Mo ) of the PRC. The Group also provides intermaionnl telecommunicnions services, inchiding lease of menwork
wqaipment, Indernational Intermet sceoes snd transi, sl Intormet data center sorvice inocertaim coumtries of the Ava Pacific, Borope, Africa, South Amorica and
Weorth Amenica regions. The opermations of tee Group in the mainlmd Chisn nre sbject 1o the sopervision md regulntion by the PRC govermment.

Chgamiration

As part of the reorgnnization (the “Resimcturing ™) of China Telecommunications Comporation, the Compuny was incorporded in the FRC on
Heptember 10, 2002, In connection with the Restrecturmg, China Telecommunications Corporaticn ransfomed to the Company the wireline
telecommunictions busmess md related opemgions in Shanghai Municipality, Gumgding Provinee, Jimgs Provace sl Zhejiang Previnge togetber with ilve
related aseets and lmbilties (the “Predecessor Operafions™} m consideration for 68,317 million ordinary domesise shares of the Compmny. The shares issued to
Chinn Telocommunications Corporation have a par vakie of RMB 100 cach and represented the entire registered and Sonugd share copital of the Company af tha
daie.

i December 31, 2003, the Company acquired e eniire eqaity mieresis n Anhei Telecom Compeny Lmnited, Fujian Telecom Compeny Limited,
Jimngxi Telecom Company Limited, Goangxi Telecom Company Lim ed. Chongging Telecom Company Lnited and Sichuan Telecom Company Limided
{oollectively the “First Acqoired Group™) and conain network mmanagemont md rescirch md developmest facilities from China Telecommuanications
Corporation For a total parchase price of RMBAS 000 (hereinafber, reforred 1o as the “Fird Acquisdion™).

s Jume 30, 2004, ibe Compesy noquired the entire equity interests i Hubei Telecom Com pny Limited, Hansn Telecom Company Limited, Hainss
Telecom Company Limited, Guizhou Telecom Company Limited, Yunman Telecom Company Limied, Shmanxi Telecom Company Limied, Gmnsu Telroom
Company Limed, Qinghsi Teleeom Comspany Lmed, Ningtia Teletom Company Limed and Xisjang Telecom Company Limited (collectively the
“Second Acguired Group”) from Chine Telecommunications Corporation for atotal purchase price of RA(B2 7,800 (hereinafier, referred to ns the “Second
Acipaisitzan”h

{mi Jume 30, 2007, the Compasy noquired the entire equity interests in Chimn Telecom System Integration Co., L1d [“CTSM), CT Global snd Chine
Tebeoomn {Am ericas) Comporation (T Amenicss™) {eallectively the “Third Acqu ired Groug™) frem Ching Telecommunicudions Corporation for o tolal purchiass
price of EME 1408 thereinnfber, refemred fo as the “Third Acgaisition™).

Om June 30, 100E, the Company ncoquired the entire equily mterest in China Telecom Group Beijng Corperation [“Beijing Tebeom™ or the “Fourth
Acipsired Company™) from Chisn Telecommunications Corporatica Ffor o toinl perciase price of RAMBE 557 (hereinafier, referved to m thve “Fouarth
Asquisilion™}

O August 1, 2011 and Decembser 1, 2000, the subsidinges of the Compuny, Esmerfing Pay Co., Ltd and E-mefiag Medin Co,, Lid, sequired the
e-commerce business md video media busness {collectively the “Fifth Acqaired Growep™) from China Telecommunicuiions Corporsion and its sebsidmres for
wpatal purchies price of RMBEL (homimmdien reformed o s the “Filth Acquisition”™)

Pursmiml to an acquisilion ngreement enlered inte on Apnl 28, 2011 by the Company and Besitene Holdmg Co.. Lid (formerly known as “China Satcom
Casomad Communicntions Co. Lid ™) (“Besticme Holding™ ), which & comralbed by Chinn Telecommun ications Corporstion, upon receiving the relevami
govermment apgroval in March 2002, the Company disposed of 100%% equity mierest in Besttome E-Commerce Co., L, a subsidiary of the Company that was
pramarily engaged im ibe provisaen of escommerce s d book g services, to Besttone Haolding. Bestiom e Holding poid ihe consideration by isuing 21,814,585
af ils shares fo the Company, representing arousd 4.1% of ils enbarged shire capaial The disposal of Besttone E-Commerce Co., Lid. was compléted on
April 30, 2012,

By
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CHINA TELECOM CORFORATION LIMITED AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Al BemninkE amounts in millions, excopl per share data and except otherwioe staled)

1. PRINCIFAL ACTIVITIES, ORGANIZATION AND BASIS OF PRESENTATION (continued)
Orgmnization (continoed)

Om Apral 30, 2002, the Compisy scqiired the digital trunking business (the “Sixth Acquared Bissiness”) from Beatioar Holdiag Co., Lid, & nebisdionry of
Chinn Telec icntioms Corporation, ol @ parchnse price of RABAS (hereinafter, referred to us the “Sixth Acquisition™).

i Jume 30, 2003, ibe Company disposed of m 80% equity mvierest in Esurfing Medin Co., Lid {“E-sarfing Medin” ), & subaidisry of ibse £ com pany
prmarily engnged im the provision of video medsa services, 10 Ching Telecommunications Corporation. The fmal consideration for the disposal of the equity
mierest in E-surfing was arnied of RME 1245

Analysis of asseis and linbildies of the disposed subsidiare:

e 0, 1003
HME
Cmrremt wesets
Cush and cash ecpivalonia TG
Accounis receivahle, net 150
Ciher current asscis 1
Nan - CHPTHID AEREE
Property. pkmt md equipmenl net 11
Other nom-cament iwscs 18
Current Hubilighes
Aceounts payable 21z
Cther current liabalities L
Nem-current Bubilities &
Nt wevets divpoved of 722
Gan on digpeal of o subsidaary
- LS
HME
Conzidermtion received 1,248
Wt nawgts disposed of {T22)
Heom-controlling interests 144
Ciuln on disposml G700
Thie gain on disporal of E-serfing Medsa has been meluded in investmvent mcome of the conslidated of somprehensive income.
Ml cash inflosw frean disposad of o asbeidinry:
L
FME
Consideration recerced m ensh and cush equivalents LHg
Lews: cash mnd ensh equivalenia dispeded of (7361
Nt cosh nflow from dispesal of o sabsidiary 512
E

i December 35, 2015, CT Global acquired 1004 equity iferest in China Telecom LE‘nrnp-eH.l'ulbed{' CT Enrope” or the “Seventh Accaired
Company™), & wholly evned subaidsmy of China Tek eatioos Corporation, frem China Tel Corporation for & bl purchase price of
RMB2TE (hereimafter, refomred to as the “Sevemib Acquisition™), med was paid by June 30, 2014,

Hereinalter, the First Acquired Group, the Second Acquired Group, the Thard Acquired Group, the Fourth Acouied Company. the Frlll Acquired Oreap,
the Sinth Acquired Business md the Seventh Actuired Compesy are collectively referred to as the “Acquined Groups™.

Basix of preveniation

Bimee the Group and the Acguired Groups e usider commes conwol of China Tels aiions Carporaiion, the Creap®s aciquisitions of the
Axquired Groups hive been accounted for os @ combination of enfities under commeon controd in a manner simillar to a pooling-of-mterests. Accordingly, the
weocts anel Habilities of these entilies have been sccounted for af historical mnounts and the consolidabed financiad steeements of the Ciroup priorio the
scquindions are combmed with the Gnmvcinl stements of the Acqaired Groups. The comsidembions for the soqaisiion of the Acgaired Growps ore nocounted
Tor ae & oquily wn = the Iadlmed setement af chmges m equity

The liclated resulis of operali En'lh;’m'rndldﬂu‘mhﬁ‘ﬂ 2012w the ledad el (v ¢ ial posstecn as of December 31, 2002 us
previously reponed by the Group md the i ¥ ted im the coneolidated finmncasl stements of the Group to reflect the scquisitson of the
Seventh Acquired Company are sof ool below:

The Grosp The Seventli
i previsudy Aiguired The Granp
ropomted Camgany ]
FNEH HAMEH EME
Censolldaced statement of comprefimsdve incsme for the year ended Decomber 51, 200 2:
Operaling revenues 18307 103 WIATE
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Prodie for the yewr L5040 4 15068
[ Hidaged st ol B dud position s of Decem ber 31, 2002

Total nssets ZESO0T 2% 5l

Toeal Habilities 17042 149 275,191

Total equity 66030 1] 266,100

For the perisd presented, all significant rrananctions and halanges between the Group md the Seventh Acquined Cempany have boen eliminated on
oo bimntion.

Set up of m subsidiary
i Jume 17, 2004, ibe Group set up o subsidiory, Chemgda E-store Technobogy Co., Lid, which engages in software technology development,

F-10
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CHINA TELECOM CORFORATION LIMITED AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Al BemninkE amounts in millions, excopl per share data and except otherwioe staled)

1L FRINCIFAL ACTIVITIES, ORGANIZEATION AND BASIS OF PRESENTATION (continued)

Merger whih v beidierbes

Pursanmni to the resohation passed by the Company “s sharcholders af an Extmordinary Gemeral Meeting held on Pebrowry 25, 2008, the Company entered
i merger agrecments with each of the follewing subsidiarice: Shomgh s Tel Company Limited, Gumgdeng Telecam Compry Limited, Jemga
Telecom Compmny Limited, Zhejimg Telecom Compmny Limited, Anhai Telecom Company Limited, Fojian Telecom Company Limited, Jisngxi Telecom
Company Lim#ed, Cusngsi Telreom Company Lmited, Chongging Telecom Company Lim ited, Sichuan Telecom Company Limited, Hubel Telecom
Company Limied, Humm Telecom Compasy Linsted, Honm Tel Compy Limited, Guizhoo Telecom Company Lmnited, Yonmme Telecom O cmpany
Limated, Shosxh Tebecom Compamy Limdted, Ganes Telroon Company Limsed. Qinghal Teleoomn Compaay Leniled, Ningxia Telecom Compiny Lim#ed and
Kinjinmg Telecom Compmy Limited [n addiison, the Company entered into merger agreemenis with Beifng Telecom om July 1, 2008, Purmeni to these memger
agreemants, the Company merged with these subsidiaries and the assets, linhilsties and barm es operations of these ssbsidiaries wore tramsferred 1o the
Company s branclies @ the respedtive regiona.

L SIGNIFICANT ACCOUNTING POLICIES

(%) Basis of preparaten
Thie mccompanying financial stements have been prepared im nccordance with International Financial Beporting Standards (IFRS"] as ssued by the
Intermntional Accounting Standards Board (“IASB™)L Thess fimmcial stlemenis were approved s miiborized by the Board of Direcion an March 18, 2015,

Thirie linansinl staoments are propared on the kisorical codl base 8 modificd by the revaluadions of ceflaim availible-for-sale cquigy secusitees a1 fnir
valoe (Note 2L}

Thie preparsdicn of fnmncial Malemends in conformity with IFRS requins masagement (o make judgments, st es and assumpdions that affect the
application of policies and the reported mmousis of mesets and liabilities snd disclomre of costingent ssets mnd liahilitics at the date of ihe financial staements
and the reported amounts of revesues mnd expenses during the reportmg, period. The edimmies and asscoiat o assesmpdions are based on hstorical expenionce
wil viriceas egher fnctors that wem el belisyves are 1 bbe under the circumstmnces, the reashs of which foms the basis of making the jedgmenta nhoug
comying vahses of ussets and linkilities {hst ore not resdily spparent from other sosrces. Actual results may differ from (hose estimes.

The sl imades s wnderly ing sesumptions e seviewed om m ongoing basle. Revistons to sccounting estimales are rocagnized in the pervod s which the
ealimle is revised if the revision affects only that period or m the period of the revision and fisture periods ifihe revision affects both cwmrent and future
perbods,

Judgments mnde by monngement in the spplicafion of [FRS that heve significant effect on the financinl stfements and magor sources of estimndicn
ancertainly arv discareed in Nole 36,

F-11

140/198



EDINETOOOO
OO000oO000OO00D0DO000DO000nDOodnoE.s27)
oOoOooodn

Table of Contents

CHINA TELECOM CORFORATION LIMITED AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Al BemninkE amounts in millions, excopl per share data and except otherwioe staled)

L SIGNIFRCANT ACCOUNTING FOLICTES (soatinsed)

) Busds of conslidatien
Thie comsolidated fimmcinl golements comprise the Company and its sebridinries smd the Group's interests i nesocines

A subssdinry & mn entity contrelbed by the Company, When falifiling the following conditions, the Company has control ever s ealiry: {a) hns power
over the an investee, (b} has exposare, or rights, to virioble retums from its mvobrement with the irvestee, and o) hos the nbility to use its power over the
wmvestes to affect the amount of the mvestors refums.

When mssessing whether the Compony hos power, only substendive rights (held by the ©ompany mid other parties) wre considered.

The finansal resulis of subsidinrios are mekded in the consolidated fmmnial statenvents from the date that control commen cos wntil the dabe that contrel
censes, muil ihe profit simbutable to nonscostrolling ierests is sepormely presented on the face of the coasolidaied siafement of comprebensve income s m
allocation of the profit o loss for the year bebwieen the non-controlling interests and the equity holders of the Company. Wem-<ontrolling mberests represent the
ecpaity in subsidinrics not siribumble dirccily or Bdivectly to the Company, For cach business combination, the Group measuses the nea-controlling interests ol
the proporiionale share, of the acquisilion dage, of fair value of the subsidiany s net identifiable assets. Non-coatrolling miereds af the end of the reporting
period are presented in the consolidabed statenaent of fimmcinl pesion within equity sad consolidied stabemont of chimges in eqaity, sepaately from ibe
woqaity of the Company s equity bolders. Changes in the Growp’s mterests in a ssbsidiary that do mol resalt in a loss of control s accounted for as equity
eransacting, wherehy adyustments are masde to the mnounts of costrolliag wnd non-costrolling mierests withis consolidied ecuity o reflect the change in
relative mieress, buil no ndjusimenis me mode to goo dwill md no gam or kess is recognized. When the Group loses control of & subsidinry, @ §s accounted for ns
a disposal of the entire nierea m (e sebeadiary, with & resulting gnin or loas bring recognized in profil o loss, Any Btorest relaimed m b former subsldinne
of the date when controd is lost is recognized ot fiir vafoe md dhis mmoant is regarded me the fair valoe on mitinl recogmition of a fmmcial ssset o, when
apgropribe, the cod on inilisl recognilion of &n invesinaent in an asseciabe o a jeint venlbure.

An associate is mn entity, not being a sbsidiary, in which the Group exercises significant indlence, but nod control, over s monagemeod. Signidicomt
mflwence is the poswer bo participaie m the financinl mod aperstmg policy decisions of the mvestee but is not contral or jomt controd over those policies,

An mvestuent inoan sssocinte & sccounted for in the consolidated financial statements under the equity method md is mitislly recorded ot cost, sdjusted
for any excess of the Groap's share of the acquisition <lge fair valees of the mvestes’s net dentifiable seoets over the cost of the investment (if sy ) Thersaflen,
the invesiment is adfusted for the Growp's equity share of the post-acquisition changes in the asso<imle's net nesets md my mmpaiment loss relating 1o the
wvestment, When the Group cemees to hive spgnificant ialience over an serociate, il 18 accousded for a0 disposal of the enlire mberest s that invedes, with a
resulimg gnin or loss being recognized im profit or loss. Any mierest retnsned i bt former invester o the de when significant infloence i lost s recognized
ot faar vahie and this swoust i reganded o the fair value on malial recognition of o finacinl assel.

Al sigmificant intercompany balasces il rensnctions mnd unrenlized gnins mrising from Btercompeny reencises e elEmanted on consolideson.
Unrealized gasms arising from trmsctions with associotes are elimmated to the extent of the Group's mterest m the entity. Unrealized losses are eliminated in
e same way ks uarenlized gasng, but only ta the exien that there i no ¢videntge of impairment,
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L SIGNIFRCANT ACCOUNTING FOLICTES (soatinsed)

{£]  Foreign corrensie

Thie sccompanying consolidmled fmancial satem ez are presested in Remminkd ("EMBE”) The fumctionl corency of the Company mwred it sobsi dimries
o mainlmd Ching ix RMB, The functionnl currency of the Greup's forelgn operations le the currency of the primagy cconomic envirenment in which the
foreign operations operabe. Trnsaction s dewom nated in cwmencies other than the functional currency during the year are trimslated infe the functional currency
o the applicable rabes of exchange prevalling on the immenction dalee. Foreign cusrency memctny asscts ind [iabdlitses are tramsbaled into the Funciional
cwmency msmg the spplicab le exchange rates o the tod of the reperting period. The lting exchmnge differences, other thom those cupitnlized as comsnaciion

m progress (Note 2(akh are recognioed a | of e in profit or less, For the periods presented, mo exchange dillermmeors wore capitalized.

When preparing the Group's ¢ lidated fi i st ts, the resulis of opernisons of the Groap®s foreign opernfions wre trmslated nio RMB m
wverage rale poevailing during the year Assets and liabilties of the Group's foreign operations are translated mte RME o the forvign exchamge rtes rling al
the end of the reporting pericel. The leing exchmge differences are recegnized in cther comprehensive and Inted separately & equity in the
txchange reserve.

() Cash amd eash equlvalnis

Caah and ench egaivalents comprise cash ® bank s s hand md tive deposits with anigiaal matunthes of thres monthe of e when purchased Caslk
ecuivalents are stmed of cos, which spproximates fuir vaboe. Mone of the Group's cosh msd cash equivalents is resiricted ns o withdrmaml.

o) Accounis smd sther recelvables

Accounts and other recenvables are mitially rocognized ad Fiir value and thereaftor daled & wmontized cost wang the offective mierest mathod, kess
ellovwance for doubtfal detis {Nobe 2{m)) unless the effect of dise ting would be i mteriad, in which case ihey st stnted ot cont less allowemce for doubtful
debin

N Investories

Invemionics consist of malerials snd supplies veed in maintaining the ek communications network snd goods for resade. Inventories are vaheed of coa
wring the specific identificmion method or the weighted sverage cost method, bess n provizion for oheolescence.

Invemtories that ore held for resale are stnfed o ihe lower of cost or met realizable value. Net realizohle value i ihe estimnied selling price in the ordinory
womree of basimess bess the extimated costs of completion, e estimaied costs to make the eale md the related fax expinses,

{z)  Properiy, plant snd equipment

Properry, plant md equipmsent we mitially recorded o conf, less subsequent socusuluied deprossadion sed fnpasirm ent lesses (Nede 2k The cost of an
amwed comprises its purchase price, my directly sttribotable costs of bringing the asset o working condition and kecation for its intended mee and the cost of
bomewed funds ssed dering the periods of construgtion. Expesidisare incurred after the misst has beea put into operation, includsng cost of replacing ot of
smch an ilem, is capitalized only when # imoreases the futare ecomomic benefits embodied in the item of property, plant md equipment and ihe cost can be
menmred relinbly, All other expendinee ix expemsed = i & mourmd

Asseis noquired wnder leasimg sgreements which effectively ernsfer substantiafly afl the risks mnd benefis incsdeninl io cwnership from ibe lessor io the
lezsge wre classified o assets under fmance lesses, Asiels held under Bnmce lemres sre inaally recorded @ mmounts equivalent 1o the lower of dhe fuir vabue of
the lensed assets of the inception ofihe lense or the present valee of the mmmmem lease payments (computed using the mie of Brerest implicit in the lense ). The
wel present value of the future mmmum Tease paymenis is reconded comeapondingly 2 u finance lease obhgation. Aseets held under fmmce beases are
wmarized over their estimaged useful lives on nstraight-line busis. As of December 31, 2013 and 2014, the cwrying mmount of nesets held under mmee lenses
wrre RMEZE and RAIBEE, respedtively.

Crashe o losies arwing from retiranent of disposal of propenty, plant ed couipmeont e Seterm med e the Eflerende between the ndl disposal procecds
and the carry g amount of the nsset and are recognized @ income or expense @ the profit or ko on the date of disposal.
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L SIGNIFICANT ACCOUNTING POLICIES (continued)
izd  Propeciy, plant snd equipment {continoed)

Depreciation i provided to write of the cost of vach aeet over i3 estEabed useful life on a straight-lise badis, afler taking inte necount it estim ated
residunl value, as follows:

Depresiatin breen
prum sy rasge from
Buildings md mprovements 510 30 yeurs
Telecommumicnions network plant and equipment & o 10 yenrs
Furniture, fixiere, motor vehicles and other equipm ena o 10 years
Where parts of an item of progeenty, plmnt and equipment have different useful lives, the cost of the item is allocmed on ur hie hases bt the

parts and each port = deprecinted separatehy. Both the wseful life of an ssset and its residunl valoe are reviewed annually.

(h)  Leuss prepaymenis

Lense prepayments represent lnd use rights paid. Land wse rights are nitially carried af cost or deemed cost and then changed to profi or loss on &
stru ght-lang basas evver the respectave periods of the mghts which rege from 2003 e 1o 70 vears

{ip  Censtructlen in pregress

Consruction i progress represents boil dings, tebecommsnications netwerk plaat and equipmest and otber eqaipeent md intengible nsseis under
comstruction md peoding mstallalion, snd is stated of cost bess mopaarment losses {Nofe 2o} The cos of an item comprises diredd costs of consdruction,
capinlzation of interea charge, and foreign exchmnge Eferences on relmed borowed fusids to the extent th ihey e reganded a8 m adpsement fo intenest
charges daring the peniods of comstruction. Capitalizntion of these costs censes and ihe comstraction m progress & tmnsferred to property, plant and ecuipmient
vl intamgible wisete when the asset is substantinlly rescy for e intended use.

o deprecimtion is provided in respect of comstruction im progress.

0 Gosdwill

Goodwill rrpresents the excess of the cost over the Group's mberest n the fair value of the nel scel: scquired @ ibe COMA business (3 defined m MNole
10) noquisition

Goodwill i stated w cost less any accumu lated impagm ent losses. Goodwill & albocated 1o cash-generating units wnd is tested anoually for impatmment
(MHete 2inph On disposal of 0 cash generning usit during the yenr, any mtributable amount of the gesdvwill ds included is the caloulation of the prafi or loss on
dispasal

(k] Intengible praets

The CGiroup's intan gikle nesets comprise comput fi mnd cust Imtsomships noquired in the COMA busmess acquisition (Note 11}

Computer softvwere thal s nol on mbegral part of my Hagible assols, 1o recorded al cosl bees mabeeg) luded amertizalion and mpamment losices
{Mede 2in)k Amortizaiion of computer sofi is caloalated on o sormight=line basis over the estimated useful lives, which mainly mnge from three 1o five
VEEE

The catomner pelalionships aoquired im the CDMA biesiaces acquation we recorded & the pogaisiton-date fair vakie md mmonized ca » aright-lise
basis over the expedied customer relaticaship of fve years. By the end of the expecied customer relsticaship peniod, fully atized cust relseon shiy
were wrigen off
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L SIGNIFRCANT ACCOUNTING FOLICTES (soatinsed)

i Tnvestmenis

Investments in svailable-for-sale equity securifies mre curied ol fadr value with mny change i fioir valoe bemng recognized in olber comprehensive income
avdl nccumulided separately i cquity, For imvestments i ovallable-for-sale e ity seosrities, o sgnificet or prolonged declin in the fair vabee of thar
mvestment below its cost is considered to be objective evidence of mpaimaent. When these mvesiments are derecognized or inpaired, the cumulative gain or
loew previcmsly recognived in ather eomprehensive meome i peecgmized m peadit or loss, In ity wsee that dio mot beve o queted narkel
price in an active mmrket and whaose fuir valoe conmol be relinshly messored wre siated ui cost bess npainment losses (Mote 2{n)).

(ma) O eratin g bisse charges

Whiere the Group has the use of asorts held under aperatmg brases. paymients made under the leases are changed 1o profit or loss i equal metalln s
aver the sccountisg periods covered by the bense term, except where mn aleemative basis is more representmive of the patiemn of beneliis 1o be derived from she
leamed mswet. Lense moentives received are recogmized m prodit or loss as an integral part of the ageregate net lease pay ovents made. Contingent rentals ane
charged 1o profit or loss i ihe sccomnting period in which they ore incusred

{n)  Tmpwicmest
(it Impasment of accounts mnd other receivables and investmeats in equity secorities cravied af cost

Accounts and sdhér recervables smd investsnents m !m'ily securitiee carmed ol ol are revicwed & the endd of each rapertmg penod le determme whelber
there is objective evidence of impasment. Ohjective evidence of impaiment includes observublie dutn that comes to the aitention of the Groop about one or
more of the following loss events:

. significant fanancial difficully of the debior:

" a beeach of contract, much as & defauli or delmquency in inberest or prancipal payments

" il becoming probably st the debior will enter hankrugdey of other fmoncial reorganization; and

. sigailicant chmges i the technelogical, market, sconomic or kgal cavsonm el thid kave an adverse effect on the debitor lsaser,

Thie impairment logs for acconnts und other receivables 5 meamsred ae ihe diflorescr between the ssset's curviag mmount md the estimabed fulsre cash
fhowe, discounted u the Finnncinl nsset"s original effective mberest rate where the effect of discounting is muterinl, s is recognized s m expense m profit or
o

The impairment loss for mvestments i eiquity secarilies cemied m cost is messared ns the difference between the nsset's cormyimg mmount md the
estimuded fiiture cash flows, discounted t the curment market rte of retam for a similar finmcinl asset where the effect of discounting is material. md i
recogmized ns an expense i profi or loss.

Impairment losses for accounts and other receivables are reversed through profit or bose if m o mbsequent period the smount of the impainment losses
decrenses, Impaimsent losses for equity pecuritics carvied o ool wre nol reversed

i} ImpaEment of long-lived nssets

The carrying mmounis of ke Group's kng-lived asseds, mchdmg property, plmd and equapment, miangible nssets vath fmite nseful lves mnd constection
i progrees are teviewed periodically 1o detemmime whether Shere ie any mdcation of impaiment. These assts are lested Tor mnpaimment whenever events or
changes im circumstmnces indicite thet their recorded comy ing mmousts mny not be recoversble, For goodwill the impairment tesimg i performed mmually s
wach vear end
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L SIGHNIFECANT ACCOUNTING POLICTES (continwed)
() Tmpairmest (contiued)
) Impalrment of ng-ved assets (contmued)

Thee recenerabde senoen! of mn asset or cash-general g ani o (e greater of its Guie vabse bees costs of dispoasal imd vabue inose, When m weset does not
gemernte cash flows brgely indepesdent of those from other assets, the recovernble somount i determined for the smolledt group of sssets that genernies cash
wmiflews mdeprndmmily (Lo, @ cash-genorating wni), In determining the value @ ver, expected futire cnsh (lows gemerated by the assets are ducounted to ther
present vilue using B pres-tux discount rde tht reflects cumrent markcet pssessments of time valoe of money md ihe risks specific 1o the msset, The goodwill
arising frem o business combnation, for the purposs of mpaimment testing, &5 nllocated bo cash-generading umits that are expected to benefit from the synerges
of the combmmion,

An mpairment loss b recognized if the carrying amount of an nsset o its cnsh-generaling uni excesds ite estimaled recovernhle smsousil. Impairment
loss 15 recognized ns & expense in profi or loss. Impasmient loss recognized im respect of cash genenting unis is allocated first to redce the camymg. amoont
af my goodwill sllocabed 1o the uaits and then 1o reduce the carving smousits of the oiber sacls in the unit {(group of unia) on o pro rats b,

The Group mssesses of the end of each reporing period whether there is my indicafion that an mpaimment koss recognized for an oeset @ prior years may
w0 bonger exiel, Am impaamment loes 3 reversed i there has been o Gsvorsdile chan ge m the estimades vaed 1o delorming the recoverable mmount. A sbsegeeml
imcrease in the recoversble mmount of an assed, when the cincum dances mnd events that led to the write-down cease (o exist, is recognized ns an income in profiz
or loga, The reversal is redo ced by the e ount that weabd have been recogn ized s depreciation and smortization had the write-dovn not ocourmred. An
Enpairment loss in respect of goodwill is mol reversed, For ibe vears presented, no reversal of impaimm ent loss wis recognized in prafit or loss.

{0} Revemwe recognition
Thie revenue recognition methads of the Groap ore as follows:
Gy Revenus derived from loeal, domestic long distmce sad mlemational, Hong Keng. Macas sd Tabwan long distance usage sre recognized as the
mervices wre provided,
{i}  Fees recemved for wirelme installatics chirges for periods prior to Janeery 1, 2002 ere deferred mnd recognized over the expected oastomer
rebationship period The diree coste associated with the metallation of wirelime services are defirred 1o the extent of the matallation foes and

mmortiped over ilse sume expecied tastomer relationship period From 2012 cavwnrds, since the mmounts of fees received md the msocimed direct
costs meurred are insigaificant, ibe foes avd ancociated dinsct costs are not deferred, and are recognized in profit o ks when received or incurred,

it} Monthly service fees are recognized i the month derng which the services are provided to customers

{ivl  Hevenue from mle of prepaid calling cards sre recognized s the cands are mied by costomens,

vl Revenue derived from value-added services is recognized when the servaces are provided 1o customers.
Revenus from vakie-added services mowhich no third panty service providers me imvolved, such ax caller desplay snd Internet dala center services,
are presented on @ gross basis, Revenues from all other valse-added services sre presented ca either gross or net basis hused on the nesessment of
ench mdivideal amangement with third parties. The following fectors mdikate thal the Group i acding as principal m the armmgem este with third
parties:
il The Growp is responsthle for providing ibe spplications or services desired by oust %, and tabes responsshility for falfillment of ondered

mpplicatican or services, ingbading the sceeptabibiy of the spplicalions or services ordered o purchased by cusomens;

i The Group eakoes tibe of the mventory of the applicasons before ihey are ordered by eustomens;

i) The Group s risks and rewards of swmnership, sech as rake of loss lor collection from % affler ipplicaticns ar services ane
provided to customers,
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L SIGNIFRCANT ACCOUNTING FOLICTES (soatinsed)

v} Revenwe recognition (contimed)

il
{wii}
{viin
(3]
il

i) The Group essblishes selling prices with cusicensrs;

vi The Growp can modify the mpplicaticns or perfonm part of ke services,

wi The Growp has discretion in selecting auppliers used to fulfill m order; and

witp  The Growp determ imes the nature, type, charscterstics, or specilications of the applicalions or services.

I magorsty of the mdvearors of riske sd responsibalitics exae m the arsgoments with thind partics, the Group & scting @ o priscipal s have
exposure to the significant risks sed rewsrds nssocinted with e rendering of services or the sle of mpplications, md revenues for ibese services
are rrcagnised on gross basia, If magority of the ndicsors of rsks and respoastbilities do not exis m the srangements with thrd pasties, the
Ciroup &5 nofing ns an g ent, mid revenues for ihese services are recognized on o net husis.

Fevenus from the provision of Infernel and telecommanications nétwork resource services are recogniced when the services are provided 1o
cuslomiers,

Insercomnection Fees from domestic mad foreign telecommunicmions operntors are recognized when the services are pendered as mcssured by the
minutes of traffic processed.

Lenss income Trom operstmg basee io recogaized over the torm of e s,
Revenus derrved from mtegraed information applicalbon srvices o recogmized whin ibe services are provided 1o cuslomens

Snle of equipment is recognized on delivery of the equipment to customers and when the significmnt risks med revierds of ownership md title hove
bean Erunsferred fo the ¢ %, Revenus fineen ropasr and masnt ol equip i recogniced when the service is provided 1o cuslomens.

The Giroup offers pronsotional packages, which invelve the bundled sales of erm imad equip ¢ {meohile hendsets) md ielecommumicabions services, 1o
customers. The fofal contract considerndion of a prom otional package is alloculed to revenues generated from the provision of telecommuniea ions services md
the galés al terminal equip using the resitdusl method. Under the sealdanl method, the tot] contract uleration of the & i all i s
fodlows: The undelivered component, which is the provision of felecommuni cmions services, is measured ol Fair value, and the remninder of the contract
considention is allocuded to the delivered component, which e the ks of terminal equipenent, The Group recognizes revenses genernted from te delivery
mnd snlbea of the form ol equipment when the ke of the terminsl equipment is passed to the oartomers wh revesues genemied from the provision of
telecommunictions services are recognieed based upon the sctual ueage of such sorvices, During each of the vesrs in the deree-year period toded December 31
2014, m substantial portion of the tolal contmot consideration is allecated 1o the provision of telecommunications services smoe the terminal equipment i
evpically provided free of chmge or i nnommal amoundt to promote the Group's core bisiness of the providon of lebecommunications services, mnd the fair
valie of the telecommunscation services spproxnates the total contrect consid emtion.

ip)  Advertldng asd promotlon expense

Thir gosts for advertismg and promotmg the Group’s telecommun ications services are expensed o mosmed. Ad

. which s

& mnd o

wmcluded i eelling, genernl and sdminisirative expenses, was RMEBEZ.905, RMBI6,490 and RMB26,122 for the vears eaded December 31, 2012, 2003 and
1014 respectively, among which, the costs of temmimal equipment affered @ part of a promotionnl package 10 our customsers for fee or af @ nominal smount 1o
premeds ibe Group's telecommundcalion sorvics amounted 1o RMBZ21, 75, RME22, 795 and RMB15.340 for the yenrs ended December 31, 2002, 3013 mnd
1014 respectively.
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L SIGNIFRCANT ACCOUNTING FOLICTES (soatinsed)

(g} Met finance cowix

Net finan<e costs comprise interest ncome on bank deposis, interest costs om bomrewings, and foreign exchinnge gains and lanes. Imleres incom e from
bk deposdte ix pecognized as 3 using the effective mleeea method

Interest cosds inourred im conmedtion with bomrowings are caloulated using the effective mierest method and are expensed & incurred, excoept to the extent
thid they e capitalized i being directly mirdbutable 1o the o of an sewel which necesanly taliew & substunianl perisd of Hme 16 get ready for ite
aviended use.

iF)  Rewewrch amd d evelspment oxp onie

Resemch mmd developmient expenditure i expensed as incurred. For the years ended December 31, 2002, 3013 mnd 2014, research and develogmeng
expenss was RAMBEOE, RAMBGI0 snd RMBSOT respectively,

{5}  Emplayee hemelits

Thie Group's costributions 1o defined contbution retirement plans odministered by the PRC government and defined contribution retirem ent plams
scknmistered by independ | partics wre secogaized an profit or les ms incurred. Fusther informntion o set out m Note 3,

Compensalion expense m mapedt of the stock spprecialion rights granted is scenied as a change 16 the profil or loes over the applicable vestiag ponad
based on the fair valoe of the stock appreciation rights. The linbility of the accrued compensntion expense i re d o fir value o the end of each
repodting period with the effect of changes in the foir valee of the labilty charged or credited 1o profit or loss, Fusther details of the Grosp's stock appreciation
rights scheme e det ol i Node 34,

it Tnteredt-hearing horrewings

Interest-benning bomowings are recognized mitinlly at foir value kess minbutshle tmmsaction costs. Subsequent to i ilial recogn #ion, mberest-bearm g
bormawisgs are sadod ol amortized cos with any difference b the indtiadly smeognized and the redemption valus recognized in profit or bass aver
the pericd of the bomowings, together with my mberest, using the efect ive mterest method.

)  Accounty snd siher paysbles

Accounts and sther payables wre inilsally recognued of faar vaber and ik
mmuierinl, in which cose they sre stafed of ol

i

stated al tzed cost unless the effect of discounting would be

%) Pravidlons and centingent HakiBeles

M provision is recognized in the consolidaled statement of financial position when the Groop has a legal or constructive abligation as amesuk of o past
wvend, and it 15 probahle that s outflow of economic besels will be required to seftle the obligation, Where the time vahee of money b maerial, provisions a
stuted at the present vale of the expenditare expected to settle the oblignion.

Where & bi not probubile thi an eulilow of ecomom ic benefits will be required, or the canmol be ool A reliably. the obligaion & disclosed ns a
comimgent lishilsty, unless the probability of cmiflow of economic benefiis i remode. Possible obligations, whose existence will only be confirmed by the
acfusTen<e or pon-occarrenee of one or mere fifure evenls, are aleo dasclosed as contmgenl liabaligies wnbess the probability of sutflow of coomomis Benedils =
remoie,

F-18

147/198



EDINETOOOO
OO000oO000OO00D0DO000DO000nDOodnoE.s27)
oOoOooodn

Table of Contents

CHINA TELECOM CORFORATION LIMITED AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Al BemninkE amounts in millions, excopl per share data and except otherwioe staled)

L SIGNIFRCANT ACCOUNTING FOLICTES (soatinsed)

W) Tneeme tax

Income tax forthe year comprises current tioe and movement in defermed tax assets and lishilities. Income tax is recognized im profi or loss cxcept to the
etent that il relates 10 dieme secogaized b other comprehensive incoene, of direetly in cquity, in which case the relevant mmonts of tag wre recognized & other
com prehensive meome or directly m equily respectively. Cumrent tax is the expected i payable on ibe tuxoble income for the yemr, using tax rabes emacied or
mabstmmtively cancted m the end of the reposting period, mnd any adgustment 1o lux payable in repet of previeus years. Delemed 1o 1s provaded uaing 1be
balsce sheet linhility method, providing for all temporeny differences betwesn the comying s ounts of nsseis and lishilities for finmcinl reporting purposes
wivd theer tax bases, The ssoust of diferred tax ie calealated on the basis of the enacied or subdantively mnacted ta raes thal s expecied to apply n e
period when the nssed i renlized or ibe linhiliay is settled. The effect on deferred ta of my chmges in tac rates is chirged or credited to profit or loss, except
for the effect of a change n tax rabe on the comying amount of deforred taoe assets and lmbilities which were previossly recognized in other comprehiensive
imcome, in mch case the efect of nchmg e @ ey mic is also recogaized i other comprebensive incoene,

A deferred bax asvet is recognized only 1o the extent that § is probable that fubsre Enxable income wall be available agamst which the asset can be utilized.
Deferred inx sseets are rediced 1o the extent ks & i3 no longer probable thai the relded 1ax benelit will be realized

Dreferred 1ax limbilities are generally recogn ined for all beable temporery differences. Defermed tux linbilities are recognized for taxabde tempormry
differences sesncited with investments i arheidiries sl nesociales, except where the Group (s sble to control the reversal of the temporary difference and it
15 probabile thad the temponry difference will ot reverse in the foreseenble foiure.

=) THldends
Dhvedends are r!mgniu'd u::lilhih'qr i e prerod in which they are declared

) Related paribe
) A person, or aclose menber of det pereons family, = relted to the Group of the person:
1] tins controd or joint oon ol over the Croup;
[{T1] hins mignificnnt infleence over the Grougs or
fmd 15 amember of the key mmogement peressanel of the Growp or the Groap®s parent.
fhi  An entty 15 relabed o the Grospaf ey of the followmng conditions applws:

{ih The entity mnd the Groug whe members of the same groip (which means that cach parent, subsidisry md follow subsidiary 15 relabed 10 the
otberak

{id) The entity is mn nsocinle or joind venfure of the Group (or an essocinte or joint venture of n memberof n growp of which the Group is o
mamberk of the Gromp ks an associale of joml venture of the entily (of mn associale o jomd venhire of & member of o group of which the
ity is n memberl

(i} The entity snd the Group are ol ventures of the same third party:

{iv]  The entily is n join vendure of a thard entity and the Group i an sssoctate of the third entity; or the Group is a joint venhire of a third entity
s the catity i5 an pssocite of the third cotity;

v The enfity is controlled or jointly controlled by o person dentified m {ak

ivii A pereon idemdified m (o}i) hos significant influence over the endity or is @ member of the key mamagement persoomel of the entity {or of o
parend ol the entiy )

Close members of the family of a percon are those family members who may be expected to inflsence. or be mfluenced by, that person in their dealings
wills the sneity,
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L SIGNIFRCANT ACCOUNTING FOLICTES (soatinsed)

(f)  Hegmental reporiing

An operaling segment is o componend of on emlity thi engages im business activities from which revenues are emmied and expenses are mourred, ond iz
idemnified on the basks of the ntermal financial reports da are regularly reviowed by dve chiel opembing decision ninker in onder o allocate ressence asd s
performmnce of ihe segment. For the periods presented, manngement has determined that the Group bas one operaling segmient ns the Group is only engaged in
the integred telecomnmunicmiand buknes. The Group's nssets locabed omtidde madnkind Chna md sperating revesues derived from activities outsede
muinlmnd Chino ore bess than 10%% of the Group's mesets ond opernting revenues, respectively. Mo geogmphicnl srea mformmtion has been presented ms swch
mwouml 3 immadoriol Mo single extemal cugomer aceounts for 10 perconl or mose of the Oreap’s operaling fevense,

L APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL REFORTING STANDARDS

The LASE b maued 8 sumber of new and revised IFRSs that sre effective For noconnging pericd beginning cm or afler Smunry 1, 2004, The Groap bas
applied the following new mlerpretation and amendments to IFR3s that are effective for the comrent year:

«  Amendments (o [AS 32, “Offsettng Fimmncinl Assets ond Fimewcinl Liohilities™

= Amendments 10 [AS 36, “Kecovernble Amount D sclossres for Non-Faancial Assets”
= IFRIC 21, “Lévied™

Thie Group has mol vel applied any new and revieed standsd or mierpectalion thal is sol vet sffective for the cement accounting pericd (Mote 37

Amendments to TA% 32, = OfFeetting Flaasckal Asiets and Financial Liabilities”

Thie amendments to LAS 32 clorily the reqaremonts relatimg 1o the offect of fmancinl assets md finmcial liabilities. Specafically, the smendments ¢larify
the critériom thag mn entity “curmently hins o legally enforcesbile right to set off the recognized mmounts™ and “intesds either 10 settle on s pet biss, or 1o realize
the nssests and seitle the liability sanubianecusly™. The application of the smendments has no significont Enpact oo the Grosp ‘s consolsduled finacial
sl

Amemdmenis to LAS 38, "Recoverable Ameunt Disclesures for MNom-Finamcial Asvets™

The s endments to [AS 36 remove the roquiresaent 1o discloss the recoversble mmount of & cush genording ung (OGU oo which gesdwill or olber
miangible nesets with mdefnite wseful lives hnd been allocated when there bins been mo inpaimment or reversal of impaimment of the relabed CGU. Parthermore,
the s endments niroduce addaional diselosire requirements spplicable to swhen ihe recoverable sneant of mn asset or a COU 18 messred o fasf vahie less
cosis of disposal. These new disclosures inchade the fagr value bierarchy, ey mesumpdices ond vabisios techniques nsed which are i bine with the disclomure
required by [FRS 13 Far Value Messurements. The application of the mmendmmis has ne sgnificest @ pact on the Oroup’s consolidmted finmciol siatemmite.

IFRIC 21, “Levies®

The intenpretagion defimes o levy s payment 1o 8 govemnment for which m entity recelves no specifie goods or services, A liabily i recognized when
the obligating evenl ooours. The obligating event is the activity that triggers payment of the levy. This is typically specified i ibe legisation that imposes the
levy. The application ol the misrpretation has no denificml Empect on the Croups consalidated famclal dalemenla.

F=20
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4, CASH AND CASH EQUIVALENTS
Dnmembier 31,
1315 L4
Cash af bank smd m hand 14,639 18660
Teme deposits with orgginal maturity withis iheee months 1431 1776
16,070 IAEE
L ]

18 ACCOUNTS EECEIVARLE, NET
Accounts eceivable, net, are salvzed ns fol lows

D embian N1,
Har —IONL mid
EME HME
Agcminte receivable
Third pamtics ) P B L
TChina Teleoom Group 1] 39 39
Ogher ek muniiai % w i the PRO 536 fihd
22220 4040
Lass: Allowimee for doabifial debie !E.IWF !LI-TEJ

20,022 10562
Neole:

[1}] Chinn Telex icicms L iom ixgether with ils subsidinries cther thm ibe Group se refemed to ns “China Telecom Group™,

The following table mumnmarizes the changes in allowance for doubtful debds for each of the years in the three-year period ended December 31, 2004

Vear end ol Usrrmaboar A1,
HMEH ERER BN
At baginning of veor 1wz L0 198
Impairment losses for donbifal debas 1624 1,740 2078
Ascounte receivable watten off jl Sy 1].5563 !I.'-'Dﬁ:l
Ar end o y eur 2024 LIgE  247E
e e

Mgeing mnlvais of sccoants receivable from telephone snd Intemet subscribers is as follows:

T il 31,
13 L
FME FME
Current, within 1| month ILEBT 10273
1o 3 monthe 2438 2600
4o 12 months 1,784 1E6S
More than 12 mesiths 455 (0]
16,457 15398
Less: Allowmmee for doabifal debis (2123 _(L555)

14,473 14.043
[ PR
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5 ACCOUNTS RECEIVARLE, NET {comtinwed)

Ageing malyais of stcounts receivabile from other telecommunications ependers sad enterprise custom ers 5 as fallows:

e e,
1013 B4
HMB EHME
Current, withis 1 month 24316 3012
1o 3 monthe L16®  LA6TR
410 12 monoths 1302 1,924
More than 12 moaths TIE L0I7
5613 T2
Less: Albowamce for doabifal debis (78] {1233
5547 1519
Ageing mnbysis of sccounts recervable that are not mpured 1= 3 follows:
Dnwmabior 31
1% 2004
RME EME
Nl past dse 17839 19408
Lezs thin | moath past due 1,208 13456
1 ta 3 months past doe 977 TR
Amotts past dug 18F 208
20,022 21262

Amounts doe from the provision of telecommuonicntions services to custoneers are genernlly de within 30 days from the dute of hilling.

6 INVENTORIES
Invemtories represent:

Tierom ber 11,
aiig A0
BB FME
Mnferinks mnd supplies k] B
Goods far reanle SEIE 3436
6513 4215
T PREPAYMENTS AND OTHER CURRENT ASSETS
Prepayments md other curren s=sets represent:
Tiermbior 31,
k) 20k
BAMB BME
Amousis due from Chine Telooomn Groap 1,057 BlE
Amounls due from other lebecommunicalions operators m the PRC 4T 414
Prepaym et in ctian with © clioe work smd equipment purchases 1,213 (K
Prepaid cxpenses mvd deposits LALE 3398
Vg nedided b veceverable ELE T
Other recervables 2070 2084

7569 10,381
— ——

Fezz
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8  FROFERTY, FLANT AND ECUIFMENT, NET

CostTheemed cost;

Balance nt Jmunry 1, 2003,

Addzinas

Trunsferred from construction in progress
Dusposals

Reclnssificution

Bulance ui December 30, 2003
Addzinas

Trunsferred from construction in progress
DHspasals

Reclussificntion

Eulance ut December 31, 2004

Axcumulaed depreciation md mnparment:
Balange o Jeuary 1, 2003,
Depreciation chmrge for the year
Written back on disposal
Reclussification

Bulance ui December 31, 20058
Depreciation chonge for the year
Written bk an dispoeal
Reclassificulion

Ealance ut Decembaer 31, 2004

Mol book value wit Decembeer 51, 2014

et book valse mt December 31, 2013

% CONSTRUCTION IN PROGRESS

Balange ol Jmuary 1, 2003,

Mdditions

Translarred prop .p|-1l i cquif
Trunsfermed to ntmngible pssets

Bulance ui December 31, 20038

Adhlzions

Transferred to property, plant md oquipment
Tranelerred 1o minngihle asicts

Balance at December 51, 2004

1, GOOIYWILL

Cost:

o dwill arieng from acquisition of CDMA bosiness

Farnitere, fiviars,
Tl v s s i i i vehile
HaMimgs il mrweal plann il ke
hlzn--h -d=='=|-l =2' i Tutal
nam [ EME HAT
e ] 911459 6009 910589
60 L3367 P35 TBED
2926 35424 1,494 62,844
{65TE (14215} (1126} [IEADE)
Gl {174} 114 —
G541 E35R60 1B TG 955617
26 (Bt} o3 2683
2661 57880 1497 62038
{602} (74688} {1670} [TT.000)
[E1] &7 {63} —
0154 E20.373 1EEI1L 4TI
(PG48} (4819321 (18625} (RELE ]
(4776 (56,794} (2.X94) (63.864)
L1 13,815 1037 15306
(21 1 23} =
(h0LE05 ) {5 24863} (15008} (5852763
(4.735) [55.68T) (2.266) (61688
m T35 1558 Ti.502
2 (T 5 —
[AERET {50 T06 ) [ROLG]1 0 (STA462)
25,408 310,167 8,201 ITIATE
54,506 F10,967 8450 3T4. 040
A
ITI00
TR
[6LEM)
(2863}
4157
74,585
(HL03E)
3.523)
33,181
T rmmbier 11
FE] 2014
RME EME
20917 198917
 — —
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W, GOCIYWILL (conting ed)

O Cietehier 1, 2005, the Greup acquired the CDMA mobale communicagion busness md relaod aesets and lrabilitics, which als meladed the entre
ety interests of China Unicom {Macm ) Company Linited (currently known as China Telecom (Macon} Company Limited ) mnd 59 3% equity interests of
Unicom Hisasheng Telecommunicalions Techmology Company Lmited (currenily known & Tianyi Telecom Terminals Compmy Limited) (collectively the
SCEAMA besiness' ) from Chins Unicom Limsied snd Chins Unicom Comporation Limged {oollectively “Ching Usicom™). The porchase price of the besmess
com bmatson v RAMBAZ, 800, which vas fully settled as of December 31, 2010, In addition, purssant o the scquisition agreement, fhe Group acquired ihe
custnerrelaed nasets mmil d e relnted linhilities of CIXALA busi for nnet senb i mi of RAIEE 471 due from Chine Usicons,
This mncant was subsequenily sefiled by Chmn Unkom m 2009 The basimess combinalion was sccounted for usmg the parchase method.

The gesbwill eecognized i ke busness combination is attribatable to the skills and technical talent of the acquined busingsa s workforee, and the
snergies expected to be achieved from integrating md combining the CDMA mobile commumication busmvess inbo the Group's telecommunications basiness.

For the puspois of gocthwill wmpaisment lesting, he goodwill ensing frem the acdquasition of CDMA biss s all d1e the appeepride
cush g enerafing anit of the Growp, which is the Group's telecommumicmtions business. The recovernhle amount of the Group®s telecommunications basiness is
witimded baied on the valur in wee model, which consdders the Group’s financinl bedgets covering o lve-vear pervod and & pro-tax dsscouns rale of 10,3%
{20132 1006%). Cnzh flows bevond the five-yenr peniod are projected to perpetaity o onnunl grensth rete of 1 3%, Meneg ement performed impairm esd tests for
the goodwill and determined that goodwill wae net inspaired. Management believes any reasonabily possble chmge m the key assamptions on which the
recovernbbe smoumnt is based would not cause iis recoverable mmount o be less (b oy ing amous.

Key nesusnptions used for the value in uee culoalation medel are the sumber of sebecrihens, wvenge revenue per subscriber and gros mggin,
Manag; q determ ined the ber of subsonbers, mvernge revenae per subecriber and gross mangin based on histonical trends and fim cinl inforosaivon and
operational dais

1. INTANGIBLE ASSETS

Compuier Tk ooy

uhoms  duindiys _Tad
RME RME FME
Cost:
Balance m Jmuary 1, 2003 14,588 11,238 25226
Addions A6l — AEL
Tranelerred from construgtion in progress 863 — 2463
Diisposalsfwritien-off @221)  (1123% {10459
Balance at December 31, 2003 18,081 — 1081
Addiions iTe — -
Transferred from construction in progress 353 - 523
Trisposals {239} — (235}
Balance ot December 31, 2004 F1,753 -— 21,753
Agcumulsed amortizalion ssd i pameenl:
Balance m Jmunry 1, 2003 {7458) 9.554) (17012)
Amortiradvon charge for the yeur {1,787} {1631 (4471
Written back on disposal written-odf 159 11,238 10437
Bulance m Drecember 31, 2013 {10, 046) — [RLXR L]
Amortization churge for the year {2,923} —_ (29233
Written bk on disposal 200 = 200
Balunce at December 31, 2004 {12, TE5) = (13 ThE)
Mot book value wi [ecember 30, 2004 .58 — 5054
Mt ook vabie s December 31, 2013 S — BAMS
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12, INTERESTS IN ASSOUIATES

Unlisted eqpity investements, af cost e Ane
Share of post-scquisition changes n met assets &77 EBT

Thee Giroup'e inberests @ associadee are necounted for under the eqaity method and are mdividuadly and in sggregate nol maderial o the Groug's fnancial
position or results of operations for all pericds presented. Details of the Group's principal nssocintes mre as follows:

At ikl s
sty
S o all v sy i s Primeipal antities
China Tower Corpomition Limited 0. Construction, maintenmoe aed operation of telecommunications
towers s well as ancillary facililies
Shanghni Information Investment Incorpomiion M Provigion of information tecknology consslimscoy services

The above associabes e esfublished m the PREC and are nol traded om any sock exchange.

Summwriced financial mfcrmation of the Group's primcipal nesociates nd reconciled to the comy ing smesnls o the Grosp's consolidaled fmancial A atem onls
wre discloacd hiebow:

Chin s Towmr
e r athan
Lirnived
Tyld
FAME
Current masels G 5TE
Nom -turrend asseis 154
Corrent liabiliies 4
Woom ~-rurmrend linbilities =
Operaling revesues -
Loss for the vear (114}
Other comprehonsave memne log e your ==
Total comprehensive inoon ¢ for the year {114y
Lividend received from the nssocine —
Reconciled (o the Greup's interests in the asseciate
Net mseis of he misetine L
Wem-controllng, interests of the associnle -
o effective iorest in the asocisec R
Groups share of met mesets of the associnte 2955
Camrying mmount of the associnte in the consolidated fmancial stab ts of the Grouwp 1556

Chinn Tower Corporniton Limited was et up in Jaly 2004, 50 no com perative figures ore presented.

P23
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12, INTERESTS IN ASSOUCIATES (comiimued)

R angh mi Iaformatian
[aveanme Eararpos athan
el b 04
st EME
Currenl msels 5,721 6309
B et sty 7683 7
Current lishilies 4,795 4587
S guprest linhildies I 165 3650
Operating revenues 3.7 L
Trofie for the yer 167 36
ther comprehensive inomme for the year (1 —
Totad comprehmsive incom ¢ for the year 266 136
Dividend received from the nssociate B 0
Feoneiled to the Groop's imterests in the asseciate
Wet mssits of the asociale L34 5515
Hoem <conralling, mterests of the mssociaie (1.7#3) [1.738)
Gromp”s effective mieres in the nssociale 2P TP
Grcap®s shore of aet assets of the sacinte #67 06
Curying mmount of the associnie in the consolidated fnancinl siab ts of the Crouwp 247 0
1% INVESTMENTS
D b 31,
K 14
R EAME
Avaalabile-For-sale equily secunlica L
Other unlisted equity investments x e
1,026 972
—— —
Other unlisted equity in + mamnly rep the Group’s variows mlereds in PRC prvale enterprises which are mamly engaged in the provision of

imformation techeology services and lnfemet contents.

14, DEFERRED TAX ASSETS AND LIARILITIES

Thie components of deferred ta mssets and deferred tax labilities recognired in the consolidated statement of finmncisl pazition and the movements are os
felleavs:

Amwin Linkilitien iri Halance
10 Y mia FIOE] 14 mAy
EME FME HAEB HMB  RMB HAE

Provigions mnd mmparment losses, primarily for doubtful debis 1.1%& 1471 - - 1158 14071
Tropery, plant sl ogqaipment 1,788 1431 {773y (agey 1,00% LT
Dreferred revenues and nstalldion costs 2188 423 {18%) (2™ ¥ 155
Avuilable-for-sule equity securilies = - {163 (077 _(L&X) (17T
Dreferred toe mesets/( abitees ) 3,232 29RT (1,124} (631) 2107 2204
" — ' — —— '
F-26
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14, DEFERRED TAX ASSETS ANIF LIARBILITIES (conting o)

Fleeognivisl
™
wrampd il ared
Halanress alerimt of Disperal Halwnre al
Jr—— compehmtve oa [
k] inramy Sk dideaiy ool b
L EIE BRI LLa 1
Provigwms and smparment leses, primanily for doubiful debie Lo 19 {21 1028
Troperty, plant md eqaipment TH0 3 — 1013
Dhferred revenues and matallstion coms 352 {115% —_ 237
Avnilablesfor-snle equity securnities [ E] L3 = (73
Wt defermed fac nssets 1,553 15 {2} 2204
Ercognired
=1
aam il ated
[I— Diwperal [ ——
o o o oy i o C Dvremabver NN,
inrares by 3011
BME i BME
Provisions mnd smpaiment losses, primarily for doubtful debs 43 - Lo7L
Property, plant sad eqaipment 138 (] LT
Deeferred revenues and meindlniion cosis {82} - 15%
Avartable-For-sale cquity secunities {10} — {1773
Nt defemmed tux assets % 4] 21206
e oegmiand
in
renmbd sred
Walsgie @1 ki et ol Hdaaie s
Sy 1, ek " et o 31,
114 e 2014
RMHE EME BMB
Provisions mnd impaiment losses, primarily for doubtful debis 1,071 BE 1156
Propeety, plant s eqaipment 1247 {230} 140135
Deeferred revenues snd mesinllsiion costs (L1 [LI5] a5
Availtatile-For-gale equity securilies {177) 14 {1635
Wl deferred fax assets 2196 {189) 2107
15, SHORT-TERM AND LONG-TERM DEET AND PAYARLE
Bhort-term debil compripes
D by
1% 2004
HME RME
Lomms from banks - unsecuzed %443 A Tag
Huper short-torm comm orcial papens - unscuned - 15597
{gher loms - ensecured 15 182
Loms from Chma Teh<om Group - unsecured 1206 15308
Total shom-term debt 2THET  A3STE

The weighted averuge isteres rabe of the Gromp's total short-temm debt us of Decomber 31, 20013 and 2004 was 4. 7% por mmum and $.1% per smoum,
respectively, As of December 31, 2004, ike loans from bunks sl cther losns bear isterca o raes mnging froam 4.5% to 11, 0% per annem sl are repayalile
willim one year; super shord-4erm commercial papers amounting to KMBT bilon bear mterest af u fixed rafe of 5.30®% per ansum and are repayable m March
015 while g hatches off RMES billion suger shost<eomm comm ereial papers besr interest ol a feged rate of 5.5 5% per snsum sad were repaid in January 2005
the loans from China Tebecom Groop bear mferest of rafe of 4.5% per mmam and are repayable within one yemr

F-27
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15, SHORT-TEREM AND LONG-TERM DEBRT AND FAVARLE (coatinwed )

Lemgterms debe and pavable comprises
Erorsmb X1
Inior val rabew mmed Cind maturity k] k4
HAIH FME
Bonk louns - umsecured
Renm ki demom maked Imierest rates rangmig from 3.60%% to T.04% per snemm with modurdies through 2020 ([} 1k
US Dallara den oo med Imterest Fabes rnging from 100 to 5.30% per aasum with mdurities through 2060 RES| 491
Eato dencmaniled Imterest fabe of 2,30% per mmam with maturdics throigh 2032 428 21
Oher currencies demom insbed 20 15
952 a6t

Oiher louns - nnsecared
Pt inki denom inated I I
Medaim-term nodes-unspeared

(Mote (i) 19,956
Amonnl due to Chins

Telecommuonleatlens

Corporation
- M eIl
Duferred conelderation of
Mllobile Metwork Accuisition
- Renmimbi dnomina ed
{Mede [iz)) 61,710 &L.TID
ihers — &1
Totald long-terms debe amd payable BLGES 63,000
Lews: Currend port on [E0.072h (82
Nom -parmend portion 61617 61918
Node:

(i) Om December 28, 2009, the Grosp wawed two batches of five-y ear, 10 billica RME denominated mediam-tems notes with imnnus] isteres mie of
4.61%s per snmum. These medium-term notes were repard by ke Company on December 2%, 2004,

(i} Represents the remuining balice of the defomed conederation payable to China Teletomewaicatbons Corporadics in respect of the scquisition of conain
COMA network nesets and neeocinded linbilities, which were held by China Telecommunications Corporation through network branches located m 30
provimces, municipalitees snd autoncmous regbone in the FRC on Decomber 31, 20012 {hervimadier, rfomed g0 o ihe “Mobile Netwark Accaistion”). The
{aroap miy, from time to time, pay all orpant of the defermed payment of mny time aber the completion dite without pemnlty uniil the fifth ansiversary of
the complelion date of the Mobile Netwerk Acquisition, The Group pays interest on the deferred payment to Chma Telecommun icafions Comporation o
henlfoyveardy imtervals msd ihe inferest noonses from ibe doy Following the completion of the Mobile Network Acquasition. The mierest e issei mia ®
basis pomits presmium (o the yield of the S-vear super AAA rafed Medivm Torm Notes most recently peblished by the Nalronal Association of Fimascinl
Muriced Instisationad [nvestors before the completion dute of the Mobile Network Acquisition and will be adjusted once & vear i accord mce with ibse Inst
wield of the 5-vear super AAA rabed Medmm Torm Notes miost recemtly pablished by the Nalsonal Association of Fmmcinl Market Insistutional Investors
at the end of ench yenr, The intercat mies for 2004 and 2015 wre 6.25% and 5.10%, respectively,

If the smount is mol paid when due. the Groap is required to pay the liguidalied damages on sech amount of o daaly rte of 0.03% of the amoant in amears
from (b aliy falloaving the spplizable due date 1o the dae that such amouiet hes actaally becn pald & full,
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15, SHORT-TEREM AND LONG-TERM DEBRT AND FAVARLE (coatinwed )

The aggregale maturdies of ibe Group's bong-term debd and pavable sabaeguent 1o December 31, 2004 are as follows:
RAME
1l B2
01 B2
T 61,792
s 71
Pt Tl
Theereafler B2
3000
it
Thie Giroup's shorttom and lomg-term debt and payalsle do not i any I ml oo As of December 31, 2003 s 2014, the Group has
wrtilized committed credit focilities amounting to RAIB13T,604 mwd RMEB] 30 458 respectively.
16, ACCOUNTS PAVARLE
Accounis payable sre anabysed as follows:
Dol 31, Devernban 1L,
w1 4
RME HAMHE
Third pastics G5 015 TLIEE
Chinn Telecoan Group 13,505 15,667
Oxher telecommunications operatons i the PRC 1i12 BST
31,032 ERA38
RS —n

Ameunis dige to Chimn Telecom Group are payable in sscordance with contraciial term s which are sim fie 16 ghese terma offered by thind pethes

17, ACCRUED EXPENSES AND OTHER PAVABLES
Acorued expenses mnd other poyables represemt:

Devimmbiar 31, D mpmban 3L

i 014

EME HME
Amoumis due to Chimn Telecom Group 1,550 (it K]
A dhie 1o other il ications operalar m the PRC m T
Averued expenses 14,774 17042
Customer deposits and receipts in advance 33,063 F4.0018
Trivedend payuhle 47 T
&0 535 71442

Eaxy
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18, DEFEREED REVENUES

Dreferred revemuies rep the mrmed pettion of i llation feer for wireline serveces réceived oo cunioamers muil ihe d peaticn of calling
cunds
Dhoc oo 31
L) e
HAIR RAR
Balance ni beginning of venr 445 2431
Avdd#ions for the year
— calling cards 434 7
A% 7
Beductions for the yemr
— mmenization of nemlleion fees (H60) (6
— uqenfnll"l:p;c.’tb (6IB) (%34}
Balance al end of year 24311  LESE
i w——
Representing:
— eurrenl porion 1,202 OG0

e DO ~CrTend PO iom

19 0%
2431  LE5§
o ]

Incheded in cther mescts are primanly capitalized drect costs associmed with the inssllation of wiseling services, As of December 31, 2013 and 2004, the
wnmmortized portion of theve costs was BEMEB 1172 and EMEBEIE, respectively.

19.  SHARE CAPITAL

Dicembisr
013 3004
“w TEME
Registered, nvued und flly pald
67,004,558 321 ordimmry domestic shires of BMBL 00 ench 67,088 &T.08%
13,8774 10,000 cversens listed H shares of RMEB 00 cach 13877 13877
50,931 B0.932

All ondinary domestic shares and H shares rank pa 1 posne moall matenial respects.
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I, RESERVES
Capital Thare Aratetary b Exthmge  Hiotained
ekl IPﬂ]l- FmmTes e Ve L I.E Teaal
ety A mnE eI HAm B REME
{Rate il Hate il (Note )
Balance as of January 1, 20012 17,0600 10,74 61,316 253 (BEF) 81,753 173,133
Acadivon of the Stoth Acmined Busines (Noto 1) 148) - - — — - (48]
Contribution from non-controllng mteresis 9 -— - - - - 4%
s g = = - — {380
ividends {ote 27) - - - - — (5625 (.628)
Approprsions {Note (m)) — - 1A13 - - (LAL13) —_
Total comprehemsive income for the year = —_ == (1717 (k4] 14,549 14,77
Balance ns of December 31, 2012 16,521 10,748 65,729 n: (BEEY P15 184 207
Axcisiivon of the Seventh Acgeired Compamny {Nate 1} (278) — — — — — {278
Disposal of a subsidiary R0 - — - - 11 E0
Contribation from nén-tantrallmg wierets [£h} — - — — - 141
Diividends (N ote 27) - - — — - (5433 (5433)
Appropriations (MNote [} = e 1663 = - [1.663) =t
Totsl comprehensive inoom e for the yenr — _— — 3% ™) 17548 17,781
Balance as of December 31, 2013 17,064 10,748 67301 427 (944 10204 196,805
Dividends (Note 27} — — — — — (6.198) (6.19%)
Approprisions {Note i)} - - 1680 - - i1 &80} -
Totad comprehicasive inoome for the year — — — (43) ¥ 1 7680 17640
Balangs as of December 31, 2004 17,064 10,746 55,071 Jd E-ﬂ:l 111.5E6 206251
Mode:
{td  Cwpitnl reserve of the Group represents the sum of (o) ihe difference benween the carrymg amount of the Compuny's wet nseis mnd the por vabse of ihe
Company's shires tssued wpeom its formatics; and (b} the difference betwoeen the considerntion paid by the Group for the entitics acquired, other than the
Fifih Aceuired Cirvap, from Chinn Telecommunications Corporation as described ia Note 1, which were nccomnted for ns equity irmssctions as disclosed
im Mote | to the financial statements, and the historicul caryimg amount of the net assets of these acquired enfities.
The differenoe boiween (e considerntion pasd by the Group mnd the historigad carmyimg mmount of the net sssets of the Fifkth Acguisition was reeorded ne
a deduction of retaimed eammgs
i) Other reserves of the Group represenl priminly the change in the Tair valug of aailable-Tor-snls equity secuntics md the defermed tax Nabdlbes
recognized due to the change @ fnir valoe of nvailable-for-sule equity secarities.
(iE)  The statulory meserves condlet of datutory surplus reserve and discretionary surplus reserve.

According to the Compay s Articles of Aseocintion, the Company is required to tmnsfer 10%a of its net profit, & determined in sccordance with the
Jower of the mncant determined under ihe PR Ac ing Standmrds for Business Enterprises and the smosnl determined under IFRS, to the satslory
surplus reserve uniil mech resorve balance reaches 0% of the registered eapitnl. The tranafer to this reserve must be made before disribution of any
dividend to sharebolders. For the vesr ended December 31, 2014, the Company transferred RMEB 180, being 10%% of the year's met profit determined in
secordance with IFRS, to this reserve. For the yerr ended December 31, 2003, the © ompany translerred BMEB 1663, heing 107 of ibe vear's net profi
determined in accordan oo with lke IFRS.
Thee Compaemy did mol tresefer ey diseretioney surplus reserve for the verrs ended December 21, 2004 mnd 2013,
Thie statuiory und discretionary sanples reserves are non-distribatable other than @ lguidaiion aed oo be used to make good of previous years® losses, if
-m-' and may be utilized I'n-r bizsm e expamsion o convened into share capitad by buing new shares 1o exisimg shareh olders in proportion 1o their
holdings or by imcrensimg the par value of the shares currently held by them, provided that the remnining reserve halance after such isnse is ol less
i 25% of the registered mnl
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I, RESERVES (rontimped)
Nate: {comimaed)

(vl Acconding 1o the Company ‘s Artiches of Awocialion, the

of redatsed ings available for distribution 1o sharcholders of the Company ix the

Jower of the compmny the mnount deberm ined in aocordmnce with

the PRC Accoumting Standnrds for Business Faterprises mnd the mmoant determined in

accordance with IFRS. As of Decembier 31, 2003 and 2014, ike

ol regamed mgs availabde for dastribution was EMBS.341 md RMB3.2124

respectively, being the amount determined in accordesnce with IFRE. Final dividend of approximmutely BMEB 6,085 in respect of the finmcial year 2014
proposed after the wnd of the reporting period bas not been recognized as a liobility o the end of the repertng penod (Note 27).

1, OPERATING REVENUES

Cperating revenues represent reveaues from the provison of el Hons servicen. The componenis of ibe Group's eperating revenues are i
fodlows:
Year mied Deramber 11
Haiw iz 08 a4
RAME TRE [
Wireling vaice (i 43,368 3§63 33T
Mobile vaice {ip 49,066 38217 34673
Intesmet iy E7.e62 381 112431
Value-ndded services () 31137 36,230 a1y
Integrated miomation gplicatica servaces (vh 3081 15233 16939
Telecommumicalions network resource services md lease of network equipmsent [} 15,737 17,585 17,332
Others {vilp 3L 46,20 41013
13076 321,584 34304
Nede:

Before June 1, 2014, most of the Group’s operating revenues were subjed to busimess b bevied ol rubes of 3%, and rebevant husiness tax was st off
sgand operaing revenues Purssand to the Nolice on Covering Telscommunbtalions Industries wnder the VAT Reform (Casshud [2014] Meo43) jointly ismed by
the Minigiry of Finance mnd the Stite Adminisiration of Tmcation, from June 1, 2014, the pilot progremme of replicing basiness taoc with VAT iz ectended o
gover the tolocommund cations mdisstry, The VAT rate for baade telecommunications services (incloding volse beation, lease or sale of network
resounces) is 11% while tee VAT mbe for volue-ndded telecommunications services {including [ntemet nocess services, short mnd mubimsedin messnging
wervices, lranem ission s applicalion service of ebecironic dita and information) is 6%, and VAT i excluded from operaimg revenises. With effect frean June 1.
014, the Group is no lemger required 10 pry basines tax of 3% on telecommunicn fons services,

{i}  Represent the aggregate smnount of monibly fees, leoal winge fees, domestic bong distnnce usage fees, infermtionsl, Hlong Kong, Mocon md Taswees loag
distance wisge frees, mlerconnections fees and installation Fres changed 1o castomers for the provision of wirelne eelephony services

(i} Hepresent the ngerepate mmossnt of monthly fees, lecal woage fees, domestic bong distonce usage fees, intermationsl, Hemg Keong, Mocm and Tanwms leag
distance wmge fees and inferconnections fees charged to customers for the provision of mobile telephiony services.

(i} Represent smoents chirged to castomers for the provision of Intermet acces services,

{iv)  Represent the aggregate mmount of fees chnged (o castomers for the provision of value-added services, which comprise primarnily caller [D services,
short messaging services, Color Ring Tong, Infermed datn center sad Virnanl Privabe Network services and oe,

{v}  Represent primmrily the aggregate mmount of fees chinged to customers for Best Tone mformation services and 1T services and spplictions.

{v1) Represonl primanly the sgeregate mmount of fees changed 1o castcmers for the provison of telecommunication s aotwork resource services s loas
moome from other domestic telecommunicmions operniors and enterprise cusiomens for tke mange of the Gromp®s felecommunications networks and
wqipment.

{viip !i.::ri—:.—ut primarily revesme from sale, med repair md masmenande of equipment ms well ms the resnle of mobile services (MY NOL
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1L NETWORE OFERATIONS AND SUPPORT EXPENSES
Inchaded in the Croup's metwerk opernlions md seppon cxpenscs wre ms follows:

Operating md maint enm e

Urility

Property rentol snvd mmagemend fee
COMA network capacity lease fee
Ughers

5, PERSONNEL EXFENSES
Perionnel expenacs are altnbutsble ta the followmg functions:

Hetwork, operathon and sppor
Selling, genernl ond ndm inistrafive

M. OTHER OPERATING EXPENSES
Other operaling expeases conss ol

Interccamecison charges
Costl of goods sold
Demaizons

{thers

Wode:

Ve mmiled Tovmabia 51
J0E pieik] 204
Bam HAEE BME
MBI 29043 3EAST
THII NAM 1lsH
5141 T8 .M
25,046 - -
2629 448 S48

63979 53.00F 65651
CEsEE S Sy

Toar muded Dexmubar 81
ok L] ElT]
R A Lk

28,307 305F 33EIT

14463 16,17 17798
42857 46,713 S0633
— — —

¥ear mled Thermmabier 53,
Hote 2011 s 2014
FME HME RME

(b 14,225 15506 12483

[ii} 16162 IBTE  IIEIE

12 1 I3

{aup 4 L] 1176

40367 H.780 47516

(i) Intercomneciion charges represent amounts meurred For the wse of alher domestic and foreign telecommunizalions opsralon” networks for delivery ol

voice md dutn traffic that originate from the Growp®s telecomm enication s netwerlcs.
¥ el wold

i} Cost of goods sold primarily reprecents cost of tele il i
(i} Others mainly @wclude other mherges relmed 10 VAT

AN
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IS, NMET FINANCE COSTS
et Mnande costs compriac:

Interesl expomse indwrmed

Less: [nteresi expense capitnlized®
Net inferest expense

Interes meoms

Foreign exchange losses

Foreign exchange gains

* [Interest expense wis capitalized is construction in progress o the folbowing mfes per annam

g, INCOME TAX
Income tax in the profil or loss comprises:

Provison fos PR ineoen e tax
Provision for income tox of other jurisdictions
Dferred tuxation

A reconcilintion of the expecied i expenses with the actual e expense is ns follows:

Earmings hefore imoome pax

Expected moome fnx expense ol sinhsiory foe rale of 25%
Datferential tax rde on PRC subsidiaries’ and brinches” mcome
Ixifferentinl twe rade on oiher subsidiaries” income

Wem -deductible cxpenzes

Hemdaxable income

Effect of change in tox e

Dehers

Muctunl mcome I expense

ede:

Virar el Devmaliaon 1,

- 0% 113 Hild
EME HASH RME
1478 B0 5.95%
(324 (319 (308)
PN 5311 G50
(591 (361 {3}
47 &1 1
(i) {55) (76}
1462 4,153 200

L3610 49058 J41%.40%

it rmal el Dhor om0,

FLIF] WD 0N
[T TR T
4,900 5580 5237
0 k] | 8
_Im M3
4,753 5421 5498
Year smird Dormaber 31
Bate WL ) Wi
RME [ RME
19817 23.088 23,257
(v 4954 4,77 3814
(i (Z6%)  (ILE) (14
ik (23 (L] (3L
{mink 35 A2 T
(iwh 1162) (120K {Z43)
[15] 155 1 -
vl (MY sy {141
4.753 JA22 2498

(i} Excrpt for certain subsidinnies amd branches which are mumly txoed ol preferemtiad rate of 15%, the provision for mam lmd China imcome tex i based on
s Enitory rale of 25% of the ssicisable incom ¢ of the Company, its mainlend Chinn subsidianies and branches & determined in accordnnce with the

melevand imcome b rubes md reguluions of the PRC.

(i} Incesne tax proviswn s of the Company s subsidiaries in Hemg Kong sl Mstm Special Adminisrative Regions of the PRC, and in other countries are
based on the mebsidisrics’ msseszmble mcome and income tex rdes applicable in the respective bx urisdsctions which rnge from 1 3% to 35%
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6,  INCOME TAX (comtimuped)

Nate: {comimaed)

[ P sl e @ engees of satuiory deductible hmis for o parposee

{iv)  Amoants represent miscellmeous mcome which mre not subject 1o income e

{v¥} Certain braonches with opersfions in the western region of the PRC groduslly eliamed apprevals from o mubsorities to adopt the preferential meone tax
e of 13%. According by, deferred tax assets that were recovered and deferred g linb flities were setiled after obinining the npprovals from to
anthorgies were adjusted to reflect ibe change m tax rle. The overall effect of change n tax mie was changed 1o ke consolidaled st ement of
comprehensive Eoome.

{vi) Amousts primarily represent tax dedection on prior vear research and development expenses and losses on disposal of property, plant and equapmesit
approved by e msthoriics durimg the year

0. MVIDENDS

Pursmmnt to a resolution passed of the Board of Directors” meeling on Morch 15 201 %, o final dividend of equivabent 1o HES0,0%5 per shire totaling
apgroxmilely RMEBG,085 for the year ended December 11, 2004 was groposed for dharchabders” spgroval @ the Annisal General Mecting, The dividend has
mot been provided for in the o Ednted {fmoncinl for the year ended December 31, 2014,

Pursamt to the sharehalders” npproval o the Apsunl Genoral Meeting beld en My 2%, 2004, & final dividesd of RABD, 076583 (equivnlemt 1o
HES 095 ) per shore tolalng BAMEG,198 in respect of the year ended December 31, 200 3 was declred mnd paid by July 18, 2014,

™ it to the sharehalders” approval af the Annual Gemeral Mesting beld om My 2%, 20013, & fina] dividend of RMBO.067135 (equivalest 1o
HIED 085 b per shore totalng EMES. 433 in respedt of the yewr ended December 31, 2002 was declured mnd paid by July 19, 2013,

I, BASIC EARNINGS FER SHARE

Thie eadoalation of basse canmge per share For the veurs onded December 31, 2002, 2013 and 2004 b8 based on the profi aitnbatabbe to equity holders of
the Compmny of REAB14,54%, RAED 7345 ond BME 1T 680 respectively, divided by 80,552 368,321 shares.

Thie smount of diluted eanings per share 15 not presemted a8 there wore oo il ive potestial ordsnary shares n existenes for the perods prosmted

9, COMMITMENTS AND CONTINGENCIES
idpermiing fease commmiimcnis

The Giroup lesies basshees premases mnid g therem gl moh -<an oclable mnﬂ. lesses, Theee operaimg brases do pol om s M\'iﬁﬂ! for
comimgent lense reminls. Moo of te reninl ngreemends coming escalmion provisioms thel may require higher fiuture rental pmvm ents nor @mpose resractions on
dividemds, nddational debd andior further leasing.

Aa of December 31, 2004, the Group’s futare minemun lease puoyments under pon-cmmoedlable operating beases mre o follows:

FME
LS 2438
pati 3 1.521
1T 1,389
s Lozl
bl 1] 1] &
Thereadier 1495
Torad mineniums leaie paymeats 5139

Total restal expense in respect of opernimg beases chirged 1o profi or boss for ibe vesrs ended December 31, 2002, 2003 and 2004 were BMB2%,434,
RAMBEOST und RABT,7TH, respecineely.
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I8, COMMITMENTS AN CONTINGENCIES (centinged)

Capdtal commimarels
s of December 31, 2014, the Group hsd cpital commitments as follows:

BME
Contracted for kel ol provided
= propey 4122
~tel i & plang and egmip 5,743
7145
)
Autherized but net contracted for
= prepeny 466
- telecommumicutions k planst and equmipment G361
£51T
——
o g ek ArbiN ey

i) The Group was advised by thieir PRC lnvyers thnl, no maerinl contingent liabilitses were ssumed by the Group.

(b} Asof December 31, 2013 and 2014, the Groap did not have contingent Babilities in respect of gunrmiecs given to banks m respect of banking facililies
granted to other pantics, or other forms of contisgeat liskiliies,

Legal rontingencier

Thee Giroup s @ defendmi in conain lowmait ns well o e named party i olher procecdmgs arising in the ordinary course of business, Masagesent has
messed the likelthood of mn mnfincorable ootcome of such conimgencies, Imvmaits or other procesdng = and based on such nssessment, believes that my
reaulimg lmbaliies will net have & malerial sdverse effedt on ihe fnancial poaition, operalmg resalie, or cash flows of the Group,

3, FINANCIAL INSTRUMENTS

Fimmncinl assets of the Group include cash and cash equivalents, bk deposite, investments, sccounts receivable, ndvimees mnd other receivables.
Finmncial liabalities of the Group inchede shost 4erm and long-term debes and payable. accounts payable, accrued expemses and other payables. The Group does
eot Bobd nor irme finmncial insirumenis for irmding purpeses,

i) Fair Malnr Meancnmenls

Buased on IFRS 13, Fair Vahse Measuremesi, the fair valoe of each financial mstrement is categonzed in i entiely based om the loowves level of input
thid i significan to thid s value messtement. The levels are delimed as fallows:

= Lavel 1: fawr values measused wsang quoted prices {unadpasted) in active miskcts for adent ical limmvcial sinam et

*  Lewel 2 fair values mensumed maing quoted prices in sctive markets for similer finmncinl insraments, or sing vahistios techniques in which sl
signilicant mputs are direstly or mdwecly based on observable morkot data

= Lavel 3: far values dusmg valuation teckmigues m which any signifwant input is not based on obsorvuble markel data

Thee Tair vahees of the Group's finmeial maruments {(other than long-term debt and payable and wailsble-for-sale equity Bvestment securities)
approximne their corying smounts dee to the short-term maturity of these instnaments.

Thie Group's avalnble-for-sale equity mvestment securities are categorzed os level 1 financinl mstnements. The fair value of the Group 's mailshle-
for-sake aquity imvestm ent pecuritiss, which amounied to RMB29% and RMEME as of Desomber 31, 2003 snd 2004 respectively wis based on quoled murk ol
price on & PRC stock exchmnge. The Groop®s long-derm nvestmenis, other than the avuilablbesfor-sale equity mvestm est securities, nre unlisted equity interests
for which mo quoted market prices exist n the PRC and becaust ther fuir vaers canned be messured rolsably, so their far vahins wire sot disclosed
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30, FINANCIAL INSTRUMENTS (continued )
§a) Faer Pl Mecsionmants (oo manmd]

Thie Tmr vahses of kag-term mdebiednees are estimated by discounting funere cash Nows vang cument maket mierest mice offered 1o the Group for deln
with substantinlly the same chemcteristics md mourities. The fair value messarement of long term ndebtedness is categonized ns level 2 The mierest rmies
wied by the Group in estimatimg the for valwes of bong-term debt and pavable, hoving considered the foreign cameacy danominntion of the debt, rmged from
L bo 6% (20030 1.0%a do 6.8% ) As of December 31, 2005 and 2014, the carying mmounts and fair values of ibe Group's long-term deba and payable were
an falbows:

December 31, 3018 Pieveber 31, 3004
Carrying  ¥ait  Carring  Fas

wmEmi il L1 L w8

RAE (et RS (e
Lemg-term debt and pavahibe ELGBY BLODI 63000 63043
e e ———

During the vear, there were no tranelers among maruments m bevel 1, kvel 2 orlevel 3.

i) Huzir

The Group's Faancial instmmeats we exposed (o dree main types of ridks, namely, oredit mak, liquidity rsk md morket ridk (which compeises of inerest
e rigk and foreign camency exchonge mte risk ). The Group's overall sk mmagemend progrmn (oosses on the unpredictshility of finmcial mark ez md seeks
b m indm ize potenibal ndverss effects on the Group's linancial preformance. Risk management is carmied cut usder palicies approved by the Board of Directors.
The Bowrd provides princip les for overnll risk mmnngement, s well as policies covering specific mreas, such ms Bquidity risk, credit risk, mnd murket risc. The
Foard regularly reviews these policies md suthorizes changes if v baied on operaling and market condilioms and other relevien mske. The following
mammanizes the qualitstive mnd quaniiintive discloneres for each of the three masn fypes of risks:

i) Credit risk

Credit risk refiers 1o the risk (bt n count erpioty will be umsble to pay mmounts in fiull when doc. For the Group, this arses mainly from deposits it
muintams ol financinl metiutions and credit it provides to customers For the provision of telecommumicalions services. To limit exposure to credit risk relating
o deposits, the Ciroap pramanily places M deposits enly with large stide-onwned financial isaitution: & te FRC with acceplable credii mimgs. For accounts
receivable, t perfomms & oredit evaluations of its customers” fimmcial condition md gemerally does nol require collabernl on accoumts
reccivable, Funhermors, b Cireap ks & diversified bans of customers whih no amgle customes cantifuting sefe than 100 of fevenacs for the periods
presenied. Further detuils of the Growep®s oredit policy nnd quontitative disclosires in respect of the Group's expossere on credit risk for nooomnts receivable are
it ol = Note 5,

i) Liquidiey risk

Livgridsty resk refers 1o the risk that fusds will not be svailoble to meet Babilities s they fall due, and resulis fTom timng and amount mimsmiches of cash
mflew md catflow: The Group manages liguidily risk by muintamimg sailicient cash balacrs and adegeste mmount of committed banking ficilidies to meet its
fundmg needs, including working copitsl, principad mnd interest prvments on debis, dividend paymenis, copits] expen dinsres mnd pew invesments for n set
mimimun pericd of between 3 to & montha.
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3, FINANCIAL INSTRUMENTS (continued )
) Ruske feonmeued)]
i} Liuidiey risk {continged)
Thee Tallowing 1able meis oot the remaining eoatraciusl mugurities af the end of ibe reponing persod of the Grouap's linancial Babibites, which are based oa

comtructunl endiscounted cosh flows (ncheding mterest paymenis computed nsing contrmctunl rates or, if flosimg, based on prevailing rates of ihe end of the
rrporting pericd) smd the carlivat dute the Group would be regaired 1o repay:

Taisd
comrraral Wekin 1 Mare duas 1 Nl i ks Mare
Camyyimg i asned N o yoar bim s o w Bt less ham &
amoesl il flerer drmmd henn T ywimrn thn 5 yean

yrary
EME HMB EME HME HAR HME

Sheatferm debi 27687 2®279 28279 = - —
Lang-term debt and puvabile 1689 59,133 4874 1,951 69,650 620

Axcounis payable BL132 21,132 B1,132 - -

Ageried exponies s other pay ables 9633 9,633 GR63T — — —
Fimmnce lense obligations 1 1 1 -— — —
260,142 27H, 18D 203,919 3951 9,650 G20

]
Taoad

cowtractusl Wiethin § Biare than 1 Bolor e tham 3 Bidore
Carvying el st el year of on year b les  yewsbaries s S

ssmaan el v A nd vhess 1 years than & yews yrars
RAMB RAMB EME RAME RAE iatiiy
Sheatterm delt 43,976 44,133 44,133 = = ==
Lemg-term debt and pavabibe 63,000 LT 3143 3.143 65,107 a4
Mccounis payable FER LY ECELES BE 4% = — —
Acerued expenees wwd odher pay ables AT TIAAT T AT = — —
26THTE 277.550 208,274 3,241 63,107 “13.-1'_

Mmnngement believes that the Grosp®s corment cash on hand, expected cash flows from operations and svailable oredt facilities from banks (N ote 15)
will be aulaciont 1o meet the Group's workmg copital requiremaents smd repay 118 hesrowings ind abligniions when they b e,

i} Interest rue sk

Thee Giroup's inberest mde risk exposure mises primanily from il shon-temm debis md long-term debits and payalle. Debis comrying interest m vamishle
e and at fixed rubes expose the Group to cash flow mterest rbe rigk and fair valae micrest nde ndk respectively. The Group manages its exposure Lo mteres
e ik by clesely monitoring the chasge in the maket imteres mbe.

Thie follovwing table sets out the mterest mie profile of the Group's debl af the end of the reporiing period:

puih] it}
frre. Effertive.
it mlee
rats raiw
L] EME * BAE
Fixed rate dehi:
Shest-Lerm debi 4.7 607 30 A3 156
Longsterm deba 4.3 20,579 24 Ehi
47,786 44,022
Varluble rute debi:
Shestgerm debi 55 E] L E20
Dreferred considerntion dae o Ching Teleoommunications Conporation (as defimed m Mote 15) [ ] 61,710 51 61710
62,50 62530
“Totad dehi 110,376 106,352
e - Re———
Fixed rie debt & 0 percenmge of 1ol debt 41 41.5%
— —_—
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30, FINANCIAL INSTRUMENTS (continued )
(b} Rupks feommeued)]
b} Enteresl rade risk (continwed)

As of December 31, 2013 sl 2014, # {5 cotimuated thig an fncrease of 100 basiz pownis in ierest rate, with all other variahles beld constan), would
decrense the Group's net profii for the venr md retamed eaminge by spproxmately RMBAGS and BMBASS respeciively.

Thie above semsitivity malysis has been prepared on the nssumptions thot the change of interest rue wis applied 1o the Group's debt m existence af the
endd of the reportimg pervod wilh exposare (o cash flew miered rale risk. The analysis is prepared on the sme bass For 20013,

{iv) Famign eumency exchmge rue rask

Foreign currency exchange rabe sk anises om fnancial & that are d inated | a currency ofher thmm the fundional currency m which they
wre mennsred. The Group's Toreign currency rsk expoinse relbues lo bimk deposits sl Borrewinge denom inaled primrily in U5 dollars, Esros and Hong Keng
dallars.

Management docs nod expect the appreciation or depreciation af the Renmindi agagnst forcign ies will materially affect the Groap's Msmcinl
position mnd resak of operations becmse %3.1% (2013: %454 of the Group®s cash and cash equivalents and 95 2% (2003: %%, 1%} of the Group's shor-term
anl bomg-term debl snd pavable a of Diecember 31, 2004 wre denominated m Renmmba. Detals of bk loms d mabed in ather e e sl oil =@
Node |5,

3. CAPITAL MANAGEMENT

The Giroup's prinvary objectives when managing capital aee 1o safegumed (ke Group's abilitg 1o continue is a gaing w0 (het i cie continise to
provide investm el retums for sharebolders imd bemefits for other stukebolders, by pricing producis ad servioes commensurniely with the level of risk md by
scunng access fo fimmor o o ressonnble cost

Mmnpgement regulady reviews md monages ite cupital stnecture bo muinis o balonce between the higher sharebolder retums that maght be possshle with
Bigher levels of borrowings and the sdvastages and security afforded by a mund capital position, and makes adjastments 1o the capal gructure in light of
changes im ecomomic conditions.

Managemnd monilors its capital sacture on the basis of total debi- m—w:ﬂ FEE ] lilu 'Fur 1hiz purpess the Group defines toral debt & the sum of
alyort-temm debd md long-term debi and defered consideration due to China Tel Corporation, and i lense obligations. As of
December 31, 1013 and 2014, the Groap's tolal debl-io-total assets rdio wir 20.3% ad 19.0% respectively. which is withm the nmge of managenent's
expecttion,

Neither the Comnpany nor moy of ils subsidinries are sabject to by imposed coapital reg
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32, RELATED PARTY TRANSACTIONS

{w)  Tremeaciions with Ching Telecom Grouwp

The Group is a part of companies under China Telecommumiitions Conporation, a company owned by the PRC govemment, and has significant
erananctiens aned business relationdbips with members of Chasn Telecom Group,

Thie principal eansuctions with Chins Tebecom Group which were commied ouf m the ordinary course of busmess mre ns follows.

Veat omied Dol M,
Mew —300 IO 3Ol
— Tlom Twm Twean

Turchases of el unaialicas eiqidpo ool sl mderals )y A 3583 3TI9
Sales of telecommunications equipmeent and materinls il 24683 3 8RS 3089
Construstion and engineering services i} 1I03 14543 154TE
Provigien of [T services (i) R 192 157
?.Nn'v'i,s IT services {mi) 64 1,134 1171
Receiving community services livl 2452 2,826 2588
Becriving ancillary services Vi BsIl 11208 10 S4g
Property kease imcome (wi} 63 46 3%
Property kase expomses {vi} 352 673 695
Mol trmsmction smoust of centralized services {wiip 370 34 6
Interccameciion revenues {wiin '} a4 s
Interecmnection charges {wiily 414 FL] 9
Intermet applications channel srvices {ix} = Fo6
Interest om mnoants dus 1o and bems from China Teleson Gmap =) M3 4431
Lease of CDAA metwork focilitics {xi} —_ 187 1493
Luase ol inber-provincial iransmission oplic fibres (% B2 5 12
Lease of lnnd mse righta (£ —_ 113 1%
COMA network capacity bease fee (xiv) 25546 - —
Reimb of capacily mami ¢ related costs of COMA netwvork o) 2319 = =
Mobile Metvwark Acqueslion {mwvi} BT.210 — -
Nde:

{il  Represent the nmonnt of telec ol i 1 mnd mniermls purchased from sold to China Telecom Grosp and commission poid mnd payahle

for procurement services provided by China Telecom Growp,

{ii}  Hepressnl comstruction and engineermg o well as design and supervisory strvices provided by China Tebecom Group,

{iif}  Represent IT services provided to and received from Chima Telecom Group.

{iv) Represent mmousia paid sl payable to China Telecom Growp ia respect of culnral, edueationad, health cee mnd oibier community sorviges,

{v} Represent smounts paid med paysble to China Telecom Grosp im respect of ancillary services such as nepairs and maintenmnce of telecommunications
equipment md facilaties md contain caomer services,

{v1)  Represent mmounis recerved mnd receivable from/'poid msd payable to China Telecom Growp for mutonl leasing of properies.

{viip Repressnt ned amount shered between the Company and China Teletom Groap for ¢oss assos iabed with eenralized serviees. The am ount represents
ameounds received or receivahle for the net smoent of centralived sorvices.

{vain} Reprosent s ounls recenod ind receivable from/paid and payvable to China Telecom Grosp for mireonnection of lecal md domestic long distance calls.

{ix) Represent mmoumis received md receivable from China Telecom Groug in respeot of Intermet applications channel services, including ihke provision of
bl ecommiinicuions chamnel and spplications mepport platform md billing and deduciion services, el

(%} Heprescnt interest pasd mnd poyable to Chinn Telecom Groap with respect 1o the smousta due to Chisa Teb wabioas Compeommion and beans from
Chima Telecom Group (Nole 15).

F=40)
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3. REELATED PARTY TRANSACTIONS (ronrimmed)
{a)  Tremeactioss with China Tebecom Croup {oontinued)
Matg! {eoatmaed)

{x1)  Represent mncumis paid md pavable 1o China Telecom Grosp primanilly for lease of contain CDMA mabile eletommunications network (“CDMA
metwork'") fucilities locaied in Ximmg Aatoromous Region.

{xiip  Represent mounts paid md pavable 1o Chima Telecom Oresp for bease of contaan mter-provincinl trmem ision optic filines within its servace regions,
{xaii} Represent smounts recerved and receivable from paid asd payvable to Chima Telecom Oroup for lesses of bnd use rights,
feav) Represent menousis paid s payable 1o China Telecom Giroup for lease of CIMA netweek capacity,

{ev)  Represent mnounia shared between the Compry and China Telecom Ciroup For the capaciy maintenmce relmed coms in connection with the CDMA
oefwork capacity used by the Company.

{xvi) Represent the (mal consaderalion of the Mobdle MNetwork Acquisition {Nade 15)

Amoonts dise from o Chima Telecom Group are summirized as follows:

D ember A1,
] 2014
Asgounts receivable Ek 329
Prepaym ents md other curren! asseis 1,087 E1&
Total mmounts due from China Telecom Group 1428 1,147
e
Mccounis payable 13,508 185867
Ascrued expenees sl other pay ables L6570 1043
Shortterm debt 2208 15998
Lang-term debs and payabibe &1, TI0  61.710
Tos] mmounts due 1o Ching Telecom Group 9367 9TE1S
. ——

Amounts dige from to Chima Telecom Group, ather thn skor-berm debid mnd long<teren deit and payable, bewr no interest, e umaecured s wre
repayable m accordance with contracieal terms which ane similer to those terms offered by third parties. The terms and conditions aseocinged with shortterm
debit and losg <tenm debt and payable due so Chinn Telerom Crosp are set out in Mote 15,

s of December 31, 2013 and 2014, no material allowmmce for doubtful debts wos recognized i respect of smounts due from Chinn Teleoom Grosp.

{b)  Eey mansgemomi perssanel compensation

Ky management personsel are these persons having mtherity sd responsibility for plamnmg, directing and contmollng the actiiiies of the Group,
directly or mdirectly, including directors and supervisors of the Group.

Kay sgrmenl persoancl i wom off the Group & summarized as follows:
Year smded Bocanba 31
- F] ELOEY s
RME FAE RME
" " & A "
Sheetderm eenplayes benefits M1 14,329 11,598
Prosi-employment benefits T T 1065
9743

Thie above remuneration i imcluded in personne] expenees,
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32, RELATED PARTY TRANSACTIONS (contimued)

€] Centribhutians to post-emplovment henefit plass
Thie Group panticipates in various defined contribution post-em ployment benefit plans organized by municipal, mdomomous regionnl md provincial
governmenis for its employ ces, Further details of the Group's post-employn ent henefit plans s disclossd in Note 33

()  Tremeactions with other governmeni-reluted emtltles in the PEC

Thie Group is @ government-refabed emterprise mnd fe5 im IE e i i ly dominabed by estities directly or mdirecily contralled by the
Prople's Republe of Chna through govemment withocitien, agraches, alliliazons -d uh-rr mmnmr (eollectively reforred to as “government-relaled
entifies™ ).

Apart from trmsactions with parent compemy and its fellow subsidiaries(ote 32a)), the Group has ion= that are collectively bat not indivaduathy
signifjcant with other government el ed entitics, which isclude but mot limied to the fiollowing:

L) renderimng and receiving services, nchsding bai nol limited fo telecommunicaiions services

L) sales wmd purchases of goods, properties and other nssets

. lease of asiets

. deposiimg and borrowing mosey

+ wie of public utilities

Thiese transactions ame condusted in the ondinary course of the Orowps busi on ferms camparahle 10 the terms of rnssctions wish ofher ontilies (hat
e nad govermm el el wed The Group peices its telecommunications serveces imd products based on govermment-regnlated tandl mtes, where applicable, or

based on commercial negoliations. The Group has slso established procurement policies and spproval processes for purchases of prodeds and serviors, which
do et depend oo whelbier the counterpantios se govemmest-related colitiss of not

Thie derectors beleve the above imfomation provides appropriate disclosure af relsted party trunsactions.

A5 POST-EMPLOYMENT BENEFITS PLANS

As stipaluied by the regulations of the PRC. the Group pariicipales in various defined contribution retirement plans onganized by munic fpal, stonomo s
regionnl and provincid govemments for iis employees. The Cirowp i required to make contributions to the reti t plons mrafes mngmg from |44 oo 2%
of the salaries, b md certam all en af the emplovere. A member of the plan is entithed b2 o pension egaal to o fixed proportion of the sabary
prevailmg ni the membeer's retirement date, Other thim ile sbove, the Group alse prenisipates in supplementney defined contrbution retmement plms managed
by mdependent external parties wherehy the Group is required to make contributions to the retirement plans o fixed rates of the employees” smalaries, bonuses
and certain allowsnees, The Group b no other maderial obligation for the paynsent of pension benelits associated with these plans beyond (he mauad
comtribations described shove.

The Giroup's comtrdunions for ibe shove ples for the years ended Decembser 31, 2002, 2003 and 2014 were RMBS 049 md RMBE652 and RMBS 229
respeciivelky.
Thie mmounnt payable for coniributions o the above defined contribution retirement plems o of December 31, 2013 and 2004 was BEAMBT0T ml EMBG6S
nspvlcl'inh'.
F<k2
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M, STOCK APFRECIATION RIGHTS

Thee Group implesseated nsteck npprecinion raghts plan formensbers of its mmggement 1o provide iscentives 1o these employees, Under this plan, stock
apprecition rights are grnted in mnits with esch anil representing one H share. Mo shares will be isued under the stock appreciation rights pla, Upon exercise
of the stock sppreciation righta, nrecipient will receive, sabject 1o sny applicable withbohlng e o cash payment in B, imadated froos te Hoog Kosg
daollar amiount equal to the product of ilbe sumber of sock apprecialion rights exerised and the difference between the exercize price md mrke price of the
Company s H shares s the date of exencies based on the applicable exchmmge rde between RMB mnd Hong Kong dollar @ the date of the exercise, The
Company recognizes CEnpemsa ¥ of the stock nppreciation nights ever the npplicable vesting period

In 2008, the Company approved ibe grasting of 56000 million stock appreciation right umits 1o eligihle employees. Under the tenms of this gramt, all stock
appreciation rights had o contractual life of s years from date of grant and an exercior price of HESL.7E per unil. A recipient of stock spprecistion rights may
moi exercise the rights in the first 24 months sfier the date of gred. As of each of the third, founib, fifih s sivib ooniversery of the dabe of grt, the totl
sumber of stock appreciation rights exercisuble may not m nggregale cxceed 15,00, 3000%, 75.0% and 104L0%%, respeatevely. of the tofal stock appreciation
rights granted 1o aich person.

In 2004, the C ompany approved ibe grading of #37.3 million stock appreciafion right unats io eligble employees. Under the terms of ihis grmd, afl stock
apgreeaalion rights had a contrsctunl Kl of sx yvears from date of grant ssd an exercise price of HESZ .85 per unil. A recapient of sock spprocimion rights may
mot exercise the rights m the first 24 months afier the date of gromi. As of each of the third, foarth, fifih md socb mniversary of the dale of grmt, the toinl
sumnber of stack appeeciation rights exercisable may ned m aggregale excred 15,00, 500076, 75.0% and 100.0%, respectively, of the fotal sock approciation
rights granted 1o such person.

In 204, the Company approved the gramting of 916.7 million sock appreciation right undts 1o eligible employees. Under the terms of this grml. all sock
wpprecition rights hind o contrsctunl life of five vemss from date of gront and an exercize price of HESA. 76 per usit, A recipient of stock sppreciation rights may
wxercier the rights in stages commencing Mevember 2013, As of each of tle thind, fourth and [ifih snmiversary of the date of grmt, the total nsmber of stock
spgreciation rights cxerciabile may ned i nggregabe exoced 32.3%, 66 ™a and 10000%, respectively, ol the tolad stock appreciaion rights granted o such
persan.

During the years ended December 31, 2012, 2003 and 2014, no gock sppreciation nghl unite were exercised. Forthe year ended December 31, 2014,
om pensalion expense of EMELE0 was recognized by the (Group in respect of slock spprecintion rights. For the year ended December 31, 2013, compensution
expenas of RMBIS vwas reversed by the Group i respect of dock spirecistion rghts as o et of decline i share price of the Company. Far the vear ended
December 31, 2002, compensation expense of RMB1 &% wis recognized by the Group in respect of stock appreciafion rights.

As of Decomber 31, 2013 and 2014, the comvying mnount of ihe lmbility sising from dock approciion rights was RMBLZ4 md RMBISE respectively,
A of December 31, 2013, 302 million stock spprecimion right units vesied but were not exercieed. The carrying mmouni of the correspomding linhility was
RMB4L As of Decomber 31, 2014, 608 million slock apprecistion right unils vested bul were not exercised. The carrying smount of the corresponding Habaliry
s RASEN] BE,
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A5, PRINCIPAL SUBSIDIARIES
Dretails af ihe Comn pany s subsidiarics which princgpaolly mifected the resbia, nssets mnd liahalities of the Group as of Decembber 31, 2004 are na follows:

Hamme of Compmy
Chinn Telecoan Sysem
Integration Co., Lim ited

Chinn Telecom Global Limited

Chinn Telesom {Americis)
Corporat ion

Chinn Telecem Best Tone
Informution Serviee Co., Limied

Chinn Telecom {Maocas)
Company Lismsed

Thmmyi Telecom Termimals
Company Limged

Chana Telecom {Smgapors ) Pre.
Limited

E-surfing Pay Co., Ltd

Shenzhen Shekou
Telecommumicnbiaons Company
Limited

Chimn Telecom {Ausrading Py
Lad

Chmi Telecom Forea Co. Lid

Chinn Telecom {Malnyzin) SDN
BHD

Chma Telecom Informalion
Technology (Vietnom ) Cou, Led

Bagmey el furaed rapad

Ty o Puce of incaporton md [ BME millionn nalesd Fracgd
Ligsl ganity Thate of st oipriv aea L] sibranan naed] AR
Provasson el system
Limited infegration and
Company  Sepiember 13, 2001 PRC Ford conmblmg services
Provision of
Hong FKong Special intermational
Limied Admimidrulive Begion of value=ndded network
Catipany Febmmry 25, 1000 the FRTC HKS 168 millson Bervices
Provisaon af
Limited The United States of telecommuni cations
Company Movember 2T, 2000 America Uss 43 millaon Bervices
Provision of Hest
Limited Tone mformation
Compuny  Awgust 15, 2007 MRC 250 services
Mincm Special Provision of
Limited Adimmiaraive Reghon of MOPGD  telecommunications
Company Oxtober L5, 10 the FRC million ETViCEF
Sales of
Limited telecammmiini caiong
Company July 1, 2005 FRC Lk tenmimals
Prosvasson of
anlermntional
Lamited value-ndided network
Company Octaber §, HO0d Singapere 55 1 BETVices
Lensted Provasson of
Company  March 3, 2011 FRC F00 e=commerce service
Provision af
Limited telecommunications
Coampany Mlaw 5, 1984 RO o Bervices
Provisson of
ntermaional
Limited vislne=ndided nerwork
Company January 10, 2001 Avistralin ALDI msllion BEOVICEE
Provision of
nermidional
Lanited ERW00 value-adided network
Company May 16, 2002 Seath Korén millEon SERVICE
Provision of
intemational
Limited value=ndided network
Campany Jume 26, 2002 Maleraia T 500,000 OrviceE
Provdsaon of
intermitional
Lemied VRDE 300 valug-ndded network
Company  July 9, 2012 Vietnmm million SErViCes
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35, FPRINCIFAL SUBSIDIARIES (continied)

Bpafioard Barned gl

Tirgs of Flacs of i orgecrat oo wed (o BE el bionn mrdesy Prisogad
Hainz of v legal mebly Diate o i ocpr st sperahion cifypras saied =hnhirs
ANUSIC Calrure & Technology Provision of masic
Co. Lud production sl
Lamited relnted] infiormation
Company  June 9, 200F PRC 50 services
China Teleom {Europe) Lismited Provision ol
intematicmal
Lim#ed The Umited K ingdom of Greal GRFMIELS  value-ndded petwerk
Company  Morch 2, 2004 Eriain and ¥ orthers reled million SETVICES
Fhejiang Yicin Techaology Ca, Limited Provision of indmni
Lid Company  Auges 19, 2013 PRC 10 messmger serace
Chengdu E-sloee Technology Ca.,  Limited Provision of sofivwiee
Lad Company  June 17, 2014 PRC 45 technology

Exeept for Shenzhben Shekou Tebecommunications Company Limited which = $1% owned by the Compuay and Zhejiang Yixin Technalogy Co., Lid
which is Tia owmed by the Company, all of the oshove subsidinrics are directly or indirectly wholly owned by the Compamy. No subsidiaries of the Growp hove
muderial mon-¢ontrllng e

. ACCOUNTING ESTIMATES AND JUDGMENTS

The Ciroup’s fmancinl position and resubts of opermtions are sensitive to nocounting methods, plions s estimmdes that usderlic the prepardion of
the consolidafed financial dalememis. Mmmagement bases the assumptions and estimades on histonical expersencr and on other factors that the mmagemant
believes to be rensomnbile and which form the Basis for making judgments sbout mafters thil e ot readily spporest from other seurces. Onan on=going basis,
mmagement evaksaies its estimates. Actual resalts moy differ from those estimates os facts, ciroum stanoes sud conditions change.

The seleciion of sgniftcant necountiog polichs, the jodgm ente and ather i cetaintics alfecting spplication of teose policies and the seniltivaly of
reported resulis fo changes i conditions mnd assumplions are factons to be considered when reviewmg the ¢ lidmed fimmcinl stwements. The significmnt
sEcounting palics we sed forth fn Note 2, Management believes the following gignificnnl stcounimg policics mvelve the most significant judements sl
edtimmtes used i the prepunition of the consolidated financinl safaments.

Allowan oo Tor deubiflel debix

Manngement estimates an allowance for doubtful debis resuling From ihe inability of the custom e 1o make the required poyments. Managem enl bases
its estimuntes on the ngimg of the uccoants receivable balance, castomer cre dit-worhl mnd histerical write-off experience. 11 the fmmcial conditica of ke
custom ers were lo deteriorabe, actanl write-offs might be higher than expected mnd could significantly aifect the resalts of future periods.
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36, ACCOUNTING ESTIMATES AND JUDCMENTS (continned)

Tmpulrmmt of leog-lived avets

If circumstanices mdicmte that the camyimg amount of o long-lived msset may not be recoverable, the aset may be conadered “impaired”, ond mn
nparment lose would be recognized i nccondimee with sceounting policy For impairment of bong-Tived nseets as described in Note 2s) The carrying amounte
of the Grosp's bong-Eved assets, including property, plnt and equipment, mlangible assets with finite usefal lives md consinection in progress are reviewed
perradically to determine whelber there {e any nddicalion of imparmenl. Theee sseete are ested for Enpaamment whenever events of changed in elreumstan ces
mdicate that their recorded carmymg amounts mmy not be recovernble. For geodwill, the impumment testing is performed mmually of the end of each reportmg
pervod. The recoverable mmount of wn aset or ¢ash-generating unal i the greater of s value in uee and fair vabee less costs of disposal, When an aseet docs ned
gemerade cnsh flows Brgely independent of those from other nssets, the recovernble mmount is determined for the smalles groop of nesets that generntes cnsh
mflews mdependemtly (ie. & cash-g mg an), Ind iming the value @ nee, expecied fifture cash fbows gemerated by the wesets are discounted to their
presend vabae, An im paimment logs is recognized i the cuvying mmount of an msset of its cush =gensrning unil exceeds e estimmed recovernhle amount I i
difficalt 1o precisely estimate fadir vahie of the Groep"s long-tved sssets becmier quoted morket prices for such sssets may nof be readily available. In
determuiming the valus i use, expected future cash flows genorsted by the assetl ane discoanted 1o their present value, which requires significes judgsenn
relating o Jevel of revense, amount of operating costs and applicable discount mte. Mansgement uses all readily availabe information m determining an
mmaund thal ks o rensonalde spprosimation of recovernble amount, Beluding catimates based on rensonabile mnid mpportable ssaumplions nnd prajections of
revense vl mmount of operafing coss.

For the yeors ended December 30, 2012, 2013 and 2014, mo provison for impabnmeent Toss was mide agaimst the cirying valee of propery. plant and
eoipment (Mobe 81 In determining the recovershle mmount of these equipment, significant jedgm ents were required in estimating faure cash flows, level of
roveniar, ol of operading cods mmd applicable discount rade.

Changes in these estimabes could have o significet impnct on the comying vabse of the sssets and could resslt in addtional impairment charge or reversal
af mpairment m fubare periods,

Dheprechation snd wm ortlmken

Property., pbnt snd equipment md minngible assels are depreciated and amortized on a straight-line basis over the estimated uschul lives of the assels,
wfter taking into account their exEnaled residunl valee, Masagement reviews the estimated wsedial lives nnd residual values of the assete snsunlly in order o
determine the amount cd.'dlpﬂlmnu mnd smortization expense to be 'anl\dHl rl.m.ng any reporiing period. The usefal lives and residunl values ore based on
the Groug's historical experience with simiber ssscts and ke o sapited techmological chimges, The deprociation and amertization expenss for
future perieds is ndjusted if there are significmnt changes from previous estmmales.
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37, POSSIBLE IMFACT OF AMENDMENTS, NEW STANDARDS ISSUED BUT NOT YET EFFECTIVE FOR THE ANNUAL ACCOUNTING
PERIOD EXDED DECEMBER 31, 3014
Up to the dnge of issue of these fmoncial satensents, the LASE has issued the followng smendments, new sondends which are not yet effective for the
ansunl accountisg period ended December 31, 2004

ENTentive for wqsamting

povied

I:ﬁ o alter
Amendments to LAS 19 “Defined Benefit Plans: Employes Contribartions™ July 1, 2014
Amendments to IFRSe, “Annual Emprovements to IFESs 2000-2002 Cyele” July 1, 2014 {with

lmited excepiions.)

Amendments fo [FRSe, “Annual Improvements to IFRSa 2011-2013 Cyele™ July 1, 2014
Amendments to [FRSs, “Annual Improvements to IFRSs 2012-2004 Cycle® Jomuary |, 2006
TFRS 14, “Regulagory Deferral Acgounis™ Jmunry 1, 2006
Amendments to LAS 1, “Dizclosurs [niintve™ Jmunry 1, 2006
Amendments to [FRS 01, ".r’m:wnlhp. far Acquuitions of Intereas in Jomt Dl Gams™ Jeguary 1, 2006
Amendments to 1AS 16 and IAS 38, “Clirifictics of Acceptable Methods of
Depreciation md Amorlizatica™ Jeguiwy 1. 2006
Amendments to IAS 16 and LAS 41, “Agriculiure: Bearer Flants™ Jemunry I, 2006
Amendments to [AS 27, “Equaty Method in Separate Financial Stalemots” Jmuary 1. 2006
Amendments to [FRS 10 msd 1AS 28, “Sale or Coneribufion of Assets between my [nvestor and s Associne or Josm Venture™ Jmmary 1, 2006
Amendments to [FRS 10, IFES 12 and 1AS 18, “Investment Entidses: Applymg the Consohdation Exceplion™ Jemuary 1, 2006
IFRS 15, “Revenus from Contrscts with Custom ers™ Jmunry 1, 2007
IFE% 9, "Financial Instmmends™ Jmmuary 1, 2008

Thie Group is in the process of moking on assessment of the mpsct that will resslt from adopting the mnendments and new stondards ssued by the ISR
which are ned yel effective for tlbe stcountimg pervod ended on December 31, 2014, Exen for IFRS 15, “Revimue from Coniracts with Cusfomen”™, eo fie the
{iromp believes that the ndogtion of these dmenis mnd new standands is umldoely to have a significant impact on its fmmncial position md the resulis of
TR O,

36, PARENT AND ULTIMATE HOLDING COMPANY

The preent and ukinsaie holding company of the Group as of December 31, 2014 is China Telecommunicalions Oorporaiion, & stale-owned colerprise
astablished in the PEC.
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2010 2011 2012 2013 2014
13.90 13.05 13.77 17.31 19.78
12.05 11.94 12.07 13.89 16.39
12.96 12.34 12.65 15.79 17.24
12.31 12.32 13.69 16.74 19.47

State Administration of Foreign Exchange 100

2014 11 2014 12 2015 1 2015 2 2015 3 2015 4

19.25 19.78 19.55 19.52 19.64 19.58
18.36 19.06 18.95 19.03 19.35 19.35
18.91 19.44 19.24 19.22 19.50 19.44

State Administration of Foreign Exchange 100

19.41 2015 4 30
State Administration of Foreign Exchange 100
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors and Shareholders of China Telecom Corporation Limited:

We have audited the accompanying consolidated statements of financial position of China Telecom Corporation Limited and
subsidiaries (the "Group") as of December 31, 2013 and 2014, and the related consolidated statements of comprehensive
income, changesin equity, and cash flows for each of the yearsin the two-year period ended December 31, 2014. These
consolidated financial statements are the responsibility of the Group's management. Our responsibility is to express an opinion
on these consolidated financial statements based on our audit. The consolidated financia statements of the Group for the year
ended December 31, 2012 were audited by other auditors whose report, dated March 20, 2013, expressed an unqualified
opinion on those statements.

We conducted our auditin accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on atest basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit
provides areasonable basis for our opinion.

In our opinion, the 2013 and 2014 consolidated financial statements present fairly, in all material respects, the financia
position of China Telecom Corporation Limited and subsidiaries as of December 31, 2013 and 2014, and the results of their
operations and their cash flows for each of the yearsin the two-year period ended December 31, 2014, in conformity with
International Financial Reporting Standards as issued by the International Accounting Standards Board.

We have aso audited the retrospective adjustments to the consolidated statements of comprehensive income, changesin
equity, and cash flows for the year ended December 31, 2012, as aresult of the acquisition of China Telecom (Europe) Limited
discussed in Note 1 to the consolidated financial statements. Our procedures included (1) obtaining the accounting analysis of
the retrospective adjustments for the acquisition of China Telecom (Europe) Limited accounted for as a combination of entities
under common control; (2) comparing previously reported amounts of the Group to the previoudly issued financial statements
for such periods; (3) comparing the schedules of intercompany transactions and balances between the Group and China
Telecom (Europe) Limited and on a test basis checking that significant intercompany transactions and balances are properly
eliminated; and (4) testing the mathematical accuracy of the consolidation schedule of the Group, which include the previously
issued financial statements of the Group for such periods, the financial statements of China Telecom (Europe) Limited and the
elimination of intercompany transactions and balances. In our opinion, such retrospective adjustments are appropriate and have
been properly applied. However, we were not engaged to audit, review, or apply any procedures to the consolidated
statements of comprehensive income, changes in equity, and cash flows for the year ended December 31, 2012 other than with
respect to the retrospective adjustments and, accordingly, we do not express an opinion or any other form of assurance on the
consolidated  statements of comprehensive income, changesin equity, and cash flows of the Group for the year ended
December 31, 2012.

We have aso audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States),
the Group's internal control over financia reporting as of December 31, 2014, based on the criteria established in Internal
Control—Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission,
and our report dated March 18, 2015 expressed an unqualified opinion on the effectiveness of the Group's internal control over
financial reporting.

/s/ Deloitte Touche Tohmatsu
Deloitte Touche Tohmatsu

Hong Kong, the Peopl€e's Republic of China
March 18, 2015
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Consent from Independent Registered Public Accounting Firm
The Board of Directors of China Telecom Corporation Limited

We consent to the injunction in the annual Securities Report filed to the Director General of the Kanto
Local Finance Bureau in Japan or our report dated March 20, 2013 with respect to the consolidated
statements of comprehensive in income, changes in equity, and cash flows of China Telecom Corporation
Limited and subsidiaries for the year ended December 3

1, 20121 and to all references to us in the form and context in which they are included in Part 1.
"Information of the Company” Section VI, " Financial conditions "of the Annual Securities Report.

Hong Kong, China
15May 15, 2015
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
The Board of Directors and Shareholders of
China Telecom Corporation Limited:

We have audited, before the effects of the retrospective adjustments for the acquisition of China Telecom (Europe) Limited
described in note 1, the accompanying consolidated statements of comprehensive income, changes in equity, and cash flows of
China Telecom Corporation Limited and subsidiaries (the “Group”) for the year ended December 31, 2012 (the “2012
consolidated financial statements’). The 2012 consolidated financial statements before the effects of the retrospective
adjustments discussed in note 1 are not presented herein. The 2012 consolidated financia statements are the responsibility of
the Group’s management. Our responsibility is to express an opinion on these consolidated financial statements based on our
audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on atest basis, evidence supporting the amounts and
disclosuresin the financial statements. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion, the 2012 consolidated financial statements, before the effects of the retrospective adjustments for the
acquisition of China Telecom (Europe) Limited described in note 1, present fairly, in al material respects, the results of
operations and the cash flows of the Group for the year ended December 31, 2012, in conformity with International Financial
Reporting Standards (IFRS) asissued by the International Accounting Standards Board.

We were not engaged to audit, review, or apply any procedures to the retrospective adjustments for the acquisition of China
Telecom (Europe) Limited described in note 1 and, accordingly, we do not express an opinion or any other form of assurance
about whether such retrospective adjustments are appropriate and have been properly applied. Those retrospective adjustments
were audited by a successor auditor.

/s KPMG
Hong Kong, China
March 20, 2013
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