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This prospectus relates to the resale of 28,714,458 shares of our common stock which were previously sold by Meyers
Associates, L.P., the placement agent (“Placement Agent” or “Meyers”), on a “best efforts, all or none basis” (the “Offering”)
on behalf of China Mobility Solutions, Inc. to accredited investors and institutional investors in a private equity

offering and an additional 500,000 shares issued to Yim Sheung Wai upon exercise of an option. The shares may be

offered in transactions conducted on the Over-The-Counter Bulletin Board (“OTCBB”) maintained by the NASD, in
privately negotiated transactions or through a combination of such methods. The shares may be sold at prices relating

to the prevailing market prices, at privately negotiated prices or at other prices, which may change from time to time

and from offer to offer. The distribution of the shares by the selling shareholders is not subject to any underwriting or

other agreement.

Our common stock is currently traded on the OTCBB, under the symbol “CHMS.OB.” On August 4, 2006, the closing
price of our common stock, as reported by the OTCBB, was $0.17 per share.

The shares being offered pursuant to this prospectus involve a high degree of risk. Persons should not invest unless
they can afford to lose their entire investment. You should carefully read and consider the “Risk Factors” commencing
on page 7 for information that should be considered in determining whether to purchase any of the shares.

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES
COMMISSION HAS APPROVED OR DISAPPROVED OF THESE SECURITIES OR PASSED UPON THE
ADEQUACY OR ACCURACY OF THIS PROSPECTUS. ANY REPRESENTATION TO THE CONTRARY IS A
CRIMINAL OFFENSE.

The date of this prospectus is August 7, 2006
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You should rely only on the information contained or incorporated by reference in this prospectus and in any
accompanying prospectus supplement. No one has been authorized to provide you with different information. The
shares are not being offered in any jurisdiction where the offer is not permitted. You should not assume that the
information in this prospectus or any prospectus supplement is accurate as of any date other than the date on the front
of such documents.

Government filings. We are subject to the information reporting requirements of the Securities Exchange Act of 1934,
as amended (the “Exchange Act”). As such, we file annual, quarterly and special reports, proxy statements and other
documents with the SEC. These reports, proxy statements and other documents may be inspected and copied at the
public reference facilities maintained by the SEC at 100 F Street, NE, Washington, D.C. 20549. You may also obtain
copies of such material by mail from the public reference facilities of the SEC’s Washington, D.C. offices, at
prescribed rates. Please call the SEC at 1-800-SEC-0330 for further information on their public reference facilities. In
addition, the SEC maintains an Internet website that contains reports, proxy and information statements and other
information regarding companies, including us, that file electronically with the SEC. The address of the SEC’s web site
is http://www.sec.gov.
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INTRODUCTORY COMMENTS

Use of Names

EEINT3

Throughout this prospectus, the terms “we,” “us,
Mobility” or “CHMS”).

our” and “our company” refer to China Mobility Solutions, Inc. (or “China

Forward-Looking Statements

Statements contained in this prospectus include “forward-looking statements” within the meaning of such term in
Section 27A of the Securities Act of 1933, as amended (the “Securities Act”’) and Section 21E of the Exchange Act.
Forward-looking statements involve known and unknown risks, uncertainties and other factors that could cause actual
financial or operating results, performances or achievements expressed or implied by the forward-looking statements
not to occur or be realized. Forward-looking statements generally are based on our best estimates of future results,
performances or achievements, based upon current conditions and the most recent results of the companies involved
and their respective industries. Forward-looking statements may be identified by the use of forward-looking
terminology such as “may,” “will,” “could,” “project,” “expect,” “believe,” “estimate, 7
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anticipate,” “intend,” “continue,
“opportunity” or similar terms, variations of those terms or the negative of those terms or other variations of those terms
or comparable words or expressions.

pot

Potential risks and uncertainties include, among other things, such factors as:
* our business strategies and future plans of operations,

» general economic conditions in the People’s Republic of China (“China”) and elsewhere, as well as the economic
conditions affecting the industries in which we operate,

* the market acceptance and amount of sales of our products and services,
¢ our historical losses,
* the competitive environment within the industries in which we compete,
* our ability to raise additional capital, currently needed for expansion,

* the other factors and information discussed in other sections of this prospectus and in the documents incorporated by
reference in this prospectus.

Persons reading this prospectus should carefully consider such risks, uncertainties and other information, disclosures
and discussions which contain cautionary statements identifying important factors that could cause actual results to
differ materially from those provided in the forward-looking statements. We undertake no obligation to publicly
update or revise any forward-looking statements, whether as a result of new information, future events or otherwise
subject to applicable law.

SUMMARY

Our Company
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China Mobility Solutions, Inc. (“CHMS” or the “Company”) is one of the first companies to focus on providing mobile
solutions to many diverse businesses throughout China. Through its subsidiary Quicknet Beijing Technology
Development Corp. (“Quicknet”), a short message service (“SMS”) provider in Beijing, China, the Company is presently
focused on its mobile marketing solutions for enterprises. Quicknet is one of the first companies to focus on mobile
solutions for businesses in China. Quicknet’s strategy of targeting corporate users is aimed at achieving a higher
percentage of recurring revenue and better margins. The Company initially acquired (controlled) 51% of Quicknet in
June 2004 and, indirectly though an affiliate, exercised its option to acquire the remaining 49% of the company by
September 31, 2005. See the “Business” section of this prospectus for further information.

CHMS launched its mobile marketing services in July 2003 and became cash flow positive by the end of 2003.
However, in accordance with U.S. generally accepted accounting principles (GAAP), all revenue needs to be deferred
over a 12 month period. Therefore, the Company had revenues of $1,871,960 from mobile marketing services in 2004
which increased to $4,703,348 in 2005. The Company’s operating loss increased from $242,216 in 2004 to $7,979,186
in 2005, primarily as a result of the inclusion of the “Fair Value of Warrants Issued” in our August 2005 offering, as
well as increases in advertisement, general expenses and salaries due to the increased sales scale. Investors should
read the Company’s financial statements, especially the accompanying notes thereto.

On January 6, 2003, the Company announced the acquisition of Windsor Education Academy Inc. (“Windsor”), a
Richmond, British Columbia based school specializing in the education and training field providing English as a
Second Language courses (“ESL”) in British Columbia. The Company’s contract with the government to provide ESL
ended on March 31, 2005.

3.
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CHMS has an accumulated customer base of 30,000 clients, and has access to a database of about 500,000 corporate
enterprises. This knowledge was gained from its previous Chinese domain name registration and web hosting
business.

There are more than 400 million cellular phone customers in China, which surpasses the United States with about 195
million cellular phone customers, according to the China Ministry of Information Industry (“MII”’) and the Cellular
Telecommunications & Internet Association. Currently, there are about 1 billion SMS sent per day in China, which
accounts for about one-third of the world traffic, according to Anbound Information Corporation. With the penetration
rate just above 26%, however, there is still considerable room for growth in the Chinese mobile market. Pacific
Growth Equities of San Francisco foresees 500 million mobile phone users in China by 2007.

CHMS’s first application, mobile marketing, is the use of the mobile medium as a communications and entertainment
channel between a brand and an end-user. Mobile marketing can be used in a wide variety of ways, such as for
customer retention, to raise brand awareness and for advertising purposes. Businesses that purchase this service will
send out messages through the Company’s platform, which has been connected by Chinese mobile carriers to the
targeted customers. All types of mobile phones may be used for this service.

CHMS has a strong management team and a successful management record with the previous development of a
profitable internet service company with over 200 employees and 19 offices across the world.

The Company will use four outlets to approach the market for its business solutions:

- Agencies - We have primarily made sales for our mobile marketing services via advertising agencies. We
have made approximately 91% of such sales from advertising agencies. These agencies are paid sales
commissions of between 15% and 20% under contracts with the Company.

- Mobile Carriers - In the future, we intend to co-market mobile carriers’ mobile solutions to enterprises and use
mobile carriers’ extensive connections and influence to lead to potentially more clients.

- In-House Sales Staff - The Company has a database of 500,000 enterprises through its previous Internet services.
Through direct mail, advertising, telephone calling and SMS, the in-house sales staff of approximately 23 people
will contact many of these companies.

- Sales Support Offices - The Company plans to set up small sales support offices across China to enhance local
presence, provide customer support and show responsiveness. Currently, we have offices in Beijing, Shanghai and
Shenzhen.

As discussed under the “Business,” section of the prospectus, the Company will need to raise a significant amount of
additional funds to implement its strategy of promoting its mobile solutions to businesses throughout China;
establishing sales support offices in key urban centers in China; developing new solutions that are being demanded by
enterprises; and acquiring other mobile companies that will deliver synergistic benefits. The Company does not have
any binding commitments for such additional capital as of the date of this prospectus and no assurances can be given
that it will be able to raise any additional capital.

The Company was formed in Florida under the name Placer Technologies, Inc. on September 6, 1996. On June 11,
1997, the Company purchased a 100% interest in Infornet Investment Corp., a British Columbia corporation, which is
the subsidiary that manages daily operations of the Company in China. On June 23, 2004, the Company consummated
the acquisition of a 49% interest in Beijing Quicknet Technology Development Corp. (“Quicknet”), a company
organized under the laws of the Peoples’ Republic of China, pursuant to a share purchase agreement. The Company
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issued 6,120,000 shares of its common stock as payment. On September 30, 2005, the Company indirectly, through an
affiliate, acquired control of the remaining outstanding shares of common stock of Quicknet, and paid US$2,000,000
on September 30, 2005 and an additional US$2,000,000 on or around December 31, 2005. The Company changed its
name to China Mobility Solutions, Inc. in June 2004.
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The Offering

The Offering of 134 units (“Units”) was for $2 million on a “best efforts - all or none basis” with an over-subscription of
$1,350,000, all $3,350,000 of which was sold. Each Unit was sold for $25,000, consisting of $25,000 principal

amount of senior convertible debentures (the “Debentures”), and Class A Warrants and Class B Warrants, to purchase
shares of common stock, $0.001 par value (the “Common Stock”) of the Company. Each of the Debentures was initially
convertible at $.35 per share (however, as discussed below, the conversion was reduced to $.30 per share in April

2006, for 83,333 shares of Common Stock, as adjusted); matures on August 15, 2006; and accrues interest at a rate of
not less than 6% per annum equal to the sum of 2% per annum plus the one-month London Inter-Bank Offer Rate
(LIBOR). The Debentures are subject to redemption at 125% of the principal amount plus accrued interest

commencing six months after the effective date (the “Effective Date”) of this registration statement. Each Unit also
includes: (i) Class A Warrants exercisable at $.38 per share, as adjusted, to purchase 83,333 shares of Common Stock
for two years from the Effective Date, but no later than February 15, 2008; and (ii) Class B Warrants exercisable at

$.45 per share, as adjusted, to purchase 83,333 shares of Common Stock for three years from the Effective Date, but

no later than February 15, 2009. The Class A and Class B Warrants are subject to redemption by the Company at any
time commencing six months and twelve months, respectively, from the Effective Date, provided the average closing
bid price of the Common Stock equals or exceeds 175% of the respective exercise prices for 20 consecutive trading
days. For additional information, see “Description of Securities” and “Plan of Distribution” elsewhere in this prospectus.

On January 18, 2006, we received a letter (the “Default Notice”) from the attorney for Southridge Partners, LP, (the
“Lender”) the holder of $500,000 principal amount of the Company’s Debentures stating that the company was in default
of certain transaction agreements (the “Transaction Agreements”) issued in connection with the Debenture by virtue of
the Company’s issuance of registered shares of stock to employees and consultants under a Form S-8 registration
statement and the filing of the Form S-8 prior to the date of effectiveness (the “Effective Date”) of this Registration
Statement.

The Company denied that it was in default of the Transaction Agreements; however, in order to avoid costly litigation,
the parties entered into a waiver/settlement agreement as of May 4, 2006 (the “Waiver/Settlement Agreement”).
Although the Waiver/Settlement Agreement was with only Southridge, the Company did not want to favor one
debenture letter over all others and wanted to avoid subsequent claims from other holders. Therefore, the terms of the
settlement applied to all Debenture holders.

In accordance with the terms of the Waiver/Settlement Agreement, the initial conversion price of the Debentures was
reduced from $.35 per share to $.30 per share, the Class A Warrant exercise price was reduced from $.44 to $.38 per
share and the Class B Warrant exercise price was reduced from $.52 to $.45 per share. In addition, the number of
shares of the Company’s common stock exercisable upon conversion of each $25,000 principal amount of Debenture
and upon exercise of the Class A and Class B Warrants included in each Unit was increased from 71,429 shares to
83,333 shares for each of the Debentures, Class A Warrants and Class B Warrants, or an aggregate of 250,000 shares
per unit. Notwithstanding the adjustments described above, only the initial 214,287 shares of Common Stock issuable
underlying each Unit are registered on this Registration Statement.

The Lender waived this S-8 Default set forth in the Default Notice and the Company agreed not to file any additional
S-8 Registration Statement prior to 45 days after the Effective Date.

Summary Financial Information
The summary financial information set forth below is derived from the more detailed audited and unaudited financial

statements of China Mobility appearing elsewhere in this prospectus. This information should be read in conjunction
with such financial statements, including the notes to such financial statements.
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Statement of
Operations data:

Revenue

Cost of revenue
Operating expenses
Interest income
Other income
(expenses)

Income (Loss) before
minority interest and
discontinued
operations

Provision for minority
interest

Gain (loss) from
discontinued
operations

Net Income (loss)
Net gain (loss) per
basic and diluted
shares

Weighted average
number of common
shares outstanding

Balance Sheet Data:

Current assets
Total assets
Current liabilities
Minority interest

2002 2001
$0 $0
0 0
191,269 298,525
1,272 43,281
(463,747) 0
(653,744)  (255,244)
0 0

(258.772) (106,281) (254,035) (1,255,659)

Three Months Ended Year Ended
March 31, December 31,
2006 2005 2005 2004 2003
1,459,944 1,127,207 $4,902,628 $2,170,766 $280,723
296,465 233,984 1,427,291 473,235 134,340
1,245,636 725,161 11,454,523 1,939,747 337,093
24,558 17,242 84,932 82,602 15,066
- 1,984 20 10,272 (58,398)
(57,599) (187,288) (9,024,984) (230,615) (234,042)
- (126,547) (138,469) (28,157) 26,046
- - (9,163,453)
(57,599)  (60,741)($9,163,453) $3,018,672 ($314,277) ($907,779)($1,510,903)

$(0.00)

$0.00

(50.52)

$0.20

(50.02)

(50.04)

($0.07)

20,011,792 16,024,670 17,633,162 14,856,834 13,786,670 24,757,270 21,360,010

March 31,

2006

2005 2004

December 31,

2003

2002 2001

$5,907,256 $6,412,893 $5,466,574 $5,869,782 $3,460,530 $3,549,864

10,716,115
6,313,621
0

Total liabilities and minority

interest
Stockholders’ equity

6,313,621
4,402,494

11,222,363 6,447,030
6,765,295 2,452,522
0 32,791

6,765,295 2,485,313
4,457,068 3,961,717

6,320,612
5,870,451
38,147

5,908,598
412,014

3,918,160 3,753,612
3,176,765 3,104,368
0 0

3,176,765 3,104,368
741,395 649,244
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WHERE YOU CAN FIND MORE INFORMATION

Our Common Stock is traded on the OTCBB under the symbol CHMS.OB. Material filed by us can also be inspected
and copied at the offices of the NASD, located at 9509 Key West Avenue, Rockville, MD 20850-3329.

We will distribute annual reports to our stockholders, including financial statements examined and reported on by
independent certified public accountants. We also will provide you without charge, upon your request, with a copy of
any or all reports, proxy statements and other documents we file with the SEC, as well as any or all of the documents
incorporated by reference in this prospectus or the registration statement we filed with the SEC registering for resale
the shares of our common stock being offered pursuant to this prospectus, other than exhibits to such documents
unless such exhibits are specifically incorporated by reference into such documents. Requests for such copies should
be directed to Angela Du, the Company’s Chief Executive Officer at China Mobility Solutions, Inc., #900 - 789 West
Pender Street, Vancouver, B.C. Canada V6C 1H2, telephone: (604) 632-9638; URL:
www.chinamobilitysolutions.com.

We have filed a registration statement on Form SB-2 with the SEC registering under the Securities Act the common
stock that may be distributed under this prospectus. This prospectus, which is a part of such registration statement,
does not include all the information contained in the registration statement and its exhibits. For further information
regarding us and our common stock, you should consult the registration statement and its exhibits.

Statements contained in this prospectus concerning the provisions of any documents are summaries of those
documents, and we refer you to the documents filed with the SEC for more information. The registration statement
and any of its amendments, including exhibits filed as a part of the registration statement or an amendment to the
registration statement, are available for inspection and copying as described above.

STATE SUITABILITY STANDARDS
Notice to California Residents:
Sales in the state of California are limited to investors with a combined annual income of $65,000 and a net worth of

$250,000 or a minimum net worth of $500,000, exclusive of homes, furnishings and automobiles or accredited
investors as such term is defined in Rule 501 of Regulation D of the Securities Act.
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RISK FACTORS

The securities offered hereby are speculative, involve a high degree of risk and should only be purchased by persons
who can afford to lose their entire investment. Prospective purchasers should carefully consider, among other things,
the following risk factors relating to the business of the Company and this Offering prior to making any investment.
These risk factors are summary in nature and are not intended to be exhaustive or set forth all the possible risks and
uncertainties that may be associated with purchasing or owning this investment. You are strongly urged to consult
with professional financial advisors, accountants, and lawyers in evaluating this investment and making an
independent and informed decision about whether or not to invest your money in this Offering.

Risks Relating to Our Operations
Need for additional financing.

Unless a substantial portion of the Debentures from the Offering are converted into Common Stock, we will need
additional funds to fully implement our business plan after we repay such Debentures. Management can give no
assurance that any funds so obtained will be sufficient to fully implement the business plan, or that a full
implementation of such business plan will result in the Company’s profitability. If additional funds are raised though
the issuance of equity or debt securities, such additional securities may have powers, designations, preferences or
rights senior to our currently outstanding securities and, in the case of additional equity securities, the ownership of
our existing shareholders will be diluted. No assurances can be given that we will be able to raise any additional
financing. Any inability to obtain required financing on sufficiently favorable terms could have a material adverse
effect on our business, results of operations and financial condition.

We had substantial prior operating losses and are implementing a new business plan.

The Company had substantial operating losses in 2004 and 2005 and is using the proceeds of the Offering to
implement the Company’s business plan. The business plan calls for the Company to act as a link between China’s
major mobile carriers, China Unicom and China Mobile, to provide mobile solutions for corporate customers so that
clients do not have to develop the technology themselves. The business plan also calls for the Company to offer
business solutions in Office Automation Solutions, Mobile Banking, Mobile Tax Services and Services for the Police.
The Company cannot project with certainty, nor does it make any representations regarding, the amount of revenue
that it will be able to generate from this business plan. There is no guarantee that any of these new products will bring
profit to the Company. We might spend substantial resources on new technology and products without generating any
profit.

The Company’s proposed operations are subject to all of the risks inherent in the expansion of an early-stage business
enterprise, including higher-than-expected expenses and uncertain revenues. The likelihood of the success of the
Company must be considered in light of the problems, expenses, difficulties, complications and delays frequently
encountered in connection with the expansion of an early-stage business.

If we fail to establish our mobile solutions brand on a national basis we may not be able to increase our revenues
sufficiently to become profitable.

We must promote and strengthen our brand of mobile solutions to businesses throughout China particularly because of
the highly competitive nature of our business. If we fail to establish a nationwide brand for our services, we will be at
a competitive disadvantage and may lose the opportunity to obtain, and thereafter maintain, a sufficient number of
customers. The development of a nationwide network will depend largely on the success of our marketing efforts and
our ability to provide consistent, high quality customer experiences. We cannot be certain that our promotional
activities will be successful, or will result in increased revenues. If increased revenues are achieved, there can be no

10
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assurance that these revenues will be sufficient to offset the expenditures incurred in establishing a nationwide
network.

We have a limited operating history and consequently face significant risks and uncertainties.

We initiated our current business strategy in 2003. As a result of our limited operating history, our recent growth and
our reporting responsibilities as a public company, we may need to expand operational, financial and administrative

systems and control procedures to enable us to further train and manage our employees and coordinate the efforts of
our accounting, finance, marketing, and operations departments.

We lack business diversification.

As a result of the Company’s discontinuance of its domain name registration, web hosting and web design services and
the limited nature of our education and training business, the Company’s prospects for success are dependent upon the
future performance of a single business -- mobile marketing. If our future operations are unprofitable, we will be
forced to develop another line of business and finance our future operations through the sale of assets or the sale of
equity or debt securities in order to raise additional capital, none of which may be feasible when needed. Unless we

are able to raise more money than we did in the Offering, we will not have the resources to diversify our operations or
benefit from the possible spreading of risks or offsetting of losses. This will adversely offset our ability to compete
against entities that have the resources to consummate several business combinations or entities operating in multiple
industries or multiple segments of a single industry.

-

11
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Lack of resources to expand Canadian operations.

The Company purchased its Canadian subsidiary in 1997 and has had limited growth, to date. Without additional
financing, we would be unable to continue the business goal of maintaining and expanding our business in Canada.
The Company could not renew its contract because the Canadian government has tightened its budget on English
training for new immigrants. This led to reduced government funding for Windsor and this will have negative effects
on its revenue. There is no assurance that Windsor will receive government funding in the coming years. The
Company will continue to look for further companies in the Canadian market area with the goal of introducing foreign
accredited programs into the China market.

The Debentures issued in the Offering were unsecured and we will need to seek additional capital to continue
our operations and repay the Debentures.

The Debentures issued in the Offering were unsecured obligations of the Company. Further, as a company with a new
and untested business plan, we may generate significant financial losses. If we have to repay a substantial amount of
the Debentures, our cash resources are not currently adequate to fund our intended future operations and there can be
no assurance that we will ever have such resources.

While we have the cash on hand to repay the debenture holders, such repayment would require us to seek additional
capital, including through the issuance of debt or equity, or through other financing. If we borrow funds, we likely will
be obligated to make periodic interest or other debt service payments, and the terms of this debt may impose
burdensome restrictions on our ability to operate our business. If we seek financing through the sale of equity
securities, our current stockholders may suffer dilution in their percentage ownership of Common Stock. Additionally,
we are not certain as to our ability to raise additional capital in the future or under what terms capital would be
available. If we are unable to raise capital when needed, our business will be negatively affected and we may not be
able to repay the Debentures in accordance with their terms or at all. In such event, the holders of the Debentures will
have no recourse other than as a general unsecured creditor of the Company.

Seasonal fluctuations in our operations.

It is a fairly common practice in China for companies to shut down their operations or operate with nominal
operations during the Chinese New Year holiday. This period of time generally lasts for approximately three weeks.
Therefore, quarterly comparisons are difficult for the March 31 fiscal quarter when the Company will have only two
full months for generating revenue in that fiscal quarter.

Risks Related to Conducting Business in China
China’s governmental and regulatory reforms may impact our ability to do business in China.

Since 1978, the Chinese government has been in a state of evolution and reform. The reforms have resulted in and are
expected to continue to result in significant economic and social development in China. Many of the reforms are
unprecedented or experimental and may be subject to change or readjustment due to a variety of political, economic

and social factors. Multiple governmental bodies are involved in regulating and administrating affairs in the
telecommunications industry, among which the MII, the National Development and Reform Commission (“NDRC”) and
the State Asset Supervisory Administrative Commission (“SASAC”) play the leading roles. These government agencies
have broad discretion and authority over all aspects of the telecommunications and information technology industry in
China, including but not limited to, setting the telecommunications tariff structure, granting carrier licenses and
frequencies, approving equipment and products, granting product licenses, specifying technological standards as well

as appointing carrier executives, all of which may impact our ability to do business in China.

12
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While we anticipate that the basic principles underlying the reforms should remain unchanged, any of the following
changes in China’s political and economic conditions and governmental policies could have a substantial impact on our
business:

- the promulgation of new laws and regulations and the interpretation of those laws and regulations;

- inconsistent enforcement and application of the telecommunications industry’s rules and regulations by the Chinese
government between foreign and domestic companies;

- the restructuring of telecommunications carriers in China;
- the introduction of measures to control inflation or stimulate growth;

- the introduction of new guidelines for tariffs and service rates, which affect our ability to competitively price our
products and services;

- changes in the rate or method of taxation;
- the imposition of additional restrictions on currency conversion and remittances abroad; or

- any actions that limit our ability to develop, manufacture, import or sell our products in China, or to finance and
operate our business in China.

For example, on November 1, 2004, as a continuation of the restructuring of telecom carriers relating to the initial
public offering of China Netcom in 2004, SASAC decided to swap the senior executives of China Mobile, China
Unicom, China Telecom and China Netcom in an effort to ease competition among carriers. We are not certain
whether there may be additional government interference, including government imposed mergers or spin-offs of the
existing carriers.

_8-
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In addition to modifying the existing telecommunications regulatory framework, the Chinese government is currently
preparing a draft of a standard, national telecommunications law (the “Telecommunications Law”) to provide a uniform
regulatory framework for the telecommunications industry. We do not yet know the final nature or scope of the
regulations that would be created if the Telecommunications Law is passed. Accordingly, we cannot predict whether it
will have a positive or negative effect on us or on some or all aspects of our business.

Under China’s current regulatory structure, the communications services that we offer in China must meet government
and industry standards. In addition, a value added service provider license must be obtained. Without a license, we
cannot provide our current mobile solution services in China. Moreover, we must ensure that the quality and content
of our services will comply with related rules and regulations. Although we already have this license, it requires an
annual renewal from the applicable governmental body.

MII and/or other related authorizations might perform spot checks to track and supervise the quality and content of
our services. Any determination that our services fail to comply with applicable rules and regulations could result in a
revocation of our license, which would have a material adverse effect on our business.

China’s changing economic environment may impact our ability to do business in China.

Since 1978, the Chinese government has been reforming the economic system in China to increase the emphasis
placed on decentralization and the utilization of market forces in the development of China’s economy. These reforms
have resulted in significant economic growth. However, any economic reform policies or measures in China may from
time to time be modified or revised by the Chinese government, at their discretion. While we may be able to benefit
from the effects of some of these policies, these policies and other measures taken by the Chinese government to
regulate the economy could also have a significant negative impact on economic conditions in China, which would
result in a negative impact on our business.

China’s economic environment has been changing as a result of China’s entry, in December of 2001, into the World
Trade Organization (the “WTQ”). Entry into the WTO required that China reduce tariffs and eliminate non-tariff
barriers, including quotas, licenses and other restrictions by early 2005, and we cannot predict the impact of these
changes on China’s economy. Moreover, although China’s entry into the WTO and the related relaxation of trade
restrictions may lead to increased foreign investment, it may also lead to increased competition in China’s markets
from other foreign companies. If China’s entry into the WTO results in increased competition or has a negative impact
on China’s economy, our business could suffer. In addition, although China is increasingly according foreign
companies and foreign investment enterprises established in China the same rights and privileges as Chinese domestic
companies as a result of its admission into the WTO, special laws, administrative rules and regulations governing
foreign companies and foreign investment enterprises in China may still place foreign companies at a disadvantage in
relation to Chinese domestic companies and may adversely affect our competitive position.

Uncertainties with respect to the Chinese legal system may adversely affect us.

We conduct our business in China primarily through our subsidiary incorporated in China. Our subsidiary is generally
subject to laws and regulations applicable to foreign investment in China. Accordingly, our business will be affected
by China’s developing legal system. Since 1978, many new laws and regulations covering general economic matters
have been promulgated in China, and government policies and internal rules promulgated by governmental agencies
may not be published in time, or at all. As a result, we may operate our business in violation of new rules and policies
without having any knowledge of their existence. In addition, there are uncertainties regarding the interpretation and
enforcement of laws, rules and policies in China. The Chinese legal system is based on written statutes and prior court
decisions that have limited precedential value. Because many laws and regulations are relatively new and the Chinese
legal system is still evolving, the interpretations of many laws, regulations and rules are not always uniform.
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Moreover, the relative inexperience of China’s judiciary in many cases creates additional uncertainty as to the outcome
of any litigation, and the interpretation of statutes and regulations may be subject to government policies reflecting
domestic political changes. Finally, enforcement of existing laws or contracts based on existing law may be uncertain
and sporadic, and it may be difficult to obtain swift and equitable enforcement, or to obtain enforcement of a judgment
by a court of another jurisdiction. Any litigation in China may be protracted and result in substantial costs and
diversion of resources and management’s attention.

We are subject to risks relating to currency rate fluctuations and exchange controls.

Because most of our sales are made in China and denominated in Renminbi (“RMB”), as such, the impact of currency
fluctuations of RMB thus far has been insignificant as it is fixed to the U.S. dollar. However, in the future, China
could choose to revalue the RMB versus the U.S. dollar, or the RMB-U.S. dollar exchange rate could float, and the
RMB could depreciate or appreciate relative to the U.S. dollar. In such event, currency rate fluctuations could
adversely affect our sales, cost of revenues and profit margins, as well as our net income, and subject us to volatility in
our financial reporting. Very limited hedging transactions are available in China to reduce our exposure to exchange
rate fluctuations. To date, we have not entered into any hedging transactions to reduce our exposure to foreign
currency exchange risk.

9.
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Restrictions on currency exchange may limit our ability to receive and use our revenues effectively.

Because substantially all of our revenues are denominated in RMB, any restrictions on currency exchange may limit
our ability to use revenues generated in RMB to fund any business activities we may have outside China or to make
dividend payments in U.S. dollars. The principal regulation governing foreign currency exchange in China is the
Foreign Currency Administration Rules (1996), as amended. Under these rules, RMB are freely convertible for trade
and service-related foreign exchange transactions, but not for direct investment, loan or investment in securities
outside China unless the prior approval of the State Administration of Foreign Exchange is obtained. Although China’s
government regulations now allow greater convertibility of RMB for current account transactions, significant
restrictions still remain. For example, foreign exchange transactions, including principal payments in respect of
foreign currency-denominated obligations, remain subject to significant foreign exchange controls and the approval of
the State Administration of Foreign Exchange. These limitations could affect our ability to obtain foreign exchange
for capital expenditures. We cannot be certain that China’s regulatory authorities will not impose more stringent
restrictions on the convertibility of RMB, especially with respect to foreign exchange transactions.

Our business benefits from certain tax incentives, and changes to these tax incentives could adversely affect our
operating results.

The Chinese government has provided various tax incentives to domestic high technology companies, including our
Chinese subsidiaries, in order to encourage the development of technology companies. There have been various tax
reform proposals in China, and if any of these incentives are reduced or eliminated by government authorities in the
future, the effective tax rates of our subsidiaries in China and our effective tax rates on a consolidated basis could
increase significantly. Any such change could adversely affect our operating results.

Recent Chinese regulations relating to acquisitions of Chinese companies by foreign entities may limit our
ability to acquire such companies and adversely affect our business and prospects.

China’s State Administration of Foreign Exchange, or SAFE, issued a public notice in January 2005 concerning
foreign exchange regulations on mergers an