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Report of the Board of Directors

EXTEREEBE_TE-F+-RA=+ The Board of Directors has pleasure in submitting its report together
—HLEFEREREELMBRE UME with the audited financial statements for the year ended 31

B December 2001.
EESHEIEBR Day-to-day Operation of the Board of Directors
1 ARAEBENAREHRLRT 1. During the reporting period, five board meetings were held,
IRESEEE  YHE LWL at which the following matters were discussed and passed:
BBTHEE:
(1) AEEZRTERESS (1) On 15 March 2001, the third Board of Directors of
R=ZBE-F=ZA+HH the Company held its fifteenth meeting at the
ERNBHE  -SHEEBRT Company’s headquarters during which the 2000
—EEEEFERERE Annual Report and its highlights, the Report of the
BE -BEFTERSE - H Board of Directors, financial statements audited by
B~ B A BLAD R AY B international and domestic auditors and the
BRER=-ZZEZFERN resolutions of no profits appropriation for 2000 and
BrAoER - =22 —FE the profit of 2001 to make up for the loss were
MEgEERBEEBENE passed. The meeting approved that Horwath Hong
R-BRTERBBEE Kong CPA Limited and Zhongtian (Shenzhen)
EREES RS Certified Public Accountants would be appointed
HEFMELRIB R as international and domestic auditors for the year
RA-ZEE-FEZEEMN 2001 respectively. The meeting also agreed on
BRZEMARBHERR matters related to the Annual General Meeting.

BERENEREE -

(2) AAE=ZRE+ANEST (2) On 10 May 2001, the third Board of Directors of the
R-ZEZE-FHAt+HEE Company held its sixteenth meeting at the
HWEER SRRBRA Company’s headquarter during which Ms. Wan Hui
BEz: ERBZLIH and Ms. Ada Y.K. Wong were nominated as
KARENEESER L candidates of independent non-executive directors
B SEERESHEA of the fourth Board of Directors of the Company.
AR - BRRARAEENZE The meeting approved the resolution of changing
R BRBEBBRETRREK the utilization of proceed and changing the
BRERA  RE=EZ Company’s Articles of Association. The meeting also
—FRAZTARBHEZ= approved “Regulations regarding discussion
ZEEFERRBEKX procedures of the General Meeting” and decided
B -BREERRHEE that the 2000 Annual General Meeting would be
BEAQATRIAKERK - held on 29 June 2001. At the meeting, the Board of

Directors agreed on Mr. Song Jiaju’s resignation from
his position as the Deputy General Manager of the
Company.
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Day-to-day Operation of the Board of Directors

(continued)

(3)

On 29 June 2001, the fourth Board of Directors of
the Company held its first meeting at the Company’s
headquarter during which Mr. Li Anjian and Mr.
Zhang Zuzhong were elected and appointed as the
Company’s Chairman of the Board of Directors and
Vice-Chairman of the Board of Directors

respectively.

On 10 August 2001, the fourth Board of Directors
of the Company held its second meeting at the
Company’s headquarter during which the Company’s
2001 Interim Report and its summary, the resolution
regarding appropriation of fixed assets and provision
of construction in progress for diminution in value
were passed. The meeting approved “Regulations
of discussion procedure of Board meetings of

Nanjing Panda Electronics Company Limited”.

On 20 December 2001, the fourth Board of Directors
of the Company held its third meeting at the
Company’s headquarter during which the agreement
regarding transferring the Company’s land use right
of the vacant premise of 11,936 sq. m.at No. 19,
Dongjian Road, Xuanwu District, Nanjing to the
Project Office of Nanjing Contemporary Chinese
History Relics Museum and the agreement of
providing guarantee for the loan of RMB250,000,000
of Nanjing Ericsson Panda Communication Company
Limited were passed. At the meeting, it was resolved
to invest the Company’s current capital of
RMB105,000,000 in short-term state debenture
projects. The meeting approved to terminate the
appointment of Zhongtian (Shenzhen) Certified
Public Accountants as the Company’s domestic
auditor for the year 2001 and appoint Shenzhen
Dahua Tiancheng Certified Public Accountants as
the Company’s domestic auditor for the year 2001.
The meeting also approved to appoint Mr. Shi
Qiusheng as the Company’s Deputy General

Manager.

Nanjing Panda Electronics Company Limited
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Day-to-day Operation of the Board of Directors
(continued)

(The above resolutions which had been passed at
the Board of Directors meetings were published in
Shanghai Securities Journal, China Securities Journal,
Hong Kong Wen Wei Po and Hong Kong iMail on
the next day from the date of convening the

respective meetings.)

2. The Company’s Board of Directors strictly complied to the
resolutions made at the general meetings during the
reporting period, and will continue to serve the Company
and the shareholders sincerely for their best interests

adhering to the principles of integrity and diligence.
Senior Management
Executive Directors

Mr. LI Anjian, born in 1953, is the Chairman and General Manager
of the Company, General Manager of Panda Electronics Group
Limited (“PEGL”), a senior economist and a postgraduate. He was
the Deputy General Manager of Nanjing Huadong Electronics
Group Company, and the Chairman and General Manager of
Nanjing Changjiang Machinery Company Limited. He joined the
Company in 1999. He has been working as a leader in electronic
industrial enterprises for many years, and has extensive experience
in the management of operations in electronic enterprises and the
industrial development. He has strong capabilities of reform and

renovation and extensive experience in operation and management.

Mr. ZHANG Zuzhong, born in 1945, is the Vice Chairman of the
Company; and Party Secretary and Senior Engineer of PEGL. He
holds a bachelor’s degree. After graduating from the Radio
Technology Faculty of the Nanjing Industrial College (currently
known as the South East University) in 1968, he joined the
Company. He has been involved in enterprise management,

personnel and education for many years.




EREEANERBR ()
FRITES

AEFRE —hWANFHEE KQFE
EREHEFEEERLAFRLKLE - T
BEtT - —WN\NFEERERTER B
ARETAB)EHIRER  BEMAEXR
A BEARQARREIAKE - BEERBAR
EEEEENMRMIE AELENET
EXABNEEEELR -

PBEX:T —NE-FdH4 - AQTE
EREHETEBEERATEETE -
RELE - IMEHED o —ANANNFRE
RPARMBERRIDER  —hANER
REAZSREEEELE - —AANE
MAELT - BEEEATEEEEEER
EIRE - Bzt RENEVEH cmER
I BELENTEEEANRNCEE
AR o

BRERNEE —IWOAFHE FQAE
ERERETFREERAFDIABEE 5
RIRRE - AREBE - —NETFEER
FARIZER (REREAE) ERERNE
¥ BENAEXAT - BEAQARRBE
B -BAERBUERMMASEERT
£ ERRENEFEXRMBNELEERE
E o

MBEXE —NWIE-—Fd4E AQFE
EREHEFEERRAFRABKE 5
MAREmED - MREBE - —NWANFEX
REZRAENERMETEEX —hth
FEMAEXLT » BEALFRBEE - F
EERMRBLXEETH  BHEER
RegEgs -

2001 Annual Report

EFEEHE
Report of the Board of Directors

Senior Management (continued)
Non-executive Directors

Mr. ZHOU Zhenyu, born in 1964, is the Director of the Company,
and Deputy General Manager of PEGL. He holds a master degree
in Mechanical Engineering. Upon graduating from the Faculty of
Mechanical Engineering of the School of Engineering of Eastern
China (currently known as the Nanjing Polytechnic University) in
1989, he joined the Company. He was the Deputy General manager
of the Company. He has involved in enterprise management and
technological management for many years and has extensive

experience in electronic technology and management.

Ms. LIU Ailian, born in 1951, is the Director of the Company, and
Chief Accountant of PEGL. She holds a postgraduate degree and
is a public accountant. Ms Liu was graduated from the Central
Financial Management Cadre Institute in 1989, and South East
University in 1998 specializing in financial management. She
joined the Company in 1999. She was the Vice-Chairman of
Ministry of State-owned Assets Management of the Nanjing City.

Ms Liu has extensive experience in finance and management.

Mr. YANG Huigian, born in 1946, is the Director of the Company,
Deputy General Manager of PEGL and a senior engineer. He holds
a bachelor’s degree. He joined the Company upon graduating
from the Radio Technology Faculty of the Nanjing Industrial College
(currently known as the South East University) in 1970. He was
involved in the repair, development and production of radio
instruments. He was also the Deputy General Manager of the
Company. He has involved in the technological and personnel
management for many years and has extensive experience in

electronic industry and operation management.

Mr. HE Zaiding, born in 1951, is the Director of the Company,
Deputy General Manager of PEGL, a senior economist and a
postgraduate. He was graduated from the South East University in
1998 specializing in the philosohy of science and technology and
joined the Company in 1975. He was the Deputy General Manager
of the Company. He is well experienced in enterprise and

operational management.

Nanjing Panda Electronics Company Limited
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Senior Management (continued)
Non-executive Directors (continued)

Mr. TANG Hongging, born in 1944, is the Director of the Company,
Chairman of the worker’s union of PEGL, senior political work
engineer and senior engineer. He holds a bachelor’s degree. He
graduated from the Radio Equipment Structure Faculty of the
Nanjing Industrial College (currently known as the South East
University), in 1968 and joined the Company in the same year. Mr.
Tang has extensive experience in enterprise management and

personnel-related work.

Mr. DENG Weiming, born in 1964, is the Director of the Company,
Deputy General Manager of PEGL and a senior engineer. He holds
a bachelor’s degree. He graduated from Information Engineering
faculty of Huazhong Industrial College in 1987, and joined the
Company in the same year. Mr. Deng has extensive experience in

electronic technology and management.

Mr. XU Guofei, born in 1962, is the Director of the Company,
Deputy General Manager of PEGL and a senior engineer. He holds
a bachelor’s degree. Mr. Xu joined the Company in 1981. He
graduated from the Radio Technology Faculty of the South East
University in 1987. Mr. Xu has extensive experience in electronic

technology and management.

Mr. ZHU Lifeng, born in 1964, the Director of the Company, Deputy
General Manager of PEGL and a senior engineer. He holds a master
degree in Industrial Studies. Mr. Zhu graduated from the South
East University specializing in electronic equipment and surveying
technologies in 1986 and joined the Company in the same year,
He graduated from the South East University specializing in signal
and message management in 1996 as a postgraduate. Mr. Zhu has

extensive experience in electronic technology and management.
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Senior Management (continued)
Independent Non-Executive Director

Ms. WAN Hui, born in 1957, is a senior economist and an
Independent Non-Executive Director of the company since 2001.
She graduated from the Correspondence School of the Party
Committee of Jiangsu Province. She is the chief controller of the
Industrial and Commercial Bank of China Jiangsu Province Branch.
Ms. Wan has over 20 years of financial institution management

experience.

Ms. Ada Ying Kay Wong, born in 1959, is an Independent Non-
Executive Director of the Company since 2000. She holds a BA
(Hons.) degree from Pomona College, Claremont, California, USA.
She passed the final common and practising exeminations of Law
College in Britian. She is practising solicitor in Hong Kong Special
Administrative Region and is a partner of Philip K. H. Wong,
Kennedy Y. H. Wong & Co. She is also an independent non-
executive director of Hengan International Group Co., Ltd. and
Dongfang Electrical Machinery Co., Ltd. She participates actively
in public service including an elected members of the Wanchai
District Council in Hong Kong and a member of the Hong Kong
Cultural and Heritage Commission and Hong Kong Policy Research

Institute.
Supervisors

Ms. ZHANG Zhenping, born in 1956, is the Chairman of the
Company’s Supervisor Committee, Vice-secretary of the Communist
Party Committee and the Secretary of the Disciplinary Check
Committee of PEGL and an economist. She was tertiary educated
and joined the Company in 1979. Ms Zhang joined the Company
in 1979. She graduated from Nanjing Television University in 1987
specializing in management of party politics. Ms Zhang has
extensive experience in enterprise management, administration
and duties of the Central Communist Party electronic technology

and management.

Nanjing Panda Electronics Company Limited
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Senior Management (continued)
Supervisors (continued)

Ms. CHEN Ning, born in 1953, is the Supervisor of the Company,
Head of the audit department of the Company and an economist.
Ms. Chen was tertiary educated. She graduated from the Television
Broadcasting University in 1986 with a speciality in enterprise
management. She joined the Company in 1970. Ms. Chen has

extensive experience in enterprise management and auditing.

Mr. ZHANG Jinyi, born in 1948, is a vice-chairman of labour
union, economist and political work engineer. He graduated from
the Nanjing Radio Technology Institute in 1968 and joined the
Company the in 1969. Mr. Zhang has been focusing on corporate
management and group work, and has extensive experience in
operation management. Mr. Zhang is nominated by employee

representatives to be the Company’s fourth session superisor.
Independent Supervisors

Mr. Wu Shiyuan, born in 1933, graduated from the People’s
Liberation Army Military Engineering School in 1964 and holds a
postgraduate degree. He became an independent supervisor of the
Company in 2001. Mr. Wu was once the vice-manager of the
Jiangsu Province Electronics division, deputy general manager of
the China Hua Lu Electronics Co. Ltd, managing director, and
managing director of China Hua Lu Matsushita Electronic
Information Co. Ltd. Mr. Wu has specialized in electronics industry
for a long time, and has strong professional knowledge and

extensive management experience.

Mr. LI Jianming, born in 1956, is currently a professor at the
Nanjing Teacher University and holds a master’s degree. Mr. Li
graduated from the Faculty of Law of the South West Politics and
Law University in 1984. He became an independent supervisor of
the Company in 2001. Mr. Li is currently a member of the Legal
consultation team of the Nanjing People’s Standing Committee of
Jiangsu Province, the People’s Prosecurational Organ Jiaysu
Province and Nanjing and a member of the research committee a
Committee member of the Chinese Litigation Law. Mr. Li has
extensive experience in legal research and over 20-year solid

experience in legal theoretical knowledge and practice.
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Senior Management (continued)
Senior Management

Mr. WANG Hongjin, born in 1948, is the Deputy General Manager
of the Company and a senior engineer. He was tertiary educated.
He graduated from the Television Broadcasting University
specializing in radio-technology in 1982 and joined the Company
in January 1969. He was the Deputy General Manager of PEGL.

He has extensive experience in sales management.

Mr. WU Liulin, born in 1959, is the Cheif Accountant of the
Company, and holds the title of accountant and a bachelor’s degree.
He joined the Company upon graduation from the faculties of
Finance and Accounting of Hengzhou Radio Technology Industrial
College in 1980. Mr Wu graduated from Nanjing Polytechnic
University in 1999 specializing in economic management, and
further studied in 1997 in Nanjing Polytechnic University for a

MBA. He has extensive experience in finance and management.

Mr. FEI Yuenwen, born in 1946, is the Deputy General Manager
of the Company, and a senior engineer. He holds a bachelor’s
degree. He graduated from the Physics Faculty of Nanjing
University in 1969, and joined the Company in 1973. He has
involved in the research, design and development of mobile
telecommunications products for many years. He was the General
Manager of Panda International Telecommunications System
Company Limited. Mr Fei has extensive experience in enterprise

management and sale of products.

Mr. SHI Qiusheng, born in 1959, is the General Manager and
Company Secretary of the Company and an economist. He holds
a bachelor’s degree. He specialized in economics management at
Hangzhou Radio Industrial College and graduated and joined the
Company in 1980. He completed his studies at the Arts Faculty of
the Nanjing Polytechnic University in 1997 and has commenced
his postgraduate studies of Business Administration (MBA) at the
University from 1995 to 1998. He has extensive practices and

experience in enterprise and operational and management.

Nanjing Panda Electronics Company Limited
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Name

FRE

Li Anjian
Zhang Zuzhong
BT

Zhou Zhenyu
EE

Liu Ailian
BERA

Yang Weigian
MBE

He Zaiding
B2

Deng Weiming
TREIR

Xu Guofei
Ru$

Zhu Lifeng
BB

Tang Hongging
BE

Wan Hui
BRB

Ada Y.K. Wong
REY¥

Zhang Zhenping
R =

Chen Ning
RRE

Zhang Mianyi

O ORE O

%A F®& BE

Sex Age Duties

B 48 EER -HLE

M 48  Chairman, General Manager
5 56 FEEBR

M 56  Vice-chairman

g 37 FUGEES

M 37 Non-executive Director

Z 50 HYTES

F 50  Non-executive Director

g 55 HYTES

M 55  Non-executive Director

g 50 FUTES

M 50  Non-executive Director

g 37 HYTES

M 37 Non-executive Director

g 39 FYTES

M 39 Non-executive Director

g 37 FYUTES

M 37 Non-executive Director

g 57 HYTES

M 57 Non-executive Director

T M4 BUFHTES

F 44 Independent non-executive Director
Z 42 BURHTES

F 42 Independent non-executive Director
Z 45 EEEIE

F 45 Chairman of the Supervisory Committee
Z 48 EZ

F 48  Supervisor

g 53 EZ

M 53 Supervisor

EFRMDER QA

FHBILBH

Term

2001.06.29-2004.06.29

2001. 06.29-2004.06.29

2001.06.29-2004.06.29

2001.06.29-2004.06.29

2001.06.29-2004.06.29

2001.06.29-2004.06.29

2001.06.29-2004.06.29

2001.06.29-2004.06.29

2001.06.29-2004.06.29

2001.06.29-2004.06.29

2001.06.29-2004.06.29

2001.06.29-2004.06.29

2001.06.29-2004.06.29

2001.06.29-2004.06.29

2001.06.29-2004.06.29

of Interests) Ordinance” were as follows:

FARRY

No. of shares

held (beginning

of the year)

0

9,400

2,900

4,400

8,000

2,743

1,886

2,743

9,100

3,429

3,900

Director, Supervisors and Senior Management

As at 31 December 2001, the interests of directors, supervisors
and senior management in the share capital of the Company as

shown on the register maintained under the “Securities (Disclosure

ERBRY

No. of shares
held (end of
the year)

0

9,400

2,900

4,400

8,000

2,743

1,886

2,743

9,100

3,429

3,900
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Director, Supervisors and Senior Management
(continued)

i R £k BE EHELES FARRE FREREY
No. of shares No. of shares
held (beginning  held (end of
Name Sex Age Duties Term of the year) the year)
St £ 68 BUES 2001.06.29-2004.06.29 0 0
Wu Shiyuan M 68 Independent Supervisor
FEH 5 45 BYEE 2001.06.29-2004.06.29 0 0
Li Jianming M 45 Independent Supervisor
Izg 5 53 HALE 2001.06.2938 8,300 8,300
Wang Hongjin M 53 Deputy General Manager From 1998.04.24
RAM 5 4 HBEHS 2001.06.29# 0 0
Wu Liulin M 42 Chief Accountant From 2000.03.07
g 5 55 HEALHE 2001.06.297 0 0
Fei Yuenyin M 55  Deputy General Manager From 2000.03.07
Bk 5 4 FARE EIENE 2001.12.20& 3,343 3,343
Shi Qiusheng M 42 Secretary to the Board of Directors From 1997.12.05
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There have been no changes in the shareholding of the Directors,
Supervisors and senior management since assuming their duties in
the reporting year. Independent Non-executive Director Ms. Wan
Hui and Ms. Ada Y. K. Wong did not hold any shares of the
Company.

Save as disclosed above, none of the directors, supervisors or
members of the senior management or their associates had any
interest in the share capital of the Company or any those of its
associated companies (as defined in the “Securities (Disclosure of
Interests) Ordinance”) as at 31 December 2001, and none of the
directors or supervisors, or their spouses or children under the age
of 18 had any right to subscribe for the securities of the Company,

or had exercised any such right.

Nanjing Panda Electronics Company Limited
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Director, Supervisors and Senior Management
(continued)

For the year, the remuneration for the existing directors, supervisors
and senior management totalled RMB1,568,000. The remuneration
for the three highest paid directors totalled RMB300,000 and the
remuneration for the three highest paid senior management staff
also totalled RMB300,000. For director’s remuneration, 1 person
is entitled to the sum ranging from RMB100,000 to RMB150,000
and 10 persons are entitled to the sum ranging from RMB50,000
to RMB100,000. For supervisor’s remuneration, 3 persons are
entitled to the sum ranging from RMB50,000 to RMB100,000. For
the remuneration for senior management staff, 1 person is entitled
to the sum ranging from RMB100,000 to RMB150,000 and 4
persons are entitled to the sum ranging from RMB50,000 to
RMB100,000.

Ms. Wan Hui, an independent non-executive director, Mr. Wu
Shiyuan and Mr. Li Jianming, both the independent supervisors,
are not entitled to remuneration granted by the Company, its parent

company and associated companies.

During the reporting period, the third Board of Directors of the
Company held its sixteenth meeting at which the Board agreed
with the resignation of Mr. Song Jiaju from the position of Deputy
General Manager due to work rearrangement. The fourth Board of
Directors of the Company held its third meeting at which Mr. Shi
Qiusheng was appointed Deputy General Manager.

Company Staff

As at 31 December 2001, the Company had a total of 2,440
employees, 1,357 of which are production staff, 586 are technical
staff, 122 are sales personel, 58 are financial staff, 317 are
administrative and management staff. Of these employees, 711 are
graduates of secondary schools. The Company had 747 staff having

retired and which the Company have to bear the related expenses.
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Information Disclosure

During the reporting period, disclosure of information of the
Company was made in Shanghai Securities Journal and China
Securities Journal in the PRC and Wen Wei Po and Hong Kong
iMail in Hong Kong.

Principal Activities

The principal activities of the Company and its subsidiaries are the
development, production and sale of mobile telecommunications
system, satellite communication system, IT and electromechanical

products.
Turnover and Contribution by Business Analysis

An analysis of consolidated turnover by business activities and
their contribution to profit (loss) of the Group under the accounting

principles generally accepted in Hong Kong is as follows:

HismE=zA

E&RME BEEE (BiR)©E
Types of Products Contribution
to Group’s

operating

Turnover profit/(loss)

ARBT T AR¥TFT

RMB’000 RMB’000

BEBREEEM Mobile telecommunications products 578,054 3,626
HEBEEM Satellite communication products 48,630 4,691
HWERER Electromechanical products 91,926 5,887

EFEEEm Electronic information products 82,453 (3,445)

Hity Others 59,817 (34,635)

860,880 (23,876)

W ISR Less: Financial costs (48,999)

RS EE Operating loss (72,875)
i - WNEIE 3 Share of results of associated companies 344,866
BRI &R Profit before taxation 271,991
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(1) BREBEEBRMSFERRS

Financial Summary

A summary of the Group’s results and its assets and liabilities for
the last five financial years, prepared in accordance with the
accounting standards generally accepted in Hong Kong, is set out

on page 11 of the Annual Report.
Net Assets Per Share

The details of the net assets per share at the balance sheet date for

each of the three years ended 31 st December 2001 are as follows:

(

—_

) As prepared in accordance with the accounting principles

generally accepted in Hong Kong

—2T-F —ZTEF —NANEF
2001 2000 1999
BERFEE Net assets per share 1.59 1.12 0.85
(FEE/RMOBR) (Net assets / Total number of shares)
(AR® ) (Unit: RMB)
] ] Rate of increase 34.82% 31.76% 2.47%
(2) RPEEFERRS (2) As prepared in accordance with PRC accounting standards:
—EE—F —TETEF —NANEF
2001 2000 1999
BREEE Net assets per share 1.43 1.16 0.98
(FEE/ROEBH (Net assets / Total number of shares)
(AR® @ 7T (Unit: RMB)
I iE Rate of increase 23.28% 18.37% 8.60%
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i
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Purchase, Sale or Redemption of Shares Listed by the
Company

Neither the Company nor any of its subsidiaries has purchased,
sold or redeemed any of the Company’s shares during the reporting

year.
Pre-emptive Rights

There is no provision for pre-emptive rights according to the
relevant laws of the People’s Republic of China and the Company’s

Articles of Association.
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Directors’ and Supervisors’ Remuneration

During the year, the aggregate remuneration of the Directors and
Supervisors amounted to RMB1,018,000 and RMB190,000
respectively, inclusive of their pension scheme contributions. Save
as disclosed above, the Company did not offer any emoluments,

allowances, or bonuses to the directors and supervisors.

Save as the emoluments paid to the Hong Kong independent non-
executive director, the emoluments paid or payable by the Company
to each of the directors and supervisors was less than RMB150,000
per year. The pension scheme for executive directors and
supervisors was included as part of the staff penison scheme of the

Company as there was no other special arrangement.
Highest Paid Individuals

The five highest paid individuals of the Company during the year

were technology specialists of the Company.

Arrangements to Purchase Shares or Debentures by
Directors, Supervisors and Senior Management

At no time during the year was the Company, its subsidiaries, its
fellow subsidiaries or its holding company a party to any
arranagements to enable the directors, supervisors or senior
management or any of their spouses or children under 18 to acquire
benefits by means of the acquistition of shares in, or debentures

of, the Company or any other corporate body.

Directors’ or Supervisors' and Senior Management’s
Interests in Contracts

No contract of significance to which the Company or its subsidiaries
was a party and in which a director, supervisor or senior
management had a material interest, existed at the end of the year

or at any time during the year.

Nanjing Panda Electronics Company Limited

-y



Y

ESEHG

Report of the Board of Directors

EEREERESK

FEES - ERECHEARAT YT RES
B BRBENHRA=F -

FEE ESUREAQFIEERN-—F
RERAD RIS QRAELREZR
BH CEERBERRIM) -

EX EERSREEAEZH
ZER

FBEHR  ARPDES - EENERE
BEAESBEZZEASHRETE -

HEFETSEEARLATIE
REH

UTAAARHERMETEELRMER
ZaH - RERTH -

(1 —hhh&FtA+mBE AAFHE
REEFEEBRAFRIVEEE
AWE o Bt - XA BRI GRS
EFEERRAGNEBEECEE
HEZECEE  ARIEAARY
300,939,000 (#9281,251,00058
TU) o XBEK  REZENEER
—AANFE+ZA=+—HBWERA
BN ARY1,290,927,0007 (8
1,206,474,0008 T) ME— AN
FTZA=Z+—HEZENEBAOA
B # 989,988,000 (&
925,222,000/ 7T) EEE °

LB ER-—hAAENA=1+H
BARNERRRASHE  XCE
HeFE M

BREBEETFRNSARL2E

Service Agreement for Directors and Supervisors

New agreements have been signed between the Company and all
executive directors and supervisors. The term of service of each

agreement is for a term of three years.

None of the directors or supervisors has entered into any contract
with the Company which is not terminable by the Company within
one year without payment of compensation other than statutory

compensation.

Privilege of Directors, Supervisors and Senior
M anagement

During the year, no privileges were enjoyed by the directors,

supervisors or senior management of the Company.

Material Contracts with PEGL

The following are contracts, transactions or arrangements between

the Company and PEGL.

(1) On 14 July 1999, the Company signed an agreement on
assets reorganisation. Accordingly, the Company agreed to
transact its assets and liabilities to Panda Electronic Group
Limited. The total transaction amounted to approximately
RMB300,939,000 (approximately HK$281,251,000).
Transaction price: The transaction price was based on the
book value of transfering assets of approximately
RMB1,290,927,000 (approximately HK$1,206,474,000) at
31 December 1999 less the transfering debt of
approximately RMB989,988,000 (approximately
925,222,000) as at 31 December 1998.

The above agreement was approved at the extraordinary

general meeting held on 30 August 1999, and completed.
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Material Contracts with PEGL (continued)

(2) On 9 October 2000, the Company and Panda Electronics
Group Limited (“PEGL”) entered into an asset reorganisation
agreement. Pursuant to which, the Company agreed to
dispose its entire interest in certain assets in relation to the
development, manufacture and sale of television sets and
related products (“the Disposal Assets”) to PEGL for a total
consideration of approximately RMB167.916 million
(approximately HK$156.931 million) which is payable by
PEGL by way of transfer of certain equity interest in
Shenzhen Jinghua Electronic Co., Ltd. and Nanjing Panda
Mechanical Engineering Plant (“The Injected Assets”)
together with a cash consideration of approximately
RMB55.543 million (approximately HK$51.909 million) to
the Company.

In accordance with the terms of 2000 Reorganisation, the
considerations for the transfers of the Disposed Assets and
the Injected Assets were determined based on the valuations
of their respective combined net assets made by Shenzhen
Weiming Appraisal Firm of approximately RMB167.916
million (approximately HK$156.931 million ) and
RMB112.373 million (approximately HK$105.021 million
) as at 30 June 2000. The difference between the valuation
of the combined net assets of the Disposed Assets and the
Injected Assets was settled by a cash consideration of
approximately RMB55.543 million (approximately
HK$51.909 million) paid by PEGL to the Company.

The above-mentioned asset reorganisation agreement and
on-going connected transactions were approved at the
Extraordinary General Meeting held on 27 November 2000.

Conditions of the reorganisation were all satisfied.

Nanjing Panda Electronics Company Limited
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Material Contracts with PEGL (continued)

Pursuant to an agreement dated 9 October 2000 entered
into between the Company and PEGL to supplement the
“Non-competition and First Right of Refusal Agreement,
the definitions of “business” and “unique products” in the
“Non-competition and First Right of Refusal Agreement”
dated 18 March 1996 entered into between the Company
and PEGL should be subject to the definitions of “business”

and “unique products” after 2000 Reorganisation.

Pursuant to the “Trademark Licence Agreement” dated 12
October 2000 entered into between the Company and PEGL
and Nanjing Panda Television Co., Ltd., the Company agrees
to permit PEGL and Nanjing Panda Television Co., Ltd. to
use PANDA trademark under trademark category 14
television set and category 9 audio and visual equipment
(video compact disc players) with consideration and the

licence fee shall be paid before 31 December each year.

Pursuant to the “Supplementary Agreement in Relation to
“Tenancy Agreement” dated 20 October 2000 entered into
between the Company and PEGL, the Company shall lease
factory premises including a total gross floor area of
4,395.71 sq.m. at No. 53 building, a total gross floor area
of 2,352.4 sq.m. at No. 16 building and 1,878.7 sq.m. of
miscellaneous premises for an annual rent of
RMB1,192,308. Both parties agreed that the scope of lease
and the annual rent shall be adjusted with reference to
business needs of then but it shall not exceed 20% of the

scope of lease stated herein.

The Company was not a party to any material contract during the

year save for the contracts disclosed herein.
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Convertible Securities, Options, Warrants or Similar
Rights

The Company had not issued any convertible securities, options

warrants or similar rights up to 31 December 2001.

Pension Scheme

The Company participated in a pension scheme established by the
government. In accordance with the terms of the scheme, the annual
contribution should be equivalent to 20% of the salary of the
employees. The pension of present and retired employees of the
Company is protected by the Nanjing Social Labour Insurance

System Co-ordinating Committee.

Except for the annual contribution, the Company has no further

obligation in relation to the pension scheme.
M anagement Contracts

No contracts concerning the management and administration of
the whole or any substantial part of this business were entered

into by the Company or existed during the year.
Results and Distribution of Profit

The operating results of the Group for the year ended 31 December
2001 and the financial status of the Company and the Group on
that date are listed on the financial statements prepared in
accordance with the accounting principles generally accepted in
Hong Kong and the PRC accounting standards. They are listed on
pages 73 to 126 and on pages 128 to 215 of the Annual Report.

The Board of Directors have resolved not to distribute any final
dividend for the year ended 31 December 2001, and not to transfer

the capital reserve to increase the share capital.

Nanjing Panda Electronics Company Limited
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Bank Loans and Other Borrowings

Particulars of bank loans and other borrowings of the Company
and the Group, as at 31 December 2001, are set out in note 24 to
the financial statements prepared under accounting principle

generally accepted in Hong Kong.

No interest was capitalized during the year.
Reserves

The changes in the reserves of the Group for the year are set out
in note 27 to the accounts prepared under accounting principles
generally accepted in Hong Kong and notes 24 and 25 to the

financial statements prepared under PRC accounting standards.
Fixed Assets

Details of the movements in fixed assets during the year are set out
in note 15 to the financial statements prepared under accounting
principles generally accepted in Hong Kong and note 11 to the

financial statements prepared under PRC accounting standards.
Subsidiaries

Information on the subsidiaries of the Company is set out in note
17 to the financial statements prepared under accounting principles

generally accepted in Hong Kong.
Major Suppliers and Customers

As at 31 December 2001, the aggregate turnover of the five major
customers of the Company represented not more than 61.9% of
the total turnover of the Company for the year, of which turnover
from the largest customer accounted for 32.3% of total turnover

for the year.

The aggregate amount of procurement from the five major suppliers
of the Company was not more than 61.8% of the total amount of
procurement made by the Company for the year, of which
procurement from the largest supplier accounted for 34.2% of

total procurement for the year.

During the year, none of the directors, supervisors and their related
persons or shareholders had interests in the share capital of the

Company's suppliers or customers mentioned above.
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Staff Quarters

In respect of purchases of staff quarters by employees of the
Company, such staff quarters are owned by PEGL and are provided
to certain employees of the Company in accordance with the
relevant policies issued by the State and Nanjing Municipal
Government respectively. The Company was not involved in the
selling of staff quarters to its employees during the year ended 31
December 2001. Therefore, there is no problem of financial
arrangement arising from sale of houses during the reform of
corporate housing system. The Company has transferred 7% of
basic salary of existing staff as housing reserve in accordance with
the relevant regulations of the State. It does not have material
impact on the results of the Company. There is currently no housing
rental subsidy, housing allowance and one-off housing subsidy for
old staff.

Compliance of Code of Best Practice

The Directors of the Company has complied throughout the
reporting period with the Code of Best Practice as set out in
Appendix 14 of the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited during the year.

Nanjing Panda Electronics Company Limited
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Confirmation by Independent Non Executive Directors
on Connected Transactions.

The independent non-executive directors of the Company have, in
such capacity, reviewed the connected transactions referred to in
note 30 to the financial statements prepared under accounting
principles generally accepted in Hong Kong and note 7 to the
financial statements prepared under PRC accounting standards and

confirmed that :

1. such transactions have been entered into by the Company

in the ordinary and usual course of its business;

2. the transactions have been entered into either (1) on normal
commercial terms or (2) where there is no available
comparison, on terms that are fair and reasonable so far as

the shareholders of the Company are concerned; and

3. such transactions have been entered into either (1) in
accordance with the terms of the relevant agreement
governing such transactions or (2) (where there is no such
agreement) on terms no less favourable than terms available

to third parties.
Auditors

The financial statements have been audited by Horwath Hong
Kong CPA Limited and Shenzhen Dahua Tiancheng Certified Public
Accountants. The auditors retire in accordance with the Articles of
Association of the Company but required to be re-appointed as

international and domestic auditors of the Company respectively.
Annual General Meeting

The Annual General Meeting will be held on 9 May 2002.

By Order of the Board
Li Anjian

Chairman

Nanjing, the PRC
19 March 2002




