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The Board of Directors is pleased to submit its report together with

the audited financial statements for the year ended 31 December

2003.

Day-to-day Operation of the Board of Directors

1. During the reporting period, the Company’s Board of Directors

held 4 board meetings to consider and approve the following

issues:

(1

On 11 March 2003, the Company held the 9th meeting
of the fourth Board of Directors at its headquarter. The
meeting approved the 2002 Annual Report and the
summary thereof, Report of the Board of Directors,
Financial Statements as audited respectively by the
international and domestic auditors and the Proposal
for Appropriating None of the Profit for 2002. Horwath
Hong Kong CPA Limited and Shine Wing Certified Public
Accountants were approved to be retained respectively
as the international and domestic auditors of the
Company for 2003, and a proposal for convening the
2002 Annual General Meeting was also approved.

On 22 April 2003, the Company held the 10th meeting
of the fourth Board of Directors at its headquarter. The
meeting approved the 2003 first quarterly report of the
Company.

On 18 August 2003, the Company held the 11th
meeting of the fourth Board of Directors at its
headquarter. The meeting approved the 2003 interim
report of the Company and the summary thereof. Mr.
Shi Qiusheng’s resignation from his office of Secretary
of the Board of Directors was accepted, and Ms. Chen
Ping was appointed as a Vice General Manger and the
Secretary of the Board of Directors of the Company.
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4 RABENETZREFER (4)  On 20 October 2003, the Company held the 12th
2003F 10 A20H fE A &) 48 26 meeting of the fourth Board of Directors at its
AR - GEBIA T A F2003F headquarter. The meeting approved the 2003 third
E=FERE - quarterly report of the Company.
NEBRESEERARBAREN All of the aforesaid discloseable information related to the
EEUREFEARNABRER resolutions of the board meetings was published on the next
(EBEER) - (FRESHR - & day following the respective meeting on Shanghai Securities
7 CXER) F1(The Standard) ° News, China Securities Journal, Wen Wei Po (Hong Kong)

and The Standard.

2. ARAEEFTHRREHRNBERERTT 2. During the reporting period, the Board of Directors of the

TRERENSIERE  WiEE Company strictly complied with any resolutions as approved
REBENGD 2 RA - BEHMA at the general meeting and will diligently seek the best interest
DA RRER A &A= R of the Company and shareholders pursuant to the principles

of “honesty and industriousness”.

i B # % H A Press for Information Disclosure

WMEHA - AREEERENRT ALLE During the reporting period, discloseable information of the
FHHER) (PEFHFR BBCUER) Company was published on Shanghai Securities News, China
(#£2004F E#e BCRAH)) K{The Securities Journal, Wen Wei Po (Hong Kong) (to be changed to

Standard) ° Takung Pao from 2004) and The Standard.
FEEH Principal Activities
AR REWNBRRINEZES AR - The principal activities of the Company and its subsidiaries are the
TEHHEERHBERSR  HEBER development, production and sale of mobile telecommunications
SOREENEEERS - system, satellite communication system, IT and electromechanical
products.
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BEBREEGABZARK Turnover and Contribution by Business Analysis

RIBEEB YL BRMSFELR IR ER An analysis of consolidated turnover by business activities and
PHEZIREEEBRAURNEERT (B their contribution to profit (loss) of the Group under the accounting

B)FE2oWWT principles generally accepted in Hong Kong is as follows:
HEEEEF
BERE (BR) e
Contribution
to Group’s
operating
EmFAE Type of products Turnover profit/(loss)
ARBEFT ARBFT
RMB’000 RMB’000
BEBEEM Mobile telecommunications products 3,266,134 196,515
FEBEER Satellite communication products 129,298 21,975
HWEEEmM Electromechanical products 162,341 7,355
BEFEERHEMER Electronic information products and others 309,025 (45,240)
3,866,798 180,605
Ao EHEZH Unallocated expense (59,980)
%= Finance costs (69,985)
L BT Operating loss 128,087
FEAREEE N B A Share of results of associated companies 116,742
W 351 A1) 22 ) Profit before taxation 167,382

W B 2 Financial Summary

AEBERTAEYBFERESLBRM A summary of the Group’s results and assets and liabilities for the

2B EAGH CEEEEREREYH last five financial years, prepared in accordance with accounting
RARFHRIZ - SEHEREEBEREE] standards generally accepted in Hong Kong, is set out on
B o [Accounting Figures and Financial Highlights].

NANJING PANDA ELECTRONICS COMPANY LIMITED
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5 I o A Net Assets Per Share

HZE2003F12A31 A1t 7 ZAFENFE The details of the net assets per share at the balance sheet date
EEABGBRA  BRFEEBAEOT - for each of the three years ended 31 December 2003 are as follows:

(1) BEBRERMEMNENE (1) As prepared in accordance with accounting

o principles generally accepted in Hong Kong
2003 2002 2001
BRFAE Net assets per share 1.75 1.59 1.44
(FEEMMEE) (Net assets / Total number of shares)
(AR# = 7T) (Unit: RMB)
b1 Rate of increase 9.96% 10.42% 30.91%
(2) RPEEHENES : (2) As prepared in accordance with PRC

accounting standards:

2003 2002 2001
ERFEE Net assets per share 1.72 1.57 1.43
CFEE/BRHEBER) (Net assets / Total number of shares)
(ANR¥ : 7T) (Unit: RMB)
1R Rate of increase 9.56% 9.72% 23.28%

Ji S~ A ol A A ] kR Purchase, Sale or Redemption of the Listed Securities of

1 the Company
AIREEA » ARF MEMB AR ERE Neither the Company nor any of its subsidiaries has purchased,
B HEKBEREMARRZKE - sold or redeemed any of the Company’s listed securities during the
=] reporting period.
=
B B 5 I B hiE Pre-emptive Rights
g‘f'
z REPEEGEERERARNQFZER - WK There is no provision for pre-emptive rights according to the relevant
i B RERRAE 2 153K - laws of the People’s Republic of China and the Company’s Articles
7 = of Association.
5z
R =
N =
Cilk:d
F
]
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Directors’ and Supervisors’ Remuneration

During the year, the aggregate remuneration of the Directors and
Supervisors amounted to RMB2,008,000 and RMB380,000
respectively, exclusive of their pension scheme contributions. Save
as disclosed above, the Company did not offer any emoluments,
allowances, or bonuses to the directors and supervisors.

The emoluments paid or payable by the Company to each of the
directors and supervisors was less than RMB240,000. 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 and marketing staff of the Company.

Arrangements to Purchase Shares or Debentures by

Directors, Supervisors and Senior Management

At no time during the year was the 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

There has been no contract of significance at the end of the year
or at any time during the year to which the Company or its
subsidiaries was a party and in which a director, supervisor or
senior management had a material interest, either directly or
indirectly.
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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
Management

During the year, no privileges were enjoyed by the directors,
supervisors or senior management of the Company.

Material Contracts with PEGL

Save for the agreement on asset reorganisation entered into
between Panda Electronics Group Limited and the Company in
2000, the Company was not involved in any material contract during
the reporting period.

Convertible Securities, Options, Warrants or Similar
Rights

The Company had not issued or granted any convertible securities,
options warrants or similar rights up to 31 December 2003.

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.
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Management 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
2003 and the financial status of the Company and the Group on
that date are set out in the financial statements prepared in
accordance with accounting principles generally accepted in Hong
Kong and PRC accounting standards.

The Board of Directors have resolved not to distribute any final
dividend for the year ended 31 December 2003, and not to utilise
any capital reserve to increase the share capital.

Bank Loans and Other Borrowings

Particulars of bank loans and other borrowings of the Company
and the Group, as at 31 December 2003, are set out in note 24
to the financial statements prepared under accounting principles
generally accepted in Hong Kong.

Interest which was capitalised during the year is set out in note 15
to the financial statements prepared under accounting principles
generally accepted in Hong Kong.

Reserves

The changes in the reserves of the Group for the year are set out
in the Consolidated Statement of Changes in Equity prepared under
accounting principles generally accepted in Hong Kong and notes
28 to 30 to the financial statements prepared under PRC accounting
standards.
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Fixed Assets

Details of the movements in fixed assets during the year are set
out in note 14 to the financial statements prepared under accounting
principles generally accepted in Hong Kong and note 12 to the
financial statements prepared under PRC accounting standards.

Subsidiaries

Information on the subsidiaries of the Company is set out in note
16 to the financial statements prepared under accounting principles
generally accepted in Hong Kong.

Staff Quarters

In respect of purchase 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 2003. 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.
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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.

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 29 to the financial statements prepared under accounting
principles generally accepted in Hong Kong and on pages 198 to
207 of the Annual Report in regard 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 Shine Wing 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.

NANJING PANDA ELECTRONICS COMPANY LIMITED
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Annual General Meeting

The Annual General Meeting will be held on 12 May 2004.

Special statement of the certified accountants for the
Company’s fund appropriated by its controlling

shareholder and other connected parties

To shareholders of Nangjing Panda Electronics Company Limited:

We hereby refer to our engagement by Nangjing Panda Electronics
Company Limited (the “Company”) that under Paragraph 3 of Article
1 in CSRC Zheng Jian Fa (2003) No. 56 Notice to Certain Issues
for Standardisation of Capital Transactions and Guarantees
Provided by Listed Company to Outside Company (the “Notice”),
we prepare this special statement for the Company’s fund
appropriated by its controlling shareholder and other connected
parties as at 31 December 2003. The responsibility of the Board
of Directors of the Company (the “Board”) is to provide true,
legitimate, complete evidence, original manual material, transcript,
verbal evidence and the other information which in our opinion is
necessary in connection with the Company’s fund appropriated by
its controlling shareholder and other connected parties in
accordance with the Notice. The responsibility of us is, in
accordance with the Notice, to review the Company’s fund
appropriated by its controlling shareholder and other connected
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parties and provide our special statement. During the review course,
we have carried out acquaintance, inquiry and circumspect
verification of the written evidence and all the audit procedures
which in our opinion are necessary.

According to our review, details of the Company’s fund appropriated
by its controlling shareholder and other connected parties are as
follows:

As at 31 December 2003, the Company’s fund appropriated by its
controlling shareholder and other connected parties amounted to
RMB711,690,000, including RMB8,040,000 appropriated by Panda
Electronics Group Limited, the controlling shareholder of the
Company, and RMB703,650,000 appropriated by other connected
parties. Of which, RMB707,700,000 is for operating use, and
RMB3,990,000 is for non-operating use. Among the latter, apart
from the loan to Nanjing Panda Juneng Small Home Appliance
Co., Ltd, the balance of fund appropriated by other connected
parities occurred in the business course of the Company’s business
on behalf of the connected party.

In our opinion, as at 31 December 2003, the Company presented
the overall status which gives a true and fair view in respect of the
fund appropriated by its controlling shareholder and other
connected parties.

The special statement we announce is based on our circumspect
verification and necessary audit procedures and we made our
professional judgment based on the materials we obtained during
the audit. The purpose of this statement is only for the Company
to submit its annual report to CSRC and the resident audit offices
thereunder. This report is not allowed for use for other purpose
without our written prior consent.

NANJING PANDA ELECTRONICS COMPANY LIMITED
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B PE— - W R R T R AR Shedule 1 Appropriated Fund of Nanjing Panda
R RS Electronics Co., Ltd.

8l : ARBET
Unit: RMBO0’000
R2002%128 12003%12A 2003F

HiF JERE AR HERE  2003FRH ERAR 200318
bl ERKER LERE AR ik ] ERedE (AREER 1] ERARE eERER
Fund Fund
appropriated appropriated Increase Accumulative
Connection as of 31 as of 31 in fund fund
with the  December ~ December appropriated appropriated Appropriation Payment in 2003
Class Appropriated by Company 2002 2003 in 2003 for 2003  mode and balance Reason and its mode
#EE  FEER Beé  FR&
Operating Non-operating Cash  Non-cash
ITRAARR RHETRE 827 - 804 804 19,927 804 RYEER 19128
ERESER  ARRA
By the majority  Nanjin Panda Controlling Collecting
shareholder Electronics shareholder receivables from
Group sales on behalf a
connected party
BB AREHERE 8RAZ 1,276 1,481 205 205 1,481 HEER -
ERELER  ARAF BRFAE
By other Nanjing Panda Subsidiary of Receivables
connected Television Set the controlling from sales
parties Co., Ltd. shareholder
HREHET BREZ 15 -1,876 -1,891 0 -1,876 18338 1,891
#IHORF BRFAR
Nanjing Panda Subsidiary of Import on behalf
Electronics the controlling a connected party
Import & Export shareholder
Co., Ltd.
TEREIRA FRAZ 19,189 69,289 50,100 312,717 69,289 HEER 262617
EXARRA BB LT
Jiangsu Tianchuang  Associate of Receivables
Telecommunication  subsidiary from sales

Industry Co., Ltd.

HREHER FRA 900 1,471 571 571 1471 REER -
PNREERAA

RE Nanjing Panda Subsidiary Loan

Juneng Small Home

Appliance Co., Ltd

o &

o

N

A5t 21,380 71,169 49,789 333420 70,770 399 283,631 —
Total
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Notes:

1. Increase in fund appropriated: the difference between the beginning
balance and the ending balance for the 3 accounting items of

“prepayments”, “accounts receivable” and “other receivables”

2. Appropriation mode: fund appropriated for operating use or non-operating
use
3. Operating: amounts in an open account for connected transactions related

to purchase or sales

4. Non-operating: claims for liabilities arising from loans as well as payment
of expense, repayment of bank loans and investments on behalf the

connected party.

Shine Wing Certified Public Accountants
Beijing, China

24 March 2004

Special statement and independent opinion of the
Independent Directors for the Company’s accumulative

and current guarantees provided to outside parties

Under the CSRC Zheng Jian Fa (2003) No. 56 Notice to Certain
Issues for Standardization of Capital Transactions and Guarantees
Provided by Listed Company to Outside Company (the “Notice”),
we performed circumspect verification of guarantees of Nanjing
Panda Electronics Co., Ltd. (the “Company”) provided to outside
parties as at 31 December 2003 on a practicable manner, details
of which are set out as follows:

1. As at 31 December 2003, the Company’s accumulative and
current guarantees provided to outside parties amounted to
RMB372,055,338, of which RMB50,000,000 was for
guarantee provided to Nanjing Zhongda Mode (Group) Co.,
Ltd., a listed company; and the remaining amounts were for
guarantees provided to subsidiaries of the Company. All of
such guarantees have been approved by the Board of
Director.
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As at 31 December 2003, none of the Company’s
accumulative and current guarantees provided to outside
parties was provided to its controlling shareholder, any non-
legal person or individual.

As at 31 December 2003, the total amount of the Company’s
accumulative and current guarantees provided to outside
parties was less than 50% of net assets included in the
Company’s consolidated financial statements as at the end
of 20083.

Under the Notice, the Company held the 14th meeting of the
fourth Board of Directors. At the meeting, the relevant
amendments were made to the articles in connection with
guarantees provided to outside parties in the Articles of
Association. The amendments will be proposed to the 2003
Annual General Meeting for consideration.

AEESm By Order of the Board
FRE Li Anjian
EER Chairman

RE R R - 200453 A24H

Nanjing, the PRC, 24 March 2004
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