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1. The Company was not involved in any litigation and arbitration

of material importance during the reporting period.

2. The Company had no acquisition or disposal of assets nor

any corporate merger during the reporting period.

3. Connected transactions: the Company had no material

connected transactions, nor assets reorganisation during the

reporting period. In 2003, the total amount of each of the

connected transactions did not exceed the relevant waiver

cap, the transactions were entered into in the ordinary and

usual course of business and had been conducted on normal

commercial terms, which are not less favourable than those

offered by domestic independent third parties for similar

transactions. Each of these connected transactions was

audited by the auditors of the Company and reviewed and

confirmed by the independent non-executive directors of the

Company (Please refer to the audit report for details).

4. During the reporting period, the Company did not hold any

trust, contract and lease of assets of other companies.

5. Material guarantees

As at 31 December 2003, the Company provided guarantees

in respect of the following facilities: the bank loan of RMB50

million for Nanjing Zhongda Mode (Group) Co., Ltd, an

independent third party of the Company; the discounted bills

of RMB1,615,500 for Nanjing Pande Juneng Small Home

Appliance Co., Ltd., a subsidiary of the Company; the

discounted bil ls of RMB12,939,900 for Nanjing Panda

Information Industry Co., Ltd; the bank loan of RMB12.5

million for Nanjing Huage Electric Plastics Industry Co., Ltd;

the bank loan and discounted bills of RMB130 million in

aggregation for Nanjing Panda Mobile Telecommunication

Components Company Limited; the bank loan and discounted

bills of RMB165 million in aggregation for Nanjing Panda

Telecommunication Development Company Limited. The total

amount for the said guarantees was RMB372,055,400,

representing 32.95% in the net assets of the Company, of

which the total guarantees provided to subsidiaries amounted

to RMB322,055,400.
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6. Upon consideration at the Annual General Meeting held on

29 April 2003, it was approved that Shine Wing Certified

Public Accountants and Horwath Hong Kong CPA Limited

be re-appointed as the domestic and international auditors

of the Company for the year 2003.

Horwath Hong Kong CPA Limited was appointed for four

consecutive years to provide audit services. Shine Wing

Cert i f ied Publ ic Accountants was appointed for two

consecutive years to provide audit services.

The remuneration for such two certified public accountants

for the year was RMB1.895 million (2002: RMB1.863 million).

The Company did not reimburse business traveling expense

and other expenses.

7. Taiyuan Resident Audit Office under the CSRC performed a

routine inspection on the Company from 24th November to

30 November 2003. By strengthening supervision and making

timely rectification, the Company will take this opportunity to

further enhance the legal compliance of its operations and

improve the quality of information disclosure, aiming to

effectively protect the investors’ interests.

During the reporting period, none of the Company, the Board

of Directors or Director was administratively penalised or

publicly criticised by any regulatory authorities.

8. Other important issues:

(1) Tax policies

The Company is registered in the High and New

Technology Development Zone in Nanjing which is

approved by the State Council as a national high and

new technology development zone. The Company has

been approved by the Jiangsu Provincial Technological

Commission as a high and new technological enterprise,

which is entitled to a preferential income tax rate of

15% as per existing policy. The Company is still entitled

to the preferential treatment at present.
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(2) In the reporting period, there was no entrusted custody

of funds or fixed deposit, which the Company failed to

recover upon maturity.

(3) Basic Medical Insurance for Employees

The Company acted pursuant to the Provisional

Regulations on Basic Medical Insurance for Employees

in Nanjing Municipality (

) (the “Regulations”) and implemented a

medical insurance scheme for its employees since 1

January 2001 medical expenses of the existing and

retired employees of the Company were charged to

staff welfare benefits payable. Upon the implementation

of new Regulations, the Company will pay the premiums

for such medical insurance scheme which are equivalent

to 8% of the total salaries of all of the existing employees

of the Company. Save as the aforesaid premiums, the

Company will not be responsible for other medical

expenses payable. The 8% contribution to the medical

insurance scheme is charged to staff welfare benefits

payable, and the basis on which the staff welfare

benefits payable are calculated remains unchanged i.e.

will still be based on 14% of the total salaries of all of

the existing employees of the Company. Accordingly,

this change in policy has no effect on the consolidated

income statement and consolidated balance sheet.


