% B 6% E
Report of the Auditors

Horwath

AZEMITEERBERTRETIAES
1208 - REBEBRMZ ST ELRR
MK -

o0 K A Y ) 5T AR
EERARERUARAATHMBRE -
ERUABRATOHHRRE - EFY

AERRAAENGTEE -

AITNEERRBEATERTIENGER
HZEVWBRRREBUNER - XER
RIREH TS - MARS TE AR EMA
& AT T ERARENATMEMAL
B EFAEEFEE -

i 5 g

AITDRBEB GRS BM 2 RBE
AETTEZLIF - EREERRAMES
AEREPEREMRBERKEERS
MHERE  TERTHESNRREZEM
B MRS PTEM B R AT M AET - FTEEE
MEHFREEREA EARAR BH&EH
MAREBEN - KEE ERUEML R MR
BRXSETHR -

EEETTAMERA Horwath Hong Kong CPA Limited
T Certified Public Accountants

ﬁ%{%"’tﬁ% = 2001 Central Plaza

BEETEBE185 18 Harbour Road

RIRES2001=

Wanchai, Hong Kong
Telephone : (852) 2528 2191
Facsimile : (852) 2810 0502
horwath @horwath.com.hk
www.horwath.com.hk

ETaE 1 (852) 2528 2191
fHE : (852) 2810 0502
horwath@horwath.com.hk
www.horwath.com.hk

We have audited the financial statements on pages 71 to 120
which have been prepared in accordance with accounting principles
generally accepted in Hong Kong.

Respective responsibilities of Directors and Auditors

The Company’s directors are responsible for the preparation of
financial statements which give a true and fair view. In preparing
financial statements which give a true and fair view it is fundamental
that appropriate accounting policies are selected and applied
consistently.

It is our responsibility to form an independent opinion, based on
our audit, on those statements and to report our opinion to you,
as a body, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.

Basis of opinion

We conducted our audit in accordance with Statements of Auditing
Standards issued by the Hong Kong Society of Accountants. An
audit includes examination, on a test basis, of evidence relevant to
the amounts and disclosures in the financial statements. It also
includes an assessment of the significant estimates and judgments
made by the directors in the preparation of the financial statements,
and of whether the accounting policies are appropriate to the
circumstances of the Company and the Group, consistently applied
and adequately disclosed.

NANJING PANDA ELECTRONICS COMPANY LIMITED
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We planned and performed our audit so as to obtain all the
information and explanations which we considered necessary in
order to provide us with sufficient evidence to give reasonable
assurance as to whether the financial statements are free from
material misstatement. In forming our opinion we also evaluated
the overall adequacy of the presentation of information in the
financial statements. We believe that our audit provides a reasonable
basis for our opinion.

Opinion

In our opinion the financial statements give a true and fair view of
the state of affairs of the Group and of the Company as at 31
December 2003 and of the profit and cash flows of the Group for
the year then ended and have been prepared in accordance with
the disclosure requirements of the Hong Kong Companies
Ordinance.

HORWATH HONG KONG CPA LIMITED
Certified Public Accountants

Chan Kam Wing, Clement

24 March 2004
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Consolidated
(R BB L RN S ERGE) (B2 —EE=F1+_-A=1+—HIFE)

(prepared in accordance with accounting principles generally accepted in Hong Kong)
(For the year ended 31 December 2003) (Expressed in Renminbi thousands)

Income Statement

—EE=F —ETC-F

2003 2002

Bt st AR®TT AR¥ETT

Note RMB’000 RMB’000

&R Turnover 3 3,866,798 1,291,425
SHE KA Cost of sales (3,421,997) (1,113,209)
il Gross profit 444,801 178,216
H bl A Other revenue 4 48,152 72,272
2 SHER AR Distribution costs (112,640) (46,160)
THER Administrative expenses (252,226) (148,172)
KB K& ) T Profit from operations 5 128,087 56,156
BE P A Finance costs 6 (77,447) (53,450)
DEBENAES Share of results of associates 116,742 132,060
B %4 B VA Profit before taxation 167,382 134,766
Frg iz i Income tax expenses 7 (18,041) (23,359)
> A% 5 2 B Vi Profit before minority interests 149,341 111,407
D HRT R Minority interests (47,890) (12,600)
N % i Net profit for the year 9 101,451 98,807
% & Dividends 10 — —
FRAN ARE) Earnings per share (RMB) 11 0.15 0.15

NANJING PANDA ELECTRONICS COMPANY LIMITED
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Consolidated Balance Sheet
(HEEEERMZ Bt EARR) (R=FE=F+-A=+—A)

(prepared in accordance with accounting principles generally accepted in Hong Kong)
(At 31 December 2003) (Expressed in Renminbi thousands)

—ZE=F —ETF
2003 2002
liiEz3 ARWTFIT ARMTF T
Note RMB’000 RMB’000
HSERER Assets and liabilities
EREDEE Non-current assets
EmEE Intangible assets 13 51,610 75,902
M BEKEE Property, plant and equipment 14 378,811 352,957
EEIR Construction in progress 15 5,938 7,718
B & N Rl o Interests in associates 17 582,460 658,989
®& Investments 18 810 810
1,019,629 1,096,376
mENEE Current assets
HH%RE Short term investments 19 105,175 97,462
RIEBERFER Loan to a non-related company 20 50,000 -
Fa Inventories 21 364,941 231,177
B =5 Bills receivable 176,336 76,726
FE W Rk IE Trade debtors 22 121,874 153,409
E fib fEWGRIE - Other debtors,
TR R RIE deposits and prepayments 202,404 124,031
U ERMB AR Amounts due from fellow
RN D54 subsidiaries, associates
EZRENEIE QL] and related companies 23 656,795 197,499
JE W A AR A iR Amount due from ultimate
NGIE @] holding company 25 13,444 —
RITERERE Bank balances and cash 788,498 685,008
THIE Taxation 16,284 —
2,495,751 1,565,312
mEN R A Current liabilities
B3 Borrowings 24 1,627,704 1,126,574
FE T RIE Trade creditors 22 233,607 82,975
b fE T ROE - Other creditors, customer
REGFER KL ETE A deposits and accrued charges 286,996 212,070
ENBERMEBAT - B4  Amounts due to fellow subsidiaries,
NAEI M EEE R RIFHIE associates and related companies 51,056 66,847
FE AN B AR AR AR Amount due to ultimate 25 — 17,165
N R)FIA holding company
A Taxation — 1,994
2,199,363 1,507,625
mENBEEE Net current assets 296,388 57,687
HEERRDAR Total assets less current liabilities 1,316,017 1,154,063
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EHEERER
Consolidated Balance Sheet
(HEEERRNZ S EAGER) ( R_FEE=F+_H=1+—H)

(prepared in accordance with accounting principles generally accepted in Hong Kong)
(At 31 December 2003) (Expressed in Renminbi thousands)

—ET=F —ETF
2003 2002
bt it AR®FrT ARBF T
Note RMB’000 RMB’000
HEERTDHAR Total assets less current liabilities 1,316,017 1,154,063

REAR Non-current liabilities
RHBER Long term borrowings 24 (38,000) (38,000)
1,278,017 1,116,063

BARKFEE Capital and reserves

% Share capital 26 655,015 655,015
B {7 iR (E B % il Share premium and reserves 490,223 388,772
BRER Shareholders’ funds 1,145,238 1,043,787
PEHBRRES Minority interests 132,779 72,276
1,278,017 1,116,063

EEgR_TTNF=-A-THARRK The financial statements on pages 71 to 120 were approved and
ARHEMETIEZ120B 2B EHRE - & authorised for issue by the board of directors on 24 March 2004

ERUATATREESE : and are signed on its beh

alf by:

FRE fBE
LI Anjian LIU Ailian
EE EE
Director Director

NANJING PANDA ELECTRONICS COMPANY LIMITED
2003 ANNUAL REPORT
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BEERRAE
Balance Sheet
(BB LR e EARE) R=ZEFE=F+=-A=+—H)
(prepared in accordance with accounting principles generally accepted in Hong Kong)
(At 31 December 2003) (Expressed in Renminbi thousands)
—ZE=F —ETF
2003 2002
Mt at AR%TiT ARKFT
Note RMB’000 RMB’000
HERAR Assets and liabilities
ERBEE Non-current assets
EREE Intangible assets 13 36,930 53,343
M BEKEE Property, plant and equipment 14 279,889 292,981
EEIR Construction in progress 15 5,895 5,081
DY NG Investments in subsidiaries 16 163,199 133,986
N b ey Interests in associates 17 337,814 416,772
®E Investments 18 810 810
824,537 902,973
mEEE Current assets
MHRIEE Short term investments 19 — 97,462
RIEBER RGN Loan to a non-related company 20 50,000 —
T8 Inventories 21 6,821 40,242
FEW R E Bills receivable 40 —
FE U RIR Trade debtors 22 5,748 7,265
B ENGKIE - TR Other debtors, deposits
B FRIA and prepayments 147,731 127,383
FEWAR 2 Dividend receivable 9,510 4,682
BRI R M B A Amounts due from fellow
/N 7&%@ subsidiaries, associates
NGIEQE and related companies 23 81,791 58,034
FE Bl B A B SR IE Amounts due from subsidiaries 585,325 468,667
FE U S 44 AR A B FR Amount due from ultimate
holding company 25 28,343 —
RITFRRRE Bank balances and cash 182,851 216,955
1,098,160 1,020,690
mER R Current liabilities
B Borrowings 24 830,000 852,800
FEA 53R Trade creditors 22 11,627 13,581
F HEMENKIE  BFE7F Other creditors, customer
=R RN FERTE A deposits and accrued charges 173,102 189,534
I3 ERRRMNBAR - Amounts due to fellow
] il /NETDN subsidiaries, associates
£ EZRENEIE /@] and related companies 50,907 30,600
F R EINGIE$! Amounts due to subsidiaries 26,312 6,431
B FEﬁEi S Amount due to ultimate
% = NCIF/ ] holding company 25 — 14,156
5=
R = 1,091,948 1,107,102
/ﬁ ; REREE/ (AR E Net current assets/(liabilities) 6,212 (86,412)
=3 HEERRHAR Total assets less current liabilities 830,749 816,561
£
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EEARE
Balance Sheet
(HEEERRNZ S EAGER) ( R_FEE=F+_H=1+—H)

(prepared in accordance with accounting principles generally accepted in Hong Kong)
(At 31 December 2003) (Expressed in Renminbi thousands)

—ET=F —ETF
2003 2002
k23 AR®FrT ARBF T
Note RMB’000 RMB’000
HEERTDHAR Total assets less current liabilities 830,749 816,561
REAR Non-current liabilities
RAAER Long term borrowings 24 (38,000) (38,000)
792,749 778,561
BFR @R Capital and reserves
& A5 Share capital 26 655,015 655,015
A& 17 55 18 K Share premium and reserves 27 137,734 123,546
792,749 778,561

BN ZTMFE=A - +HEERAR
RHABEWRETIERT120E 2B EHRE - &

EEUATATRERESE
FRE
LI Anjian
EE
Director

The financial statements on pages 71 to 120 were approved and
authorised for issue by the board of directors on 24 March 2004
and are signed on its behalf by:

HEE

LIU Ailian

EE

Director

NANJING PANDA ELECTRONICS COMPANY LIMITED
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EHRERED X
Consolidated Statement of changes in Equity
(BEBEBRNZ @it RAGR) BE_ET=F+_HA=1T—HIFE)
(prepared in accordance with accounting principles generally accepted in Hong Kong)
(For the year ended 31 December 2003) (Expressed in Renminbi thousands)
BE £ Rit
BF RORE BFRH AFEE  EfRE BR #E
Statutory Asset
Share Share Capital common revaluation Accumulated
capital premium reserve funds reserve loss Total
AREFT ARETT AREFTT AREFTT ARETT AREFI ARETT
RMB’000  RMB’000  RMB'000  RMB'000  RMB'000  RMB'000  RMB’000
(Kizt27)
(Note 27)
R-EE—E+-A=1+—-H&#H
Balance at 31 December 2001
—REE 2R 655,015 389,338 5,110 189,850 35,688 (309,504) 965,497
—As previously stated
—BHBREE ZUMEREAE - - - - 3,196 (23,713 (20,517)
—Prior year adjustment on change
in accounting policy
NAIEE BBEER 655,015 389,338 5,110 189,850 38,884 (333,217) 944,980
As restated
RERHM - - - - - 98,807 98,807
Profit for the year
BV EESHRRER M - - - - (752) 752 -
Realised on amortisation of
intangible assets
RZEE_F+_A=1+—H#&H 655,015 389,338 5,110 189,850 38,132 (233,658) 1,043,787
Balance at 31 December 2002
RERET - - - - - 101,451 101,451
Profit for the year
BVEESERBRZRE = - - - (752) 752 =
Realised on amortisation of
intangible assets
=
=3 R-ZEE=F+-_A=+—-H&H 655,015 389,338 5,110 189,850 37,380 (131,455) 1,145,238
3 Balance at 31 December 2003
st
%
B
7 =
|z
R Z
A
" F
i
#}
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Consolidated Cash Flow Statement
(BRERERERN S EAGE) B2 _TE=F1+_F=1—HILFE)

(prepared in accordance with accounting principles generally accepted in Hong Kong)
(For the year ended 31 December 2003) (Expressed in Renminbi thousands)

-3 -2 —ZT-F
2003 2002
AB%FT AREFT
RMB’000 RMB’000
BEXBERACRAS Net cash used in
operating activities (177,810) (130,310)
REED Investing activities
BANE  BERZE Purchase of property, plant and equipment (43,406) (18,686)
TRIERZ Expenditure on construction in progress (15,698) (2,803)
REKARR Expenditure on development costs (14,680) (26,901)
EIfERE ZEM Investment in treasury bonds (100,000) (97,462)
K2 HRIR & Bk Withdrawal of short term investments 113,132 117,727
HEBE AR ZWA Proceeds on disposal of associates = 15,261
HEME  HERFHIBA Proceeds on disposal of property, 1,129 2,117
plant and equipment
BB ARZEE Additional investment in a subsidiary (1,125) =
EEE R RE Acquisition of interest in associates — (1,800)
EMEMRE Additional other investments — (810)
REBERRER Loan to a non-related company (50,000) —
BEEBRRTERL (Placement)/release of pledged (441,582) 13,213
(g /m bank deposits
EIF & Interest received 6,569 3,987
BB E R R Z R E Dividends received from associates 173,696 302,955
TEHIBRRAIZIRE FE Net cash of subsidiaries not consolidated = 3,000
RETEH (EA) EEXZBBE  Net cash (used in)/generated (371,965) 309,798
from investing activities
e Financing activities
M ER New loans raised 1,552,458 1,722,800
BEEN Repayment of loans (1,326,758) (1,419,570)
REERARER (Repayment to)/advances from (30,609) 13,240
(88) /1 ultimate holding company
DERRRBERA Shares subscribed by 17,398 38,800
minority shareholders
ERLERRRE Dividends paid to minority shareholders (806) (1,607)
MEETHEEZRAE Net cash generated from 211,683 353,663
financing activities
ReRB&EE D)/ B Net (decrease)/increase in cash (338,092) 533,151
and cash equivalents
HnzReRReEE Cash and cash equivalents 678,210 145,059
at beginning of year
HrzBeRAGEE Cash and cash equivalents
at end of year 340,118 678,210
SHASRASFERER Analysis of the balances of cash
and cash equivalents
FITEHBRIRE Bank balances and cash 788,498 685,008
B BERRITER Less:Pledged bank balances (448,380) (6,798)
340,118 678,210

NANJING PANDA ELECTRONICS COMPANY LIMITED
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NOTE TO THE FINANCIAL STATEMENTS

(BBEBEBERNZ it ERIGR) (BE—EE=F1_HA=1—HIFE)
(prepared in accordance with accounting principles generally accepted in Hong Kong)
(For the year ended 31 December 2003) (Expressed in Renminbi thousands)

1.

(a)

— B ¥R

RABR—NNA_FEMA-+NH
fErhEE NRZEFE ([ E]) Ak
R—HERMNARAR C BAEA
TEERBEETEEQR ([FRES

SEAR])AFLARBE AR - AQ

AR —hhA"ERA-ARK—
ANANEFE+—A+\BEESHAE
REMAERAR BB & E
ﬁ*”&%%tﬁo—nnﬂit
A A *ﬁ%%lﬂjiﬁ% il
ﬁ@a& B BREE TS
Hﬁ@@?vﬁ%%%$ﬁﬁwﬁ
IR AA] °

> Kt

AREREMBAR ([REE]) X
BEGRAE  LERHEEETR

BEHEm BAERAEZSALEEE
Edm e

o 5k OR

RN ERBHRRZEBE S ER
E [P (N

RREE

BREERBAEEBREMIETR
A BREESAMASMBELE
FHERIREL - R BIZE L AR R
e YEREBYE  HEHINR
e BREEERHEMRENEME
HER] -

1.

(a)

Organisation and operations

The Company was established in the People’s Republic of
China (the “PRC”) on 29 April 1992, as a joint stock limited
company by way of private subscription with Panda
Electronics Group Company (“PEGC”), a state-owned
enterprise, as the sole promoter. The Company was listed on
The Stock Exchange of Hong Kong Limited (“The Hong Kong
Stock Exchange”) and the Shanghai Stock Exchange on 2
May 1996 and 18 November 1996 respectively. In July 1999,
PEGC was re-organised into a company with limited liability
and was renamed as “Panda Electronics Group Company
Limited” (“PEGCL”) and continued to be the Company’s
ultimate holding company.

The principal activities of the Company and its subsidiaries
(the “Group”) are the development, manufacture and sale of
electronics and telecommunications products, satellite
communication system and electromechanical products.

Significant accounting policies

The principal accounting policies which have been adopted
in preparing the financial statements are as follows:-

Basis of preparation

The financial statements have been prepared in accordance
with accounting principles generally accepted in Hong Kong
and comply with accounting standards issued by the Hong
Kong Society of Accountants (the “HKSA”). The financial
statements have been prepared under the historical cost
convention as modified by the revaluation of property, plant
and equipment, intangible assets and other investment.
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NOTE TO THE FINANCIAL STATEMENTS

(RBEELEBERANZ Gt RAHRSR) BE—ELE=F+-A=+—HILFE)
(prepared in accordance with accounting principles generally accepted in Hong Kong)
(For the year ended 31 December 2003) (Expressed in Renminbi thousands)

2.

(a)

(b)

HEGHBOR (A)

REEE (W)

AEERAFERNABEBETED
REMBFER] ST EFERE
125 [Pr5#t) ([ 2R BB ERE
125%]) - ARG BEHERERAR
“EE=F - A HIARRRZ
2R EIME -

Rl et BEEERF 12578
AEBEEHAZ G BREE
AEEREHAGTBRRZEEH R
ERATEHEN T XME2 () °

RERE R

FAMBRREEANRALENME
RABESFT _A=1t—HL®
BB ®ME - FRABEREEZMH
BRAZEETD DRI MEKE 2+
BMEHRAEEREZERA L
R FBERME) st AFRKER ©
BEEAKERNZEAR S RiEH
BREAIRP AT

DR M2 T I I SRR AE BB
RAIRERGRBEFEZ s -

2.

(a)

Significant accounting policies (continued)

Basis of preparation (continued)

In the current year, the Company and the Group adopted the
revised Statement of Standard Accounting Practice No. 12
“Income taxes” (“SSAP 12”) issued by the HKSA which is
effective for accounting periods commencing on or after 1
January 20083.

The adoption of the revised SSAP 12 resulted in a change to
the Company’s and the Group’s accounting policies on
deferred taxation. The change to the Company’s and the
Group’s accounting policy on deferred taxation and its effect
are set out in note 2(l) below.

(b) Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and its subsidiaries made up to
31 December each year. The results of subsidiaries acquired
or disposed of during the year are included in the consolidated
income statement from the effective dates of acquisition or
up to the effective dates of disposal as appropriate. All
significant transactions and balances within the Group are
eliminated on consolidation.

Minority interests represent the interests of outside
shareholders in the operating results and net assets of the
subsidiaries.

NANJING PANDA ELECTRONICS COMPANY LIMITED
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NOTE TO THE FINANCIAL STATEMENTS

(BBEBEBERNZ it ERIGR) (BE—EE=F1_HA=1—HIFE)
(prepared in accordance with accounting principles generally accepted in Hong Kong)
(For the year ended 31 December 2003) (Expressed in Renminbi thousands)

2. WEEGBOR (H) 2. Significant accounting policies (continued)
(c) B8R () Goodwill
E#ir &R B ﬂﬁﬁfﬁﬁﬁﬁﬁﬁﬁﬂhﬂﬂl Positive goodwill arising on consolidation represents the
BB EHAEEEGKERS excess of the cost of the acquisition over the Group’s share

#J#WLﬁEEfﬁE’J’D\$FTEE’J*M ©
HRENMNBABRMS ¢

(i

(i)

R-ZFET—F—A—BaET
MURE - ERBERNERERE
8 WMEBREBERD - Rk
R-FF—F—HA—BxZRK
EITHRE  ERHESRER
FHAIERFS - LAE%?%E/\W\
EEERAEH - THES

of the fair value of the identifiable assets and liabilities

acquired. In respect of controlled subsidiaries:

(i)

(i)

for acquisitions before 1 January 2001, positive goodwill
is eliminated against reserves and is reduced by
impairment losses; and

for acquisitions on or after 1 January 2001, positive
goodwill is amortised to the consolidated income
statement on a straight-line basis over its estimated
useful life. Positive goodwill is stated in the consolidated

W$Tﬁﬂﬁ£ﬁﬁﬁ2§§+%ﬁﬁ&ﬁ balance sheet at cost less any accumulated
BEEE  RNGEAEEABERNA amortisation and any impairment losses.

HIE o

ZRYEERE A E &R In respect of acquisitions of associates and jointly

BRR  CRHEQREBA
EREH - LERERERE

controlled entities, positive goodwill is amortised to the
consolidated income statement on a straight-line basis

mk AR o BEATE RitiE over its estimated useful life. The cost of positive
HEREBENEREKA goodwill less any accumulated amortisation and any

1B - BETARE R F R IARE
HIERESHOIREER °

%%&w%mgm—«wga
HEEHEEMEROE

impairment losses is included in the carrying amount
of the interest in associates or jointly controlled entities.

Negative goodwill arising on acquisitions of controlled
subsidiaries, associates and jointly controlled entities

% P?E%EUTE AEB RGNS represents the excess of the Group’s share of the fair
::; AHREERBENATER value of the identifiable assets and liabilities acquired
g',,g A WS R AR BT D AR over the cost of the acquisition. Negative goodwill is
£ Tt A - accounted for as follows:
%
iz
m =
5z
R =
A=
A F
E3
#
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NOTE TO THE FINANCIAL STATEMENTS

(BEBEBRNZ ST EAGR) BE_ET=F+_HA=1T—HIFE)
(prepared in accordance with accounting principles generally accepted in Hong Kong)
(For the year ended 31 December 2003) (Expressed in Renminbi thousands)

2. HEEEBOR ()

(c) T8 (#4)

(i

)

L L
HURS : A B AR AR
MES R

R-BT—F—F—BxZ®E
ETHUEE - AT 8l
AR - 3R ERESt E RO TRAT
AREBRRFAXBENARE
AR BEEE R RERHIB
ST+ AR R 1R B A s
REFNERE W R AR - B
HRERE(ETSERAKEMR
BHNFEREENRFER
SRZENTINE / BN IE
EREEMNNETFOAERSE
Hl > RERA SR AR - B
HEEMSMIEFEREERT

BEGEFEEIERNEA K
BENER -

AR & 38R AR
aEE

— RERHWEAAM

FREEBREENER
BEERMEBRA - KA
—EERBERAIMEL
BENEETIR &

-  BEBEQRRARES
BEREmME EZ%EPE%

AR ERT RER
THE R EEMNIREE
|7(_| °

2.

()

Significant accounting policies (continued)

Goodwill (continued)

(i)

(ii

for acquisitions before 1 January 2001, negative
goodwill is credited to a capital reserve; and

for acquisitions on or after 1 January 2001, to the extent
that negative goodwill relates to an expectation of future
losses and expenses that are identified in the acquisition
plan and can be measured reliably, but which have not
yet been incurred, it is recognised in the consolidated
income statement when the future losses and expenses
are incurred. Any remaining negative goodwill, but not
exceeding the fair values of the non-monetary assets
acquired, is recognised in the consolidated income
statement over the weighted average useful life of those
non-monetary assets that are depreciable/amortisable.
Negative goodwill in excess of the fair values of the
non-monetary assets acquired is recognised
immediately in the consolidated income statement.

In respect of any negative goodwill not yet recognised
in the consolidated income statement:

—  for controlled subsidiaries, such negative goodwill
is shown in the consolidated balance sheet as a
deduction from assets in the same balance sheet
classification as positive goodwill; and

—  for associates and jointly controlled entities, such
negative goodwill is included in the carrying
amount of the interests in associates or jointly
controlled entities.

NANJING PANDA ELECTRONICS COMPANY LIMITED

2003 ANNUAL REPORT

81



b &

=

.

5N 8o

o> = ot

s s TR A

&

I L

NOTE TO THE FINANCIAL STATEMENTS

(BEBEBRNZ @it RAGR) BE_ET=F+_HA=1T—HIFE)
(prepared in accordance with accounting principles generally accepted in Hong Kong)
(For the year ended 31 December 2003) (Expressed in Renminbi thousands)

2.

()

(d)

(e)

HEGBOR (H)

mE (W)

Fiﬁﬂj’%ﬂﬁ/ﬁ wIP B A
BRERARESERE TH"JZ
Hletﬂiaﬁﬂ,m 1451 SREH 2

%%B’éf\fﬁéﬁ%’ﬁ' %EE Eﬁ%ﬁfmﬁ
MREERS G EER -

B 2R

B ARMEEEFHEZE A
B EHIBAFBIREE  KAB
FHETRAXARRBAREEX
HEXEEZS AR ZUBREER
R WBEBREARSMSE - MELQ
A -ER=Ft+_H=+—HHF
MERIIRR B IRKME16 ©

BEL

o

- NEIDRE RN SE T Rk ety
BMREHRAREBMBATZEN
¥ - FAWNRKREEAFERE
B b H e N R R 2 KB o
EREBEEAGBRTD  BEAFN
RERERANEEEIG LR R 2 F
BEEN / BN B AR AR OB S
R BESITREAR o EANKEEE
Bt N AR HEF - REIR 2 A
B IR (E M 8H 7N &= B TE AR BT E R &)
MR RIFRFREIEFAXH
EEEEE -

e AR 2 RER AR RARERE
PR B. Be B MR KA A © $9HgE =
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2.

(c)

(d)

(e)

Significant accounting policies (continued)
Goodwill (continued)

On disposal of a controlled subsidiary, an associate or a
jointly controlled entity during the year, any attributable
amount of purchased goodwill not previously amortised
through the consolidated income statement or which has
previously been dealt with as a movement on Group reserves
is included in the calculation of the profit or loss on disposal.

Subsidiaries

A subsidiary is a company in which the Group, directly or
indirectly, holds more than half of the issued share capital or
controls more than half of the voting power, or where the
Company controls the composition of its board of directors
or equivalent governing body. Details of the Company’s
subsidiaries as of 31 December 2003 are set out in Note 16
to the financial statements.

Associated companies

An associated company is an enterprise over which the Group
is in a position to exercise significant influence, including
participation in financial and operating policy decisions. The
consolidated income statement includes the Group’s share
of the post-acquisition results of its associates for the year.
In the consolidated balance sheet, interests in associates
are stated at the Group’s share of the net assets of the
associates plus the premium/less any discount arising on
acquisition in so far as it has not already been written off or
amortised. When the Group transacts with its associated
companies, unrealised profits and losses are eliminated to
the extent of the Group’s interest in the relevant associates,
except where unrealised losses provide evidence of an
impairment of the asset transferred.

The results of associates are accounted for by the Company
on the basis of dividends received and receivable during the
year in the Company’s balance sheet, investments in
associates are stated at cost, as reduced by any decline in
the value of the associate that is other than temporary.
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2.

()

Significant accounting policies (continued)

Property, plant and equipment

Property, plant and equipment is stated at cost or valuation
less depreciation and impairment losses. The cost of an asset
comprises its purchase price and any directly attributable
costs of bringing the asset to its present working condition
and location for its intended use. Expenditure incurred after
the asset has been put into operation, such as repairs and
maintenance and overhead costs, is charged to income
statement in the period in which it is incurred. In situations
where it can be clearly demonstrated that the expenditure
has resulted in an increase in the future economic benefits
expected to be obtained from the use of the asset, the
expenditure is capitalised as an additional cost of the asset.

The gain or loss arising on the disposal or retirement of an
asset is determined as the difference between the sales
proceeds and the carrying amount of the asset and is
recognised in the income statement. Where the recoverable
amount of an asset has declined below its carrying amount,
the carrying amount is reduced to reflect the decline in value.
In determining the recoverable amount of assets, expected
future cash flows are discounted to their present values.

It is the Group’s policy to determine the carrying amount of
the property, plant and equipment on the historical cost basis.
However, in compliance with the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited,
property, plant and equipment of the Group were revalued in
1995 in connection with the listing the Company’s shares on
The Hong Kong Stock Exchange and stated in the financial
statements at such valuation.

The Group does not intend to revalue these assets in the
future and they will continue to be carried at their 1995
valuation less subsequent depreciation.
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2.

(f)

(9)

Significant accounting policies (continued)
Property, plant and equipment (continued)

The surplus arising on the 1995 revaluation of these assets
was credited to the assets revaluation reserve. Any future
decrease in value of these assets will be charged to the
income statement to the extent that it exceeds the balance,
if any, on the revaluation reserve relating to the previous
revaluation of the same asset. On the subsequent disposal
or retirement of such assets, the attributable revaluation
surplus not yet transferred to retained profits in prior years
will be transferred to retained profits.

Depreciation is provided to write off the cost of property,
plant and equipment over their anticipated useful lives on a
straight-line basis at the following annual rates:-
Land use rights Over the term of the leases
Buildings 15 to 35 years
Plant, machinery and equipment 5to 11 years
Transportation equipment and
motor vehicles 5 to 10 years
Construction in progress

Construction in progress represents buildings and machinery
under construction or installation and is stated at cost less
any impairment. Cost comprises direct and indirect costs of
acquisition or construction as well as borrowing costs
capitalised. Construction in progress is transferred to property,
plant and equipment when they are completed. No
depreciation is provided on construction in progress.
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2.

(h)

Significant accounting policies (continued)

Impairment of assets

Property, plant and equipment and development expenditure
are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount of one of
these assets may not be recoverable. Whenever the carrying
amount of an asset exceeds its recoverable amount, an
impairment loss representing the difference between the
carrying amount and the recoverable amount of an asset, is
recognised in the income statement. The recoverable amount
is the higher of an asset’s net selling price and value in use.
The net selling price is the amount obtainable from the sale
of an asset in an arm'’s length transaction less the costs of
disposal, while value in use is the present value of estimated
future cash flows expected to arise from the continuing use
of an asset and from its disposal at the end of its useful life.

Reversal of impairment losses recognised in prior year is
recorded when there is an indication that the losses
recognised for the asset no longer exist or have decreased.
The reversal is recorded in the income statement.

Investments in securities

All securities other than held-to-maturity debt securities are
measured at fair value at subsequent reporting dates. Where
securities are held for trading purposes, unrealised gains
and losses are included in net profit or loss for the period.
For other securities, unrealised gains and losses are dealt
with in equity, until the security is disposed of or is determined
to be impaired, at which time the cumulative gain or loss is
included in net profit or loss for the period.
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2.

(i)

(k)

(U

Significant accounting policies (continued)

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost which comprises all costs of purchase and, where
applicable, costs of conversion and other costs that have
been incurred in bringing the inventories to their present
location and condition, is calculated using the weighted
average cost method. Net realisable value represents the
estimated selling price in the ordinary course of business
less the estimated costs of completion and the estimated
costs necessary to make the sale.

Taxation

The charge for taxation is based on the results for the year
as adjusted for items which are non-assessable or disallowed.
Certain items of income and expenses are recognised for tax
purposes in a different accounting period from that in which
they are recognised in the financial statements.

Deferred taxation

Deferred taxation is provided in full, using the liability method,
on temporary differences arising between the tax bases of
assets and liabilities and their carrying amounts in the financial
statements. Taxation rates enacted or substantively enacted
by the balance sheet date are used to determine deferred
taxation.

Deferred tax assets are recognised to the extent that it is
probable that future taxable profit will be available against
which the temporary differences can be utilised.
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2.

(U

Significant accounting policies (continued)

Deferred taxation (continued)

Deferred taxation is provided on temporary differences arising
on investments in subsidiaries, except where the timing of
the reversal of the temporary difference can be controlled
and it is probable that the temporary difference will not reverse
in the foreseeable future.

In prior years, deferred taxation was accounted for at the
current tax rate in respect of timing differences between profit
as computed for taxation purposes and profit as stated in
the financial statements to the extent that a liability or an
asset was expected to be payable or recoverable in the
foreseeable future.

The adoption of the revised SSAP 12 resulted in a change in
the Company’s and the Group’s accounting policy on deferred
taxation. The change in the accounting policy on deferred
taxation did not have material impact on the financial
statements for the years ended 31 December 2003 and 2002.

(m) Provisions and contingencies

A provision is recognised when there is a present obligation,
legal or constructive, as a result of a past event and it is
probable that an outflow of resources embodying economic
benefits will be required to settle the obligation, and a reliable
estimate can be made of the amount of the obligation.
Provisions are reviewed regularly and adjusted to reflect the
current best estimate. Where the effect of the time value of
money is material, the amount of a provision is the present
value of the expenditure expected to be required to settle
the obligation.

Contingent liabilities are not recognised in the financial
statements. They are disclosed unless the possibility of an
outflow of resources embodying economic benefits is remote.
A contingent asset is not recognised in the financial
statements but disclosed when an inflow of economic benefits
is probable.
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2.

(n)

(o)

Significant accounting policies (continued)
Translation of foreign currencies

Transactions in foreign currencies are translated at the
exchange rates ruling on the dates of the transactions.
Monetary assets and liabilities denominated in foreign
currencies are retranslated at the rates ruling on the balance
sheet date. Profits and losses arising on exchange are dealt
with in the income statement.

On consolidation, the balance sheets of overseas subsidiaries
and associates maintained in foreign currencies are translated
at exchange rates ruling on the balance sheet date whilst the
profit and loss is translated at an average rate. Exchange
differences arising on consolidation, if any, are dealt with in
reserves.

Borrowings costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are
assets that necessary take a substantial period of time to get
ready for their intended use or sale, are capitalised as part
of the cost of those assets. Capitalisation of such borrowing
costs ceases when the assets are substantially ready for
their intended use or sale. Investment income earned on the
temporary investment of specific borrowings pending their
expenditure on qualifying assets is deducted from the
borrowing costs capitalised.

All other borrowing costs are recognised as an expense in
the period in which they are incurred.
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2.

(p)

(a)

(r)

(s)

(1)

Significant accounting policies (continued)
Retirement benefit scheme

Payments to retirement benefits scheme are charged to the
income statement.

Research and development costs

Expenditure on research and development is charged to the
income statement in the year in which it is incurred except
where a major project is undertaken and it is reasonably
anticipated that development costs will be recovered through
future commercial activity. Such development costs are
deferred and written off over the life of the project from the
date of commencement of commercial operation.

Operating leases

Leases where substantially all the risks and rewards of
ownership of assets remain with the lessors are accounted
for as operating leases.

Rentals payable under operating leases are charged to the
income statement on a straight-line basis over the term of
the relevant lease.

Trademarks

Trademarks are stated at cost or valuation less accumulated
amortisation and provision, if necessary, for any impairment
loss.

Cash equivalents

Cash equivalents represent short term highly liquid
investments which are readily convertible into known amounts
of cash and which were within three months of maturity when
acquired, less advances from banks repayable within three
months from the date of the advance.
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2.

(v)

(v)

Significant accounting policies (continued)

Recognition of income

Sales are recognised when goods are delivered to customers.
Interest income from bank deposits is accrued on a time
basis, by reference to the principal outstanding and at the
interest rate applicable. Dividend income from unlisted
investments is recognised when the shareholders’ rights to
receive payment is established.

Segment reporting

A segment is a distinguishable component of the Group that
is engaged either in providing products or services (business
segment), or in providing products or services within a
particular economic environment (geographical segment),
which is subject to risks and rewards that are different from
those of other segments.

In accordance with the Group’s internal financial reporting,
the Group has chosen business segment information as the
primary reporting format and geographical segment
information as the secondary reporting format.

Segment revenue, expenses, results, assets and liabilities
include items directly attributable to a segment as well as
those that can be allocated on a reasonable basis to that
segment. Segment revenue, expenses, assets, and liabilities
are determined before intra-group balances and intra-group
transactions are eliminated as part of the consolidation
process, except to the extent that such intra-group balances
and transactions are between group enterprises within a single
segment. Inter-segment pricing is based on similar terms as
those available to other external parties.

Segment capital expenditure is the total cost incurred during
the period to acquire segment assets (both tangible and
intangible) that are expected to be used for more than one
period.

Unallocated items mainly comprise financial and corporate
assets, interest-bearing loans, borrowings, corporate and
financing expenses and minority interests.
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3.

BEM

EERER/HENMRBREREE=F

BV R E B R T -

3. Turnover

services provided to outside customers, net of sales taxes

and discounts.

Turnover represents the invoiced value of goods sold and

3 fib e A 4.  Other revenue
—EZT=E ZTEEF
2003 2002
ARETFiT ARKFIT
RMB’000 RMB’000
HERE WA Income from short term investments 20,845 16,529
e WA Rental income 12,800 11,563
RITF T E Interest on bank deposits 6,569 3,987
Hfth e A Sundry income 5,641 9,325
BiireE A Technology licence income 2,297 21,981

EHIR B BB EH R D Release of provision for

short term investments — 8,887
48,152 72,272
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NOTE TO THE FINANCIAL STATEMENTS

(BREBEERNZEit EAGE) BE_FF=F1_A=1+—HLFE)

(prepared in accordance with accounting principles generally accepted in Hong Kong)

(For the year ended 31 December 2003) (Expressed in Renminbi thousands)

S.

X H BB &N 5. Profit from operations
bt 1 -2 ZZTCF
2003 2002
ARBFT ARKETT
RMB’000 RMB’000
EMBRTNIEE & Profit from operations has
opd=aril been arrived at after charging:
BIRIB X Bad debts written off 34,910 —
e Depreciation 33,400 24,873
B EENEE (WTHEEA)  Amortisation of intangible assets
(included in administrative expenses) 38,972 20,755
RERER (MMTHERRN) Provision for bad and doubtful debts
(included in administrative expenses) 49,143 4,254
FEEE(RTRERN) Provision for inventories (included
in administrative expenses) 10,123 3,263
BIEA Staff costs
RINEFIEHEI K Retirement benefit scheme contributions 8,938 8,938
BEHS - Directors’ remuneration: —
BUFNTES Independent non-executive directors
ik Fees 88 88
H it 57 B Other emoluments = =
ERTES Non-executive directors: —
we Fees 1,440 960
H it 5 B Other emoluments = =
HITES Executive directors: —
ik Fees — —
EXE¢  EREN Basic salaries, housing allowances,
Hizat RENEF other allowances and benefits in kind 480 320
R EIE R Contributions to pension schemes 18 18
EEMS : Supervisors’ remuneration: —
ik Fees — —
EXE¢  EREN Basic salaries, housing allowances,
HA 28 R EWEH other allowances and benefits in kind 380 280
RGBT Contributions to pension schemes 27 27
Hit Others 38,517 29,368
49,888 39,999
ZERMH e Auditors’ remuneration 1,755 1,863
mERNzAE Operating lease rentals in respect
of land and buildings 3,107 4,219
HEME  KERBHEZESR Loss on disposal of property, plant
and equipment 80 871
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S8

X BN ()

(a)

5.  Profit from operations (continued)

BNESENABHENRHES (@) The emoluments of each of the directors during the

#]751,000,0008 LA | ©

relevant periods were under HK$1,000,000.

EaMEmaTAE A LB (b)  The five highest paid individuals include: —
—EE=F —EEF
2003 2002
A8 AH
Number of Number of
Individuals Individuals

Afimxme AL Five highest paid individuals

EE Directors — —
EE Supervisors — —
BT Employees 5 5
5 5

EeMENMAZ AL/
BETREMESRNAERBRNE
B & ¥5 % 1,000,000% 7T LA
T RENMEINELT -

relevant periods were as follows:-

All of the five individuals with highest emoluments in the
Group were employees of the Company each with
emoluments during the relevant periods under HK$1,000,000.
The aggregate emoluments of the five individuals during the

—ET=F —ETF

2003 2002

ARBFIT ARKEFIT

RMB’000 RMB’000

%*?% N H AL Salaries and other benefits 1,510 836
RIREFEIHE K Retirement benefits scheme contributions 44 44
1,554 880

NANJING PANDA ELECTRONICS COMPANY LIMITED
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I L

E_FF=FF_A=1—HIFE)

(For the year ended 31 December 2003) (Expressed in Renminbi thousands)

6.

5 AR 6. Finance costs
—ET=F —ERCF
2003 2002
ARSTFIT ARKEFIT
RMB’000 RMB’000
RAFREEZRITR Interest on bank and other loans
HEMmERZFE wholly repayable within five years 76,554 53,194
B EETREEARZEE  Less: Amounts capitalised to
construction in progress — (49)
76,554 53,145
RITEM Bank charges 893 305
77,447 53,450
i £ B8 X 7. Income tax expenses
bt -1 g S —ET-F
2003 2002
ARTFIT ARKEFIT
RMB’000 RMB’000
HIES A - Taxation charge comprises: —
AT PRC income tax
—RRIREKB AR — Company and its subsidiaries 2,594 2,448
. /NE — Associates 15,447 20,911
18,041 23,359
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(RBEELEBERANZ Gt RAHRSR) BE—ELE=F+-A=+—HILFE)
(prepared in accordance with accounting principles generally accepted in Hong Kong)
(For the year ended 31 December 2003) (Expressed in Renminbi thousands)

7.

Pt B3 i (47)

—ANEF  ARARBEBLE
e ERRERTAOE  %E
RERFARMAZER - R—hARF
NAZ+NB » ARBELTEHE R
BRMEZEEERI/DMRIMDE
¥ ZRMUEARRAHE AR
F-A-BEGMBESTNERRN
BHM16% 2 FTiEH °

ARRZHMBARCRAERA
15%Z 33% AT S ©

ARBZETEMERRERENRE
REEEARAT((BRELE]D
EHMBERNEERRAT15%2
FRS ML

i

Income tax expenses (continued)

In 1995, the Company changed the place of its registration
to Pukou, Nanjing, which is a High and New Technology
Development Zone. On 29 August 1995, the Company was
recognised by the Jiangsu Science and Technology
Commission as a High and New Technology Enterprise and
such status has enabled the Company to pay income tax at
the rate of 15% of its assessable profit with effect from 1
January 1995.

All subsidiaries of the Company pay income tax at the rates
between 15% and 33%.

The Company’s principal associated company, namely
Nanjing Ericsson Panda Communication Co., Ltd. is subject
to the income tax rate of 15%.

NANJING PANDA ELECTRONICS COMPANY LIMITED

2003 ANNUAL REPORT
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NOTE TO THE FINANCIAL STATEMENTS

(BREBEERNZEit EAGE) BE_FF=F1_A=1+—HLFE)

(prepared in accordance with accounting principles generally accepted in Hong Kong)

(For the year ended 31 December 2003) (Expressed in Renminbi thousands)

e

Pt B3 th (41)

AEBEBBHANERN 2 HIAER
ERAARBARLBER 2B EMaT

7. Income tax expenses (continued)

Taxation charge on the Group’s profit before taxation differs

from the theoretical amount that would arise using the taxation

B EmBME RN rate of the home country of the Company as follows:
= s —ETF
2003 2002
AE#Tir AREFT
RMB’000 RMB’000
Rk 5 Bl g A1) Profit before taxation 167,382 134,766
& B RS F B K 33% Tax calculated at the statutory
FTHEZ IR PRC tax rate of 33% 55,236 44,473
READSHHEHLET 2 Exemption/reduction of income tax
REMRESRHESR under preferential tax treatment (73,287) (43,333)
THFEZHIBLE Tax effect of:
TRIEH 2 W e Income not subject to taxation (5,086) (3,838)
DGIEY: %35 Expenses not deductible
for taxation purposes 24,219 19,212
RERBIEERE Deferred tax benefits arising
from tax losses not recognised 22,762 21,951
RERRIEEE 2 F A Utilisation of previously unrecognised
tax loss (1,185) (5,306)
BAFEMSRBERE Over provision in the prior years (4,088) (70)
REFZRER (BETR)/  (Under)/over provision in the current year (64) 86
AR
EAh Others (466) (9,816)
REEZRIBARX Taxation charge 18,041 28,359

B %t Bt 5

REBEPEGFAELER  RNEE
REMBHRERFEHEZE Lmﬁé
EFETIE/APHZIHEAERE -
ATEERERREEMSSERK
WA RS RER - PRIARETRIRE
EXEIASTERE

8. Deferred taxation

The major component of the net deferred tax asset unprovided

for at the balance sheet date is utilised tax losses computed

under the PRC accounting standards. No provision for

deferred taxation has been recognised in the financial

statements as it is not certain that the benefits of the deferred

tax asset will be utilised in the foreseeable future.
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NOTE TO THE FINANCIAL STATEMENTS

(RBEELEBERANZ Gt RAHRSR) BE—ELE=F+-A=+—HILFE)
(prepared in accordance with accounting principles generally accepted in Hong Kong)
(For the year ended 31 December 2003) (Expressed in Renminbi thousands)

9.

10.

11.

12.

(a)

AR AR i A

AEBARFEFn iz AR
101,451,0007C (ZEZ=F : AR
¥ 98,807,0007T) ° EH AR ¥
14,188,0007C (ZZTE=F : AR¥E
292,496,0007T) #))@ A B # AR 2
AR K o

Jbe B
FRLEREPHBRS (ZTF=

F R PARRERBARE (=
TE_F ) e

5 B 7 A

BRI S TH R IR % S 2 B 3R A
A AREA101,451,000 (=2 F
—4F R F A R#98,807,0007T) K&
—EER _FE_TT=FRNBEE
K A% 19 655,015,0000% 5+ & ©

2 ¥ B %

BEXW

BEBHER: AE - FERHEE
BEBERBTHEEER

BERER : A% LTERKESE
TR ERE
HEBEER A% LERKEE

BEBEEM

2.

10.

11.

12.

(a)

Net profit for the year

Of the Group’s net profit for the year of RMB101,451,000
(2002 : RMB98,807,000), profit of RMB14,188,000 (2002 :
profit of RMB292,496,000) has been dealt with in the financial
statements of the Company.

Dividends

No interim dividend was paid (2002 : RMBNil) and no final
dividend is proposed for the year (2002 : RMBNil).
Earnings per share

The calculation of the earnings per share is based on profit
attributable to shareholders of RMB101,451,000 (2002 : profit

of RMB98,807,000) and 655,015,000 shares in issue
throughout 2003 and 2002.

Segment reporting
Business segment

Mobile telecommunication products: Sale and distribution of
mobile telephones and telecommunication products

Electromechanical products: Development, production and
sale of electromechanical products, equipment and
appliances

Satellite telecommunications products: Development,
manufacture, sale of satelline telecommunication products.

NANJING PANDA ELECTRONICS COMPANY LIMITED
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(REERBEFN ST EAGER) (BE
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—EP=F A= +—ALER)

(prepared in accordance with accounting principles generally accepted in Hong Kong)
(For the year ended 31 December 2003) (Expressed in Renminbi thousands)

12.

(a)

(b)

A ()

BEERoW (W)

12. Segment reporting (continued)

(a) Business segment (continued)

BHEAER KEHEER HEREER Hib %% At
Mobile Satellite Other
telecommunication Electromechanical telecommunication operations Consolidated
products products products
SEP-F —ST £ "@P-F —TD £ “RP-F TR & "PP-F —TT £ "PP-F —TD-£
2003 2002 2003 2002 2003 2002 2003 2002 2003 2002
ARBFRT AR¥TT ARBFT ARETL ARBFRT ARETT ARBTT ARKTT ARBFT AREFIL
RMB’000 RMB'000 RMB’000 RMB'000 RMB’000 RMB'000 RMB’000 RMB'000 RMB’000 RMB'000
(98 Revenue
HIHE External sales 3,266,134 895609 162,341 109,752 129,298 101,378 309,025 184,686 3,866,798 1,291,425
BRAE Result
AHBBE Segment result 196,515 68,601 7,355 1,666 21,975 19,187 (45,240) (21,177) 180,605 68,277
TABEHZ L Unallocated corporate expenses (59,980)  (16,413)
LR Operating profit 120,625 51,864
Flexd Interest expenses (76,554)  (53,145)
FISHA Interest income 6,569 3,087
AEHENFEE Share of net profit of associates 102,727 125,679 14,015 6,381 116,742 132,060
FEBX Income tax expenses (18,041) (23,359
DUREERAET Profit before minority interests 149,341 111,407
DURRER Minority interests (47,890)  (12,600)
EaRA Net profit 101,451 98,807
wE Assets
HHEE Segment assets 1,718,763 574,246 176,219 103,133 49,169 36,682 796,664 1,100,903 2,740,815 1,814,964
BENTER Investment in associates
under equity accounting 348,273 426,077 234,187 232,912 582,460 658,989
THHBREE Unallocated corporate assets 192,105 187,735
3,515,380 2,661,688
ffE Liabilities
HHaE Segment liabilities 996,226 467,993 63,761 59,757 11,336 21,650 298,040 143,425 1,369,363 692,825
THHBHEE Unallocated corporate liabilities 868,000 852,800
2,237,363 1,545,625
EtRH Other information
FEER Depreciation 9,016 1,424 2,775 2,546 — — 21,609 20,903
3 By (b) Geographical segment

—ET=FER  FEBBIO0%H
ERETHRERESE -

In 2003, over 90% of the Group’s sales are generated from
sales in the PRC.
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(BEBEBRNZ ST EAGR) BE_ET=F+_HA=1T—HIFE)
(prepared in accordance with accounting principles generally accepted in Hong Kong)
(For the year ended 31 December 2003) (Expressed in Renminbi thousands)

13. K& R

13. Intangible assets

[ BARE®E et
Development

Trademarks costs Total

AR®FTT ARWTFT AR¥ETT

xHEE The Group RMB’000 RMB’000 RMB’000
FRESGHE Cost or valuation:

NRZEBEZE_F+_A=+—H At 31 December 2002 90,273 26,901 117,174

NE Additions — 14,680 14,680

R-ZBE=F+—-"H=+—H At 31 December 2003 90,273 41,581 131,854

b Eis) Amortisation:

R-ZEE-_F+-_A=+—H At 31 December 2002 36,930 4,342 41,272

F A 5 Amortisation for the year 16,413 22,559 38,972

R-ZEE=F+-_A=+—H At 31 December 2003 53,343 26,901 80,244
IR B Net book value:

NR-ZTFZT=%F+-_A=+—H At 31 December 2003 36,930 14,680 51,610

NRZEBEZE_F+_A=+—H At 31 December 2002 53,343 22,559 75,902

ik |

Trademark

AR®FT

3/ The Company RMB’000
FRESGHE Cost or valuation:

R-ZTZT-F+-_A=+—H At 31 December 2002 90,273

NE Additions —

R-ZFT=F+-A=+—H At 31 December 2003 90,273

X Amortisation:

R-ZTZT-F+-_A=+—H At 31 December 2002 36,930

F N Amortisation for the year 16,413

NR-ZTFZT=F+_-_A=+—H At 31 December 2003 53,343
IR B Net book value:

NR-ZZFBEZT=%F+-_A=+—H At 31 December 2003 36,930

R-ZTZT-F+-HA=+—H At 31 December 2002 53,343

AARR—NNANFHEHETEH

ARABANEE  BESEAARKE
155,140,000 * R=ZZZFF LA
=+ HMISEEE A=A -
YISERAR - MR {%Wﬁﬁﬂiﬁﬁﬁ%&
B EEMEMAM ER) BRA
([P I EEEETTHE - %WE
A AR90,273,0007T °

The trademark, which the Company acquired from PEGC in
1996 at a consideration of RMB155,140,000, was revalued
on 30 September, 2000 at RMB90,273,000 on an open
market value basis by Sallmanns (Far East) Limited
(“Sallmanns”), Chartered Surveyors, Property Consultants,
Plant and Machinery Valuers and Financial and Intangible
Asset Valuers.

NANJING PANDA ELECTRONICS COMPANY LIMITED
2003 ANNUAL REPORT
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NOTE TO THE FINANCIAL STATEMENTS

(BBEBEBERNZ it ERIGR) (BE—EE=F1_HA=1—HIFE)
(prepared in accordance with accounting principles generally accepted in Hong Kong)
(For the year ended 31 December 2003) (Expressed in Renminbi thousands)

14. W% ~ W5 Kk B 14. Property, plant and equipment
EWRMH
TifERE BEN BERRMR RAE #a
Plant, Transportation
Land machinery and equipment and
use rights Buildings equipment motor vehicles Total
AREFTL AREFT AREFTL AREFTL AREFT
50 The Group RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
REXREE Cost or valuation:
“EE-F+-A=1-H At 31 December 2002 26,500 328,713 131,779 7,563 494,555
NE Additions — 2,837 36,732 3,837 43,406
ERIREA Transfer from construction
in progress — 1,792 15,646 — 17,338
HE Disposals — — (9,598) (299) (9,897)
ZZE=F+ZfA=+-H At 31 December 2003 26,500 333,342 174,459 11,101 545,402
il Depreciation:
ZZFE-F+ZA=+-H At 31 December 2002 4,366 56,425 77,396 3,411 141,598
AEERE Charge for the year 527 12,628 19,313 932 33,400
it £ B 5 Written back on disposal — — (8,264) (143) (8,407)
“EE=F+-A=1-H At 31 December 2003 4,893 69,053 88,445 4,200 166,591
REFE Net book value:
“EE=F+-A=1-H At 31 December 2003 21,607 264,289 86,014 6,901 378,311
“ZZ-F+-f=1-H At 31 December 2002 22,134 272,288 54,383 4,152 362,957

Mi5E : RSBy L8 AR FRE Y 2 30
AR - it AR i ER AR A9
RRA2%F

b &

=

.

R[S i = =~ N -

B LT I

Note : All the Group’s land use rights and buildings are located in the

PRC and have remaining lease terms of approximately 42 years.
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NOTE TO THE FINANCIAL STATEMENTS

(RBEELEBERANZ Gt RAHRSR) BE—ELE=F+-A=+—HILFE)
(prepared in accordance with accounting principles generally accepted in Hong Kong)
(For the year ended 31 December 2003) (Expressed in Renminbi thousands)

14. W3k ~ WG Bk (4) 14. Property, plant and equipment (continued)
EGRE
iR BEN WEREMR RiRE #a
Plant, Transportation
Land machinery and equipment and
use rights Buildings equipment motor vehicles Total
AREFT ARETTT ARETFT ARETT  ARETE
F48 The Company RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
[RENEE Cost or valuation:
“TE-F+-A=1-H At 31 December 2002 26,500 296,369 82,607 470 405,946
RE Additions — — 6,716 421 7,137
hE Disposals — — (10,463) — (10,463)
—EZ=%+-A=1-H At 31 December 2003 26,500 296,369 78,860 891 402,620
e Depreciation:
—ZZ-F+-A=1-H At 31 December 2002 4,366 48,706 59,557 336 112,965
AEENE Charge for the year 527 11,713 7,054 39 19,333
I & R Written back on disposal = = 9,567) = 9,567)
ZZE=F+ZA=1—H At 31 December 2003 4,893 60,419 57,044 375 122,731
REFE Net book value:
—EZ=4+-A=1-H At 31 December 2003 21,607 235,950 21,816 516 279,889
“TE-F+-A=1-H At 31 December 2002 22,134 247,663 23,050 134 292,981
B 3E : 2N )89 b {58 A IR IR ER W) 2 EB AL Note : All the Company’s land use rights and buildings are located in the
AR - 350 PR RE A i R A 40 B PRC and have remaining lease terms of approximately 42 years.
RA24F o

NANJING PANDA ELECTRONICS COMPANY LIMITED
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(prepared in accordance with accounting principles generally accepted in Hong Kong)
(For the year ended 31 December 2003) (Expressed in Renminbi thousands)

15, TR 15. Construction in progress
5508 F4F

The Group The Company
"S- —TT & "BB-F 2 TTF
2003 2002 2003 2002
ARBTT AR®TrT ARETT AREFT
RMB’000 RMB’000 RMB’000 RMB’000
R—A—H At 1 January 7,718 5,094 5,081 5,000
m:FRRE Add : Additions during the year 15,698 2,852 884 81
23,416 7,946 5,965 5,081

W BSEYME C BE  Less : Transfers to property,

HEFRRD plant and equipment (17,338) (228) — =
B Disposal (140) — (70) —
R+=—A=+—H At 31 December 5,938 7,718 5,895 5,081

CEEIRITBIEERNEEZFF Construction in progress does not include capitalisation of interest.

B o
16. )& A vl BE % 16. Investments in subsidiaries
—ET=HF —EEF
2003 2002
AR¥TFrT AR T T
RMB’000 RMB’000
FLEmKRH - RE Unlisted shares, at cost 194,611 143,986
T ASSEERIER Impairment loss recognised (31,412) (10,000)
163,199 133,986
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NOTE TO THE FINANCIAL STATEMENTS

(RBEELEBERANZ Gt RAHRSR) BE—ELE=F+-A=+—HILFE)
(prepared in accordance with accounting principles generally accepted in Hong Kong)
(For the year ended 31 December 2003) (Expressed in Renminbi thousands)

16. KY)& 4 v HE s (4)

MEXIZEZRNEARSGNRS EK
¥/ EMEEE - AT AEZERR
BES

16. Investments in subsidiaries (continued)

Particulars of the subsidiaries, all of which are established/
registered and operating in the PRC and directly held by the
Company, are as follows:-

FLRRA
HELREE B/ #MAL EfEF BFEsl TERH
Proportion of
nominal value
Date of of issued capital/
establishment/ registered capital
Name of subsidiary registration Registered capital directly held Principal activities
HREEETNEEARAA —AANE ARM530,000T  94.34% RELEMBOR TN RERER
MA=t+A
Nanjing Panda Electronics 27 April 1998 RMB530,000 Sourcing raw materials, components
Materials Co., Ltd. and parts, equipment and machinery
for production
BREEEFRARIEAA “W\EARTZR AR¥300,0007C 100% Rit  HE - RK HERHDHALKERERE
REREDR
Nanjing Panda Electronics 12 September 1988 RMB300,000 Design, production, installation, sale and
Systems Engineering Company distribution and repair of communication
and television broadcasting systems
R TRHEZEFBRAR “AAZETZAZt—H AR¥6500000  95% EEEFEmRTAM
Shenzhen Panda 21 December 1992 RMB6,500,000 Trading of electronics products and
Electronics Co., Ltd. components
ARERERITKEERAR —“AANETATIA AR 5,000,000  70% SERHELETRRRE
Nanjing Panda Technology 15 October 1999 RMB5,000,000 Manufacture and sale of equipment for
Equipment Co., Ltd. production of television sets
HREHEEREXERAR —“RANEER=TR % 713,400,000 72% R¥ EERHEETRREM
Nanjing Panda Information 20 July 1998 US$3,400,000 Development, production and sale of
Industry Co. Ltd. electronics information products
AREHERRERAARAR —ANZFTATZR %711,000,000 72% HERDHERE AR BERETH
Panda International 12 October 1993 US$1,000,000 Sale and distribution of cellular mobile
Telecommunication telephones and pagers

Systems Co., Ltd.

NANJING PANDA ELECTRONICS COMPANY LIMITED
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Name of subsidiary

Date of
establishment/

registration

Proportion of
nominal value
of issued capital/
registered capital

Registered capital directly held

16. W JE A vl B () 16. Investments in subsidiaries (continued)
FOFRE
HELRER B/ EMAL EfEs HEEAL TERE

Principal activities

BRAEEFIZH( M)

Nanjing Guanghua Electronics
Plastic Casings Factory
(Note 1)

BREHEERER
Nanjing Panda Mechanical

Engineering Plant

BREHBRERLR
Nanjing Panda Accurate

Machinery Co., Ltd.

HREEERERERAA
Nanjing Panda Appliance
& Apparatus Co. Ltd.

BRRAEERITERAR

Nanjing Panda Netcom

Technology Co. Ltd.

BREHEEHNEERAR
Nanjing Panda Mechanical

Manufacturing Co. Ltd

BREREREEERAH
Nanjing Panda Hua Ge

Electronic Plastics Co. Ltd

—AN\mEF
+=A=+A
20 December 1984

—“QWNARERA+=H
12 May 1995

—AANEZATH
10 February 1999

ZEEZENAZTNA
29 September 2000

“ET-F

MA=—++H
27 April 2001

“EE-5:AZTN\B
28 June 2001

ZEE-F+tZATHE
26 December 2001

AR¥12,250,000  71.94%

RMB12,250,000

AR¥45,000,000  99.11%
RMB45,000,000

AEH5,000,000C  70%
RMBS5,000,000

AR%1,000,000c  70%
RMB1,000,000

AEH5,000,000C  70%

RMB5,000,000

ARH5,000000  70%
RMBS,000,000

AREH5,000,000C  60%
RMBS5,000,000

HEEERIZRETNT

Manufacture and processing of

television casing

EERBEETES
Manufacture and sale of communication

equipment and electronic equipment

EERHEZXETESR
Manufacture and sale of specialised

electronic equipment

CERBRENHESRAREETEERR
Development and production of
electromechanical products and installation

of electronics communications systems

RELEREREEAZANN  ER

Development, production and sale of
telecommunication system and

software products

SRERNE  REM
Manufacture of raw materials, components

and parts for production

2BHm B
Manufacture and sale of plastic products

and spare parts
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(prepared in accordance with accounting principles generally accepted in Hong Kong)
(For the year ended 31 December 2003) (Expressed in Renminbi thousands)

BB R M

16. W)E A w B (4H) 16. Investments in subsidiaries (continued)

HELRER

B3/ E A

Date of

establishment/

FLRHE
REESH

Proportion of

EREE

nominal value
of issued capital/

registered capital

EERE

Name of subsidiary registration Registered capital  directly held Principal activities

HRREBDREREERAR —TT-_F_ANAR AR #120,000,0007C 51% BERBNHEE

Nanjing Panda Mobile 8 February 2002 RMB120,000,000 Sale of mobile and telecommunication
Communication Equipment products
Co., Ltd.

HRERBEERERAT ZZEZ-FN\ATAA AR¥20,000,000C  100% % EENHELHEE  BTBE

Nanjing Panda 16 August 2002 RMB20,000,000 Development, production and sale
Communications of mobile telecommunication products
Development Co., Ltd.

HREHEHERAR “TE-F-A-f+MA  ARH3,000,000  70% EREMOMIsE

Nanjing Panda Mechancial 24 January 2002 RMB3,000,000 Manufacture and subcontracting of
Co., Ltd. mechanical parts

BRETFHEERAR —ZT-F1H AE%1,000000C  70% BEFERERORE

Nanjing Electronic October 2002 RMB1,000,000 Inspection of electromechanical products
Calibration Co., Ltd.

AREERERRERAR “EZ-£1TATNR AK#10,000,000  50% UEBERGER PRBLERE

Nanjing Panda Network 18 October 2002 RMB10,000,000 Data communication terminal products and
Technology Co., Ltd. network communication products

BREEZGERBRAA ZEE-FNA=TH AR%3,000,000C  60% AEREMERNRERES

Nanjing Panda System 30 September 2002 RMB3,000,000 Development and sale of computer software

Integration Co., Ltd.

NANJING PANDA ELECTRONICS COMPANY LIMITED
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(BBEBEBERNZ it ERIGR) (BE—EE=F1_HA=1—HIFE)
(prepared in accordance with accounting principles generally accepted in Hong Kong)
(For the year ended 31 December 2003) (Expressed in Renminbi thousands)

16. B )& 2 6 e (%)

MizE

AAREE —HEBRERANESE T
BB AR - ZWBRRIZEE
X RBEBRBINRIETIN ©
RIBARREEEBAR—NN\EF
AIUME SN - A EBHERERER
F4F AR ¥350,00070 2 (REE 3R

FEEMARKE20,000TEE=E
THE 7 ARMET50,000T A LE ©
MAEEBHELNTFRECRHE
% ARAEEZEEBR—IBFIR
AE—YIEE - SEMRBHE &
BEBATRIBRARREZ ZIRE
mABIRE T IRES BEEFE -

16.

Investments in subsidiaries (continued)

Note 1

Nanjing Guanghua Electronics Plastic Casings Factory operates
as a joint venture between the Company and a joint venture
partner. The principal activity of this subsidiary is the manufacture
and processing of television casing. Under the joint venture
agreement entered into between the Company and joint venture
partner in 1987, the joint venture partner has agreed to receive
a guaranteed return on an annual basis of RMB350,000 with an
annual increase of RMB20,000 up to RMB750,000 in 2007.
The Company is entitled to 100% of all profits and will bear
100% of all losses after payment of the annual guaranteed
return to the joint venture partner. Upon expiry of the joint venture
agreement, the Company and joint venture partner will be entitled
to share the net assets, after excluding the retained earnings to
which the Company is entitled, in accordance with their

respective shareholding.

17. B8 2 6l B

17. Interests in associates

F5E F0H

The Group The Company
—EE=HE -—TT-F "EBEZf —TT_F
2003 2002 2003 2002
ARBFT AR®Fr AR®FT ARETT
RMB’000 RMB’000 RMB’000 RMB’000
FEWMRE - RE Unlisted investments, at cost — — 425,295 424,195
VERIEREES Impairment loss recognised — — (87,481) (7,423)
15 & ERE Share of net assets 574,889 647,290 — —
U BB 7 A )3 (B Premium on acquisition 7,571 11,699 = —
582,460 658,989 337,814 416,772
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(RBEELEBERANZ Gt RAHRSR) BE—ELE=F+-A=+—HILFE)
(prepared in accordance with accounting principles generally accepted in Hong Kong)
(For the year ended 31 December 2003) (Expressed in Renminbi thousands)

17. BBAGBER (4) 17.

Interests in associates (continued)

R / B EERE AR

Particulars of the principal associates of the Group, all of

BRI - which are established/registered in the PRC, are as follows:-
HEATER i/ EmAN FEAEEEE TEEE
Date of attributable

establishment/ attributable

Name of associates registration to the Group Principal activities

RRELEREREERAT
(IBREL B RARLE)

—ANAZFNATEA 21% HELHEREABDERARER R ARER

Nanjing Ericsson Panda 15 September 1992
Communication Company

Limited (‘ENC’)

Manufacture and sale of cellular mobile telephone
system products and digital switching

system products

HARERERREBDRGERAR —AANE+—R=+H 35% EE  FARERHEBREEZ KRR

Nanjing Microcell Mobile 20 November 1998 Production, development and sale of data
Terminals Co., Ltd. communication terminal equipment

HRELEFERAR —ANAFEZAZTIE 30% Rt R RERHEERE

Nanjing Sharp 29 March 1996 Design, development, manufacture and sale
Electronics Co., Ltd. of televisions

AT REZTFROBRAR —ANZF+ANR 38.03% M RERHERARR ZREBRETRME

Shenzhen Jinghua Electronic 9 July 1993 Development, manufacture and sale of communication
Company Limited equipment and electronic equipment
TREVEEREDREARD

(tREUEEX]) (H32) —AAEENANE 20% EERHEBDRERRER

Beijing Ericsson Putian Mobile 8 August 1995 Manufacture and sale of mobile
Communications Co., Ltd. (“BMC”)
(Note 2) communication products

FREHEANBEERRERRAR —E2-F+A-tNhHE 50% ¥ RERHESR

Nanjing Panda Tamura Communications 29 July 2001 Development, manufacture and sale of power
Power Supply Co., Ltd. supply machines

RS B R AR AR “ZT-F+—-A+=H 49% HE - SHE REESMTARENRIE

Nanjing Panda Hitachi 13 November 2001

Technology Co., Ltd.

Manufacture and sale SMT printer and provision

of maintenance services

NANJING PANDA ELECTRONICS COMPANY LIMITED
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NOTE TO THE FINANCIAL STATEMENTS

(BBEBEBERNZ it ERIGR) (BE—EE=F1_HA=1—HIFE)
(prepared in accordance with accounting principles generally accepted in Hong Kong)
(For the year ended 31 December 2003) (Expressed in Renminbi thousands)

17.

B A i) HE 4 (4) Interests in associates (continued)
FiaE1 . DA LB &R R 2 IS RR I IEH hEE Note 1 The financial statements of all the above associates are not
BRI EHATEZ © audited by Horwath Hong Kong CPA Limited.
M2 REAIERELEEABEBEEAR Note 2 Its former name was Beijing Ericsson Putian Mobile
AR AFRAREZBHEMES ° Communication Co., Ltd. The change took place due to a
change in the shareholding during the year.
PATRER Ty 8% 8 BB 2N & 3 2 Bt ENC and BMC are the most significant associates of the
BNF—ERE S SRR E R Group. The details as set out below were extracted from the
AEVEER_ZTZ=FE &t 20083 financial statements of these companies which were
WE c ERMEHKREFEERRE audited by Pricewaterhouse Coopers Zhong Tian CPA
RN SIS AT A R A R PTEZ © Limited.
—EE=HF —TE-F
2003 2002
BREME LARBIAE FREUE  FEREUE
REHEE - FS RRIE (I EX
ENC BMC ENC BMC
ARBTT ARBTET AREFTT ARETT
RMB’000 RMB’000 RMB’000 RMB’000
SHEMA Turnover 8,822,047 6,628,958 5,349,927 4,967,552
75 Al A Profit before taxation 454,490 175,924 280,500 170,096
FIE Taxation (50,584) 425 (71,268) (19,611)
Fi1& 78 Profit after taxation 403,906 176,349 209,232 150,485
REE FE(S Profit after taxation
&7 E attributable to the Group 109,055 35,270 88,716 21,347
BRI Financial position
FREBEE Non-current assets 218,381 119,423 190,574 115,325
BB E Current assets 5,732,266 1,887,349 3,731,529 2,542,588
mEAE Current liabilities (4,986,639)  (1,592,811)  (3,012,001)  (2,088,301)
FEE Net assets 964,008 413,961 910,102 569,612
REE FE(S Net assets attributable
FEE to the Group 260,282 82,792 277,951 105,315
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NOTE TO THE FINANCIAL STATEMENTS

(BEBEERNETEAGR) BE_FE=F+_HA=+—HIFE)

(prepared in accordance with accounting principles generally accepted in Hong Kong)
(For the year ended 31 December 2003) (Expressed in Renminbi thousands)

18. #¥% 18. Investments
F5KHE L X/
The Group The Company
—EE2=F —ETCF ot <1 -3 3 “EE-F
2003 2002 2003 2002
ARBTT ARETr ARMFT ARETT
RMB’000 RMB’000 RMB’000 RMB’000
KEMERFEFK Unlisted equity securities,
NEEE at fair value 810 810 810 810
19. BHBHE 19. Short term investments
F5KHE L X/
The Group The Company
—ET=F —TT-F "EBE=F —"ITT_-F
2003 2002 2003 2002
ARBTT AR®Trt ARETFT ARETrT
RMB’000 RMB’000 RMB’000 RMB’000
BEREHEME (HI5) Treasury bonds, at fair value 105,175 97,462 — 97,462

Mt © BRESHFMFIE RKRL4.26%MH
2 —F5H - FEEERREXR
EHFHERESE

20. 1 kB A ) B

% FF R B
= 474% -
[Bl 5% A ©

TERHRE o

EERBEERRER
REHERR » ARRIEHK

Note: Treasury bonds are interest bearing at a rate of approximately
4.26% and matured in 2021. Management of the Group are of the

opinion that the bonds are held for short term purpose.

20. Loan to a non-related company

date.

The amount due was unsecured and interest bearing at 4%.
The loan had been repaid subsequent to the balance sheet

NANJING PANDA ELECTRONICS COMPANY LIMITED
2003 ANNUAL REPORT
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NOTE TO THE FINANCIAL STATEMENTS

(BBEBEBERNZ it ERIGR) (BE—EE=F1_HA=1—HIFE)
(prepared in accordance with accounting principles generally accepted in Hong Kong)
(For the year ended 31 December 2003) (Expressed in Renminbi thousands)

21. R 21. Inventories
$5E 3
The Group The Company
—EE=F _—TT-_F C"FEZE _—TT_F
2003 2002 2003 2002

ARBFLT ARETT ARBFT ARETT
RMB’000 RMB’000 RMB’000 RMB’000

YRR Raw materials 176,375 40,320 3,879 9,056
T2 Work in progress 20,569 33,710 1,837 24,985
B Finished goods 167,381 156,436 1,068 6,176
THREFESD Spare parts and consumables 616 711 37 25
364,941 231,177 6,821 40,242
A SEEEFBEARNEE ! Amount carried at net realisable value:
%@ E4F

The Group The Company
—E2=g —ITT-F "EBE=F —TIT—-F
2003 2002 2003 2002

ABBTFET ARETT ARBFT ARETT
RMB’000 RMB’000 RMB’000 RMB’000

B Raw materials 550 12,752 68 —
T2 Work in progress 167 263 — 56
SR i Finished goods 81,470 98,475 992 1,131

82,187 111,490 1,060 1,187
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22.

it &R MO
NOTE TO THE FINANCIAL STATEMENTS

(RBEELEBERANZ Gt RAHRSR) BE—ELE=F+-A=+—HILFE)
(prepared in accordance with accounting principles generally accepted in Hong Kong)
(For the year ended 31 December 2003) (Expressed in Renminbi thousands)

HE W sk S B M A ok B

AEBGRTHEREPZERBRA=

TRE-ANTRKR -

UTRR_ZBZ=F+_A=+—
B ENTROR IR IR E A 1R B IR B

22. Trade debtors and creditors

The Group allows a credit period ranging from 30 to 180
days to its trade customers.

The following was an aged analysis of trade debtors net of
allowances for bad and doubtful debts at 31 December 2003:-

o
F5KHE L X/
The Group The Company

gz —TT-F "EBE=F —"ITT_-F
2003 2002 2003 2002
ARBTT AR®Trt ARETFT ARETrT
RMB’000 RMB’000 RMB’000 RMB’000
—ER Within 1 year 108,822 136,155 4,280 5,594
=FE ks 1to 2 years 5,841 12,777 1,041 1,488
e 2 to 3 years 4,810 2,812 324 175
=FLE Over 3 years 2,401 1,665 103 8
121,874 158,409 5,748 7,265

NTRR_FZF=Ft+t_A=1+—
B BN RAIRE DT

The following was an aged analysis of trade creditors at 31

December 20083:

F5@E $27F

The Group The Company
—ET=F —TTF —EE=HF —TE-F
2003 2002 2003 2002
ARBTT ARETT ARMFTET ARETT
RMB’000 RMB’000 RMB’000 RMB’000
—FUR Within 1 year 215,817 53,633 8,754 7,014
—E=F 1 to 2 years 7,263 17,694 663 5,852
—E= 2 to 3 years 973 8,107 143 188
=FHRE Over 3 years 9,554 3,541 2,067 527
233,607 82,975 11,627 13,581

NANJING PANDA ELECTRONICS

COMPANY LIMITED
2003 ANNUAL REPORT
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I L
NOTE TO THE FINANCIAL STATEMENTS

(prepared in accordance with accounting principles generally accepted in Hong Kong)
(For the year ended 31 December 2003) (Expressed in Renminbi thousands)

ULV QTEY N A K- 23. Amounts due from fellow subsidiaries, associates

23.

24,

w Ko WA 2 ) K

ZERKFEZKBEAR ’u‘#%’&‘?
MAERRFARERA LR LS

and related companies

The amounts due from fellow subsidiaries, associates and
related companies are unsecured and interest free.

i £ 24. Borrowings
5| F0H
The Group The Company
“EBE=f —TT-F "BEZ® ~—TT_F
2003 2002 2003 2002
ARBTFT AR®Fr AR®FT ARETT
RMB’000 RMB’000 RMB’000 RMB’000
RITERK Bank borrowings
—RHER —Short term loans
— IR —unsecured 963,500 687,800 576,000 548,800
—FER —secured 254,000 304,000 254,000 304,000
— R RE —Bills payable 410,204 134,774 — —
HAIKIFE (5)  Other loan, unsecured (Note) 38,000 38,000 38,000 38,000
1,665,704 1,164,574 868,000 890,800
B FREIEER Less: Amount due within one
BRNMBAE year shown under
current liabilities (1,627,704)  (1,126,574) (830,000) (852,800)
FE_FEFRFN Borrowings repayable
B H AR in year 2 to 5 38,000 38,000 38,000 38,000

AEBEE@EFEHNARE

The above bank borrowings are secured by the Group’s land use

230,049,000 (ZZEZ=F : AR rights and buildings with a net book value of approximately

232,000,0007T) 2 T N B EEEY)
RIREE G AR &
£ . AR#6,798,0007T) Z $RITIFX

RMB230,049,000 (2002 : RMB232,000,000) and bank balance

TT(ZZEZ = with a carrying amount of approximately RMBNil (2002 :

REEBE R EEREERR -

RMB6,798,000) as at the balance sheet date.

& 0 HEERERARRIER AR BREL Note: Other unsecured loan represents State special project fund applied by

BRBERE S W RAREEAOER

the Company’s ultimate holding company.
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NOTE TO THE FINANCIAL STATEMENTS

(RBEELEBERANZ Gt RAHRSR) BE—ELE=F+-A=+—HILFE)
(prepared in accordance with accounting principles generally accepted in Hong Kong)
(For the year ended 31 December 2003) (Expressed in Renminbi thousands)

25.

26.

HE e/ CHE A ) dae #% P I 2 ¥i)
% H

ZERU /(A REIEIR R RIFR
REERERE o

25. Amount due from/(to) ultimate holding company

The amount due from/(to) ultimate holding company is
unsecured and interest free.

B A 26. Share capital
—EB=F —ERCF
2003 2002
AR®TIT ARKFIT
RMB’000 RMB’000
FREEAR¥ITZE Registered, issued and paid up
BT R’ capital of RMB1.00 each at
beginning and end of year:
BB E AR State-owned legal person shares 355,015 355,015
ARZ (B B & & AFFRFAE) A shares (held by PRC
public investors) 58,000 58,000
HA% H shares 242,000 242,000
655,015 655,015

NANJING PANDA ELECTRONICS COMPANY LIMITED
2003 ANNUAL REPORT
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(BBEBEBERNZ it ERIGR) (BE—EE=F1_HA=1—HIFE)
(prepared in accordance with accounting principles generally accepted in Hong Kong)
(For the year ended 31 December 2003) (Expressed in Renminbi thousands)

R M

27. My ik A B kAl

548

The Company

Share premium and reserves

HE £ it
BiYER  BFRAE ARE  ERRH B #8
Statutory Asset
Share Capital  common revaluation Accumulated
premium reserve funds reserve loss Total
AEBTR ARBTT AERTT AEBTT ARBTT AEKTT
RMB’000  RMB'000  RMB’000  RMB'000  RMB’000  RMB’000

RZEZ-E+-A=+-P&#
— REREZHE
— EHBREE 2SR

in accounting policy

Balance at 31 December 2001

— As previously stated

— Prior year adjustment on change

389,338 3 181,468 26,381  (745608)  (148,433)

= = = 3,196 (23,713) (20,517)

NAIFERER A
RER G
BVAERHRERLRE

As restated

Profit for the year

Reverse realised on amortisation

389,338 3 181,468 29577 (769.336)  (168,950)
= = = — 292496 29249

of intangible assets — — — (752) 752 —
RZEZZ §t-A=1-HE Balance at 31 December 2002 389,338 8 181,468 28825  (476,088) 128,546
AEERT Profit for the year — — — — 14,188 14,188
BV EEBERRER R Reverse realised on amortisation

of intangible assets — — — (752) 752 —
R-EZ=F+-A=1+-HEH Balance at 31 December 2003 389,338 8 181,468 28,073 (461,148) 137,734

EEREE AR ERN — &AL
B

(@)

ATERBABESIHEREATE
BERMAERE ST LR
B2 Bk BFA0%5RE B £ E
o WEATRBRARES 2B
BEEAQAAEMEAZ
50% + Al B 78 B 1F 52 18 £
&5 o RIBEAREHEREA

TETE BB ATES P A LR A
AFEEZEE BRAQRZ
HEEREBER I M -
BMRERZEERBAES
SENMIPRARFZFMEAR
Z225% °

Statutory common funds are part of shareholders’ equity
and comprise:

(a)

The statutory common reserve fund which represents
the appropriation of 10% of profit after taxation
calculated in accordance with PRC accounting
standards and the Company’s Articles of Association.
Appropriation will no longer be required if the balance
of the statutory common reserve fund has reached 50%
of the Company’s registered capital. According to the
Company’s Articles of Association, statutory common
reserve fund can be used to offset prior year losses, to
expand production and operation facilities of the
Company or to increase share capital. However, the
statutory common reserve fund can only be utilised to
the extent that the remaining balance of the fund shall
not be less than 25% of the registered capital of the
Company.
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NOTE TO THE FINANCIAL STATEMENTS

(RBEELEBERANZ Gt RAHRSR) BE—ELE=F+-A=+—HILFE)
(prepared in accordance with accounting principles generally accepted in Hong Kong)
(For the year ended 31 December 2003) (Expressed in Renminbi thousands)

27, By A X Gk (A )

(b)

RIBARAEKSEAL

EE R ERBARMEEE
TR AN K P B A B]VE 2 48 T B
2 BRERMAIEHE < RIE
ﬁ@ﬁiv$“ﬂ%§@mﬁ
PR g ERIGTE 2 BiE AT
%im%L%E N
Ee RERESGA AR
M2 BARRAE - M EIERE
B BARX - 25 EERT
BHEAARRREE  EERA=
S PMEDRTIRER - XFER
WEEREE R TS - REE
B ARARZEERAEEANE
E—£# AR¥38,426,0007T
—ZETEF : AR
38,426,000 JZ A E A @
o

A5 Ik

REERETRGFEAEE R
MERBEELBE N G ER
FEE2BNME ZBEE - K=

FE_GER-PPSFE oA
+— B B35 K2 A5k

il -

27.

Share premium and reserves

(o)

The statutory public welfare fund which represents the
appropriation of profit after taxation according to the
requirements of the Company’s Articles of Association
and Company Law in the PRC. According to the
requirements, the Company will transfer 5% to 10% of
profit after taxation calculated in accordance with PRC
accounting standards. The fund can only be utilised for
capital expenditure on employees’ collective welfare
facilities. Such employee welfare facilities are owned
by the Company. The public welfare fund is not
distributable to shareholders. There has been no
utilisation of the public welfare fund during the year. As
at the balance sheet date, statutory public welfare fund
amounted to approximately RMB38,426,000 (2002:
RMB38,426,000) was included in the statutory common
funds.

In accordance with the Company’s Articles of Association,

the profit available for distribution is the lesser of the profit

determined in accordance with PRC accounting standards

and profit determined in accordance with accounting

principles generally accepted in Hong Kong. There was no

distributable reserve available for distribution as at 31
December 2003 and 2002.

NANJING PANDA ELECTRONICS COMPANY LIMITED

2003 ANNUAL REPORT
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NOTE TO THE FINANCIAL STATEMENTS

(BBEBEBERNZ it ERIGR) (BE—EE=F1_HA=1—HIFE)
(prepared in accordance with accounting principles generally accepted in Hong Kong)
(For the year ended 31 December 2003) (Expressed in Renminbi thousands)

28. BBt i M SR B SR B A i

28. Reconciliation of profit before taxation to net cash

ZHEFHZHKR outflow from operating activities
ZEB=F —TTF
2003 2002
AR%TT AREFT
RMB’000 RMB’000
7% B A Profit before taxation 167,382 134,766
AN e Share of results of associates (116,742) (132,060)
FEWA Interest income (6,569) (3,987)
AR Interest expenses 76,554 53,145
BERERA Income from treasury bonds (20,845) (12,728)
DERRR N E 2 IR F Dividends waived by
minority shareholders (2,532) —
EMHBARERSES Gain on additional of

Z Wz investment in a subsidiary (322) —
e REH Depreciation and amortisation 76,500 47,404
HEWE - BE REZEMN Loss on disposal of property,

ERIREEE plant and equipment and

construction in progress 501 1,468
HIEA AR E#E 2w A Gain on investment in subsidiary — (269)
EEEREHA G Operating profit before working
capital changes 173,927 87,739
BRERE 2R Decrease in trading securities — 66,719
FENRR R B AR - B Increase in amounts due from fellow
N R BAE A B IR N subsidiaries, associates and
related companies (459,296) (91,641)
L ANIGES =N (Decrease)/increase in amounts
B AR REEDR] due to fellow subsidiaries,
FRIE R A) /32 hn associates and related companies (15,791) 48,046
fFEE M Increase in inventories (133,764) (124,340)
JE U MR FRL A/ (3 4m) Decrease /(increase) in trade debtors 28,152 (59,481)
Hi B - Be R Increase in other debtors, deposits
TR FRIBE M and prepayments (74,990) (72,132)
MR (3L 0) /R (Increase)/decrease in bills receivable (99,610) 1,832
JE 1 S4B E N Increase in bills payable 275,430 49,461
HENRE TFEER Increase/(decrease) in other creditors,
FEFT B g an/ Of ) customer deposits and accrued charges 74,926 (21,469)
JRE5F IR SR8 A0 Increase in trade creditors 150,632 41,137
REEHERNES Cash used in operations (80,384) (74,129)
BERFLE Interest paid (76,554) (53,194)

B ETER Income tax paid (20,872) (2,987)
ReZBERzFRS Net cash used in operating activities (177,810) (130,310)
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NOTE TO THE FINANCIAL STATEMENTS

(BEBEBRNZ ST EAGR) BE_ET=F+_HA=1T—HIFE)
(prepared in accordance with accounting principles generally accepted in Hong Kong)
(For the year ended 31 December 2003) (Expressed in Renminbi thousands)

WA LRY 29. Related party transactions
() AEBEFREBEATETR (i)  During the year, the Group entered into the following
S0 ¢ transactions with related parties:
FARMEAT
BEARRMELT BRERLT
Fellow subsidiaries and
associated companies Ultimate holding company
bt 1 2t 3 k3 et | S ZZTF
2003 2002 2003 2002
AB#TIT AREFT ARBFT AREFT
RMB’000 RMB’000 RMB’000 RMB’000
HET M (FiFE1) Sale of components
and parts (Note 1) 2,372,249 433,812 — 5,050
BEZE M (FEE1) Purchase of components
and parts (Note 1) 77,469 279,630 — —
@Al & DBREEA  Fees paid for welfare, support
PR % A (FisE2) and sub-contracting
services (Note 2) — — 382 2,928
RERA & 58 Income for welfare, support and
KR RBMENE sub-contracting services
(KizE2) provided (Note 2) 20,318 12,145 = —
WE R EEE R (H:E2) Technology licence income (Note 2) = 22,784 = =
Y H#EORBSER (H5E2) Fees paid for import services (Note 2) 3,149 1,656 = —
MERA (FrzE1) Rental income (Note 1) 13,463 22,386 800 800
AiEEAEWA (F52)  Trademark income (Note 2) 795 1,549 = —
BEE - R PIRTISEIEE Note 1: The above transactions were carried out at market price.

a2 R ZERERANMEE A LLIEE

(i

B IEMITE R FAZEAE
B ﬁ@?%%#$ﬁrmﬁ

ETHRERER S HTA
ﬁéx%%2£$ﬁ¢£%¥

R IEBILIMITE S R B A
M4 THIFRE LR o

REETEEERATNAALD
A - FARARKEATS
RART - EAREREER
REBBE - EAREEMZ
SEMHAEHETEEERA
A -

Note 2: The transactions were carried out at cost plus a percentage

(i

mark-up.

The independent non-executive directors and auditors
have confirmed to the Company that in their opinion,
on-going connected transactions which took place
during the year are in compliance with the conditions,
and were conducted in the manner as required by The
Stock Exchange of Hong Kong in granting the Company
additional waivers of the requirements for further press
announcements and independent shareholders’
approval in respect of such transactions.

The Company has obtained a written undertaking from
PEGCL whereby PEGCL undertakes that all the fellow
subsidiaries will fully repay their outstanding balances
within the next twelve months. Any irrecoverable
balances will be compensated by PEGCL.

NANJING PANDA ELECTRONICS COMPANY LIMITED

2003 ANNUAL REPORT
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NOTE TO THE FINANCIAL STATEMENTS

(BBEBEBERNZ it ERIGR) (BE—EE=F1_HA=1—HIFE)
(prepared in accordance with accounting principles generally accepted in Hong Kong)
(For the year ended 31 December 2003) (Expressed in Renminbi thousands)

30. BB 30. Contingent liabilities
REZEH  AEBRAQAHAR At the balance sheet date, the Group and the Company had
M HmERE 2 REBIABEDN the following outstanding contingent liabilities not provided
N for in the financial statements in respect of:
£ 31| F47
The Group The Company
—BP=f "TT-HF "BBSF _—ITT_F
2003 2002 2003 2002

ARBTL ARETT ARBTIT ARETT
RMB’000 RMB’000 RMB’000 RMB’000

faRE2BEHEE  Discounted bills with recourse 189,400 59,994 — —
4 THB AR 21T Guarantees given in respect
EEELZER of banking facilities made
available to subsidiaries — — 324,440 247,000
T TFRAIE DA ZR4T  Guarantees given in respect
EEEHZER of banking facilities made
available to a related company 1,615 — 1,615 —
AL TE=F2HITE  Guarantees given in respect
EEH 2 ER of banking facilities made
available to third parties 50,000 84,910 50,000 84,910
241,015 144,904 376,055 331,910
3. & 31. Commitments

REHE  ARBERARAZAR At the balance sheet date, the Group and the Company had

AT the following capital commitments in respect of:-
F5H b /N
The Group The Company
3 —EZ=f —EE_F =t 1 -5 —BTCF
= 2003 2002 2003 2002
ARBTL ARKTT ARBTIE AREFT
iﬁ RMB’000 RMB’000 RMB’000 RMB’000
=
7 EHEEEES 3 Contracted but not provided for
R —W%E - BEREE  — property, plant and
B = equipment 58,045 58,045 58,045 58,045
B E —RBRA — development costs = 14,490 = =
R = —RERKB AT — investments in subsidiaries
i ; il SN and an associate 1,750 1,750 1,750 1,750
=3 59,795 74,285 59,795 59,795
R
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NOTE TO THE FINANCIAL STATEMENTS

(RBEELEBERANZ Gt RAHRSR) BE—ELE=F+-A=+—HILFE)
(prepared in accordance with accounting principles generally accepted in Hong Kong)
(For the year ended 31 December 2003) (Expressed in Renminbi thousands)

32, OO AR A A ik e
B viv B o ik o 0 45 R R
A AR 2 B

REEELBRAGTEI R
SRRz EHMBRREIE

32. Differences between accounting principles generally
accepted in Hong Kong and PRC accounting
standards as applicable to the Group

The financial statements prepared under accounting principles
generally accepted in Hong Kong and those prepared under

DRI PRC accounting standards have the following major
differences:
RelaReTE Impact on the consolidated income statement
—ZE2=F ZET-F
2003 2002
AR%TFIT ARKF T
RMB’000 RMB’000
BREEALTBENG T EL Profit attributable to shareholders
RELZHBHRE ERRZ per financial statements prepared under
% B8 FE 1 5 A accounting principles generally
accepted in Hong Kong 101,451 98,807
RAERLEREE Unrecognised intangible assets = 410
PR AT B 2 B8 Amortisation of revaluation
surplus on trademarks 899 899
REER BT EEREH Amortisation of unrecognised
intangible assets (201) (1,304)
IARTHiSE M b B EE R 55  Amortisation of other assets
previously written off (6,655) (7,463)
FT i B & 2 =) & F Share of profits of associates 267 5,570
DR R = Minority interests 8,286 (7,633)
A Others (5,700) 1,899
BB B AEN 2 Profit attributable to shareholders
BIRE FBRZ per financial statements prepared
% 5 FE {5 5 7 under PRC accounting standards 98,347 91,185

NANJING PANDA ELECTRONICS COMPANY LIMITED
2003 ANNUAL REPORT 119
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(prepared in accordance with accounting principles generally accepted in Hong Kong)
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32. HEMAREERAG RN 32. Differences between accounting principles generally

B vl 1By il o 0 45 R R R R

AR AR ()

accepted in Hong Kong and PRC accounting

standards as applicable to the Group (continued)

HR+—_A=+—B&REEERARE Impact on the consolidated balance sheet as at 31 December
Ea
—EE=H —TT-fF
2003 2002
AR¥TIT AREFT
RMB’000 RMB’000
REFBEERMSIER Net assets per financial statements
REZHBRE LBRZ prepared under accounting principles
FEE generally accepted in Hong Kong 1,145,238 1,043,787
EEERTHES Revaluation surplus on trademark (2,023) (2,923)
AERZBREE Unrecognised intangible assets 1,328 4,659
MEHE & E Other assets written off 1,988 5,513
EES Goodwil (4,425) (7,227)
F B & A Bl Share of reserve of associates (14,349) (11,508)
DR R Minority interests (96) (8,334)
Hftp Others 1,313 6,387
REF B ER 2 Net assets per financial statements
BMHRE FBERZ prepared under PRC
% B P& (i i 7 accounting standards 1,128,974 1,030,356
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