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In November 2004, the Hong Kong Stock Exchange issued its “Code
on Corporate Governance Practices and Corporate Governance
Report”, which subject to a grace period, has taken effect for
accounting periods commencing on or after 1 January 2005. The
Stock Exchange’s Code on Corporate Governance Practices (“CGP
Code") as listed out in appendix 14 of Rules Governing the Listing
of Securities on the Stock Exchange of Hong Kong Ltd. (“Listing
Rules”) sets out principles of good corporate governance and two
levels of recommendation, namely, (i) code provisions which the
Company is expected to comply or to give considered reasons for
any deviation; and (ii) recommended best practices which are for
guidance only. During the Reporting Period, the Company has
adopted and tried to abide by all the code provisions of the CPG
Code save and except the deviations as disclosed in this Corporate
Governance Report.

In this Corporate Governance Report, the Company discloses its
corporate governance principles and practices so that its
shareholders can form their own judgment and evaluation on
whether these meet their expectation.
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General Corporate Governance

Since the Company puts great emphasis on corporate
governance and reviews corporate governance measures from
time to time, the Company abided by the relevant laws and
regulations including Companies Ordinance, the Company
Law, the Securities Law, documents in respect of corporate
governance and proper operation issued by China Securities
Regulatory Commission and the requirements of the Listing
Rules of the Stock Exchange of Hong Kong Limited (“SEHK")
and Shanghai Stock Exchange to continuously improve its
corporate governance and set up a modern enterprise system
and standardize the operation of the Company. Also, with a
series of normative regulations and system, the Company
used its best endeavours to form a more comprehensive
governance and management mechanism which was in
compliance with the requirements of the Corporate
Governance Standards for Listed Companies, etc.

During the Reporting Period, the Company mainly carried
out the following tasks in relation to Corporate Governance:

1. The Company carried out self-inspection on capital
transaction among connected parties and external
guarantees, submitted the relevant report and

formulated plans for repayment of debts and discharge

of guarantees in accordance with relevant requirements
as stipulated in ‘Notice on certain issues of governing
capital transactions between Listed Companies and
connected parties and external guarantees of Listed

Companies’ (Zheng Jian Fa [2003] No. 56) issued by

China Securities Regulatory Commission (“CSRC") and

relevant requirements as stipulated in “Notice on issues

in relation to centralized resolving of capital possession
and illegal guarantees of Listed Companies’ (Zheng Jian

Fa Gong Si Zi [2005] No.

Regulatory Bureau.

141) issued by Jiangsu
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General Corporate Governance (Continauned)

2. RE—IJITELTEELERE  RE To further improve corporate governance and protect the
HERABRRBREEZ - AFRER interests of holders of social public shares, the Company has
Bl B g (R hnag it & A R ARARER made amendments to the Articles of Association, Rules of
EmrENE THE) (FEH General Meeting, Rules of Board of Directors and Rules of
[2004]1185%) M LB EHZ Tk Supervisory Committee in accordance with relevant requirements
= FARAQ004FER]) YV E R as stipulated in “Certain rules on enhancing the interests
E o E(REER) - (RRKREg# protection of social public shares shareholders” (Zheng Jian Fa
RAD (E=gaFRADMNEE [2004] No. 118) issued by CSRC and “The Rules Governing the
SHEAADEIT T HEEBSNK - WK Listing for Shareholders on the Shanghai Stock Exchange (2004
20056 A29A BHARIRRAFAE revision)” and they were considered and passed at the Annual
AR o General Meeting held on 29 June 2005.

3. BERAATHEA200549H9H Taking into account of the events such as Judicial forceful
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events, advances to entity, etc. as announced in the
announcement of the Company dated 9 September 2005,
the Company amended, improved and implemented 29
internal rules including “Rules of Management of System”,
“Rules of Management of Contract” and “Rules of
Management of Investment” during the Reporting Period to
improve the Company’s internal control system.

The Board has conducted a review of the effectiveness of the
system of internal control of the Company and its subsidiaries.
On 2 March 2006, the Company has formally retained
Horwath Risk Advisory Services Limited to conduct an overall
examination of internal controls. (Please refer to the
announcement of the Company dated 21 March 2006 which
were published on Shanghai Securities News, China Securities
Journal, Hong Kong Ta Kung Pao and The Standard on 22
March 2006 for details.)
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General Corporate Governance (Continaned)

On 12 January, 2006, the Company has obtained a three-
year conditional waiver from the Stock Exchange from strict
compliance with Rule 3.24 of the Listing Rules in relation to
the requirement for the appointment of a qualified accountant
that the Company could appoint Mr. Wu Liu Lin, the chief
accountant and a member of senior management of the
Company, as its qualified accountant under Rule 3.24 of the
Listing Rules and Ms. Wong Wan Lung, being a fellow member
of HKICPA, to assist Mr. Wu for fulfillment of his duties as the
qualified accountant during the relevant waiver period.
Reference is made to the announcement of the Company
dated 23 February 2006. This rectifies the deviation from the
compliance with Rule 3.24 of the Listing Rules during the
Reporting Period.

Please refer to announcement of the Company dated 23
February 2006 which were published on Shanghai Securities
News, China Securities Journal, Hong Kong Ta Kung Pao and
the Standard on 24 February 2006.

B ¥ R 0 8 R o H

NANJING PANDA ELECTRONICS COMPANY LIMITED




LR ERES
Corporate Governance Report

(—) 2 i BN 0L (A7)

WM SRR —_EE—F N\ A=
AT F+_RA=+—HH
ME B ERERSE TR E
& AQEEETEWRA B
S hFE-A-HBRAEFHERE
REWBIELER  AERESE
TIREBENRE  EADFIRE
BFHEBBTE - Bt - ARFIBZ
EERF - RETHEBRER
S ERRRRBERKAEHE
BERSHE  URRBEEBL
PR E  HEER ETHRAE
14A35IREVHRE o AR D B SRR T
B—HBENSEREIINRE -
o - RRFIHEER I BIES
ZES REEREISIMBE LR
RIRHER - ARRMENSEA
— 2B S EREE A B I S
B BRERERSIMBIERE
B RBIBREIELEE -

ARAR-BEAFZA-ALER
REtERRENBREERAR
(DEERBERA]) - BE LT R
BUABBENMER SETRALN

REFER

EEGERBBERREERAAN
15 B2RAAR200643822H
HEACEGESHR) - (FEEFH
iRy - AKR2006F 38228 FIHRE
BCKRAHY & (The Standard) By 2

4o

= =<

H OF R

2005 ANNUAL REPORT

General Corporate Governance (Continauned)

As the previous waiver granted by the Stock Exchange on 2
August 2001 in respect of the continuing connected
transactions has already expired on 31 December 2004, the
Company should have complied with the reporting,
announcement and independent shareholders' approval
requirements under the Listing Rules for all continuing
connected transactions starting from 1 January 2005 but failed
to do so. Therefore, the conduct of the continuing connected
transactions by the Company since 1 January 2005 and the
failure by the Company to report and announce the details
of the continuing connected transactions and to seek
independent shareholders' approval have constituted a breach
of Rules 14A.35 of the Listing Rules. The Company would
publish an announcement in respect of the continuing
connected transactions very soon. Also, the Company would
soon establish an independent board committee to advise its
independent shareholders in relation to the continuing
connected transactions. An independent financial adviser will
soon be appointed as the independent financial adviser to
advise the independent board committee and the independent
shareholders in relation to the continuing connected

transactions.

On 2 March 2006, the Company has formally retained
Horwath Risk Advisory Services Limited (“Horwath RA") to
conduct an overall examination of internal controls over
connected transactions as governed by Chapter 14A of the
Listing Rules, etc.

Please refer to the announcement of the Company dated 21
March 2006 and published on the Shanghai Securities News,
China Securities Journal on 22 March 2006 and on Hong
Kong Ta Kung Pao and The Standard on 22 March 2006 for
details of appointment of Horwath RA.
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During the Reporting Period, the Company adopted and applied
Model Code for Security Transactions by Directors of Listed
Issuers (“Model Code”) as set out in the Appendix 10 of the
Listing Rules of Securities of the Stock Exchange of Hong Kong
for the code of securities transactions by the directors.

Having made specific enquiry to all Directors of the Company,
all Directors have expressed that they have complied with the
required standard set out in the Model Code.

(Z)EHH C. Board of Directors
WA ALK (1) Board composition
EEQHILESE  HP3BREYT The Board comprises nine Directors and three of them are
FMTES IR EEBEEE independent non-executive Directors and at least one of them
B e SEREMBERSR have appropriate professional qualifications, or accounting
£ or related financial management expertise.
HE2005F 12831 LFENES The Board members of the year ended 31 December 2005
GRERBESNEEHANEEH were as follows and the brief biographies of each Director
F—EMm EE aNEEAEM are set out Section 1 of “Profiles of Directors, Supervisors,
BTERIME—H ° Senior Management and Staff”.
WITES FRRAE(EER) Executive Directors: Mr. Li Anjian (Chairman)
RAEBEE Mr. Zhang Zuzhong
FHTEE . REREE(B2005F6829H) Non-executive Directors: Mr. Xu Guofe (since 2005.06.29)
AEERT Ms. Liu Ailian
RUBEE Mr. Zhu Lifeng
MRS (B200596 829R) Mr. Shi Qiusheng (since 2005.06.29)
FEHE 7 A& (820055 Mr. Tang Hongging
69298 #ET) (resigned with effect from 2005.06.29)
FRF %A (820055 Mr. Zhou Zhenyu
6A29A EEHE) (resigned with effect from 2005.06.29)
BT Independent
5% B Bit Non-executive Directors: ~ Ms. Wan Hui
BRAMEE Mr. Cai Lianglin
BRBELE Mr. Ma Chung Lai, Lawrence
— i == A\ =
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(1

(2)

Board of Directors (Continauned)

Board composition (Continaued)

The Company has received from each of the Independent
non-executive Directors an annual confirmation of his/her
independence pursuant to Rule 3.13 of the Listing Rules. The
Company still considers all independent non-executive
Directors meet the independence guidelines set out in Rule
3.13 of the Listing Rules and are independent in accordance
with the terms of the guidelines.

The term of appointment of the non-executive Directors are
3 years. They are subject to the retirement and re-election
requirements of the articles of association of the Company.

Nomination of Directors

The Board has, on 12 May 2004, established the 5th session
of nomination committee which comprised Mr. Zhang
Zuzhong, Ms. Wang Hui, Mr. Cai Lianglin. Mr. Cai Lianglin,
the independent non-executive director, was the Chairman.

The main roles and functions of nomination committee include
studying and giving recommendation to the candidates of
directors and senior management of the Company, and

nomination criteria and procedure.

During the Reporting Period, the nomination committee
convened one meeting on 26 April 2005 in accordance with
the Articles of Association and rules of procedures of
nomination committee. All members of the nomination
committee attended this meeting. It was resolved to nominate
Mr. Xu Guofei and Mr. Shi Qiusheng as the candidates of the
directors of the Company and proposed to the Board for
discussion.
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(3)

(4)

Board of Directors (Continauned)
Chairman and Chief Executive Officer

The main duties of Chairman of the Board are presiding the
shareholder’s meeting and convening Board meeting, and
inspecting the actual implementation of the resolution of the
board. (Details of which are set out in the Article 111 of
Chapter 10 of the Articles of Association.)

General Manager (Chief Executive Officer) is responsible to
the Board. His duties are presiding the production, operation
and management meeting of the Company, organizing and
implementing resolutions of the board, organizing and
implementing annual operation plan and investment proposal.
(Details of which are setout in the Article 127 of chapter 12
of the Articles of Association.)

The positions of the Chairman and General Manager (Chief
Executive Officer) are held by Mr. Li Anjian and the two roles
are not segregated. This is a deviation from the code provision
(A.2.1) of CPG Code.

Board Practices

The Board is collectively responsible for the oversight of the
management of the business and affairs of the Group with
the objective of enhancing shareholders value.

The Board is responsible to shareholders. Its duties are
convening shareholder’s meeting and reporting the work to
shareholders, implementing resolutions of the shareholder’s
meeting, deciding the operation plan and investment proposal
of the Company, recruiting and removal of the General
Manager and senior management of the Company. (Details
of which are set out in the Article 104 of Chapter 10 of the
Articles of Association of the Company.)
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C. Board of Directors (Continauned)
(4) Board Practices(Continued)

The major duties and responsibilities of the Company’s
management are overseeing the production, operation and
management of the Company and organizing and performing
resolutions of the Board. (Details of which are set out in the
Article 127 of Chapter 12 of the Articles of Association of
the Company.

The Board held 4 meetings during the year ended 31
December 2005 and attendance of each director (save and
except that of Independent Non-executive Directors which is

MEFEZSEMNBFRET - set out in paragraph 5 of this Corporate Governance Report)
at Board meetings were as follows:
KEFESM
EEgR ESERN HAEHE(R) ZEHEXR) BE (R)
Required
Name of attendances at Attending in Attending by Absent
directors the Board meetings person (times) proxy (times) (times)
2723 Li Anjian 4 4 0 0
3k 48 & Zhang Zuzhong 4 4 0 0
REIFR Xu Guofei 3 1 2 0
Z|Z 3 Liu Ailian 4 4 0 0
K378 Zhu Lifeng 4 3 1 0
MFK A Shi Qiusheng 3 1 0 2
AR Zhou Zhenyu 1 0 1 0
FE#78 Tang Hongging 1 1 0 0

7 BIRFTERAE - BMESRAEN2005F6
B29B BT -

ExgeadB2HEEeWmE
EINEESREIEBER] -

2 2 HF

2005 ANNUAL REPORT

Note: Mr Zhou Zhenyu and Mr Tang Hongging left the position of directors
as from 29 June 2005.

Please refer to the section “Day to day operation of the
Board of Directors” in the “Report of the Board of Directors”
for futher details of the Board Meeting.
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5. B O R AT B O R D 5. Independent Non-executive Directors and their duties

(1) RA=ZHBIUERRBERE (1) The Company diligently carried out their duties in
ZER (RAEERMNE accordance with the relevant laws, regulations and
X REBITTHE - 2HEAF the Articles of Association of the Company. They
EFEemARBEBEERSE participated in Board Meetings for the decision-making
I8 WEEZEAMENLRS - 3 on material events. With their professional knowledge
NRRBEFRLER L and experience, Independent Non-executive Directors
BRGEERER MR advised the Company on its operation and
BRREAIE - RFHETE management; provided independent opinion on the
% BRBUER  2HEEZ impartiality and fairness of connected transactions and
ZEGIE  BERAANE - on whether the Company has complied with the
B EEREEQNTERET wavier conditions granted by SEHK in respect of its
W HEEDERRENE AR connected transactions; participated in the work of
o RERTEREL TER audit committee auditing the Company’s financial
R o statements. Independent directors have contributed

to protect the overall interests of the Company and
the legal rights of shareholders as a whole and
promote the development of the Company.

(2) EZ=2005F12A318LFE (2)  The Board held 4 meetings during the financial year ended
AR TERE®ERTAE 31 December 2005 and attendance of each Independent
FNTEFLINEFTGHHF Non-executive Director at Board Meetings were:

&5
XEFESM
BUEEHA ESERN HAaHER) Z=EHE®R) RE (R)
Required

Name of attendances at Attending in Attending by Absence

independent directors the Board meetings person (times) proxy (times) (times)

& ¥ Wang Hui 1 3 0

£ B #K Cai Liang Lin 4 0 0

5 42 Ma Chung Lai, Lawrence 2 2 0

BUFAITEFHARERSF
EIRHEFENIER

3) 3)
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The descending opinions of Independent Non-
executive Directors on the relevant matters of the
Company

During the Reporting Period, the independent directors
of the Company had not proposed any descending
opinions to the resolutions of the Board of Directors
and other meetings for the year.

F R 5 R o F
LECTRONICS COMPANY LIMITED
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Board of Directors (Continued)

Directors’ Responsibility for the Financial Statements

The Directors acknowledge their responsibility for preparing
the financial statements of the Group. The statement of the
auditors of the Company about their reporting responsibility
on the financial statements of the Group is set out in the
“Report of the Auditors” and Note 4 of the financial
statements in this Annual Report..

Remuneration of Directors

The Board has, on 12 May 2004, established the 5th session
of remuneration committee which comprised Ms. Liu Ailian,
Mr. Ma Chung Lai, Lawrence and Ms. Wang Hui. Mr. Ma
Chung Lai, Lawrence was the Chairman.

Role and function of remuneration committee include
formulating and reviewing remuneration policies and proposal
of directors and senior management and formulating relevant
appraisal standards and conducting appraisals. The
remuneration committee has convened 1 meeting during the
Reporting Period. Mr. Ma Chung Lai, Lawrence, Ms. Liu Ailian
and Ms. Wan Hui attended the meeting to review and make
resolutions regarding the remuneration of Directors and Senior
Management Staff of the Company of the year. The
remuneration of directors is set out in Part (2) the “Profiles
of Directors, Supervisors and Senior Management Staff” on
page 33 to 35 in this Annual Report.
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(P9g) 2 w) B pe e e E A B - D. Separation of the Company’s staff, asset, finance,

B WH - B XHS organization and business from its controlling

77 i W 43 B A B shareholder

EAEBFEA  RRIABBMLRER (1) Staff: The staff of the Company is independent from the

MR - REIEBBLNSE - AF controlling shareholder. The Company has independent

LTEER  WHE THENER management in labour, personnel and wages, and established

I - 84512 BEKESSRE the relevant management systems. Senior management

BABEARRAERFH - thRHE members such as general manager and deputy general

ZRRR R AL R E B AN E manager receive salaries from the Company. Save for the

fth Bk 75 o position of director, they doe not hold any other positions in
the controlling shareholder.

FEERE: ArBEEBILAME - (2)  Asset: The Company has its own supply, production and sale

E-HES BWHhEERSMNEE systems, ancillary production system and facilities. The

RHE IR TEER  EFME Company holds intangible assets such as trademark

MERmPEERABIES ° ownership, industrial property right, and non-patent
technology.

EMBAAE: ARRLBLNTE (3) Finance: The Company has set up its own finance department,

B 2 TEUNEHREER accounting system, financial management system and its own

MPBERSE  BILAERTH bank accounts.

E o

ERBAIE : ARIRIZTR2HA (4)  Organization structure: The Board of Directors, Supervisory

BHERR E2g EFgkHE Committee and other internal departments operate and

CREEIBE L EE - TFE function independently of each other. No duplication of duties

MR RR R B aE PP MR B R o and departmental functions exists between the Company and
the controlling shareholder.

EEBATE - RRIEBE Y TEN (5)  Business scope: The Company has a highly independent and

EBREELERD - REIEER complete business and operation ability. The Company has

REREET [FEBRFEREEMEKE signed a “Non-competition and First Right of Refusal

Bl - BRTRERF - Agreement” with its controlling shareholder in order to avoid
competition within the same industry.

M = R E R B R A A

NANJING PANDA ELECTRONICS COMPANY LIMITED
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E.

Review on the performance of the senior

management and incentive systems

During the Reporting Period, the Company conducted a
comprehensive review on basis of duties of respective positions
and performance of senior management. Such review was
examined by employees’ representatives. Incentive rewards

are made according to the results of the review.

Auditors’ remuneration

The Horwath Hong Kong CPA Limited and Yue Hua Certified
Public Accountants Co. Ltd. were appointed as the Company’s
international and PRC auditors respectively. Remuneration
payable by the Company to the two Certified Public
Accountants for the audit services was RMB1,734,400 (2004
was RMB1,618,200). Travelling expenses will not be borne
by the Company.

The non-audit service remuneration paid by the Company to
Horwath Hong Kong CPA during the year amounted to
RMB187,000.

Audit Committee

The Board of the Company has set up an Audit Committee
in accordance with the requirements of Rule 3.21 of the
Rules Governing the Listing of Securities on the Stock
Exchange of Hong Kong Limited.

On 12 May 2004, the Company set up the 5th term Audit
Committee of the Board, comprising Ms. Liu Ailian, being
the non-executive directors, Ms. Wan Hui and Mr. Cai Lianglin,
being the independent non-executive director. Ms. Wan Hui
was the president of the Committee.

Major role and functions of the Audit Committee include
review and approval of the financial statements of the
Company audited by PRC and international auditors.
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(L)RBZBES (4) G. Audit Committee (Continauned)
RBEEHAN BEZLZESREQF During the Reporting Period, the Audit Committee convened
EREREREZESRERAUNEHER the second meeting in accordance with the provisions of
FART ZKkeH Articles of Association of the Company and Rules of Procedure
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of the Audit Committee:

1. The first meeting of 2005 was convened on 27 April
2005. All of the member of the Audit Committee
attended the meeting to review the financial report
2004, the first quarterly financial report of the Company
and agreed to submit to the Board for discussion.

2. The second meeting of 2005 was convened on 27 July
2005. The Committee members Ms. Liu Ailian and Mr.
Cai Lianglin attended the meeting and Ms. Wan Hui
appointed Mr. Cai Lianglin as her proxy to attend the
meeting to review the interim financial report, and
agreed to submit to the Board for discussion.

The Audit Committee has reviewed the financial report 2005.

Communication with Shareholders and Investor

Relations

The Board recognizes its accountability to shareholders for
the performance and activities of the Group. The Company
has established different communication channels with its
Shareholders and investors: (i) the annual and extraordinary
general meetings held during the Reporting Period provide a
forum for shareholders to raise comments and exchange views
with the Board; (ii) the annual and interim reports which are
sent to its Shareholders and interested investors contain a

o nERBE(ER) HEV B full financial review and an operational review; (iii) Financial
FERZIERS o results and various transactions are also disclosed in various
quarterly and annual reports, various announcements and

circulars (if applicable).
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