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Principal operating results of the Company during

the Reporting Period
Principal operation of the Company

The principal operations of the Company are satellite
communication products, mobile telecommunication,
electromechanical products and electronic information

products and electronic manufacturing business.

In 2005, following the judicial execution of Nanjing Panda
Mobile Communication Equipment Co. Ltd., a company
engaged mainly in mobile operation, and Nanjing Panda
Communications Development Co. Ltd., the Company put
more weight on the development of principal operations to
adjust the product mix, enhance the technological
improvement, strengthen corporate management and avoid
management risk so as to maintain a stable development in
satellite communication, IT, electromechanical products and
electronic manufacture. On the other hand, with enhanced
international cooperation and development of sino-foreign
joint ventures, including EMC and BMC, which have achieved
a favourable development, the gain from investment of the
Company increased substantially and boosted an increase in

operating results.
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()MEMAA A EENH U - A. Principal operating results of the Company during
By b () the Reporting Period (Continued)
A EBEBRHU (B) 1.  Principal operation of the Company (Continued)
RAPBEEER  2FERETEE Under the PRC accounting standards, revenue from principal
B AANRKS5,440.718 7T » FLL operations of the Company for the year amounted to
#R28.05% : TEEBKFBEARE RMB854.407 million, representing an increase of 28.05% as
12,409.718 7t [t & compared with that of last year; profit of principal operations
30.39% : EHRFHMEBEBARE of the Company for the year amounted to RMB124.0971
8,970. OSF%*TE FLE3ER44.28% © million, representing an increase of 30.39% as compared
RERLRRMNSTER - 2F& with that of last year; net profit amounted to RMB89.7005
BELEBRAARESS1ET million, representing an increase of 44.28% as compared
RIELIER27.97% + TEEBFFEA with that of last year. Under the HK GAAP, revenue from
R#1.241870 - FHIER26.39% ; principal operations of the Company for the year amounted
ERRREEFFEAREE276.1 to RMB851 million, representing an increase of 27.97% as
ST FER41.30% ° compared with that of last year; profit of principal operations
of the Company for the year amounted to RMB124 million,
representing an increase of 26.39% as compared with that
of last year; net profit attributable to shareholders amounted
to RMB92.76 million, representing an increase of 41.30% as
compared with that of last year.
EBEH AT RIE M 2. Principal Operations by business or product segments
F &b & ulwe i) (Prepared under the PRC accounting standards)
Bfy : Fir BB ARK
Unit:000 Currency: RMB
TERE TERE TERE ERBRA IERBET TEREIRE
KA BE fiEEy LEE@E% HEF@dcs LEF@E%
Revenues
from Principal
principal  operating Gross
operation costs margin
increase (+)/ increase (+)/ increase (+)/
Gross decrease (-) decrease (-) decrease (-)
Principal ~ Principal profit  over last over last  over last
VEEL Y operating  operating margin year year year
3 Business or product income costs (%) (%) (%) (%)
EHEER Electronic manufacturing 224,379 188,047 16.19 41.65 3349 46.24
ETEEEm Electronic information 216,045 195,453 9.53 (7.33) (8.91) 19.64
HEEER Electromechanical 199,446 178,800 10.35 69.10 85.30 (43.09)
BEREER Satellite communications 176,710 126,155 28.61 67.79 69.12 (1.92)
Efh Others 37,828 38,264 (1.15) (27.85) (10.90) (106.38)
At Total 854,407 726,720 14.94 28.05 27.61 199
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3. EBREHBHMERR (b

Principal operating results of the Company during

the Reporting Period (Continued)

Analysis of the geographical segments for the principal
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R iR TE Y operations (prepared under the PRC accounting

standards)

FERBWA

= EERBWA bt EEIRE (%)

Principal operating

income increase (+)

Principal / decrease (-)

Geographical segment operating income over last year

N Domestic 854,407 28.05

Ap Overseas — _

= Total 854,407 28.05

4. FEEBRESRAGKEN 4. Operation of the principal controlling and investee

b/ companies

(1) Nanjing Ericsson Panda Communication Co. Ltd (“ENC")

ENC is held as to 27% by the Company, 25% by
Telefonaktiebolaget L.M. Ericsson (“Ericsson”), 26% by
Ericsson (China) Company Limited (“Ericsson (China)”),
20% by China PTIC Information Corporation (“China
PTIC"), and 2% by Hong Kong Yung Shing Enterprise
Company (“Yung Shing”). ENC is mainly engaged in
producing products, such as GSM, GPRS, CDMA mobile
telecommunication system products and network
communication systems. As a logistic centre in Asia-
pacific region for Ericsson, it is also the largest supplier
of GSM and GPRS equipment and one of the major
CDMA equipment suppliers in the PRC.
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Principal operating results of the Company during

the Reporting Period (Continued)

Operation of the principal controlling and investee

companies (Continued)

In 2005, ENC consolidated and developed international
and domestic customer base and proactively developed
the sales market of GSM, GPRS and CDMA equipment
to lower the cost. Besides, the production and operation
grew steadily since ENC localized the research,
production and ancillary equipment development in
circumspective manner, expanded the export of products
and fastened the technological introduction and product
development of 3G mobile communication equipments.

Under the PRC accounting standards, it recorded sales
revenue for the year of RMB10,846 million, representing
a decrease of 9.98% as compared with that of last year
and recorded net profit of RMB404 million, representing
a decrease of 26.10% when compared to the
corresponding period of last year. Under the HK GAAP,
it recorded net profit of RMB415 million, representing
a decrease of 19.72% when compared to that of last
year.
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Principal operating results of the Company during

the Reporting Period (Continued)

Operation of the principal controlling and investee

companies (Continued)

(2)

54

Beijing Sony Ericsson Mobile Communication Limited
("BMC")

BMC is held as to 20% by the Company, 51% by Sony
Ericsson Mobile Communication Limited (“Sony
Ericsson”), 27% by China PTIC and 2% by Yung Shing.
BMC is mainly engaged in mobile terminals (mobile
phones) under the brand of Sony Ericsson and is the
principal production base of Sony Ericsson mobile
phones. BMC expanded rapidly in 2005 by capitalizing
on its production technology, management and cost
advantage and introducing proactively new product
manufacture of Sony Ericsson mobile phones to develop
high-end products. The substantial increase in
production and output realized a desirable economic
effect. During the year 2005, under the PRC accounting
standards, it recorded sales for the year of RMB22,499
million, representing an increase of 69.70% as
compared with that of last year and recorded net profit
of RMB692 million, representing an increase of 99.42%
as compared to that of last year. Under the HK GAAP,
it recorded net profit of RMB692 million, representing
an increase of 99.42% as compared to that of last year.
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Principal operating results of the Company during

the Reporting Period (Continued)

Major suppliers and consumers

For the year ended 31 December 2005, the aggregate turnover
of the five major customers of the Company accounted for
43.00% of the total turnover of the Company for the year,
of which turnover from the largest customer accounted for
18.17% of turnover of the Company for the year.

The aggregate amount of purchase from the five major
suppliers of the Company accounted for 23.16% of the total
amount of purchase made by the Company for the year, of
which the purchasing amount of the largest supplier
accounted for 8.60% of the total amount of purchase made
by the Company for the year.

During the year, none of the directors, supervisors and their
associates or shareholders had interests in the share capital
of the Company’s suppliers or customers mentioned above.

Difficulties of the operations and solutions

Since Panda’s principal operation, namely mobile phones, is
exposed to risk and is judicially executed, the Company is
supported by the provincial and municipal government to
strengthen the internal management and risk control and
further implement standardized operation, aiming at
preparation of risk solving in prudent manner. The Company
overcame the difficulties and tackled the problem, which
subsequently entered into a new development era.

Conditions of investment of the Company

No funds were raised by the Company during the Reporting
Period. For the year, the Company did not utilize any raised
funds or continue any use thereof commencing from the
previous periods. No material investment financed by other

non-raised funds was made.
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B R B 1. Financial status
RABHBRARL - ZPEEE The Company had a satisfactory financial status. Changes in
8 FIEFEZMBIESEZEHBEN major financial indices according to PRC accounting standards
UM are as follows:
Bl - T BB ARK
Unit : RMB'000
EH 2005% 2004%  #BE(%)  FERE
Item 2005 2004 Change (%) Reasons
BEE 2,640,845 2,734,202 (3.14)
Total assets
B%Ee 347,457 102,126 022 FAERUEEREERDRERE
ERARASHRFREAREE
REFAMH -
Cash and bank balance Collection of part of the payment and
investment due from Panda Mobile and
Nanjing Sharp respectively
JEUIR 5% 195,674 123,343 5864  EARAAFERHEEREEREMAL -
Account receivables The Company provided credit for satellite
communication products during the year
2aE 1343766 1,522,571 (11.74)
Total liabilities
RHEE 0 570 (100.00) ~ HEZEENG -
Long-term liabilities Extraordinary items payables carried forward
REER 1,258,237 1,174,311 7.15
Shareholders’ funds
ERBYA 854,407 667,243 2805 HEGEREEMRETHEEREMAL -
Revenue from principal operations Sales volume of satellite communication products
and electronics manufacture products increased
TERBAE 124,097 95,171 3039 HERERGERRETHEEREMAN -
Profit from principal operations Sales volume of satellite communication products
and electronics manufacture products increased
ERER 226,320 166,283 3611 HERBEA  FHRERERLN MR
MFRR - EHEBRAASGEE -
Management fee Expansion of scale of sales, increase of bad debt
provision, addition of two subsidiaries and
Panda International included in
the consolidation
BBER 56,443 10,511 43699  BEZXEEIE ERAELT - LERERDY
FTENRESHRE  SEREREBRKM o
Finance cost State implemented macro-economies, interest
rate of loan increases, fund appropriation fee
for the capital granted to Panda Mobile
last year not collected owing to debt transfer
HHE 89,701 62,173 428  IERRERSEEMAY -
Net profit Increase of principal and investment gains
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C.

Analysis on financial status of the Company

(Continued)
Liquidity of capital

In accordance with HK GAAP, the gearing ratio of the
Company (the ratio between total liabilities and total assets),
net current assets, liquidity ratio and quick ratio were 48.40%,
RMB436 million, 1.35 and 1.21 respectively as at 31 December
2005 as shown in the consolidated financial statements of
the Company.

Cash: bank balances and cash amounted to RMB347 million
as at 31 December 2005 as shown in the consolidated financial
statements of the Company.

Loans: short-term bank loans amounted to RMB839 million
and basic interest rate per annum was approximately 5.58%
as at 31 December 2005 as shown in the consolidated financial
statements of the Company.

The Board believed that the Company can maintain or enlarge
its existing bank facilities to meet various financial obligations.
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Business development plan for 2006

In 2006, the first year of the 11th Five-year Plan, the Company

prudently continues and implements scientific philosophy to

enhance its creativity. It will change the economic growth

measures in a practical manner, fastens product mix

adjustment so as to carry out new development. The Company

will focus on the following major works:

To highlight the focus of telecommunications and IT
industry and fastening the development of principal
operations, especially focusing on development of
satellite communication, information technology,
electromechanical products and electronic
manufacturing. New products development for adding

value will further increase the economic effect.

2. LA3GHEBEERATE - 2. To capitalise on development of 3G mobile
MMRPINEBEDEERE o FFH communication to speed up the sino-foreign joint
REBENREB TESHERRN ventures establishment. In particular, the Company
BB & 1E - TR ERRE) continues to strengthen the strategic cooperation with
3GHEEBEREMNKSE - & multinational corporations such as Ericsson, and
BEATS - FEERNTSEH captures the opportunity of the 3G mobile
BOHESECERER communication establishment in China to explore the
N E WK E o market proactively so as to increase its market share.

A better development of joint ventures increases the
investment gain.

3. RAAOBEQFRMED - Mk 3.  To ride on technological advantage to speed up

RIS ZRIF - &
NEm AR, - ENg
TR - B SRR
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innovation of corporate and its system. Self-
development ability will be enhanced to increase
intellectual property and boost a material
breakthrough in major new products and critical
technology development so as to increase the core

competitiveness.
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(P9) 20064 25 R w18 () D. Business development plan for 2006 (Continued)
4. E—FINEARIEE  REM 4.  To further improve the corporate governance and
R R P - MR prudently examine, transform and develop internal
2 hnsa AR EEEM A EL B IR control system to strengthen standardized operation
P REREERKT o and internal control so as to improve the corporate

governance level.

FRE Li Anjian
EFER Chairman
FEC ER Nanjing, China
200654 H21H 21 April 2006
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