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

the audited financial statements for the year ended 31 December
2005.

Day-to-day Operation of the Board of Directors

1.

During the Reporting Period, the Company’s Board of

Directors held 4 board meetings to consider and

approve the following issues:

(1

54

On 28 April 2005, the Company held the 4th meeting
of the fifth Board of Directors at its headquarters. The
meeting approved the 2004 Annual Report and the
summary thereof, Report of the Board of Directors,
Financial Statements as audited respectively by the
international and domestic auditors and the Proposal
for Appropriating None of the Profit for 2004. Horwath
Hong Kong CPA Limited and Shine Wing Certified Public
Accountants were approved to be retained respectively
as the international and PRC auditors of the Company
for 2005. The candidate list for the election of two
directors of the fifth Board of Directors, the resolution
for the amendment to Articles of Association of the
Company and 2005 first quarterly report of the company
were also approved.

The aforesaid resolutions of the board meetings dated
28 April 2005 were published on Shanghai Securities
News, China Securities Journal, Ta Kung Pao (Hong
Kong) and The Standard on 29 April 2005.

On 25 July 2005, the Company held the 5th meeting of
the fifth Board of Directors at its headquarters. In the
meeting, documents of Self-verification Report Related
to Capital Transactions with Connected Parties and
Guarantees provided to Outside Companies and
Proposal of Loans Repayment and Guarantee Release
were approved.
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Day-to-day Operation of the Board of Directors
(Continaned)

1.  During the Reporting Period, the Company’s Board of
Directors held 4 board meetings to consider and

approve the following issues: (Continued)

(3) On 27 July 2005, the Company held the 6th meeting of
the fifth Board of Directors at its headquarters. The
meeting approved the 2005 interim report and the
summary thereof.

(4)  On 27 October 2005, the Company held the 7th
meeting of the fifth Board of Directors and approved in
written resolutions. The meeting approved the 2005
third quarterly report of the Company.

2. During the Reporting Period, the Board of Directors of the
Company strictly complied with any resolutions as approved
at the general meeting and will diligently seek the best interest
of the Company and shareholders pursuant to the principles
of “honesty and industriousness”.

Press for Information Disclosure

During the Reporting Period, discloseable information of the
Company was published on Shanghai Securities News, China
Securities Journal, Hong Kong Ta Kung Pao and The Standard.

Principal Activities

The principal activities of the Company and its subsidiaries are the
development, production and sale of mobile telecommunications
system, satellite communication system, electromechanical and IT
products.
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Turnover and Contribution by Business Segment

An analysis of consolidated turnover by business activities and their
contribution to profit (loss) of the Group under the accounting

B)RE& 20T principles generally accepted in Hong Kong is as follows:
HESEERT
BXE (BR) x&
Contribution
to Group’s
operating
E&ME Type of products Turnover profit/(loss)
ARKETFT ARKETFT
RMB’000 RMB’000
BYREEMD Electronic manufacturing products 222,806 16,636
BEBEED Satellite communication products 176,710 26,281
BEEEMD Electromechanical products 198,464 (612)
EFEEER Electronic information products 215,281 (3,054)
HibEm Others product 37,556 (24,506)
T EEHZ Unallocated expense (131,647)
FEMWA Interest income 2,216
BEEE Operating loss (114,686)
MBRAx Finance costs (57,687)
HEBENRERS ZAE Gain on disposal of interests in associates 15,157
[EIEHEE DRI EE Share of results of associates 257,381
B A AT & Profit before taxation 100,165
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A summary of the Group's results and assets and liabilities for the

last five financial years, prepared in accordance with accounting

standards generally accepted in Hong Kong, is set out on “Il.

Accounting Figures and Financial Highlights”.
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Net Assets Per Share

The details of the net assets per share at the balance sheet date for
each of the three years ended 31 December 2005 are as follows:

(1) As prepared in accordance with accounting principles

generally accepted in Hong Kong:

20055 20044 2003%F
2005 2004 2003
BRFEE Net assets per share 1.96 1.82 1.72
CFEE /BB (Net assets / Total number of shares)
(AR - 7T) (Unit: RMB)
1R Rate of increase 7.69% 5.81% 8.18%

2 #wWhEaguRENEHER

(2) As prepared in accordance with PRC accounting

standards:
20054 2004%F 20034
2005 2004 2003
BRFEE Net assets per share 1.92 1.80 1.72
CREE /I BRh#EH) (Net assets / Total number of shares)
(ANR¥ - 7T) (Unit: RMB)
# g Rate of increase 6.67% 4.65% 9.56%
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Purchase, Sale or Redemption of the Listed Securities of

the Company

Neither the Company nor any of its subsidiaries has purchased,
sold or redeemed any of the Company’s listed securities during the
Reporting Period.

Pre-emptive Rights

There is no provision for pre-emptive rights according to the relevant
laws of the People’s Republic of China and the Company’s Articles
of Association.
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Directors’ and Supervisors’ Remuneration

During the year, the aggregate remuneration of the Directors and
Supervisors amounted to RMB1,283,000 and RMB330,000
respectively, exclusive of their pension scheme contributions. Save
as disclosed above, the Company did not offer any emoluments,
allowances, or bonuses to the directors and supervisors.

The emoluments paid or payable by the Company to each of the
directors and supervisors was less than RMB240,000. The pension
scheme for executive directors and supervisors was included as
part of the staff penison scheme of the Company as there was no
other special arrangement.

Highest Paid Individuals

The five highest paid individuals of the Company during the year
were technology specialists and marketing staff of the Company.

Arrangements to Purchase Shares or Debentures by

Directors, Supervisors and Senior Management

At no time during the year 2005 was the Company a party to any
arranagements to enable the Directors, Supervisors or Senior
Management Staff or any of their spouses or children under 18 to
acquire benefits by means of the acquistition of shares in, or
debentures of the Company or any other corporate body.

Directors’ or Supervisors’ and Senior Management Staff’s

Interests in Contracts

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

B F R @0 B R Gl

A

NANJING PANDA ELECTRONICS COMPANY LIMITED




ESTERE
Report of the Board of Directors

R &
MAES EFCEARFTLTRES

# o RBEDHRR=F -

BREE EFEOEERRARELN—F
WEBRARRLIEAHORAELREZR
BaK ORERERIN -

HP BEBENARAEARZE
ok 1 38

ABREHN  ARBEE  BERSRE
BEAEBEZ ZEMRHRETE -

BT 4 B AT B2 T 3L R

)

AR R E T EBEARQAKR20005
AT BN EEEHE R20055FREF 15
BpEmREIN  RWEHRR - WEITZE
MERAHX -

LE Y T N .32 B3 T 5
5% 351 104 B R

HE2005512 A31 8 1F » ANRA T EIETT
TR B 5 - BENIE - BB S LE
LR o

- B =

— £ 2 1 F W
2005 ANNUAL REPORT

Service Agreement for Directors and Supervisors

New agreements have been signed between the Company and all
Directors and Supervisors. The term of service of each agreement
is for a term of three years.

None of the directors or supervisors has entered into any contract
with the Company which is not determinable by the Company
within one year without payment of compensation other than
statutory compensation.

Privilege of Directors, Supervisors and Senior

Management

During the year, no privileges were enjoyed by the directors,

supervisors or senior management of the Company.

Material Contracts with PEGL

Save for the agreement on asset reorganisation entered into
between Panda Electronics Group Limited and the Company in
2000 and the agreements relating to financial assistance in 2005,
the Company was not involved in any material contract during the
Reporting Period.

Convertible Securities, Options, Warrants or Similar

Rights

The Company had not issued or granted any convertible securities,
options, warrants or similar rights up to 31 December 2005.
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Pension Scheme

The Company participated in a pension scheme established by the
government. In accordance with the terms of the scheme, the
annual contribution should be equivalent to 20% of the salary of
the employees. The pension of present and retired employees of
the Company is protected by the Nanjing Social Labour Insurance
System Co-ordinating Committee.

Except for the annual contribution, the Company has no further
obligation in relation to the pension scheme.

Management Contracts

No contracts concerning the management and administration of
the whole or any substantial part of this business were entered
into by the Company or existed during the year.

Results and Distribution of Profit

The operating results of the Group for the year ended 31 December
2005 and the financial status of the Company and the Group on
that date are set out in the financial statements prepared in
accordance with accounting principles generally accepted in Hong
Kong and PRC accounting standards.

After the approval by Yue Hau Certified Public Accountants Co.,
Ltd. and Horwath Hong Kong CPA Limited under the PRC accounting
standards, the Company realized net profit after tax of
RMB89,700,512.97 in 2005; under the accounting principle
generally accepted in Hong Kong, the Company realized net profit
attributable to shareholders of RMB92.761 million in 2005.
However, at the end of the Reporting Period, the profit distributable
to the shareholders was still negative in amount. In accordance
with the related stipulations of profit distribution in the Articles of
Association of the Company, the profit after tax realized in 2005
of the Company was all used to compensate for the losses of the
Company in prior years.

Therefore, the Board of Directors was in the view that final dividend
as at 31 December 2005 would not be distributed and no capital
reserve would be transferred to increase share capital and this
proposal needed to be approved in the shareholders’ meeting.
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Results and Distribution of Profit (Continued)

The opinion of independent directors: As Article 170 of Chapter 15
of the Articles of Association of the Company states, “the profit
after tax will be distributed according to the following order: (1)
compensation of losses; (2) appropriate of statutory public reserve;
(3) appropriate of statutory public welfare fund; (4) appropriate of
discretionary public reserve after approval by shareholders’ meeting;
(5) payment for dividends of ordinary shares”. Therefore, the
proposal for profit distribution of 2005 of the Board of Directors
of the Company is in compliance with the regulations of Articles
of Association.

Bank Loans and Other Borrowings

Particulars of bank loans and other borrowings of the Company
and the Group, as at 31 December 2005, are set out in note to the
financial statements prepared under accounting principles generally
accepted in Hong Kong.

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

Reserves

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

Details of the movements in fixed assets during the year are set out

in note 17 to the financial statements prepared under accounting

principles generally accepted in Hong Kong and note 9 to the

financial statements prepared under PRC accounting standards.

Disclosure pursuant to Rules 13.13 of the Listing Rules

gELE RELL®E
RiEESL FREERL
#2005 128 720055128
3181k 3181
AB% SEBEE BEETE
RMB Asset ratio Consideration ratio
Percentage to Percentage to
the total assets the total assets
as of 31 as of 31
December 2005 December 2005
EHETREERAA Panda Electronics Group Limited
U AR Trade receivable 68,043,000
H R Other receivable 292,624,000
FE T AR SR Trade payable (6,653,000)
H i R Other payable (66,782,000)
SEL SN Trade receivable in advance (3,066,000)
FRERABER Total outstanding before
provision for bad debt 284,166,000 14.63% 41.98%
IHAREEREREAAT Jiangsu Investment and
Management Company Limited
H R Other receivable 500,000,000 25.74% 73.86%
MRMBELERR State-owned Land Resources
Bureau of Nanjing City
H R Other receivable 80,000,000 4.12% 11.82%
Kat - Note:
1. BHRHEEFEEERARGHEERATRL 1. Total trade payable balance before the provision of bad debt of PEGL is
K2R BEEENETE - unsecured and bears interest.
2. ERIHEREEEERETAT 2 HihE 2. Other receivable of Jiangsu Investment and Management Company Limited
W AEEBREE - is unsecured and interest-free.
3. EAEAmRETERBz LMENRRK - AE 3. Other receivable of State-owned Land Resource Bureau is unsecured and
B R BB o interest-free.
— 0 e ~\ —
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Subsidiaries

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

Code of Corporate Governance Practices and Model Code

Please refer to Corporate Governance Report for details of
compliance with Code of Corporate Governance Practices and
Model Code for Security Transactions by Directors of Listed Issuers.

Confirmation by Independent Non Executive Directors

on Connected Transactions

The independent non-executive directors of the Company have, in
such capacity, reviewed the connected transactions referred to in
note 8 to the financial statements prepared under accounting
principles generally accepted in Hong Kong and note 8 to the
financial statements prepared under PRC accounting standards and
confirmed that :

1. such transactions have been entered into by the Company in
the ordinary and usual course of its business;

2. the transactions have been entered into either (1) on normal
commercial terms; or (2) where there is no available
comparison, on terms that are fair and reasonable so far as
the shareholders of the Company are concerned; and

3. such transactions have been entered into either (1) in
accordance with the terms of the relevant agreement
governing such transactions; or (2) (where there is no such
agreement) on terms no less favourable than terms available
to third parties.
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Explanations of unqualified auditors’ report

The financial reports as for 31 December 2005 was audited by
Howarth Hong Kong CPA Limited and Yue Hua Certified Public
Accountants Co., Ltd. An unqualified auditors’ report was issued
by Yue Hua Certified Public Accountants Co., Ltd. and a qualified
auditors’ report was issued by Howarth Hong Kong CPA Limited.
The explanations of the Board for the related matters are as follows:

As Nanjing We Te Investment Management Co. Ltd enforced the
ruling of judicial forceful execution made by the People’s Court of
Xuan Wu Qu of Nanjing City on 10 March 2005 on the equity
interests in Nanjing Panda Mobile Communication Equipment Co.,
Ltd.
Development Co.,

("Panda Mobile”) and Nanjing Panda Communication
Ltd. (“Panda Communication”) held by the
Company on 10 March 2005, the Company could not obtain the
detailed financial information of the two companies nor incorporate
their accounts into that of the Company’s. The Company had
adjusted the book value of long-term equity investment as on 31
December 2004 in accordance with the repayment amount of
RMB120.0174 million and reflected accurately the financial impact
in the financial statement 2004. Therefore, the Company would
not include the financial statements from 1 January 2005 up to the
date of transfer of share rights of these two companies into the
scope of consolidated statements. Further, it has no impact to the
results of this year.

Annual General meeting
The Board decided to hold the Annual General meeting on or

before 30 June 2006. Details of the which will be announced later.

By Order of the Board
Li Anjian

Chairman

Nanjing, the PRC

21 April 2006
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