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General Corporate Goverance

The Company strictly abides by the “Company Law”, the
“Securities Law”, relevant laws and regulations set out by
the China Securities Regulatory Commission, and the Listing
Rules of the Stock Exchange of Hong Kong Limited (“SEHK”)
to continuously improve its corporate goverance and set up
a modern enterprise system. The Company has established
the Articles of Association, “Rules of Procedures at General
Meetings”, “Rules of Procedures at Board of Directors
Meetings” and Rules of Procedures at Supervisory Committee
Meetings” etc. These rules comply with the requirements of
the “Corporate Goverance Standards of Listed Company”
announced by the China Securities Regulatory Commission
and the State Economic and Trade Commission on 7 January

2002. Details of the regulation are as follows:

1. Shareholders and General Meetings of Shareholders.
In order to ensure that all shareholders enjoy equal
treatment and have an equal footing in exercising
their rights, especially medium sized and minority
shareholders, the Company has established the “Rules
of Procedures at General Meetings” in compliance
with the “Opinion on Shareholders Meetings”
announced by the China Securities Regulatory
Commission. The Rules guide and regulate the
Company in calling for and holding a Shareholders’
Meeting. It ensures that related party transactions of
the Company are fair and reasonable, are confirmed
by Independent Non-Executive Directors, and
connected shareholders and parties are required to
leave the meeting room during voting. Details of
connected transactions and their operation will need

to be disclosed.

— 2T - & F R




— DEREBER ()

2

BARERBRRE LT QR
HER  ERRREBBR
RAEMETELHEAN
BA . A TRABIRE
MEEKEED . RAE
ELTRRAMEMBRRY
BEES ERBRRER
AEAE BE- B
e XBSTEELS
N RRESE - BESE
ERAEBEMEELE
1 o

BARESFHESE | 47
BIRZEB(DAER)RE
MESEREAREE
B ARESEHAEM
AEBBHEFEER  ER
MC(RAERINEBRR
EAREBEELT(E
EERBRA)  2RES
BEANRERENEEY
FESENRRAE &
B BHUHETESH
B RRELTBYES
HE EBEERENE=
ERUEE -EEEHL
TEREES® -

2P ABEER
Corporate Governance

A. General Corporate Goverance (continued)

2.

Relationship between controlling shareholder, PEGL,
and the Company. The controlling shareholder
execrises its rights as a subscriber through
shareholders’” meetings. It would not interfere with
the Company’s decision and production operation;
would not harm the legal rights of the Company and
other shareholders. The controlling shareholder and
the Company are independent of each other in staff,
asset, finance, organization structure and business.
The Board of Directors, the Supervisory Committee
and internal departments of the two companies

operate independently of each other.

Directors and the Board of Directors. The Company
will adhere strictly to the requirement and procedure
of the Articles of Association of the Company in
appointment of Directors. The number of Directors
and member of the Board of Directors comply with
the requirement of the laws, regulations and the
Articles of Association of the Company. All members
of the Board carry out their duties and act in utmost
good faith and sincerity in attending all Board
Meetings and Shareholders’” Meetings. There are two
Independent Non-Executive Directors in the Board.

The Board has also formed an audit committee.
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4~ BRESNESE: ARE 4. Supervisors and the Supervisory Committee. The
BEEMABNAEBRREE number of Supervisors at the Company’s Supervisory

Committee and members of the Committee comply
with the requirement of the laws, regulations, and
the Articles of Association of the Company. Members
of the Supervisory Committee include Employee
Representative Supervisor and Independent Non-
Executive Supervisors. The Supervisory Committee has
set up the “Rules of Procedure at Supervisory
Committee Meeting”. Supervisors carry out their duties
and act in utmost good faith and sincerity, attend all
Board Meetings and Shareholders’ Meeting, and
provide lawful and proper supervision on the
Company’s financial status, and duties of Directors,
managers and other senior management staff.
Supervisors also actively participate in, provide proper
proposal and independent advice on the Company’s

operation and major investment projects.

Performance Evaluation and Rewarding System. The
Company’s recruitment of senior management is open,
transparent and conducted according to the
requirement of the laws, regulations and requirements
under the Articles of Association of the Company.
The Company will further improve the performance
evaluation and rewarding system for Directors,

Supervisors and senior staff.

Related Party Interest. The Company respects and
protects the interests of banks and other creditors,
suppliers, customers, employees, consumers and other
related parties, so as to continue to promote a healthy

development of the Company.
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General Corporate Goverance (continued)

7. Information Disclosure and Transparency. The
Secretary of the Board of Directors is appointed for
the responsibility of company information disclosure.
The Company has established an information
disclosure organization and an information disclosure
system that organizes shareholder visits and answer
enquiries, provides publicly available information to
investors, handles media and investor relation. The
Company acts in accordance with the laws,
regulations, the Articles of Association of the Company
and the requirement of the Shanghai Stock Exchange,
and the Listing Rules of SEHK, discloses information
through different channels on a true, accurate,
complete and timely manner to make sure all
shareholders have equal rights in receiving
information, and that the rights and interests of all

shareholders are protected.

Independent Non-Executive Directors and their
duties

The Company has two Independent Non-Executive Directors.
The two Independent Non-Executive Directors are
nominated by the Board of Directors upon approval by
shareholders at Annual General Meetings and are completely
independent of the Company and major shareholder. They
do not hold other duties in the Company. The Independent
Non-Executive Directors carry out their duties and act in
utmost good faith and sincerity in accordance with the
relevant laws, regulations, and the requirement of the Articles
of Association of the Company. They will participate in Board
Meetings and discuss major strategic issues of the Company.
With their professional knowledge and experience,
Independent Non-Executive Directors will advise the
Company on its operation and management; give fair and
just advice on whether the Company has compiled with the
waiver conditions granted by SEHK in respect of its
connected transactions; provide independent advice on asset
reorganization and related transactions; participate in the
audit committee and auditing work of the Company’s
financial statements. Independent Non-Executive Directors
have contributed to maintaining the overall interests of the
Company, the legal rights of shareholders and the
development of the Company.

Nanjing Panda Electronics Company Limited
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Separation of staff, asset, finance, organization
and business scope between the Company and its

controlling shareholder, PEGL:

1.

Staff: The Company has its own independent
management in labour, personnel and wages. Senior
management such as general manager and deputy
general manager receives salaries from the Company.
Save and except for the general manager who also
held the position of general manager in PEGL, there
was no other senior management who held other

position in the controlling shareholder.

Asset: The Company has its own independent
supplying, production and sale systems, ancillary
production system and facilities. Intangible asset such
as trademark ownership, industrial rights, non-patent

technology is held by the Company.

Finance: The Company has set up its own independent
finance departments, account auditing and financial
management systems. The Company has its own bank

accounts.

Organization structure: The Company has set up a
complete and healthy organization structure. The
Board of Directors, Supervisory Committee and other
internal departments operate and function
independently of each other. No duplication of duties
and departmental functions existed between the

Company and the controlling shareholder, PEGL.

Business scope: The Company has a highly
independent and complete business and operation
ability. The Company has signed a “Non-competition
and First Right of Refusal Agreement” with its
controlling shareholder in order to avoid inter-

competition within the same industry.




