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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 governance and set
up a modern enterprise system. According to the
requirements of Notice of Modern Corporate System
Inspection on Listed Companies (B4 B & b i 2 &) g B
A SE il A A 19 28 F1) promulgated by China Securities
Regulatory Commission and State Economic and Trade
Commission, the Company implemented a self-inspection
with respect to establishment of modern corporate systems
and the corporate governance in June 2002. Through self-
inspection, the Company promptly implemented innovation
and improvement measures. In view of such self-inspection,
the Company further improved its systems, regulated its
operations, raised its goodfaith and accelerated the pace
for establishment of modern corporate systems, pushing
the corporate governance to the higher level. Panda
Electronics Group Limited, the controlling shareholder of
the Company, also implemented similar measures for self-
inspection. Based on the Articles of Association, Rules of
Procedures for Annual General Meeting (J§ % K € i 2 51
Al), Rules of Procedures for the Board of Directors’ Meeting
(EFEGHRFHA) and Rules of Procedures for the
Supervisory Committee’s Meeting (B 3 & &% F LA
formulated by the Company, the Company established nine
regulatory systems, namely Work System for the General
Manager (#4881 T/E il ), Regulation for Implementation
of Disclosure of Information ({7 & #% & & jiti 44 A1),
Management on the Use of Proceeds (¥4 ¥ 4 fii Fil & 3 #i#
%), Regulation on the Controlling Shareholder (¥
17 55 BB ), Work System for Independent Directors (%
SLEE S TAEHIBE), Rules of Procedures for the Strategic
Committee (B % B & s FH BLH), Rules of Procedures for
the Nomination Committee (¥4 % B & &k i #111), Rules
of Procedures for the Audit Committee (F#% % B & ik FH 4
All), Rules of Procedures for the Remuneration and Appraisal
Committee (Ml 8L & & B & FHLAI) in the reporting
period, so as to perfect the corporate governance of the
Company. These rules comply with the requirements of the
Corporate Governance Standards for Listed Companies (I
A FENE M UER]) issued by China Securities Regulatory
Commission and State Economic and Trade Commission
on 7 January 2002.
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(Z) W &g w47 N B.  Independent Non-executive Directors and their

% duties

RAMEBUFHTESRBER The Company has two Independent Non-executive
EE - ER C(QRERINER Directors. The Independent Non-executive Directors carried
REBTHE - SEARNESSH out their duties and act in utmost good faith and sincerity
MRREEEAETE  LEEEA in accordance with the relevant laws, regulations, and the
BAER  RARRBEFRER requirement of the Articles of Association of the Company.
B HEBMRZRATERBMN They participated in Board Meetings and discuss major
BREERRALE s DEHETE strategic issues of the Company. With their professional
%o BREVYER SHERZES knowledge and experience, Independent Non-executive
I BRLTNE - BALEH Directors advised the Company on its operation and
TESREZELRRAG - #E management; provided independent advice on the
2RBRNEERER  REQARR impartiality and fairness of connected transactions and on
RIELTHEEER - whether the Company has compiled with the waiver

conditions granted by SEHK in respect of its connected
transactions; participated in the audit committee and
auditing work of the Company’s financial statements.
Independent Non-executive Directors have contributed to
maintain the overall interests of the Company and the legal
rights of shareholders as a whole and promote the

development of the Company.

(Z) A EERBEREANH - C.  Separation of staff, asset, finance, organization
W - B B RH and business scope between the Company and its
05 W 2 BB controlling shareholder, PEGL:

1. EABFH: AREES 1. Staff: The Company has its own independent
AL ABRIEE management in labour, personnel and wages. Senior
B AKE - BEgEE management such as general manager and deputy
BREBEANBEARARAER general manager receives salaries from the Company.
ERErE o BRAD IR AR Save and except for the general manager who also
ETSEERRAAEMILE held the position of general manager in PEGL, there
REBBIUN  HiMESHR was no other senior management who held other
EBEABREERBRRFE position in the controlling shareholder.
B o

2. EEEFH: AREEE 2. Asset: The Company has its own independent
YHE-E HEAS B supplying, production and sale systems, ancillary
BEERGHNEBRERKE - production system and facilities. The Company holds
BETEER - FEEF intangible assets such as trademark ownership,
RWEBEFEEHQAE industrial rights, and non-patent technology.
B
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Separation of staff, asset, finance, organization
and business scope between the Company and its
controlling shareholder, PEGL: (continued)

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

accounts.

4. 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.

5. 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.

Review on the performance of senior management
and incentive reward 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.
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