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To the Shareholders of
Nanjing Panda Electronics Company Limited,

We have audited the following balance sheets of Nanjing Panda
Electronics Company Limited (the “Company”) and the consolidated
balance sheets as at 31 December 2003, the Company’s and the
consolidated profit (loss) statements, and statements of cash flow
for 2003. The Company’s management is responsible for these
financial statements and the preparation thereof. Our responsibility
will be limited to the expression of opinion for these financial
statements on the basis of our audit.

Our audit was planned and conducted in accordance with the
Regulations Governing Auditing and Attesting Financial Statements
by Certified Public Accountants in the People’s Republic of China
so as to give reasonable assurance as to whether the financial
statements are free from material misstatement. Our audit included
examination, on a test basis, of evidence supporting the amounts
and disclosures in the financial statements, and evaluation of the
accounting policies adopted and material accounting estimates
made by the Company’s management in preparing the financial
statements. In forming our opinion we also evaluated the overall
reflection of the financial statements. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the above financial statements, which are prepared
in accordance with the relevant requirements of “Accounting
Standards for Enterprises”, “Accounting Regulations for
Enterprises” promulgated by the PRC give a fair view generally on
the financial position of the Company as at 31 December 2003
and the consolidated results and cash flow of the Company for
2003.

Shine Wing Certified Public Accountants

Registered CPA, the PRC: Zheng You Huai

Registered CPA, the PRC: Zhang Ke Dong

Beijing, China

Date of Completion of Report 24 March 2004

NANJING PANDA ELECTRONICS COMPANY LIMITED
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EERARE
Balance Sheet
(BB e:HEAgGR) (BE—EE=F1+=-F=+—Hi)

(prepared in accordance with the PRC Accounting Standards)
(As at 31 December 2003)

By ARET
Unit: RMB
gE MER a8 NG

Assets Note 5 Consolidated Company

2003F 20024F 20035 20024
12A31H 12A31H 12A31H 12A31H
31.12.2003 31.12.2002 31.12.2003 31.12.2002

RBAE : Current assets:

EKES Cash and bank balances 1 788,498,054.79  685,007,974.75  182,850,743.92  216,954,772.23
ySEEE Short term investment 2 155,175,485.37  97,462,000.00  50,000,000.00  97,462,000.00
e Bills receivable 3 176,336,432.50  76,725,663.74 40,000.00 =
FEMR B 7 Dividends receivable 4 8,328,295.45 3,500,295.45 9,510,220.89 4,682,220.89
BT E Interest receivable 5 1,722,744.00 = = =
MR Accounts receivable 6 743,368,044.82  358,869,682.41  11,354,496.07 9,045,357.34
et Other receivables 7 285,855,245.82  97,650,240.38  819,754,070.14  567,365,365.99
EERT Prepayments 8 75,687,053.35  70,737,960.35  26,060,853.10  43,721,035.25
e U BE Subsidies receivable — - = =
& Stocks 9 364,940,839.02  231,176,686.54 6,820,812.10  40,241,913.85
HEER Deferred expenses 10 20,834,513.17  46,539,382.74 6,666.70 69,961.47
—FRE A Long term debt investment

RAEERE due within one year — - - =
HEmBEE Other current assets — — = =
MBEER Total current assets 2,620,746,708.29 1,667,669,895.36 1,106,397,862.92  979,542,627.02

RERE Long term investments:

RARERE Long term equity investments 11 547,601,094.54  637,566,046.79  834,791,096.34  810,917,130.30
ROEERE Long term debt investments — — = =
REREAG Total long term investments 547,601,094.54  637,566,046.79  834,791,096.34  810,917,130.30

2 AfHEE Including: Difference from
Consolidation - - - —

ETEE: Fixed assets:

EEEERE Fixed assets, at cost 12 580,684,745.00 54339451873  391,834,879.76  397,193,396.79
W RETE Less: accumulated depreciation 12 210,578,798.98  188,219,806.63  123,430,476.22  117,768,622.47
BTEEFE Fixed assets, net 379,105,946.02  355,174,712.10  268,404,403.54  279,424,774.32
A EEEEREEE Less: provision for

impairment loss 12 22,192,728.38  25701,055.13  21,907,372.22  25415,698.97
EErEESS Fixed assets, net book value 356,913,217.64  329,473,656.97  246,497,031.32  254,009,075.35
TENA Construction supplies = — — —
EEIR Construction in progress 13 5,938,662.25 7,718,447.97 5,895,097.25 5,080,567.50
ETEERE Clearance of fixed assets — — — =
EEEERG Total fixed assets 362,851,879.89  337,192,104.94  252,392,128.57  259,089,642.85

BYEAERAMEE : Intangible and other assets:

BREE Intangible assets 14 59,095,959.93  75,197,876.94  57,623,185.33  73,661,185.33
RAGHRER Long term deferred expenses 15 2,134,287.37  10,009,521.44 1,988,176.25 8,667,121.35
EnRBEE Other long term assets — — — —
BYEEREMEEAF  Total intangible and other assets 61,230,247.30  85207,398.38  59,611,361.58  82,328,306.68

BRERIR Deferred tax:

FELRNEE Debit balance of deferred tax — — — —
BES Total assets 3,592,429,930.02 2,727,635,445.47 2,253,192,449.41 2,131,877,706.85
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EEARE
Balance Sheet
(e EREE) BE-—EE=F+=-HA=+—Hi)

(prepared in accordance with the PRC Accounting Standards)
(As at 31 December 2003)

By ARET
Unit: RMB
ERTBRES MER a8 NG|
Liabilities and Shareholders’ Equity Note 5 Consolidated Company
2003F 20026 2003F 20024
12A31H 12A318 12A31H 12A318
31.12.2003 31.12.2002 31.12.2003 31.12.2002
TEERE: Current liabilities:
SEIEE Short term loans 16 1,217,500,000.00  991,800,000.00  830,000,000.00  852,800,000.00
ERZEE Bills payable 17 410,204,168.00  134,773,950.00 = =
FEfTERAR Accounts payable 18 289,595,905.49  181,179,055.34  18,684,199.19  14,449,270.23
FIREER Advances from customers 18 48,328,950.19  26,872,494.48  32,490,170.67 875,843.99
ERIE Salaries payable 19 2,107,786.05 1,883,097.00 9,641.71 =
EREHNE Staff welfare payable 9,401,914.17 6,565,531.70 3,469,557.62 2,115,060.54
FE AR Dividends payable — — — —
EXFE Taxes payable 20 86,254,906.56  62,792,769.51  60,719,181.05  61,104,716.22
Hi R Other accruals 21 8,084,577.45 6,479,607.38 5,925,853.01 5,869,942.83
Hi I3 Other payables 22 192,542,086.63  159,960,487.42  128,029,756.85  125,805,761.08
EREA Accrued expenses 23 28,549,314.58 5,372,331.73 4,945,828.94 3,392,657.79
B ERE Provisions = = — -
—ERIANRBEE Long term liabilities
due within one year - - — —
EtRFAE Other current liabiliies = = = —
RBAEA Total current liabilities 2,292,569,609.12 1,577,679,324.56 1,084,274,189.04 1,066,413,252.68
RHaFE: Long term liabilities:
RAER Long term loans = — — =
EfES Bonds payables = — — —
RAEMR Long term payables — — = =
BREMAR Specifice payables 24 38,000,000.00  38,978,306.97  38,000,000.00  38,000,000.00
EnRHAR Other long term liabilities — — — —
RAAEAH Total long term liabilities 38,000,000.00  38,978,306.97  38,000,000.00  38,000,000.00
EERE : Deferred tax:
EXHZTEE Credit balance of
deferred tax 25 11,550.64 11,650.64 11,550.64 11,650.64
8EA: Total liabilities 2,330,581,159.76  1,616,669,162.17 1,122,285,739.68 1,104,424,803.32
DERERER | Minority interests:
DERFRR Minority interests 26 132,874,785.97  80,610,181.35 — —
R Shareholders’ equity
B Share capital 27 655,015,000.00  655,015,000.00  655,015,000.00  655,015,000.00
BARE Capital reserve 28 478,887,643.72  478616,530.92  478,887,643.72  478,616,539.92
BHAE Surplus reserve 29 188,137,542.53  188,137,542.53  188,137,542.53  188,137,542.53
LR SN i Including: Statutory public
welfare fund 38,425,804.72 3842580472  38,425,804.72  38,425804.72
KA BRI Undistriouted profits 30 (193,066,201.96) (291,413,000.50) (191,133,476.52) (294,316,178.92)
BRERA Total shareholders’ equity 1,128,973,984.29 1,030,356,081.95 1,130,906,709.73 1,027,452,903.53
BEMREER ST Total liabilties and

shareholders’ equity

3,592,429,930.02 2,727,635,445.47  2,253,192,449.41

2,131,877,706.85

B S BRRME/ARGTHRROMEK
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The accompanying notes from an integral part for these financial

statements.
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#HE R A E S E X
Profit and Loss Statement
(B RS ERlEE) (B2 —EE=F+_H=+—HIFFE)

(prepared in accordance with the PRC Accounting Standards)
(For the year ended 31 December 2003)

Ef7 - A\RET
Unit:RMB
]| HEE i NG
Items Note 5 Consolidated Company
20035 K 20025 & 2003 K 20026 %
31.12.2003 31.12.2002 31.12.2003 31.12.2002
— FEEBRA 1. Income from principal operations 31 3,874,299,181.54  1,293,686,115.51 172,039,785.62 199,367,106.58
W EEEBAA Less: Costs for principal operations 31 3,421,997,084.79  1,113,208,550.17 127,703,172.72 164,251,901.12
TEEBHS RN Business taxes and surcharges 32 7,500,749.10 2,261,578.23 226,784.25 =
= FEEBAE 2. Profit from principal operations 444,801,347.65 178,215,987.11 44,109,828.65 35,115,205.46
m: EERHE Add: Profit from other operation 33 18,613,226.14 42,179,444.97 12,805,409.35 43,304,004.47
W B¥ER Less: Sales expenses 112,640,375.41 46,159,792.14 373,734.69 727,751.27
EREA Administrative expenses 247,133,206.64 150,578,478.08 141,691,622.12 108,345,698.07
B%ER Financial expenses 34 70,878,050.58 49,462,857.66 16,356,791.06 32,017,021.70
= BEFE 3. Operating Profit 32,762,941.16 (25,805,695.80)  (101,506,909.87) (57,671,261.11)
m: AN Add: Profit from investment 35 107,190,038.85 140,279,456.71 205,449,348.82 150,633,772.23
(TN Subsidy income 1,906,789.34 370,000.00 = =
EEZIVON Non-operating income 36 1,258,101.99 2,107,564.81 142,222.65 1,461,603.51
W BENT Less: Non-operating expenses 37 2,572,641.26 3,086,007.57 901,959.20 862,910.88
M. FELH 4. Total profit 140,545,230.08 113,865,318.15 103,182,702.40 983,561,203.75
W BEH Add: undistributed profit from 2,594,184.50 2,447 ,604.74 — —
LPERRER Minority interests 39,604,247.04 20,232,763.51 — —
e A Net profit 98,346,798.54 91,184,949.90 103,182,702.40 93,561,203.75
m: ENRHWAE Add: undistributed profit from (291,413,000.50)  (382,597,950.40)  (294,316,178.92)  (387,877,382.67)
the beginning of the year
Hip®EA Other transfer — — — —
N AR 6. Distributable profit (193,066,201.96)  (291,413,000.50)  (191,133,476.52)  (294,316,178.92)
W RIEERHLE Less: Transfer to statutory
—surplus reserve— - - -
RIVEERHS Transfer to statutory public
—welfare fund
t TEREARHAE 7. Profit distributable to shareholders (193,066,201.96)  (291,413,000.50)  (191,133,476.52)  (294,316,178.92)
B R EERRT Less: distributable payble for
preference shares
ROEERHBAR Transfer to discretionary — — — —
surplus reserves
FEf & BRRA Dividends payable for
ordinary shares — — = =
BERAR R L BRARA Dividends for ordinary shares
transferred to capital — — = =
N RAEAE 8. Undistributed profit (193,066,201.96)  (291,413,000.50)  (191,133,476.52)  (294,316,178.92)
HREH:
Supplementary Information
| i BAR
Items Consolidated Company
20035 K 200245 % 2003 K 20026 %
31.12.2003 31.12.2002 31.12.2003 31.12.2002
N RAEFAE 8. Undistributed profit (193,066,201.96)  (291,413,000.50)  (191,133,476.52)  (294,316,178.92)
1+ & BEPHSHR 1. Gain from sales of entities held for disposal
RE B fENE and invested units = (12,045.44) = (12,045.44)
2+ ARKEBEMBL 2. Loss from natural disasters — — — =
3 SHBREEHN 3. Increase (decrease) in the total profit from
(R FIELE changes In accounting policies — — — -
4 SHEFEEEN 4. Increase (decrease) in the total profit from
(D) FIELE changes In accounting estimations — — —
5 EHBRBX 5. Loss from debt reorganisation = — - =
6 Hff 6. Others — — - —

The accompanying

7 statements.

notes from an integral part for these financial
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Consolidated Statement of Cashflow
(eGSR (B2 —EE=F1+ - HA=1+—HIFFE)

(prepared in accordance with the PRC Accounting Standards)
(For the year ended 31 December 2003)

B ARETT
Unit: RMB
A MiEE 2003 B
ltems Note 5 31.12.2003
=4 NG
Consolidated Company
1 BIFERASALLEYEELTE: 1. Cash flows from operating activities: 30 98,346,798.54 103,182,702.40
— BERHPELMBLRE Cash received from sale of goods and
HEHm - REHFIGINRS senvices provided 4,090,356,635.93 254,152,906.68
YEMHERE Return of tax payment 3,943,909.01 —
KEmE RS e EHEENRS Other cash received relating to
operating activities — —
BERANG Sub-total of cash inflows 4,094,300,544.94 254,152,906.68
BEEm EXSHMNRE Cash paid on purchase of
goods and services 3,782,193,400.20 149,209,151.11
TAEBRINRARIZNNER S Cash paid o staff and paid on
behalf of staff 57,122,284.23 34,029,715.68
X fTH) & BRI B Taxes paid 66,323,128.55 9,794,125.67
XAMEMELEEHARENR S Cash paid relating to
operating activities 38 166,699,860.75 59,173,467.00
BERH N Sub-total of cash outflows 4,072,338,673.73 252,206,459.46
HERDEENREREFE Net cash flows from operating activities 21,961,871.21 1,046,447.21
= REARPELNALAE - 2. Cash flows from investment activities
WEEEMRZINS S Cash received from investment recovered 279,962,000.00 199,962,000.00
DEREREAMBINES Cash received from investment income 189,071,373.00 189,401,285.07
REEATEE BNEEA Net cash proceeds on the disposal
HEpRBEEMRENRS TS of fixed assets, intangible assets
and other long term assets 1,128,878.21 894,136.61
WEmA RS EHEBNRE Other cash received relating to
operating activities 39 24,316,223.69 —
BERANG Sub-total of cash inflows 494,478,474.90 390,257,421.68
BRETAE  BYEAEN Cash paid on purchase of fixed assets,

EEHREMX MRS intangible assets and other long term assets 48,645,062.42 7,602,255.40
REFXAHRE Cash paid for investment 539,254,533.12 397,983,850.74
TRMEMEREEHEENAS Cash paid on other investment activities — —
BERL NGt Sub-total of cash outflows 587,899,595.54 405,586,106.14
RERDEENREREFE Net cash flows from investment activities (93,421,120.64) (15,328,684.46 )

= %—ﬁ?ﬁ?ﬂﬁi{é’\]fﬁﬁmi : 3. Cash flows from financing activities
MR & P2 6938 & Cash received from investment 17,397,767.86 =
ARG ES Cash received from borrowings 1,532,458,452.56 850,000,000.00
YEMmANEELESRENR S Cash received from oher financing activities 6,568,805.74 24,872,276.82
BERANG Sub-total of cash inflows 1,556,425,026.16 874,872,276.82
RERBHXNNAS Cash paid on repayment of debts 1,279,800,000.00 852,800,000.00
PRBF - FEREEHE Cash paid on distribution of dividends

I RRRE or profits, or interest repayment 77,359,473.00 41,229,067.88
XAMEMEEEEHEENA S Cash paid on other financing activities 40 448,380,251.45 —
BERL NGt Sub-total of cash outflows 1,805,539,724.45 894,029,067.83
SEEYEANRENETE Net cash flows from financing activities (249,114,698.29) (19,156,791.06)

M EXEHUREMTE 4. Effect on cash due to foreign currency
exchange = _
e ReRReSEMFENE 5. Net increase in cash and cash equivalents (320,573,947.72) (32,539,028.31)

NANJING PANDA ELECTRONICS COMPANY LIMITED
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EE ﬁ m E §
Consolidated Statement of Cashflow
(B RS ERlEE) (B2 —EE=F+_H=+—HIFFE)
(prepared in accordance with the PRC Accounting Standards)
(For the year ended 31 December 2003)
ReREXRAREH
Cashflow Supplementary Information
Bl - \R¥TT
Unit: RMB
&R MiEd 2003E K
Items Note 5 31.12.2003
i B4R
Consolidated Company
1 BEIERGRLEEDRERE 1. Reconciliation of net profit to net 30 98,346,798.54 103,182,702.40
cash flows from operating activities:
A Net profit
m: bERRER Add: Minority interests 39,604,247.04 —
STROEEREER Provision for impairment loss on assets 63,848,246.78 25,676,776.26
EEdEnE Depreciation of fixed assets 12 31,514,604.56 13,753,575.32
B EERH Amortisation of intangible assets 14 16,244,947.01 16,038,000.00
REGREREY Amortisation of long term
deferred expenses 15 8,021,345.19 6,678,945.10
HRERRD (A M) Decrease (less: increase)in deferred expenses 10 25,704,869.57 63,294.77
BREREMCA : BD) Increase (less: decrease) in accruals 23 23,176,982.85 1,553,171.15
REETAE  EVEEA Loss (less: income) arising from disposal
ERHMEENEL O hias) of fixed assets, intangible assets and
other long term assets 80,180.34 -28,613.50
B EEREREL Loss from fixed assets scrapped — —
HHER Financial expense 34 70,878,050.58 16,356,791.06
RERK (R Yozs) Loss (less:gain) on investment 35 (107,190,038.85) (205,449,348.82)
BEERFER (A : B38) Deferred tax debt balance (less: credit balance) 11,550.64 11,550.64
BEERD O] Em) Decrease (iess: increase) in inventories (145,002,659.64 ) 36,822,779.32
BEftRWIER RS (F : ) Decrease (less: increase) in trade debtors (468,533,326.11) (23,558,973.80)
mEMEAEENEM (R HD) Increase (less: decrease) in trade creditors 365,256,072.71 10,845,697.31
Aty Others = —
REETHELNREREFE Net cash flows from operating activities 21,961,871.21 1,946,447.21
2- PYRBERIMBRENELES) 2. Investment and financial activities not involving cash
BRERER Debt capitalization — —
—ERFBOTEAN R ES Convertible bonds due within one year — —
HERABCEE Less: cash balance as at beginning of the year — —
3. REeRREEEMFEMER : 3. Net increase in cash and cash equivalents:
BENBRAE Cash balance as at end of the year 1 340,117,803.34 182,850,743.92
B REMBNRE Less: cash balance as at beginning of the year 1 660,691,751.06 215,389,772.23
% n: ReEENNHRES Add: balance of cash equivalents as at the
2 end of the year — —
=3 B REEEMNEBNAE Less: balance of cash equivalents as
Er at the beginning of the year — —
= ReRREEEMFENE Net increase in cash and cash equivalents (320,573,947.72) (32,539,028.31)
iz
Z: ; B mERME AR MR AEK The accompanying notes from an integral part for these financial
" ; =i statements.
n =
A F
F
R
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EEREXfmHMAR
Provision for Impairment of Assets Condensed Statement
(ErEe A mE) (BE—SE=F+ _A=+—HIFE)

(prepared in accordance with the PRC Accounting Standards)
(For the year ended 31 December 2003)

A L 00 AR (4 BF)

Provision for impairment of assets condensed statement (consolidated)

Bl : \RET
Unit: RMB
HH 12A31R FHEme FHEEH FHEHY 12A31A
2002F Increase Transfer Transfer out 2003%
Items 31.12.2002 in the period to the period in the period 31.12.2003
— BRRERHAH . Total provision for bad debt 42,124,22552  49,143,149.60 = —  91,267,375.12
He: EUERH Including:  Accounts receivable 8,033,404.71  21,373,218.77 = —  29,406,713.48
L L6 Other accounts receivable  34,090,730.81  27,769,930.83 = —  61,860,661.64
- BERAREREEAS 2. Total provision for impairment of
short term investment — — — = =
He: RERE Including: Share investment — — - — =
EHRE Bond investment - — - _ _
= BEREEHESG . Total provision for impairment
of inventories 20,482,612.46 14,640,184.73 — 3,401,677.57 31,721,119.62
Ed: BEREM Including:  Stored commodities 6,666,079.94 5,521,675.79 = —  12,187,755.73
Rt Raw materials 9,336,689.72 4,281,377.07 — 322,150.18 13,295,916.61
. RERERELES 4. Total provision for impairment of 3,463,465.36 64,912.45 = = 3,528,377.81
long term investmen
2o RERERE Including:  Long term share
investment 3,463,465.36 64,912.45 — — 3,528,377.81
RAGRRE Long term bond investment = = — — —
A ETZEREEHEST 5 Total provision for impairment of
fixed assets 25,701,055.13 = = 3,508,326.75 22,192,728.38
He: BR - BEY Including: Housing, building 285,356.16 = = = 285,356.16
HRRE and machinery 24,005,411.89 = = 3508,326.75  20,497,085.14
N BREERBER Provision for impairment of
intangible assets — — — — —
He: BRI Including: License = = — _ _
[l Trademark = — — — —
t ERIBAEER Provision for impairment of
construction in progress 15,491,848.16 — — — 15,491,848.16
N RREFREER Provision for impairment of

entrusted loans —

NANJING PANDA ELECTRONICS COMPANY LIMITED
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BEEREEXRBMER
Provision for Impairment of Assets Condensed Statement
(P ESHEAGER) (BE_FE-F+-_A=+—HIFE)

(prepared in accordance with the PRC Accounting Standards)
(For the year ended 31 December 2003)

B WA Y A AR (B A )

Provision for impairment of assets condensed statement (the Company)

Ef7 - A\RET
Unit: RMB
]| 12A318 FHEms FHEOY FHEHH 12A318
20024 Increase Transfer Transfer out 2003%
Items 31.12.2002 in the period to the period in the period 31.12.2003
— EREESH . Total provision for bad debt 29,552,373.59 25,611,863.81 — — 55,164,237.40
He: ERER Including:  Accounts receivable 528,224.30 287,515.20 — — 815,739.50
Hin el Other accounts
receivable 29,024,149.29 25,324,348.61 — - 54,348,497.90
= BHREREEEST 2. Total provision for impairment of = = — — short term
investment —
H: RERE Including: ~ Share investment — — — — —
BEHRE Bond investment — — - = =
= GFEBBERESH . Total provision for impairment
of inventories 4,261,891.47 — — 3,401,677.57 860,213.90
Eh: ERAR Including: - Stored commodities 860,213.90 = = = 860,213.90
AT Raw materials 322,150.18 = = 322,150.18 =
M. REREFHEEEARG 4. Total provision for impairment of
long term investmen 3,463,465.36 64,912.45 — — 3,528,377.81
H: RERERE Including: Long term share
investment 3,463,465.36 64,912.45 — — 3,528,377.81
RAEREE long term investment — — = — =
- ETEEREEEST 5 Total provision for impairment
of fixed assets 25,415,698.97 — — 3,508,326.75 21,907,372.22
Hh: BREEY Including:  Housing, building — — — — —
HeERE and machinery 24,005,411.89 = = 3508,326.75  20,497,085.14
N BYAERNEER Provision for impairment
of intangible assets — — = = =
Hen: H7|E Including: License — — - = =
[l Trademark — — — — —
t EEIBREER Provision for impairment
of construction in progress 15,491,848.16 — — — 15,491,848.16
N ERETREER Provision for impairment

of entrusted loans

BHEARRME/AS A HRINANK

=155

The accompanying notes from an integral part for these financial

statements.
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(BB RBETEERARRAME—
BRA UNFEEBTEARK
480,000,000.007T #2 EX A 2 & i 37
f5480,000,000i% B B /E AR © AR
AIRIENEMERAARE
515,000,000.007c @ 2 %A
480,000,000% & A% B & A R # 1
JLHY B A V& A BR F135,000,0000% &
REEAAREITHB IR -

19924 H29H » AN Bl E M55
£ 13488315-20) 1 3 A N & 3
B IENKESEER : B8R
ERE BEEEEERE AR
B BT - mSEEK - €2
B R eg - EEEE - BES
W BFEMAE - £E  HEM
BATRE - S FEMEM - b
AHEMA TER AR - EEH
& M BT AR TS ©

(1)

Introduction to the Company

The Company was established on 27 April 1992 as a state-
owned enterprise after the approval from Nanjing Economic
System Reform Committee with document number Ning Ti
Gai Zi (1992) No. 34. It turned into Nanjing Panda Electronics
Company Limited (Present name) later. Its sole promoter,
Panda Electronics Group Company Limited (PEGCL),
acquired the Company’s 480,000,000 state-owned legal
person shares in establishment with a consideration of total
net asset value of RMB 480,000,000.00. Registered capital
for the Company at its establishment was RMB
515,000,000.00, comprising 480,000,000 state-owned legal
person shares of RMB1 each and 35,000,000 employee’s
shares of RMB 1 each.

The Company was registered as an enterprise legal person
on 29 April 1992, with its business registration number of
13488315-2. Scope of business after approval includes
development, production, sale and technical service of
wireless communication equipment, broadcasting TV
equipment, goldsmith and switching system, electronic
component parts, equipment and apparatus, electronic
machinery and equipment, general machinery, medical
machinery, electronic products, component parts of
computers, stationaries equipment, industrial moulds and
other equipment.
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1994F5A27H * AAGIREAE
BBRFRIRER - HESFRER
AARIREBETFEERRIEER
BE  EFBEEAARBEAEAR
WA - REESGRE—VEH
BARAREB AL EEERTNSE
I AR FHREARAFEE R
£ BREZFIRZER - A27
H)F & EER1994F 67298
B OBARNRRKREEEFEE
A E B AR 322,873,348.00
T BREEMEARARE
322,870,000.007T © EH : BIHE
A B%287,870,000R% © A A AR
¥ 287,870,000.007T : B T &
35,000,0008% * B &R A A R ¥
35,000,000.007T ; EARNTEARE
3,348.007T °

BIE1994F2 B10H M ERTRE K
Bl REENEZ1996F3A 11 B ¥ 2=
HmENIE - XA RHFEMARAE
M A R #322,870,000.007T 3 = A
R ¥ 390,015,000.007T * © &
355,015,0000% B B )% A & &
35,000,000/% B Th% - HiZEEA
| =¥ Ol ok

7T BEITHAR - AN ATEIE 199569 A
S0HMEE - AF#T T 2MEA
iy - WEEBFRESFZ B R
ARTEREMEE -

In the extraordinary general meeting of the Company held on
27 May 1994, except other matters, an exceptional resolution
was passed to approve the restructuring report, which
included matters concerning disconsolidation and
restructuring the assets and liabilities of the Company and
companies under PEGC as well as re-affirming the state-
owned legal person shares of the Company. In the same
meeting, one exceptional resolution was also passed. The
Board of Directors was authorized to handle all affairs related
to conversion of the Company into Socially Funded Company
and to make a public offer and listing of the Company’s A &
H shares. According to the exceptional resolution, the net
asset value of the Company would be adjusted on 29 June
1994. Net asset value of the Company at establishment was
re-defined as RMB 322,873,348.00, including registered
capital of RMB 322,870,000.00, comprising 287,870,000
state-owned legal person shares, with share capital of RMB
287,870,000.00; 35,000,000 employee’s shares, with share
capital of RMB 35,000,000.00; and capital reserve of RMB
3,348.00.

According to the restructuring report dated 10 February 1994
and the reply concerning the report released by the State
Committee for Changing System dated 11 March 1996.
Registered capital for the Company increased from RMB
322,870,000.00 to RMB390,015,000.00. It was diverted into
355,015,000 state-owned legal person shares and
35,000,000 employee’s shares. All the above were recorded
in accounting books at par and were fully paid and distributed.

In order to issue H shares, a comprehensive evaluation was
conducted on the assets and liabilities of the Company on
30 September 1995. Respective book values were adjusted
after share issue approved by the Securities Committee of
the State Council.
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AR ER19964F 4 A 2 B & B 1 Bt 75
%% B2 E & %(1996)657 Uik
£ B B3 THRZ242,000,0008% » 2%
fTEHKD2.1370//% + 1T TIER
19964F4 H29H &R + WM 199645
RoBEBBHIAMIEXENER S -

AN AR 19964 10 A 30 B & B 75 B
BHEEEEZESHEEET(1996)
SBB045R B - M ERRETA
R & 38 A% 23,000,0000% © ZE1T(E
RMB5.107T//%,19964F 11 A 140 %
TR IR - W 1996511 A
18HE L/BEHR ZATIENHIER
% + JRE 15 & #935,000,0004% Al
EB B T % R #95,000,0008% £ 2 17 52
Bk —HELBESFR S LT
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19974 A18H » AN Bl EE M55
B ERE AR T HE03967 R EEA
BEHR  SMERBARK
655,015,0007T  #t /& &) 4 & & [F
B HABLEEESREBRESRE B
BEERE AeRE  BEFE
- R WM REM - BER
o ITHRKE - EFER - ZRHET
2 - W E D AL A E EE A Y 8H
& M BT RS 75 ©

BIE20004F R s IR R A &R 5% + A&
NEIEEREEBEANN\RT
RRAIMRIERANRANBBELZE S
UHEELE TREESTEEAR
ANE > ARZEERETFSEGR
NEIFTH A B R R AR B AR
MEY T REETFROERDAN
R HE o

The Company gained approval from the document from
Securities Committee of the State Council on 2 April 1996 of
issuing Zheng Wei Fa (1996) No. 6, to issue 242,000,000 H
shares in Hong Kong, to be sold at HK$ 2.13 per share.
Share issue was completed at 29 April 1996 and was formally
listed on the Stock Exchange of Hong Kong on 2 May 1996.

The Company gained approval from the document from
Securities Supervision and Management Committee of the
State Council on 30 October 1996 of issuing Zheng Gan Fa
Zi (1996) No. 304, to issue 23,000,000 ordinary shares in
RMB to the public. Selling price is RMB 5.10 per share. At
14 November 1996, all fees for allotment was received in full
and the stock was listed on Shanghai Securities Exchange
at 18 November 1996. The 350,000,000 internal employee’s
shares including 5,000,000 shares originally planned to be a
source of financing was also listed after completion of issuing
shares. Another 30,000,000 shares were listed and started
circulating in 1999.

The Company obtained its enterprise legal person business
license Qi Su Ning Zong Fu Zi No. 03967 18 April 1997. Its
registered capital was RMB 655,015,000. The approved
scope of business includes research and development,
production, sale and technical service of wireless
communication equipment, broadcasting TV equipment,
goldsmith and switching systems, electronic component
parts, apparatus, machinery and equipment, medical
machinery, industrial moulds and other equipment, computers
and system engineering.

According to resolutions passed at the extraordinary general
meeting for 2000, the Company disposed of its interests in
8 subsidiaries in relation to TV set business and assets in 6
internal independent audit units to PEGCL and was
transferred interests in Nanjing Panda Mechanical Engineering
Plant and Shenzhen Jinghua Electronic Co., Ltd. from PEGCL.
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o BF €1 it W 2% 0 i 5 %
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ARARHITCEEGFHERDM(EE
BEFHE) REMARE °

WHER
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E12A3181E °

RCRE & £ ¥
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(2)

Principle Accounting Policies and Accounting
Estimates and the Method of Consolidating the
Financial Statements of the Company and Its

Subsidiaries

Accounting System

The accounting system adopted is in conformity with the
“Accounting Standards for Enterprises” promulgated by the
Ministry of Finance of the People’s Republic of China and
“Accounting Regulations of the People’s Republic of China
for Enterprises” and its supplementary regulations.

Financial Year

The financial year of the Company covered the calendar year
from 1 January to 31 December.

Reporting Currency

The Company uses Renminbi as its currency for recording
transactions.

Principle of Book-keeping and Valuation

The Company records transaction on an accrual basis. Assets
will be valued at historical cost.
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SrERBRERAESE
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FEARRITAMETIHEE (hHE
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BIOMEEEHEEEMABZRERS
BARRITAMNTIHES (FH
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REZHENEBRETEERH
MEFARMIGFEER  EEZETE
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JRAEZIE -
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BRECRESERBREBEERF
BARRTAMOMSEENE
S HpIEEHREERBRAT
BARRITAMOTSEEBNER
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HeSRMHEERE
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SRBHAENERERE  BEE
PRERINOREESREEE
) o

3.

Foreign Currency Transaction

Foreign currency transactions are recorded at the rates of
exchange (mid rates), as announced by People’s Bank of
China, ruling at the transaction dates. Monetary assets and
liabilities denominated in foreign currencies at the balance
sheet date are translated at the rates of exchange (mid rates),
as announced by People’s Bank of China, ruling at that date.
The resulting translation gain and loss are charged to the
profit (loss) statement for the period in which they arise;
translation gain and loss during the establishment period are
charged to long term deferred expenses; translation gain
and loss resulting from acquisition of fixed assets are dealt
with according to the principle of capitalization of loans.

Calculation of foreign currency adopted on

the financial statement

Save as shareholders’ equity translated on the market rate
as announced by People’s Bank of China on the transaction
date, other items are translated into RMB on the market
rates as announced by People’s Bank of China at the
balance sheet date. The resulting differences are dealt with
as foreign currency differences as set out on the financial
statements.

Definition of Cash Equivalent

Cash equivalents as defined by the Company represent short-
term, (usually with maturity within three months from the
date of purchase) highly liquid investments which are easily
converted into cash of the known amount with low valuation
risk.
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8.

Short Term Investment

M

Calculation of short term investment: Short term
investment is stated as investment costs upon
acquisition. Short term investment by way of cash is
stated as investment costs, which are arrived at the
total and actual investment costs after deduction of
uncollected cash dividends or interest of bonds. Short
term investment injected by investors represents
investment costs as confirmed by investment parties.
Recognition of short term investment: Any gains
(dividends and interest) arising from short term
investment during the holding period are not recognized
as investment income, but recognized as deduction
from investment costs. Any amount received as a result
of disposal of short term investment is stated as income
gain or loss and charged to the profit (loss) statement
for the year after deduction of the book value of such
short term investment and the balance of uncollected
and recognized dividends and interest payable.

Recognition principles of provision for impairment and
Short
term investment as at the end of the period is stated

provision methods for short term investment:

as the lower of costs and market prices of short term
investment. Whenever investment costs are higher than
market prices at any period, provision is made for
impairment of short term investment. Provision is usually
made based on impairment of each item of short term
investment.
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9. Entrusted loans

(1)

Loans provided through entrusted financial institutions
are recorded at its actual amounts. Of which, the loan
falling due within 1 year is included in short term
investment, and the loan falling due after 1 year is
included in long term investment.

Interests related to entrusted loans are accrued
periodically and taken to the profit and loss account.
Where the interests ceased to be collectible at due
dates, all previously accrued amount will be reversed.

At year end, based on the lower of the principal and
collectible amount of entrusted loan, should the
collectible amount is lower than the principal amount,
provision is made for the difference.

10. Calculation of loss from Bad Debts

(1

The following trade debtors are classified as bad debts:
if (@) the defaulting party is unable to repay outstanding
debts in the foreseeable future as a result of liquidation,
bankruptcy, assets outweighed by debts, significantly
insufficient cash flow, and cease of production arising
from serious natural disasters; if (b) the defaulting party
fails to repay outstanding loans more than three years;
and if (c) no or remote possibilities to recover any
outstanding loans.

Calculation of loss from bad debts: Bad debts are
accrued on a provision method. Provision for bad debts
is determined by aging analysis at the end of the year
and charged to the profit (loss) statement for the period
in which it arises. Subject to the approval of the Board
of Directors of the Company or shareholders’ general
meeting, whenever there is clear evidence showing no
or remote possibilities to recover any outstanding trade
debtors, such bad debts are written off.
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Shares of provisions for loss from Bad Debts are as
follows:

Ageing analysis Shares of provisions

Within one year 3%
One to two years 6%
Two to three years 30%
Exceeding three years 60%

The Company will make provision on bad debts of its
associated — Nanjing Ericsson Panda Communication
Co. Ltd. (“ENC”), Beijing Ericsson Pu Tian Mobile
Communication Limited (“BMC”) and Nanjing Microcell
Panda Mobile Terminals Co., Ltd. (MPC) after evaluating
the possibilities of recovering and determining with clear
evidence that the receivable is unrecoverable. Trade
debtors include amounts due from related parties and
amounts due from unrelated parties. Should there be
evidence that it is difficult to recover any amounts due
from related parties or unrelated parties, a special
provision for bad debts is made. In the event there is
clear evidence showing no possibilities to recover any
outstanding trade debtors, such trade debtors are
stated as loss from bad debts and written off from
provision for bad debts.

11. Inventories

Q)

Classification of inventories: Inventories are classified
as raw materials, packaging materials, processing
materials, low-value consumables, work in progress
and stored commodities.

Price calculation for received and delivered inventories:
The purchase and storage of inventories are stated at
actual costs. Refund and sales of raw materials and
sales of products are arrived at based on the weighted
average method. The Company adopts perpetual
inventory method for its inventory system.
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Low-value consumables and packaging materials are
charged to cost expense on one-time basis upon
collection.

Price calculation for inventories, and recognition criteria
with respect to provision for impairment loss of inventories
and provision method as at the end of the period: As at
the end of the period, inventories are stated as the lower
of its costs and its net realizable value; as at the end of
the period, by way of checking the total inventories, the
Company makes the provision for impairment loss related
to any portions of inventories which are estimated not to
be recovered as a result of damage, total or partial
obsolete or selling at a price lower than its costs. Provision
for impairment loss of inventories is stated as the amount
of costs of a single inventory higher than its net realizable
value. The net realizable value is arrived at estimated
price less estimated costs of completion, selling expenses
and tax.

12. Calculation of Long Term Investment

Q)

Long Term Equity Investment

Price calculation of long term equity investment and
recognition of gains: Long term equity investment is
stated as the initial cost based on the actual payment
or the value of the acquisition. The Company adopted
the cost method for invested companies, which the
Company invests an amount accounting for less than
20% of the total share capital (with voting power) of the
invested companies, or 20% or more of the total share
capital (without significant influence) of the invested
companies. The Company adopted the equity method
for invested companies, which the Company invests
an amount accounting for 20% or more of the total
share capital (with voting power) of the invested
companies, or less than 20% of the total share capital
(with significant influence). The Company adopted the
equity method for invested companies, in which the
Company invests an amount accounting for 50%
(exclusive) or more of the total share capital (with voting
power) of the invested companies.

NANJING PANDA ELECTRONICS COMPANY LIMITED

2003 ANNUAL REPORT

137



b &

=

.

5N 8o

o> = ot

s s TR A

B i xR M
Notes to the Financial Statements

(BT EEEARER) (BE

—EE=F+ A=+ —HIFE)

(prepared in accordance with the PRC Accounting Standards)
(For the year ended 31 December 2003)

b

R E ZHEEA
FHARR : MR E A SR E
BERFEPRIRELEMBERE
SN BECBNERE  (ERBHE
BREZR - ENHREH
sPARE - ARKRETRES
PREY - 2R E HR T HH
BRISAREREMRA - &
IR EE ZRIRS-10FF1
B BEHETRI0FFHE
i o

B 57 B 3P B4 & [2008] 1055k 30 2%
M2 BBEERREIRE Z5
WPIIRR B R AR FEZ A 1
BREBMNFIEEERNRENE
B R BIB10FE Y
IR E AN FEZ B AR
BEMEERERMHERNE
BT ANBARE-BRERE
EHERIAE -

RPEERE

E%%%&ﬁ%%ﬁﬂ%éﬁ
RIE  REBERERERNE

5 ) B BR A BRI E K
A USRS RIE
HRE  RERINOZEE
FREHAREROEFHE -
TERVIBIREKA - REERE
RERER A R
REAHE  FEAREWRE -

Amortization and period for difference in long term
equity investment: Difference in equity investment,
which is the initial investment costs upon acquisition
less share of difference in owners’ equity of the invested
companies, is amortized and charged to the profit (loss)
statement for a certain period of time. If the investment
period is determined under the contract, difference in
equity investment is amortized on an equal basis over
the investment period. If the investment period is not
determined under the contract, difference in equity
investment on the part of the borrowing party is
amortized on an equal basis over a period of five to ten
years. Difference in equity investment on the part of
the lending party is amortized on an equal basis over
a period of ten years.

Following the promulgation of Cai Kuai [2003] Doc
No.10, difference in equity investment, in case that the
initial investment cost is higher than share of owner’s
equity in the invested companies, is amortized on an
equal basis over a period within 10 years. In case that
the initial investment cost is lower than share of owner’s
equity in the invested companies, the difference is
included into “Capital reserve - equity investment
provision”.

Long Term Debt Investment

Price calculation of long term debt investment and
recognition of gains: Long term equity investment is
stated as the initial cost based on the actual payment
upon acquisition. If cash is paid to acquire long term
debt investment, the initial investment costs is the entire
and actual payment less the uncollected portion of
interest from bonds. Interest arising from long term
equity investment is provided based on the principle of
“occurrence of right and liability” over the relevant period
and is credited to investment.

138




BB OR M

Notes to the Financial Statements
(eGSR (B2 —EE=F1+ - HA=1+—HIFFE)

(prepared in accordance with the PRC Accounting Standards)
(For the year ended 31 December 2003)

b

iE

BHRE G EMITENEET

& ARBEBEFRENRR

BRAREEREER RS EIN
B HE AR B E S B

REHNERFER - BESF

EEZENER  EREFR

EBINE - EESFFERAR
HERRRN S RAR - RER

A o

REREREE A ERRLE

MEHRIDE « NRAHRE B

R ERE TR IR E R

Bt ERRE - EEA]
WeleBRERELREERE I
BERRENEEER AN
AR IREARE R B LAIR 1B B R BR %
B REAWESHERERE
EBEMNZRE  AREHKRER

ER -

1I3-EEREMRMFESE

1

Bl B EMNERRE  BEE
ExEREEBATEENEG

WEE : REERM

N j;IE,gi}\)\

% HERKEEEmMZA
B (ERFREBB—F B
B{EE & (20007T K 20007T JA

FERZE

£ -

BEEEMNDHE

% HesRtE - BBRE B
RN AR

Amortization for premiums and discounts of bonds:
The Company states premiums or discounts of bonds
as the initial cost of bond investment less the relevant
fees, due and uncollected bond interest, and undue
bond interest, the difference in the par value of the
relevant bonds. If premiums and discounts of bonds
are recognized as the relevant interest income,
premiums or discounts of bonds are amortized based
on the straight-line method.

Recognition and provision for impairment of long term
investment: The Company will review each long term
investment at the end of each reporting period. If the
market value of the investment continue to fall, or the
operation condition of the investment continue to
deteriorate so that the recoverable value of the
investment falls below the book value, and would not
bounce in the foresee future, a provision will be made
on the difference between the recoverable value and
the book value of the long term investment.

13. Fixed Assets and Depreciation

(1

Recognition of fixed assets: Fixed assets referred to
the tangible assets of the following natures: production
of products, provision of labor, holding for lease or
operating, useful life exceeding one year and valued at
high amount (RMB2,000 or more).

Fixed assets are classified as houses, buildings,
machinery, equipment, transportation vehicle, electronic
equipment and other equipment.
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3)

Valuation of fixed assets: Fixed assets are stated as
cost. Costs of external acquisition of fixed assets are
the sum of the actual price, value-added tax, the
relevant tax (such as import tariffs), and any directly
attributable costs of bring the assets to its working
condition and location for its intended use. Fixed assets
contributed by investors are stated as the value as
agreed upon by the acquisition and disposal parties.

Discount of fixed assets: Save as fixed assets fully
provided and still in use, and the value of land valued
by an independent valuer as required by the regulation
and recognized in the statement, the Company makes
provisions for all fixed assets based on average useful
life method. Useful life, estimated residual rate (no
residual rate is reserved for expense on fixed asset
fitment or expense on improvement of fixed assets
rented by way of operating lease which is eligible for
capitalisation) and annual rate of depreciation of fixed
assets by type are determined as follows:
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85l BHEE (%) HEFER (F) FIEE (%)

Residual Useful  Annual Rate of
Types of Assets Rate (%) Life (year) Depreciation (%)
FEEZEY Buildings 5 30 3.17
R Machinery and equipment 5 8-11 8.63-11.8
BN E Transportation vehicle 5 10 9.5
ETHE Electronic equipment 5 19
Hin Rk Other equipment 5 5 19
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(6)

Recognition and provision for impairment of fixed
assets: At the end of the reporting period, the Company
carries out a review on fixed assets. If the following
conditions exist, the Company shall value the
recoverable value of fixed assets in order to determine
whether there is any impairment of fixed assets. For
fixed assets with recoverable value falling below the
book value, the Company will make a provision for
impairment loss on fixed asset equals to an amount of
the difference between the recoverable value and the
book value. Provision is made based on a single item
basis.

There is a significant decrease in the market price of
fixed assets. Such decrease is beyond any decrease
to the large extent in the market price as time goes by
or any expected decrease from normal use of fixed
assets. The market price of fixed assets is expected
not to bounce in the near future;

Fixed assets are obsolete and damaged;

There is a significant change to the intended use of
fixed assets, such as termination or restructuring of
business which lead to operating business and disposal
of fixed assets earlier than the end of its useful life,
thereby resulting in negative influence on the Company;
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4)

There is a significant change to the environment in which
the Company operates, such as technologies, market,
economy or jurisdiction or there is a significant change
in the market at which products are sold in the period
when changes arise or in the recent past, thereby
resulting in negative influence on the Company;

There is a significant increase in the market interest
rate, posing a potential impact on the discount rate on
the expected recoverable amount by the Company,
thereby resulting in significant decrease in recoverable
amount from fixed assets; and

Other circumstances showing an indication of
impairment of fixed assets.

14. Verification of Projects under Construction

(1

Calculation of construction prices of projects under
construction: project costs are determined on the basis
of the expenses actually incurred. Projects for own
account are measured on the basis of direct materials,
direct wages, direct work commencement expenses,
etc. Subcontracted projects are measured on the basis
of project prices payable. Costs of equipment
installation projects are determined on the basis of the
value of the equipment installed, installation fees,
expenses incurred by project debugging, etc.

Timing of converting projects under construction into
fixed assets: from the date on which the fixed assets
built by the Company come into an expected usable
state, the projects under construction are converted
into fixed assets on the basis of the estimated value of
project estimates or pricing or project actual costs,
etc. Depreciation is calculated from the next month.
Further adjustments are made after final accounting is
completed upon completion of projects.
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Recognition and provision for impairment of projects
under construction: the Company carries out a
comprehensive inspection of projects under
construction at the conclusion of each year. Under any
or some of the following circumstances, impairment
provisions will be made on the basis of the difference
between the amount recoverable by a project and the
book value of such projects. Provision is made with
respect to each construction project.

construction of the project under construction has been
suspended for a long period of time and is not expected
to recommence in the next three years;

the project constructed has been lagging behind both
in terms of functionality or technology, and will generate
very uncertain economic benefits for the Company;

other circumstances that are sufficient to prove that
there has been impairment of the project under
construction.
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15. Accounting for Borrowing Costs

M

Principle of confirming capitalization of borrowing costs:
borrowing costs include interest accrued as a result of
borrowing, discount or premium amortization, and
auxiliary expenses as well as foreign exchange
conversion differences in connection with foreign
currency borrowings. Borrowing costs other than those
accrued in connection with special borrowings for the
acquisition or construction of fixed assets will be used
in the current period in which they are accrued, and
included into the financial expenses for that current
period. Borrowing costs accrued in connection with
special borrowings borrowed for the acquisition or
construction of fixed assets will be capitalized under all
of the following three conditions:

capital expenditure has been incurred;

borrowing costs have been incurred;

acquisition and construction necessary for the assets
to come into an expected usable state have been
carried out.

during capitalization of borrowing costs: if the borrowing
costs accrued in connection with the acquisition and
construction of fixed assets meet the above conditions
for capitalization and are accrued before the fixed assets
come into an expected usable state, they will be
included into the costs of fixed assets acquired and
constructed. If the borrowing costs are accrued after
the fixed assets come into an expected usable state,
they will be directly included into the financial expenses
in the current period in which they are accrued.
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calculation of capitalized amount of borrowing costs:
the capitalized interest amount for each accounting
period is a product derived by multiplying a weighted
average, calculated monthly on the basis of the
accumulated expenditure on the assets not yet acquired
and constructed as at the current period, by a
capitalization rate. The capitalization rate is a weighted
average interest rate calculated on a monthly basis for
special borrowings.

16. Pricing and Amortization of Intangible

Assets

(1

Valuation of intangible assets: actual costs are
calculated upon acquisition of intangible assets. The
actual costs of acquired intangible assets are calculated
on the basis of the price actually paid. The actual costs
of intangible assets contributed by investors are
calculated on the basis of the value confirmed by all
investors. For intangible assets that are developed on
our own and acquired by means of application
according to legal procedures, their actual costs are
calculated on the basis of the registration fees, legal
costs, etc. incurred upon acquisition according to the
law. Materials, wages and other expenses incurred
during the course of research and development are
directly included into the profit and loss account for
the current period.

Amortization of intangible assets and its term: intangible
assets will be amortized on average and in phases
within the shorter of the estimated life of such intangible
assets from the month they are acquired, the beneficial
terms stipulated in the contracts and the effective terms
stipulated under laws, and included into the profit and
loss account for the current period. If no terms are
stipulated under the contracts or laws, the amortization
terms should not be over ten years. Intangible assets
of the Company include land-use rights, trademark
rights, etc. of which land-use rights will be amortized
over a land grant term of 50 years while trademark
rights will be amortized over a statutory term of ten
years.
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Recognition standards and calculation method for
impairment provisions for intangible assets: at the end
of a period, provisions for impairment of intangible
assets will be calculated and made on the basis of the
difference between the estimated recoverable amount
and the book value of such intangible assets under any
or some of the following circumstances:

the intangible assets have been replaced by other new
technology so that there is a material adverse effect on
their capacity to generate economic benefits for the
Company;

the market value has fallen substantially in the current
period and is not expected to recover in the remaining
amortization period;

the intangible assets have exceeded the term protected
by laws but some of them can still be used; and/or

other circumstances sufficient to prove that impairment
has been made actually.

17. Amortization of Long-term Deferred

Expenses

(1

Long-term deferred expenses are stated at actual cost
incurred and will be amortized on average within the
beneficial terms.

Expenses incurred during the incorporation of the
Company (except those for acquisition of fixed assets)
are recorded in the long-term deferred expenses at
first, and will be included in the profit and loss account
in the first month after commencement of its operations.
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18. Verification of Payable Bonds

(1

Pricing of payable bonds and amortization of premium
and discount: payable bonds are priced on the basis of
the actual issue price. The difference between the total
issue price and the face value of the bonds is treated
as a premium or discount of the bonds which will be
amortized upon calculation of interest by means of
vertical method during the existence of the bonds, and
dealt with according to the principle of dealing with
borrowing costs.

Accrued interest on payable bonds: accrued interest is
calculated on schedule on the basis of the face value
of the payable bonds and the stipulated interest rate,
and dealt with according to the principle of dealing
with capitalization of borrowing costs, and included
into project costs or current financial expenses.

19. Verification of Estimated Liabilities

O

Principle of confirmation: if the business in connection
with such contingencies as a security involving a foreign
party, commercial acceptance bill discount, pending
litigation or arbitration, product quality assurance, etc.
meets all of the following conditions, the Company will
confirm the aforesaid as liabilities:

the obligation is an existing obligation of the Company;

performance of the obligation is likely to cause

economic benefits to flow out of the enterprise; and

the amount of the obligation is reliably measurable.

Measurement: to measure on the basis of the best

estimates of the expenses necessary for paying off the
contingencies.
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20. Recognition of Revenue

21.

The Company’s sales revenue is mainly comprised of revenue
from sale of goods, revenue from provision of labor and
revenue from assignment of asset use rights. The principle of
recognition of such revenue is as follows:

(1)  Sale of goods: when the major risk and rewards in the
ownership of the goods have been transferred to the
purchaser, the Company no longer exercises continuing
management and actual control over the goods in
connection with ownership, economic benefits in
connection with transactions can flow in the enterprise
and the relevant revenue and costs are reliably
measurable, the Company will confirm that revenue
from the sale of the goods has been realized.

(2)  Provision of labor services: for labor services which are
commenced and completed in the same year, revenue
is recognised upon completion of the labor services. If
the commencement and completion of a labor service
fall in different fiscal years, relevant revenue from the
labor service will be recognised on the date of the
balance sheet on the basis of the percentage of the
completed labor service, provided that the results of
the labor service provision transaction is reliably
estimable.

(3) Assignment of asset use rights: the Company will
confirm that revenue is realized according to the period
and method stipulated under relevant contract or
agreement, provided that economic benefits in
connection with a transaction can flow in and the
revenue amount is reliably estimable.

Accounting for Income Tax

The Company’s income tax is arrived at on an accrual tax
basis.
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22.

23.

Influence from changes in accounting policy

or estimation in the year

Under the current accounting regulations, cash dividends
according to the profit distribution proposal determined by
the Board of Directors after the balance sheet day but before
the day on which financial statements are approved, without
inclusion in account, are separately disclosed in the notes to
financial statements for the reporting year. Previously, such
dividends were included as a subsequent adjustment to
“dividend payable”. The restatement method is adopted for
such change in accounting policy. As the Company declared
no profit distribution for the previous year, no figure of last
year needs to be restated.

Basis for Preparation of Consolidated
Financial Statements

(1)  Principle of determination of consolidation: for
enterprises in which the Company’s investment amount
accounts for 50% or more of the total capital with
significant voting right or for enterprises in which the
Company’s investment amount does not account for
50% but the Company has significant control, their
financial statements will be consolidated. For enterprises
over which the Company has actual control but such
control does not have any material adverse effect on
consolidated financial statements, their financial
statements will not be consolidated. Financial statements
of joint ventures are consolidated on a pro rata basis.

(2)  Accounting method adopted in consolidated financial
statements: the Company’s consolidated financial
statements are compiled in accordance with the
requirements of the Tentative Provisions for
Consolidated Financial Statements of the Ministry of
Finance and relevant supplementary provisions.
Principal accounting policies of subsidiaries are
determined in accordance with the accounting policies
adopted by the holding company. All significant inter-
company transactions and balances within the scope
of consolidation are eliminated on consolidation.
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Tax

Major types of tax and tax rates applicable to the Company
are as follows:

Enterprise income tax

On 29 August 1995, the Company was certified as a high-
tech enterprise by Jiangsu Provincial Science and Technology
Committee and is entitled to preferential income tax policy.
The Company has been paying taxes at a rate of 15% of the
amount of assessable income since 1 January 1995.

The applicable tax rates for income tax of the Company’s
subsidiaries range from 15% to 33%.

The Company’s subsidiary Nanjing Panda International
Telecommunication System Co., Ltd. is a production-based
foreign enterprise with advance technology. It is incorporated
in Nanjing High-new Technology Industrial Development Zone.
Upon approval by the taxation department, it has been paying
income tax at a rate of 10% from 2001 to 2003.

The Company’s subsidiary Nanjing Panda Appliance &
Apparatus Co. Ltd. was certified as a software enterprise by
Jiangsu Provincial Information Industry Department and the
relevant authorities, and is entitled to preferential tax policy
under the PRC Certain Policies for Encouraging the
development of Software Industry and Integrated Circuit
Industry.
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Upon approval by Ning Shui Wai Suo Jian Zi Doc. No. 18
(2003) of Foreign Tax Administration Office of the Nanjing
State Tax Bureau, the Company’s subsidiary Nanjing Panda
Mobile Communication Equipment Co., Ltd. which has been
certified as a high-tech enterprise was exempted from income
tax payment for 20083.

The Company’s subsidiary Nanjing Panda Communications
Development Co., Ltd. was certified as a high-tech enterprise.
Upon approval by Ning Shui Jing Suo Jian Zi Doc. No. (13)
(2003) of the High-new Technology Industrial Development
Zone Branch of the Nanjing State Tax Bureau, the company
was exempted from income tax payment for 2003.

Value-added tax

Value-added tax is applicable to the Company’s revenue from
sales of goods. The sales tax rate for domestic sales of
goods is 17%.

The value-added tax paid for purchase of raw materials of
imported raw materials etc. can be offset against sales tax.
The tax rate is 17%. Of this tax, application can be made for
refund of the import duty paid for export of products.

The assessable amount of value-added tax is the balance
after current import duty is deducted by current sales tax.

Under the PRC relevant policies and approved by the High-
new Technology Industrial Development Zone Branch of the
Nanjing State Tax Bureau, some of the satellite
telecommunication products made by the Company were
exempted from value-added tax.

NANJING PANDA ELECTRONICS COMPANY LIMITED
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3

BEER

ARBEBEERA - RBHREMEK
MRISMASBRLE X

Hep: WHEEERANBERRE%
ERERAMBRMBREBRANT XL
5% °

HERRBTEMM

RR RV ER T2 E B M b A e
MIER  AERBAAHRERE
EARED R AT%M4% ©
BER

ARBEEBAEERENT0%R
AR BRARER1.2% -

BINEREHTEN  AABAHA
BEEMWAGTHRKE  ERAKE
B12% o

Sales tax

Sales tax is applicable to the Company’s revenue from lease
of premises, provision of other technical services, etc.

Of this tax, the tax rate of revenue from lease of premises is
5% while the tax rate of revenue from assignment of other
technical services is 5%.

Urban development tax and education surcharge

The Company’s Urban development tax and education
surcharge are calculated on the basis of the assessable
amount of value-added tax and sales tax. The applicable tax
rates are 7% and 4% respectively.

Real property tax

Tax is calculated on the basis of 70% of the original value of
the Company'’s real property. The applicable tax rate is 1.2%.

In addition, if premises are leased, tax is calculated on the
basis of the revenue from the lease of such premises. The
applicable tax rate is 12%.
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P~ BT A R B R

4. Controlling Subsidiaries and Joint Venture

Companies
ARABHERFRAAIREERER The Consolidated Financial Statements of subsidiaries and
BRAT - joint venture companies are as Follows:
CEL ERmEx RELE BREA  EERE 3
(Bx) (Bx)
Registered % of
Name capital  Investment equity held  Principal operations Note
0000 0000
AREHEETNEERAA RMB53.00  RMB50.00 9434  SEBHH (LI XE
Nanjing Panda Electronic metallic, chemical, electronic
AT EREEFERAA RMB650.00  RMB617.50 % RAEH BERE ERER
Shenzhen Panda Electronic Home appliance,
Co., Ltd. telecommunication equipment
and appliance and apparatus
HREERNERERA RMB500.00  RMB350.00 0 EEXREES
Nanjing Panda Technology production and installation of
Equipment Co., Ltd. production line
HRREARRERAERRA USD124.00  RMB765.50 2 RREEHEERERENBEEA
Nanjing Panda International development, production sale
Telecommunication of telephone and
System Co., Ltd. telecommunication system
HRAESTIIER RMB1,149.76  RMB827.11 7194 ERZKER  ABSEM
Nanjing Guanghua Electronic PVC, ABS products
HRRHEREXERAT USD340.00  RMB2,100.00 2 REEEHEETRRER
Nanjing Panda Information development, production and
Industry Co., Ltd. sale of electronic information
products
HREHESEEERAA RMB100.00  RMB70.00 70 EEF@%E@H% s
FALRETERES

Nanjing Panda Appliance
& Apparatus Co., Ltd.

production, development and
sale of testing appliance; design
and installation of electronic
information system

NANJING PANDA ELECTRONICS COMPANY LIMITED
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R ERmEE #ELE BRILA FERE fiiE
(&) (8w
Registered % of
Name capital  Investment  equity held  Principal operations Note
0000 0000
BRI E R B RMB4,500.00 RMBS,055.38 9 HEHESTEM
BERBERESER
Nanjing Panda Mechnical production and sale of electronic
Engineering Plant products, telecommunication
equipment and appliance
and apparatus
BRREARERERAT RMB500.00  RMB362.53 0 HESTIXSRERERES
BRERMNT
Nanjing Panda Accurate production of equipment and
Machinery Co., Ltd. spare parts for electronic
industry; processing of
sophisticated machinery
BRRMEERRIBRAT RMB500.00  RMB350.00 0 RREEHERBRERR
o Em
Nanjing Panda develop, produce and sell
Network technology Co., Ltd network communication systsm,
software and products
AR EREERAT RMB500.00  RMB350.00 0 SBREEL BEH
Nanjing Panda Mechanical metal components
Manufacturing Co. Ltd.
BRERENEEBRAT RMB500.00  RMB300.00 60 ZBHm B
Nanjing Huage Dian Qi plastic product & accessories
Plastic Industrial Co. Ltd
REMBHBERBERAH RMB12,000.00 RMB6,120.00 51 RERBHHE 1

Nanjing Panda Mobile
Communication Equipment
Co., Ltd.

sales of communication Note 1

equipment
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kL EREE RELE BRUA  EERH it
(B (B
Registered % of
Name capital  Investment equity held  Principal operations Note
0000 0000
HREHBEERERAA RMB2,000.00 RMB2,000.00 100 BBEE - ATEEN
' REEENHE Bl
Nanjing Panda Communications development, production and Note 1
Development Co., Ltd. sales of mobile communication
and digital communication
HREARRERAR RMB300.00  RMB210.00 70 EHEBHHMIZE
Nanjing Panda Machinery processing and manufacturing
Co., Ltd. of mechanical parts
HREHER N REERAT RMB100.00  RMB51.00 51 TRMEE  BE i3
Nanjing Panda Ju Neng production and sales of Note 3
Small Home Electronic household appliance
Appliance Co., Ltd.
HREHETHIEERAA RMB100.00  RMB70.00 0 ETESEENRE
Nanjing Electronic accreditation of
Calibration Co., Ltd. electromechanical products
BREEAERBRERAA RMB1,000.00  RMB500.00 50 BHBERGER REBEERE
Nanjing Panda Network digital communication
Technology Co., Ltd. terminal products and
network communication
products
AREEZGERERA RMB300.00  RMB180.00 60 EREMHERNREEHE
Nanjing Panda System development and sales of
Integration Co., Ltd. computer software
AREHETESAR RMB100.00  RMBB60.00 100 FHES HRlmESERA8HE 2
Nanjing Panda Electronic design and production of video, Note 2
Advertisement Company printing advertisement
HREAETRERGEER RMB50.00  RMB50.00 100 TeRE:SRAR 2
Nanjing Panda Electronic Eastern hardware and electronic Note 2

Suburb Technology Department

labour products

NANJING PANDA ELECTRONICS COMPANY LIMITED
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R ERmEE #ELE BRILA FERE fiiE
(&) (8w
Registered % of
Name capital  Investment  equity held  Principal operations Note
0000 0000
AREEREETERAA USD180.00  RMBT60.08 61 EEHEETR 2
Nanjing Panda Chenguang production and sales of Note 2
Electronic Co. Ltd. monitors
RITEESTEEERA RMB600.00  RMB360.00 60 BER BREMHZREMEMAZ 2
Shenzhen Panda Golden development of IC and Note 2
Card Enterprise Co. Ltd. computer software
BREHEREREREEBDL RMB50.00  RMB50.00 100  BFEMER 2
Nanjing Panda Broadcast repair/maintenance of Note 2
and Television Products electronic products
Repair and Maintenance Center
BREAEERERAT RMB500.00  RMB500.00 100 4EHEEH 2
Nanjing Panda Computer production and sales of Note 2
Co. Ltd. computer
AREAGEREAT RMB50.00  RMB50.00 100 EERARE  ETRER: 2
Nanjing Asia-Pacific Satellite satellite communication service, Note 2
Communication Company electronic system design
BRRMETARIREAT RMB30.00  RMB30.00 100 BEERIRZHIERE 2
Nanjing Panda Electronics installation of communication Note 2
Systems Engineering broadcast, and television
Company systems
BRRAANBEERREBRAR USD80.00  RMB331.08 80 % % HEER 4
Nanjing Panda Tamura development, production and Note 4
Communications Power sales of power supply
Supply Co., Ltd. equipment
BRRERERMERAR RMB500.00  RMB400.00 80 RELERDAREER 5
Nanjing Panda Communication development and production Note 5

Technology Co., Ltd.

of mobile communication
products
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i1 -

FARAERBEERERAR « KR
2002588 F AMEASARK
200087t ' BARBFMARARZF
ARIMEREHEESEXBRARKR
REKRY : TEEBRME - £ES
iR  BFids  BRBEONRS
RER - RAEFERREESTHT
Efm - KERBLRERT -

FARRRIEZEBEREARAR K
2002528 - BATAMERAA
R¥120008 7T © AQ AIFEAREL B A
51% - @B A RBET - FREOIR
49% ° (2002 FME AR AARMKE
6000& 7T * AL LA k4 fE S BLAR F
31708 T k B ¥ & € 28308 T 4
B EEREL DI TE) T EER
RBIERE (HEMEEIRER
N LBEEW RE (TR
B)  BIEREEE  RBERERH
RS

ZENBCHERE  HHIREZER

HEBCRLEET  HBRTTE
B o

ZAFBAENEE S EN VN
& HHEE -

BELE  mAaBRTES - AR

B RMAGGHEE -

2003%F K3 - WIBERFARIFER
RRIER BB S R E AR A AR

YN

aj

o

au
N

Note 1:

(A)

Note 2:

Note 3:

Note 4:

Nanjing Panda Communications Development Co., Ltd. was
incorporated in August 2002 with registered capital of RMB20
million. It was jointly established by the Company and Nanjing
Panda Information Industry Co., Ltd., a subsidiary of the Company.
Its principal operations include development and production of
systems and products regarding mobile phones, digital
communication, and network communication, household electronic
appliance and relevant high-tech products, provision of services

for complete sets of equipment.

Nanjing Panda Mobile Communication Equipment Co., Ltd. was
incorporated in February 2002 with registered capital of RMB120
million. It was held as to 51% by the Company and held as to 49%
by Mr. Ma Zhiping, the joint investment party. (In 2002, the
registered capital was RMB60,000,000. During the year, the capital
was increased by way of transferral of its dividend payable last
year of RMB31,700,000 and monetary fund of RMB28,300,000.
The shareholding percentage remained unchanged following the
capital increase.) Its principal operations include production of
communication equipment (except ground receivers for satellite
communication); common machinery; automobiles (except small
sedans); provision of maintenance for communication equipment,

services and information consulting services.

These companies have terminated their operations and are in a
stage of liquidation. As such, the Company’s investment in these
subsidiaries has been reduced to a book value of zero, and its

financial statements are no longer consolidated with the Company.

This company was managed by the joint investment party, and

therefore it was not incorporated into the scope of consolidation.

This company is a jointly invested company controlled by the joint
investor. Therefore, by the equity method, it was not incorporated

into the scope of consolidation.

Note 6: This company was established in 2003, and was indirectly controlled

through the Company’s subsidiary Nanjing Panda Mobile

Communication Equipment Co., Ltd..

NANJING PANDA ELECTRONICS COMPANY LIMITED
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I e REEREEAGER S

'I\

Notes to the Consolidated Financial Statements

Bfy - ARKTT
Unit: RMB
EwES 1. Cash and Bank Balances
HE 20035 20024
ltem 2003 2002
Be Cash on hand 387,295.99 315,197.24
RITIER Cash in bank 339,730,507.35 660,376,553.82
Hih B8 E 2 [7F Other monetary fund [Note] 448,380,251.45  24,316,223.69
&t Total 788,498,054.79  685,007,974.75
[FIEZERE [Note] mainly including deposit
AR E 2. Short Term Investment
HH 2003%F 20024
2003 2002

RESHE Bk (&R RESE KEEE
ltem Investment  Provision for Investment Provision for

amount diminution amount diminution
BHIE Bond investment 105,175,485.37 — 97,462,000.00 =
Hep: BERE Including: Treasury

bill investment 105,175,485.37 — 97,462,000.00 =

HitfgHmE Other bond investment — - — —
ZEEX Loan on trust 50,000,000.00 = — —
CE) Total 155,175,485.37 —  97,462,000.00 =

(1)

ARRZTARERAEMABRE
BRBERARZAREESE
REEARNEBRIRFEER
tRABIE -

RNARZRE LB HERERET
MRAITAERERERER
NAlBEREHE R (FA=x

3%) ARBES000E T * ZEFE
BHREA%RIREBRIE WKE o

AR RGBT EERR
EAMRH -

(1

The Company’s subsidiary Nanjing Panda
Communications Development Co., Ltd. entrusted
Minfa Securities Co., Ltd. to subscribe Treasure Bills
on its own account.

The Company entrusted Nanjing Branch of Shanghai
Pudong Development Bank to provide a short term
loan of RMB50,000,000 (interest rate: 3% per annum)
to Nanjin Nantai Group Co., Ltd. Prior to the post
reporting date, the entrusted loan was recovered.

The above investments are not subject to any significant
limitation on realization.
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3 ElERE 3. Bills Receivable
EREE 2003% 20024 fii &£
Type of notes 2003 2002 Note
RITEKER Bank acceptance notes 2,021,947.70 597,500.00
HEALER Commercial notes 174,314,484.80  76,128,163.74
&5 Total 176,336,432.50 76,725,663.74
IR EIFE AN R E]5% K% 5% A The year-end bills receivables include no amount due from

ERREBRMOBREREMRRK -

power) in the Company.

shareholders with 5% or above of shareholding (with voting

4. EURRF 4. Dividends Receivable
HREEMER 2003 20024
Name of invested unit 2002 2001
FYTTREE TR AER AT Shenzhen Jinghua Electronic Co. Ltd. 8,328,295.45 3,500,295.45
= Total 8,328,295.45 3,500,295.45
5- BlE#E 5. Interest Receivable
HEH 20035 20024
Item 2003 2002
BlER S Interest on treasure bills 1,722,744.00 —

NANJING PANDA ELECTRONICS COMPANY LIMITED
2003 ANNUAL REPORT
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6

& 4k AR =X 6. Accounts Receivable
(1) FERERFEREROT - (1)  The ageing analysis of accounts receivable is as follows:
2003% 20024
2003 2002
&8 L% HIRE x| L 1% BRER
| Provision for Provision for
Item Amount  Percentage% bad debts Amount  Percentage% bad debts
1EBR Within 1 year 749,452,336.16 96.98 22,530,609.87 334,991,628.69 91.30  2,100,899.14
1-2F 1-2 years 9,353,371.39 1.21 551,456.23 20,932,039.79 571 1,234,472.63
2-36F 2-3 years 7,507,439.07 0.97 2,274,363.47 4,633,873.42 126 1,187,487.28
SEME More than 3 years 6,461,611.68 0.84 4,050,283.91  6,345,635.22 1.78  3,510,635.66
At Total 772,774,758.30 100 29,406,713.48 366,903,177.12 100 8,033,494.71
BAREHRGHRLL A2 R Percentage of provisions for bad debts is set out on
—+10¢° note 2(10).
(2 HREUWERPEIHAQA (2)  The year-end accounts receivable include a loan of
54.20% K A MR 5 HI AR 3R B RMB5,440,824.28 due from Panda Electronic Group
RSN E FEE AR AT RK Ltd., which was held by the Company as to 54.20%
5,440,824.287T ° (with voting power).
(3) HARRREEERIAALA MR (8) The five largest debtors amounted to

KA T8 A652,331,871.09
L HEWER KA TEN
84.41% » Hrh ¢

RMB652,331,871.09, accounting for 84.41% of the
total value of the accounts receivable, including:
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R R E AL &8 REMH
Debtors Outstanding amounts Nature of debts
IHREIBEEZXEERAA 606,223,687.26 =4

Jiangsu Tianchuang Communication

Industrial Co., Ltd.
FESEREEZFERAR
Shanghai Yimei Communication

Industrial Co., Ltd.

FI R ARSI ER KB R N A

Nanjing Panda Television Co. Ltd.

RRIHETEEERAA
Panda Electronic Group Ltd.
MRENEREBERRAR
Nanjing Ericsson Panda
Communication Co., Ltd.

Payments for goods

19,611,941.68 B3
Payments for goods

12,390,691.51 BX
Payments for goods

5,440,824.28 BR
Payments for goods

8,664,726.36 BR

Payments for goods

A5F  Total 652,331,871.09
H fth fE Uy & 7. Other Receivables

1

H Ao YRR I T

Q)

The ageing analysis of other receivables is as follows:

2003 20024
2003 2002

&8 4 BIREG it 5. 51% BRERE
RE Provision for Provision for
Item Amount  Percentage% bad debts Amount  Percentage% bad debts
1EAR Within 1 year 246,655,806.20 70.94  7,042,674.20 68,942,333.14 52.33  1,498,458.23
125 1-2 years 30,269,001.70 8.71  1,816,140.10  8,122,474.63 6.17 131,333.99
2-3F 2-3 years 7,209,069.18 2.07  2,162,720.75  5,492,298.49 417 1,342,986.25
IFNE More than 3 years 63,582,030.38 18.28 50,839,126.59 49,183,873.93 37.33 31,117,952.34
Rt Total 347,715,907.46 100 61,860,661.64 131,740,980.19 100 34,090,730.81

BRAREFNEIRL A2 R R T
—~10-°

HR H A E W R S35 AN A F)
5% K 5% A R IAMERR 15 HI IR
B B8 {7 /X 30 35,904,750.04
7TE o

Percentage of provisions for bad debts is set out on
note 2(10).

The year-end other receivables include RMB
35,904,750.04 due from shareholders with 5% or above
of shareholding (with voting power) in the Company.

NANJING PANDA ELECTRONICS COMPANY LIMITED
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)

Hﬁﬂ@z%@%ﬁﬁﬁﬂﬁﬂ@ﬁmﬁé @)
WA 5T 815202,454,532.42

T fhE M W KA

58.22% * HH :

RFRE
Debtors

The 5 biggest debtors owing other receivables at the
end of the period amounting to the total of
RMB202,454,532.42, accounting for 58.22% of the
total other receivables for the year. The debtors are:

PEARBHRERTIIRERRE

China Liberation Army Plant 714
Representative Room

L# B EEREERTRA R

Jiangsu Haiqgi International Trading Co., Ltd.

I ESRETEERETAR

Jiangsu Run Xin Investment
Management Co., Ltd.
RRMEFEE (RE)EBLA

Nanjing Panda Group (Company)
Duantong Company
RIHEFEBEARR

Panda Electronic Group Ltd.

&8 MEME
Outstanding amounts Nature of debts
51,170,000.00 R
Current

40,000,000.00 R
Current

40,000,000.00 2R
Current

35,379,782.38 2%
Current

35,904,750.04 FRIR
Current

A& Total 202,454,532.42
BARARBANFE AT ZEE (4) During the year, due to the amounts transferred to

fI88H RIEMNRREA - HE
W ARR SRR L FAE
1k -

B e TE 34F LA 1= &9 EL fth FE U 3K (5)
B ARBS31,724,770.917T
EZREBK AT MR - IR
100% K9 EE Bl ET IR B2 BR 24 o

companies under inner accounting system and
transferred from prepayment, there is a change in the
ageing structure of other receivables from last year.

Taking account of the less possibility of recovery,
provision for bad debts was made on a percentage of
100% for RMB31,724,770.91 of the other receivables
ageing more than 3 years.
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8-

A 1 IR & 8. Prepayment
2003 20024
2003 2002

5HE &8 LeBI% i EL 1%
ltem Amount Percentage % Amount  Percentage %
1E AR Within 1 year 74,807,251.18 98.84 30,125,562.91 42.59
1-24F 1-2 years 669,470.57 0.88  1,933,367.45 2.73
2-34F 2-3 years 99,157.92 0.13  38,573,469.65 54.53
3FEN F More than 3 years 111,173.68 0.15 105,560.34 0.15
Bt Total 75,687,053.35 100 70,737,960.35 100

(1) HREMERFIEHARF
5% K2 5% A £ ZRIRHE B {0 # Bk
REMRK -

(2) HARIRER1IFIAETERERR
FEARBENTERN -

Year-end prepayment does not include any amount due
from holders with 5% or above shareholding (with voting
power) in the Company.

Year-end prepayments ageing more than 1 year mainly

include outstanding odd amounts.

FERFEBHEER 9. Stocks and Provision for Diminution
2003% 20024
2003 2002
HHE &8 BRER 8 KEER
ltem Net balance Book value Net balance Book value
EES 3 Semi finished goods = = 625,724.83 =
R Raw materials 182,527,775.69 13,295,916.61  49,139,894.64  9,336,689.72
%Y Packing materials 78,864.06 211,666.19 96,545.91 17,056.91
BEES#HER Low value consumables 646,850.24 30,626.17 740,962.37 30,099.22
EFHE® Stored commodities 172,097,018.73  12,187,755.73 163,102,150.73  6,666,079.94
RENINE Sub-contracting material 7,301,658.80 = 437,133.38 =
FHAEm Commidity in delivery 11,959,013.57  4,513,407.67 = =
EEM Work in progress 22,050,777.55 1,481,747.25 37,516,887.14 4,432,686.67
Gh Total 396,661,958.64 31,721,119.62 251,659,299.00  20,482,612.46

NANJING PANDA ELECTRONICS COMPANY LIMITED
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(1) LEFEERE2RFEMNETK (1)  The realizable net values of the above stocks are

BR BEEAFEEBEEEAT determined based on the market price made on arm’s

E!’\J MEXE5F R5EH B length and willing basis, net of cost necessary for further
EITR SR IGER IR R processing or sales, for a single stock item.

— TR & BB AR AR
BEVFERE -

10 -#FiEH 10. Deferred Expenses
EH 2003 20024 HREFRE
The reason for
Items 2003 2002 closing balance
NREZ A NRE 20,275,612.97  45,743,425.01 2004FNREE A4

Amortisation of 2004 NRE

e Rent 80,694.70 107,413.75 2004F &
Amortisation of 2004 rent

HAZE Moulding expenses = 286,296.37
ERE Maintenance and
repair expense — 6,064.96
KB Decoration expenses 10,600.00 — 004FHEBHFE
Amortisation of 2004 decoration expenses
RBE Insurance expenses 660.05 — 004F R BB
Amortisation of 2004 insurance expenses

HEEME  Motor vehicle overheads 2,400.00 — 004 EETEFE
& Amortisation of motor vehicle overheads
=
BE Hity Other 464,545.45 396,182.65
i =i Total 20,834,513.17  46,539,382.74
==1
%
B (1)  NREZEHZRIEL A HEE D (1)  NRE represents non-recycled expenses paid to
Z_ ; BEBEEMMNRE - HERM suppliers for development, supply and production
" - EESTERNIEBRENAN - & support for mobile communication products. NRE was
A - EEMBANEEHEES amortized according the expected sales volume of each
= & 5 product.

F
£
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11 -REKERSE

1

Long Term Equity Investments

RERERE (1) Long term equity investment
2003%F 200245
2003 2002
REEH WEERH REGH HE R
]| Investment  Provision for Investment Provision for
ltem amount impairment amount impairment
HifE® &  Other equity investment 547,855,172.05  3,528,377.81 636,557,949.94  3,463,465.36
REREZE Difference in equity investment 3,274,300.30 —  4,471562.21 —
CH Total 551,129,472.35  3,528,377.81 0641,029,612.15  3,463,465.36
IRHEREFE  Net equity investment 547,601,094,54 637,566,046.79
H R & (2)  Other equity investment
B L] 3] it L ES L)
HEREMER EEHR L (%) wEeH HamE RanE BRBE REER REER
Share of Equity  Accumulated Closing Opening
Name of Operating equity Initial adjustment equity Closing  provision for  provision for
invested companies period holding(%) investment  for the period adjustment balance impairment impairment
AREVEREREERAA 1992.09-2022.09 27.00 60,863,279.60  89,501,245.26 168,748,651.73 229,611,931.33 - -
Nanjing Ericsson Panda
Communication Company
Limited
AREREARMY DREERAR 1998.11-2018.11 35.00 34,769,364.00 (36,147,169.55) (34,769,364.00 ) = = =
Nanjing Microcell Panda
Mobile Terminals Co.,
Ltd.
RTREEFREERAA 38.03 69,687,437.75  8,061,082.77  10,961,602.60  80,649,040.35 - -
Shenzhen Jinghua
Electronic Co. Ltd.
IREUEERBGBEERAR 1995.08-2015.08 2000 8396720677  212304,672.43  (1,175,043.57) 82,792,163.20 = =
Beijing Ericsson Pu Tian
Mobile Communication
Limited
IHRERBEZRBERAA 2000.12- 35.00  69,300,000.00 1,864.06  (2,312,474.00) 66,987,526.00 - -
Jiangsu Software
Industrial Co. Ltd
RN (AR BEXBRLAERAR 2000.12- 3500 1,750,000.00 (68,672.26)  (444,489.15) 1,305,510.85 = =
Intenna (Nanjing) Co. Ltd.
AREEEFERAR 1996.03-2026.03 30.00 61,425420.00  4,613268.31  10,364,435.25  71,789,856.25 - -

Nanjing Sharp
Electronics Co. Ltd

NANJING PANDA ELECTRONICS COMPANY LIMITED
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BRRELER

Name of

invested companies

Operating

period

Hith

L (%)
Share of
equity
holding(%)

0t
HEeE

Initial

investment

54 it
HERE HERE BRBE

Equity  Accumulated
adjustment equity Closing

for the period adjustment balance

L ES
REER
Closing
provision for

impairment

b
REER
Opening

provision for

impairment

AREEESERAR
Nanjing Lingyuan

Information Co. Ltd
BAREL (AR ERAR
MPower Batteries

(Nanjing) Ltd.
AR REERREARAR
Nanjing Ericsson Mobile

Terminal Co. Ltd
AREEBIHRERAR
Nanjing Panda Hitachi

Technology Co. Ltd
ARBERERALRERAR
Nanjing Lianhua Nap

New Coating &

Decorating Co. Ltd
LEPELESBRERAR
Shanghai Zhongtong

Information

Network Co. Ltd
ARET(RI)ERAR
Nanjing Electronics

(Kunshan) Co. Ltd
AREAERETERAR
Nanjing Panda Medical

Electronics Co. Ltd
AREHEER/REERAA
Nanjing Panda Ju Neng

Small Home

Electronic

Appliance Co., Ltd.
BRAERBOZBRE
Other investment

reflected at cost

1998.08-2008.08

2001.04-

2001.07-2011.07

2001.11-

1995.12-2005.12

2000.05-2010.05

2000.6-2011.6

2001.10-2020.8

2002 - 05-2022 - 05

30.00

40.00

50.00

49.00

33.33

45.00

40.00

50.00

150,000.00

4,200,000.00

3,310,800.00

6,533,170.00

1,000,000.00

450,000.00

1,757,906.88

500,000.00

510,000.00

3,763,465.36

- (85,087.55 ) 64,912.45

(1,340,828.39 )  (4,200,000.00 ) -

615,482.35 767,556.84  4,078,356.84

(1,464,051.59 ) (3,375,466.28 )  3,157,703.72

(246,399.45)  (139,829.91)  860,170.09

- (450,000.00 ) -

205,925.26 260,042.35  2,017,948.23

(62,822.58)  (233,411.61)  266,588.39

- - 510,000.00

- —  3,763,465.36

64,912.45

3,463,465.36

3,463,465.36

&1t

Total

403,938,049.36

84,993,596.60 143,917,122.69 547,855,172.05

3,528,377.81

3,463,465.36
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ARARZMERRAREILE
RRIFBEAR AR - ERET
EERBBBREERAR &
RERBERRERHEBBKRER
DA HR AR R T R MR
FRE) B AT BEMEAE I R BB RT(E
RETR - A B FIBRRAHE
BEEEROEKIER - R

RIEEAE  AEZEEH
e (ERIEARBR P EHIRER
MIRAR R -

B E T FEREZR IR
BRSERWBE ARSI o

The Company made provisions for bad debts due from
Nanjing Ericsson Panda Communication Co. Ltd.,
Beijing Ericsson Pu Tian Mobile Communication Limited
and Nanjing Microcell Panda Mobile Terminals Co., Ltd.,
associated companies of the Company, after
determination of recoverability of those accounts
receivable. Since there is a clear indication showing
that those accounts receivable are not recovered, the
Company recognized those accounts receivable as bad
debts, which were written off from provision for bad
debts according to the written reference of power of
the management of the Company and the approval of
the Board of Directors.

There are no material limitations to realization and
remittance of gains arising from the aforesaid
investments.

fRiEHREZE (4)  Difference in equity investment
BRARENER Mk ERRE  HBHE b3 Eo HBRE
Name of invested parties Initial amount Reason Amortisation Amortisation Balance of
period  during the year amortisation

BREAEEERER 511,756.61 WiEREE= 55 102,351.32 204,702.65
Nanjing Panda Mechanical Difference in equity 5 years

Engineering Plant acquisition price
RINTREEFRINERAA 2,826,403.07 WERERE 5% 565,280.63 1,130,561.19
Shenzhen Jinghua Difference in equity 5 years

Electronic Co. Ltd acquisition price
EREUGEEARDREARAR 2,697,102.71 WEREEE 55 539,420.54 2,015,729.39
Beijing Ericsson Putian Mobile Difference in equity 5 years

Communication Limited acquisition price
REET(RL)ERAR (97,905.88) YEhEeE 105 (9,790.59) (76,692.93)
Panda Electronics Difference in equity 10 years

(Kunshan) Co. Ltd acquisition price
At 5,937,356.51 1,197,261.90 3,274,300.30
Total

NANJING PANDA ELECTRONICS COMPANY LIMITED
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(For the year ended 31 December 2003)

12 -BEESHEFRE - B HER 12. Fixed Assets at cost, Accumulated

i {8 2 Depreciation and provision for impairment
1) EBErEERENZRFHE (1)  Fixed assets at cost and accumulated depreciation
REREM BERR ERRE ETRA R &t
Building and Machinery and Electronic Other
Premises Equipment Transportation equipment equipment Total
Be&ERE
Fixed assets, at cost
2003% 1A1A 351,563,113.04 164,674,246.54  7,562,027.53  12,181,375.81  7,423,755.81 543,394,518.73
1 January 2003
REEM 448425047  43,935,525.60  3,838,314.80  5102,387.94  2993,934.79  60,354,413.60
Increase in the period
EhERTREA — 17,338,408.08 = = — —
Transfer to construction
in progress
KRS —  13,347,710.14 299,411.64 251,734.56 165,330.99  14,064,187.33
Decrease in the period
B ERD — — — — — —

Decrease in disposal

2003%12A31A 356,037,363.51 195,262,062.00 11,100,930.69  17,032,029.19  10,252,359.61 589,684,745.00
31 December 2003

BEE&EZ:HE
Accumulated depreciation
of fixed assets

20031418 80,321,832.40  92,461,567.09  3,410,961.81  5,796,069.50  6,229,375.83 188,219,806.63
1 January 2003

REEM 11,287,184.62  16,518,572.67 932,302.02  1,082,622.52  1,693,922.73  31,514,604.56
Increase in the period

- —  8,854,240.28 143,126.51 83,567.07 7467835  9,155,612.21

Decrease in the period

2003F12A31A 91,609,017.02 100,125,899.48  4,200,137.32  6,795,124.95  7,848,620.21 210,578,798.98

53] 31 December 2003
= BrEEYE
RE Fixed assets, book value
£ 20031718 271,231,280.64  72,212,679.45  4,151,065.72  6,385,306.31  1,194,379.98 355,174,712.10
ES 1 January 2003
%
% 2003%12A31A 264,428,346.49  95,136,162.52  6,900,793.37  10,236,904.24  2,403,739.40 379,105,946.02
X
& = 31 December 2003
|z
R =
A=
A F

i

#}
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ANA RIASALRA A AR T AR LU BB
VIREEBSIRNRZETE
031463%% + 550314645 « &
031485%% + Z %] £ 102154
5% - 5510215557 « B FH
0314865 + 550314875 + &
031488%% + 550314895 * &
0314905% « 50314915% 2 FT
SIFEEERER  BUSERK °

The Company pledged properties for a loan located at
301 Zhong Shan Dong Lu, Nanjing with certificates of
title to the property (Xuan Bian Zi No0.031463,
No0.031464 and No.031485; Xuan Chu No.102154 and
No.102155; Xuan Bian Zi No.031486, No.031487,
031488, N0.031489, No0.031490 and No.031491).

& EREEE (2)  Provision for impairment of fixed assets

B8H 20026 FHEmM FHRD 20035

Type 2002 Increase in Decrease in 2003
the year the year

FEEEY 285,356.16 = = 285,356.16

Building and premises

KR 24,005,411.89 —  3,508,326.75 20,497,085.14

Machinery and equipment

Hh R 1,410,287.08 = —  1,410,287.08

Other equipment

Ch 25,701,055.13 —  3,508,326.75 22,192,728.38

Total

BEEEERBEETIRRA
&R Bl B EE R NME AR ER
£ RITGERERETHER
W BEEEREER SHET
BEAROSBENKEE
B REREEAROESEHE
EREETEEREEEMNE
B RREEEEREES -

EEEEREEERDRE
ARRIRBEEEMBERE
TREEEE -

Reason for provision of impairment of fixed assets:
Certain fixed assets has no value in use, as they were
used under long time or dormant due to the outdated
technology. For such assets with a recoverable amount
lower than the book value, provision of impairment of
fixed assets is made based on the difference arising
from the recoverable amount lower than the book value
on a single asset basis.

Reason for the decrease in provision of impairment of
fixed assets:

In order to improve the liquidity of assets, the Company
disposed the dormant fixed assets.

NANJING PANDA ELECTRONICS COMPANY LIMITED

2003 ANNUAL REPORT
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(prepared in accordance with the PRC Accounting Standards)

13. Construction in Progress

(1) #‘EEIR (1)  Construction in Progress
e R

1888 2002 *HEm FHEE gD 2003  RAREL REXE

Transfer to Decrease Including:
Name of Increase in  fixed assets in the loan expensed  Source of
Construction Project 2002 the year in the year year 2003  capitalized  fund
LERL 18,153,728.45 = = — 18,153,728.45 —  ERASHAMRE
Jiangning base Share proceeds
Aty 2599,806.30 1,208438.73  481,917.67  139,54549  3,276,781.96 - AtER
Other Other sources
BEERRENE 331,161.29 13,230,130.54 13,561,291.83 = = — HAZS

Sophisticated coating

technologic renovation

Internal fund

ERS 8 259,600.00 1,169,508.58  1,429,198.58 = = — BEES
Motorcycle accessories mall, phase I Internal fund
FEER 1,866,000.00 — 1,866,000.00 - - —  HgXR
Digitally controlled Other sources
punch press

A Total 23,210,296.13 15,698,167.85 17,338,408.08 139,545.49  21,430,510.41 —

Hh: GREREAL
Including:
loan capitalized

expenses

(2 TEERIEREERE (2)  Provision for impairment of construction in progress
148 2002%F FHIEmM FHRD 2003F HREHA
Name of Increase Decrease Reasons of
Construction project 2002 in the year in the year 2003 Provision
TEE 18,153,728.45 = — 13,153,728.45  RHEER
Jiangning base Dormant
Hit 2,338,119.71 = —  2,338,119.71
Other
A& Total 15,491,848.16 — — 15,491,848.16
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14- EEE 14. Intangible Assets
RE&®R RERR RE 2002 FHam FHEH £y} Rt 2003F HBHBFER
Remaining
Acquisition Original Increase in transfer to  Amortization ~ Accumulated period for
Type method amount 2002 the year this year  for the year  amortisation 2003  amortisation
TifRRE EE 26,500,000.00  23,240,685.33 — = 524,000.00  3,783,314.67  22,716,685.33 406%
Land use right purchase 40.6 year
ARERE BE 157,140,000.00  51,940,491.61 = —  15714,004.00 120,913,512.39  36,206,487.61 235
Trademark purchase 2.3 year
use right
£t BEE 159,730.00 16,700.00 143,030.00 = 6,943.01 6,943.01 152,786.99
Others purchase
Rt 183,799,730.00 75,197,876.94 143,030.00 —  16,244,947.01 124,703,770.07  59,095,959.93
Total
LB REREEERERRRER Upon investigation, there has been no specific evidence
ﬁﬁﬁﬁﬁﬁ'\ﬁ% 0 indicating there was any diminution in value of intangible
assets.
15-REFHER 15. Long Term Deferred Expenses
RH RiaR&E 20026 FHam FHHS AiEs 2003F FBRENAFER
Remaining
Increase in  Amortization Accumulated period for
Name of project Original amount 2002 the year  for the year amortisation 2003  amortisarion
AEEER 16,540,446.10  5,513,482.10 — 5513,482.10 16,540,446.10 —
Foreign exchanges loss
from investment in ENC
KEFLAE 11,411,560.00  3,129,331.25 — 1,141,165.00  9,428,373.75  1,988,176.25 1,78
Major repair expenses 1 .Tyear

KB 1,317,126.79  1,063,914.10 — 1,053,914.10 1,317,126.79 —
Expense for increasing capacity
of hydro-electricity

ity 530,217.42 312,793.99 146,111.12 312,793.99 384,106.30 146,111.12
Other
At 29,799,340.31  10,009,521.44 146,111.12  8,021,345.19  27,665,062.94  2,134,287.37
Total

NANJING PANDA ELECTRONICS COMPANY LIMITED
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R MW

16 - %8 HA & &% 16. Short Term Loans

fERER 2003 20026 113
Type of loan 2003 2002 Note
EIRER Charged loans 254,000,000.00 304,000,000.00 2+ 0
Note (2),(3)
REBER Guaranteed loans 963,500,000.00 687,800,000.00 (4)
Note (4)

CH Total 1,217,500,000.00 991,800,000.00
(1) LS HERRBREEE R (1) No loans mentioned above were not unsettled beyond

HREENBER -

AN BRI B R T AR LU AR
3015 - FERRD A REZE
T % 0314635 * % 031464
5% . 55031485%% « Z 4 &
1021545% + 5510215558 2 FT
JEE  FTEEEAARKE
114,490,000.007t * 1 &K
- MR EIEETIGED
TEEBPRBERARK
74,000,000.007T * B K HAR
H 2003412 4128 £20044F
128118 -

N RS RA R R LU R
3015 FERRD A RZE
T % 031486%: * % 031487
5% - 2503148857 * 55031489
5%+ 2503149057 + 55031491
5% 2 P51 B 2 1 R B TR 8R AT
IFEDITEXETREBERA
R #180,000,000.007T * &3k
HAPR 5200348 A 26 H £2004
F8H25H o

due date.

The Company pledged properties located at 301 Zhong
Shan Dong Lu, Nanjing with certificates of title to the
property (Xuan Bian Zi No.031463, No.031464 and
No0.031485; Xuan Chu No.102154 and No.102155,
valued at RMB114,490,000.00) for a loan of
RMB74,000,000.00 from Industrial and Commercial
Bank of China (Jiangsu Branch) with a term from 12
December 2003 to 11 December 2004.

The Company pledged properties located at 301 Zhong
Shan Dong Lu, Nanjing with certificates of title to the
property (Xuan Bian Zi No.031486, No0.031487,
N0.031488, N0.031489, N0.031490 and No.031491)
for a loan of RMB180,000,000.00 from Industrial and
Commercial Bank of China (Jiangsu Branch) with a term
from 26 August 2003 to 25 August 2004.
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(For the year ended 31 December 2003)

4) AREIZEATIRREETEE
BRABAAQBREERITE
KA R #436,000,000.0070H
HIER - AAR 2 @A R
RAHBRKARA T RARD
AEHRTERARE
140,000,000.007T {2 (AR
P/NE] W) /NG DA N
AMEEARARARNARFA
AEHRTERARE
90,000,000.007T #Z &R ©
HBAIDREBERBARAF]
ZFRARER - AAR AR

(4) Panda Electronics Group Company, the parent
company of the Company, guaranteed a short term
bank loan of RMB436,000,000.00 on behalf of the
Company. Nanjing Panda Television Co. Ltd., an
associated company of the Company, guaranteed a
short term bank loan of RMB140,000,000.00 on behalf
of the Company. Jiangsu Tianchuang Communication
Industrial Co., Ltd., an associated company of the
Company, guaranteed a short term bank loan of
RMB90,000,000.00 on behalf of the Company’s
subsidiaries. Most of the remaining guarantee loans
were granted to the Company’s subsidiaries under the
guarantees provided by the Company.

ER o
17 B RE 17. Bills Payable
ERES 20034 20024 i 1:3
Types of Bills 2003 2002 Note
PITRLEE 327,721,680.00 132,989,950.00 20044 £ 5
Bank bills Due in 2004
BMERALER 82,482,488.00 1,784,000.00 20045 & 3|5
Commercial bills Due in 2004
=i Total 410,204,168.00 134,773,950.00

HRABNRBEPERFARASNR
5% JA_EFIRBE B 170 B0 B R B L B 8
NRBEK -

Bills payable did not include any amount due from holders
will 5% or above shareholding (with voting power) of the
Company.

NANJING PANDA ELECTRONICS COMPANY LIMITED
2003 ANNUAL REPORT
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18~ FEfHAR R « AU IR & 18. Accounts Payable and Receipts in Advance
HH 20034 20024 fii &
Item 2003 2002 Note
EfTER 289,595,905.49 181,179,065.34
Accounts payable
UG 48,328,950.19 26,872,494.48
Receipts in advance
At Total 337,924,855.68 208,051,549.82
BRENERRP IS IHF AR A% R Closing balance of accounts payable did not include any
5% A b ZRIRMERR 17 1) AR R B AL A FE amounts due from holders with 5% or above shareholding
5K e (with voting power) of the Company.
BRTERERR T ERHARF]S% & Closing balance of receipts in advance did not include any
5% PA £ FRARERR D BIAR R B AL Y TE amounts due from holders with 5% or above shareholding
Wk o (with voting power) of the Company.

19 - BAIE 19. Salaries Payable

AR HARENMNIE &%
2,107,786.057C © EAEERHERIE
EHIE -

Closing balance of salaries payable was RMB2,107,786.05.
There were no salaries payable which were overdue.
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20-EXRE

20. Taxes Payable

neE 2003 2002F EABX
Type 2003 2002 Tax rate
BEH 74,629,763.06 33,161,099.27 17%
Value added tax (VAT)
BER 3,727,587.70 5,488,453.92 5%
Sales tax
T R R B 21,435,719.31 18,847,784.04 7%
City maintenance tax Note1
LEMEH 2 (16,284,363.87) 1,993,826.65 15%-33%
Enterprise income tax Note2
BARGEH (513,858.21) (648,591.59) REAMGTEET
Personal income tax Under the Individual Income
Tax Law
BEH 2,640,372.47 3,257,283.31 EERBET0%H1.2%5%
e B AR12%
Property tax 1.2% of the 70% property
value (at cost), or 12%
of the rental income
T AR 613,468.72 661,468.72
Land use tax
HEB — 25,312.01
Consumption tax
Efaft AR 5,780.00 5,780.00
Transportation tax
ENTER 437.38 353.18
Stamp duty
&t 86,254,906.56 62,792,769.51
Total

i1 RARFEERFAREBE

2 REE= 1

Note 1: This item is the outstanding tax accumulated from the previous

years.

Note 2: Please refer to Note 3(1).

NANJING PANDA ELECTRONICS COMPANY LIMITED
2003 ANNUAL REPORT
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21 HMERR 21. Other charges
HA 20035 RHBREE
Items 2003 Rate
B B M 7,175,408.09 T 4%
Education surcharge 4% of current tax
FEAES 909,169.36
Housing surplus reserve
A&t Total 8,084,577.45

22 - H il FE £ &% 22. Other Payables

(1)

HREMENRKBER
192,542,086.637C ' HFEK
FEARRAFI5% 5% KR
B& 13 K BR 3R B8 AL A9 FE 5 3K
26,653,067.797T °

HIR K BEE M R B A RA 4
SR

(1) The year end balance of other payables was
RMB192,542,086.63 of which RMB26,653,067.79 was
due from holders with 5% or above shareholding (with
voting power) of the Company.

(2) Details of the year end balance of other payables in
large amount are as follows:

L oEt ] REReH RE HEENE
Name of units Outstanding amounts Age Nature
IHREBAESARAA 30,600,000.00 1-26F RES
Jiangsu Tianchuang Communication Within 1-2 year Deposit
Industrial Co. Ltd.

BEESERRAEAT 26,958,452.56 1E R BHEER
Minfa Securities Co., Ltd. Within 1 year Temporary loans
REETREARAR 26,653,067.79

Panda Electronic Group Ltd

BREERTREREZS 4,424,425.48 1EMR ZRER

Administrative Committee of Nanjing Economy

and Technology Development Zone

Within 1 year  Special appropriation

At Total

88,685,945.83

BRI B B3F M KRB E M
REBREMARRBFR

(8)  Other payables in large amount with the age exceeding
3 years were mainly prepayments from other
companies.

176




&

it B OR MO

Notes to the Financial Statements
(eGSR (B2 —EE=F1+ - HA=1+—HIFFE)

(prepared in accordance with the PRC Accounting Standards)

(For the year ended 31 December 2003)

23

‘HRiRRHA 23. Accrued Expenses

BRERN 2003%F 2002 HRRERERE
Item 2003 2002 Nature of closing balance
EHNEEER 1,602,515.53 2,000,000.00 ERAM 2N EEER
Intermediaries fee Outstanding intermediaries
fee payable
M, 6,937,399.03 1,665,844.28 ERAMZERME
Interest Outstanding loan interest
payable
ik 488,263.46 501,843.80 R AN 2 ER
Rent Outstanding rent payable
NIZ 2,829,268.55 126,594.07 REEZMIE
Processing fee Outstanding processing fee
KES = 62,489.69 ERANZKEER
Water and electricity fee Outstanding water and
electricity payable
R E 7,144,360.00 = AEEZAFE
Testing fee Outstanding testing fee
EHE 2,553,043.24 = REEZERE
Transportation expenses Outstanding
transportation fee
BEEE 2,751,362.70 — AEEZESE
Advertisement promotion expenses Outstanding
advertisement fee
RAREE 941,399.00 — REEZER
Inspection and certification fee Outstanding expenses
IRERER 701,589.53 - AEEVTRBEE
Engineering project expenses Outstanding engineering
project expenses
EREE 181,690.00 — REEZER
Repair expenses Outstanding
maintenance fee
Hit 2,418,423.54 1,015,559.89 AEEZER
Other Outstanding charges

&t Total 28,549,314.58 5,372,331.73
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(prepared in accordance with the PRC Accounting Standards)
(For the year ended 31 December 2003)

24. BIRMEF R 24. Special accounts payable
BE 2003% 20024
Class 2003 2002
RIS TEEARAR— Panda Electronic Group Ltd.— the PRC’s
R E M & TE B key technological renovation project
BEZEES Special fund from treasure bills 38,000,000.00  38,978,306.97
25  BEERKE IR 25. Deferred tax
B 20034 20024F
Item 2003 2002
EXIRCEERRERFAISH 11,550.64 11,550.64

Income tax payable arising from
receipt of non-cash assets

26-PHERES 26. Minority interest

PEBEER 3 11 1:4] 20035 20024
Name of minority shareholders Share of minority equity 2003 2002
EE¥ 49% 104,661,602.70 47,675,404.42
Ma Zhiping
BRETRAMREIEARR 28.06% 8,406,160.29 8,406,160.29
BEBRITBARBRERAT 50% 155,887.28 4,996,801.64
EEETAERERAH 28% 3,039,844.52 3,878,687.86
Panda Electronic HK Co. Ltd.

= AR ENEERRERAR 28% 1,495,089.80 3,425,249.88

= Ht 15,116,201.38 12,227,877.26

B Other

g»ﬂ-

= Bt Total 132,874,785.97 80,610,181.35

%
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(prepared in accordance with the PRC Accounting Standards)
(For the year ended 31 December 2003)

27 B F 27. Share Capital
(1) AraRHHAELBER Gk (1)  Shares of the Company are ordinary shares of RMB1
HEAREIT  BRAGEED each. The shareholding structure (unit: share) is as
T (BRI : iR ¢ follows:
EH 2002% FHEHBE () 2003%
2002 Increase/decrease for the period 2003
BITHR ER b1 1 it
Bonus Share
Items New issue  Allotment issue transfer Sub-total
= HRRERR
Non-circulating shares:
1 BRARSD 355,015,000.00 - — — - — 355,015,000.00
Promoter’s shares
o BXEERE 355,015,000.00 = = = = —  355,015,000.00
including: state owned shares
REREASERR - - - - - - -

Domestic legal
person shares
SNEEAEERA - - - - - - -
Overseas legal
person shares
Efh - - - - - - -
Others
2 HEEAR - - - - - - -
Legal person shares
3 ABEIR - - - - - - -
Employee shares
4 BRRSEM - - - - - - -
Preference shares or others
HARBRAA 355,015,000.00 - - - - —  365,015,000.00
Sub-total of
non-circulating shares
Z ER@ds
Circulating shares:
1 BRETARBEAR 58,000,000.00 - - - - —  58,000,000.00
Domestic listed RMB
ordinary shares
2 FALTINER - - - - - - -
Domestic listed foreign
shares
3+ R EMINER 242,000,000.00 — - - — —  242,000,000.00
Overseas listed foreign
shares
4 Eff - - - - - - -
Others
BidkAaa 300,000,000.00 - — — — — 300,000,000.00
Total for circulating share

- R EE 655,015,000.00 - - - - —  655,015,000.00
Total number of shares

NANJING PANDA ELECTRONICS COMPANY LIMITED
2003 ANNUAL REPORT 179



b &

=

.

R[S i = =~ N -

Er g s S T R

&

R M

i

Notes to the Financial Statements
(B Ee:ERER) (BE—TTE=F+_F=1—HILFE)
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@ ARFRREE - ROEE - (2)

FREEREEFHBERNT

(Bftr : ) -

and changes are as follows:

Names of shareholders, natures of shares, shareholding

BRBBHRRGER RipHE 2002 20034
Name of shareholders
or class of shares Nature of shares 2002 2003
RHEETEEARAA B AR 355,015,000.00 355,015,000.00
Panda Electronics Promoter’s shares
Group Limited
BRETARBERR TRIBARR 58,000,000.00 58,000,000.00
Domestic listed RMB Circulating A shares
ordinary shares
BRA EmNER — =
Domestic listed foreign share
5k EmINERR Dinkilalh 242,000,000.00 242,000,000.00
Overseas listed
At 655,015,000.00 655,015,000.00
Total
28- BFLW 28. Capital Reserve
HE 2002F FHEm sHRY 20034
Increase Decrease
ltem 2002 in the year in the year 2003
BRAHE Share premium 478,386,846.10 — — 478,386,846.10
EREEERSEERE  Provision for acceptance of
non-cash asset donation 34,034.50 - - 34,034.50
BEXHSRE Cash donation = = = —
IRAER & s Provision for equity investment 23,451.31 = = 23,451.31
BREA Fund transfer — - - —
SNEBATEZHE Difference in translation
of foreign capital — — — —
HityEARTE Other capital reserve 172,208.01 271,103.80 = 443,311.81
=5 Total 478,616,539.92 271,103.80 — 478,887,643.72
i ERNTEENREEST B The increase in other capital reserve is attributable to a

transferral of unable satisfied amounts into the capital reserve.
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(prepared in accordance with the PRC Accounting Standards)
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29 -BRROW 29. Surplus Reserve
HH 20025 FH8m FHEDY 2003%F
Increase Decrease
ltem 2002 for the year for the year 2003
EEEBLAE Statutory surplus reserve 79,335,096.48 = — 79,335,096.48
E‘E‘&éﬁ"%ﬁ Discretionary surplus reserve 70,376,641.33 = — 70,376,641.33
/N Statutory public welfare fund 38,425,804.72 — — 38,425,804.72
Hit Others — — — —
A&t Total 188,137,542.53 = — 188,137,542.53
30 ko E T 30. Undistributed Profit
HHE 2003 200246
Item 2003 2002
BORDEME Opening undistributed profit (291,413,000.50)  (382,597,950.40)
m: BORPEFERAR Add: opening undistributed
profit adjustment — —
REERORHEFE Adjusted opening undistributed profit (291,413,000.50)  (382,597,950.40)
e REFHE Add: net profit for the year 98,346,798.54 91,184,949.90
W RIEAERBAES Less:transfer to statutory surplus reserve = —
REEERHBLES transfer to discretionary surplus reserve = =
REVZEE A& S transfer to statutory public welfare fund = =
7 B @ AR AR I distributed dividends for ordinary shares = —
B (R AR K ) 4 AR AR A capitalization of dividends for ordinary shares — —
BRKR DB E Closing undistributed profit (193,066,201.96)  (291,413,000.50)

$EF$’A‘T%EJ=§$§%+EW\
ERBBNERRAZ  —TT=F

:“’:EEE’WJ BT ﬂ B
WA RA G KRB

"R was not undistributed , subject to the approval at the annual

general meeting.

According to the relevant resolution passed at the 14th
meeting of the 4th Board of Directors, realized profit for 2003

NANJING PANDA ELECTRONICS COMPANY LIMITED
2003 ANNUAL REPORT

181



% o

>
Ly

BN o oe

o> = ot

Er g s S T R

i B R W
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(B Ee:ERER) (BE—TTE=F+_F=1—HILFE)

(prepared in accordance with the PRC Accounting Standards)
(For the year ended 31 December 2003)

31 - FERBWA - EERXBA

7. 3

M

31.

Income and Cost of Principal Activities

RITHE| D (1)  Segmented by products

BAER TEEBEA TEEBRF

Principal activities Income from principal activities Cost of principal activities
2003 2002 2003% 20026

2003 2002 2003 2002

BEREER Mobile telecommunication products  3,262,362,738.57  896,282,719.46 2,901,181,924.53  787,411,242.48

ET{Z8ER  Electronic information products 174,339,267.63  78,357,129.38  160,143,690.60  70,941,744.65

KEEER Electromechical products 168,640,068.76  112,725,704.78  143,646,755.19 93,624,664.00

BEBEEM Satellite telecommunication products 132,714,781.63  101,378,418.80 90,609,946.17 67,384,638.71

Hth Others 136,242,324.95  104,942,143.09  126,414,768.30 93,846,260.33

= Total 3,874,299,181.54 1,293,686,115.51 3,421,997,084.79 1,113,208,550.17

A EREFEERBRAMEER

Note: The above income and cost of principal activities represent the

BRARANZEE 2 B amounts already offset internally.
28 o
i [E &5 (2) Segmented by geographical areas
HE TEEBEA TEEBRT
Regions Income from principal activities Cost of principal activities
2003%F 2002 2003% 2002
2003 2002 2003 2002
BA Domestic 3,874,299,181.54 1,293,686,115.51 3,421,997,084.79 1,113,208,550.17
At Total 3,874,299,181.54 1,293,686,1156.51 3,421,997,084.79 1,113,208,550.17

RABAHIALETEFEER
A 8B 3\ B AR B
3,081,931,119.777% * {5 A Hf
FEEBRABLERT9.55
%o

(3)  Sales revenue from the largest five customers totalled
RMB3,081,931,119.77, accounting for 79.55% of total
sales revenue for the year.
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Notes to the Financial Statements
(e EAEE) (BE_EE=F1+_-_A=1—HILFE)

(prepared in accordance with the PRC Accounting Standards)
(For the year ended 31 December 2003)

32. Tax on principal activities and surtaxes

HH 20035 20024 HaEE
Item 2003 2002 Rate
HER Sales tax 461,630.77 422,712.61 FER KA RI5%
5% of taxable income

W E R City maintenance and construction tax 4,438,641.83 1,095,303.60 MEHENT%

7% of circulating tax
HEEKM Education surcharges 2,600,476.50 743,562.02 TRER R 4%

4% of circulating tax
CHS 7,500,749.10 2,261,578.23
Total
HthRHHA 33. Profit from other operation

20035 20026
2003 2002

1| KA X A A Fi Fil
Item Income Expense Profit Income Expense Profit
ik Rents 26,150,020.17  15484,358.76  10,674,661.41  28986,957.57  17,423602.18  11,563,355.39
KEE Electronic and water expenses — — — 8,487,014.38 6,211,466.22 2,275,548.16
WHEE Sales of raw material 7,019,94510  5,611,943.35  1,408,001.75  3,860,596.61 3,754,001.77 106,504.84
RiTRBE Technological services fees  2,653,494.00 356,035.98  2,207,458.02  23272,619.67  1,201,171.35  21,981448.32
HE LHEME  Trademark and land use fees  795,000.00 44,122.50 750,877.50  2,549,430.00 14149337 2,407,936.63
BHBA Service income 1,444,875.50  1,153,335.72 291,539.87 144540246  2,135,651.44 (690,248.98)
A Other income 3,380,152.90 189,465.31  3,190,687.59  7,337.922.76  2,803,022.15  4,534,900.61
Bt Total 41,452,487.76  22,839,261.62  18,613,226.14  75939,943.45  33760,498.48  42,179,444.97
HMEER 34. Financial Expenses
HH 20034 20024
Item 2003 2002
FEXZH Interest expenses 76,554,059.96 53,153,530.10
o FLEWA Less: Interest income (6,568,805.74) (3,987,048.48)
n o EHIBK Add: Exchange loss 7,370.33 34,108.16
B Mg Less: Exchange gain (17,784.01) —
n s Hpsz Add: Other expenses 903,210.04 262,272.88
A&t Total 70,878,050.58 49,462,857.66

NANJING PANDA ELECTRONICS COMPANY LIMITED
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35-wBHR

(1) KREREA@LT :

35. Investment Income

(1)  Details of investment income are as follows:

ER 2003 20026
[tem 2003 2002
REHRENH Income from eqity investment = 12,688,001.05
EERE A Income from debenture 20,845,500.00 12,727,777.00
£ Erla Including: income from debenture 20,845,500.00 12,727,777.00
ZETla income from entrusted loans = =
b EHRE b income from other debenture investment = =
e AERRDERNFE Profit from joint venture and associated companies — —
BRIZERAREIER Share of net profit from invested companies after
REARFNE adjustment by equity method at year end 84,993,596.60 116,731,742.08
TR & = 5 o Equity investment difference in amortisation (1,197,261.90) (799,794.13)
e EFLE Gain on equity transfer = (1,068,269.29)
RHREREER Provision for diminution in value
on short term investment — —
REREKERER Provision for diminution in value
on long term investment (64,912.45) —
ZRHETHERER Provision for diminution in value
on entrusted loans — —
Hth Others 2,613,116.60 —
G Total 107,190,038.85 140,279,456.71
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(prepared in accordance with the PRC Accounting Standards)
(For the year ended 31 December 2003)

BRI DAY ZHIEE (2)  Details of share of net profit from invested companies

NEVEFNERBEMANAT after adjustment by equity method at year end are as
follows:

BRRLFER 2003% 2002 it

Name of invested companies 2003 2002 Note

BREUEREAEERA 89,501,245.26 92,744,705.61

Nanjing Ericsson Panda Communication Company Limited

HRERERAER DR RERAR (36,147,169.55) (3,519,600.00)

Nanjing Microcell Panda Mobile Terminals Co., Ltd.

AT REEFRABRAT 8,061,082.77 7,106,156.13

Shenzhen Jinghua Electronic Co. Ltd

EREIEERBYREERLA 21,304,672.43 21,347,486.00

Beijing Ericsson Putian Mobile Communication Limited

THERHEERAERAA 1,864.06 (1,034,436.37)

Jiangsu Software Pu Tian Industrial Co. Ltd

R (ER) BEXEZHBRAR (58,672.26) -

Intenna (Nanjing) Co. Ltd.

HRELEFARAH 4,613,268.31 3,755,121.63

Nanjing Sharp Electronics Co.

\\\\\ ARSI (AR ERAA (1,340,828.39) (1,769,399.27)

MPower Batteries (Nanjing) Ltd.

BREAANREERERAR 615,482.35 =

Nanjing Panda Tamura Communications Power Supply Co., Ltd.

HREHAVHEERAH (1,464,051.59) (1,720,660.99)

Nanjing Panda Hitachi Technology Co. Ltd

Hifh (93,296.79) (177,630.66)

Others

At Total 84,993,596.60 116,731,742.08

NANJING PANDA ELECTRONICS COMPANY LIMITED
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i

(B) ARAIZHEAREREMIE 3)
AR BIE AR AR RILREY
EERBBBEBRATANF

BEHEEXETRE

FE -

@) ARRZEER

&t Em =75

AIERERE (4)

MARSEZ B m B R A R AN

EhREASRY

BEIEZ

FEit 0 %A FI2003FEIREF
H-212,263,8777C * AR AR
BABRESEECRERA

EBERLEZRIE -

Nanjing Ericsson Panda Communication Co., Ltd. and
Beijing Ericsson Pu Tian Mobile Communication Limited,
both being the Company’s associated companies, were
audit by PricewaterhouseCoopers Zhong Tian
Shanghai, during the year.

As audited by KPMG Huazhen during the year, the
Company’s associated company Nanjing Microcell
Panda Mobile Terminals Co., Ltd., recorded a net profit
for 2003 of RMB-212,263,877. Accordingly, the
Company reduced the book value of investment in it
into zero in accordance with the relevant requirement.

(6) LR EWSELTFEEKN (5) There are no significant limitations on remittance of
PR ) © income from the above investments.
36 - ERMBKA 36. Non-operating income
EH 2003F 20024
ltem 2003 2002
REEEEEF R Net gain from disposal of fixed assets 170,263.27 935,683.16
FEBHR FEE Gain from non-monetary transactions — 1,056,223.85
RE A A B K Compensation from insures 318,052.54 -
SFUFHA Net gain from fine payments 364,823.00 17,909.82
BERBA Income from wasters 191,171.71 —
Hty Others 213,791.47 97,747.98
A% Total 1,258,101.99 2,107,564.81
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37 - EEHIZH 37. Non-operating Expenses
HH 2003%F 20024
Item 2003 2002
BRKHES State irrigation works fund 300,000.00 300,000.00
REEEEEFEX Net loss from disposal of fixed asset 250,443.61 1,806,251.48
WwHESE Local fund 571,392.57 493,408.55
S Net fine payment expenses 239,902.20 98,145.01
B Non-recurring Loss 1,065,074.30 169,530.00
IEFIEK Overdue fine 54,750.40 —
e Donation expenses 25,134.91 =
HAh Other 65,943.27 218,672.53
A&t Total 2,572,641.26 3,086,007.57
I IFMHEMBERZTDAR 38. Cash paid for other operating activities

HMR&

HE 20034
Item 2003
EERiEE Advertising promotion expenses 67,324,038.00
ik E Technology development expenses 24,007,119.38
i Lk Marketing expenses 13,297,111.82
BB Transportation expenses 12,598,745.58
EBEREE Business entertainment fees 8,431,630.47
EIRE Travelling expenses 6,576,455.81
WNE Office expenses 8,246,618.37
EB & Repair expense 5,294,648.40
) Other 20,923,492.92
A&t Total 166,699,860.75

NANJING PANDA ELECTRONICS COMPANY LIMITED
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9 -WEMHAMERREIDE 39. Cash received for other operating activities

ME £

HH 20034
ltem 2003
REBEZ Deposit 24,316,223.69

40 -ZFHEMESEITDAEM 40. Cash paid for other financing activities

MR &

EH 20034
ltem 2003
REEE Deposit 434,000,987.95
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(e EAEE) (BE_EE=F1+_-_A=1—HILFE)

(prepared in accordance with the PRC Accounting Standards)
(For the year ended 31 December 2003)

A BEA ) fr il Wk K BH G

B Company

FE U AR =X 1. Accounts receivable

(1) FEUREFERRAT : (1)  The ageing analysis of accounts receivable is as follows:
%A 2003% 20026
Item 2003 2002

&8 H % HIRER k| L% BIRERE

Percentage Provision for Percentage  Provision for

Amount % bad debts Amount % bad debts

1EMNR Within 1 year 9,888,797.59 81.25 288,371.23  6,586,375.38 68.80 222,435.22

1-06F 1-2 years 1,107,826.50 9.10 63,745.65  2,604,498.39 27.20 161,612.53

2-36 2-3 years 923,233.38 7.59 211,983.35 267,630.04 2.80 80,197.63

SELLF More than 3 years 250,378.10 2.06 251,639.27 115,077.83 1.20 63,978.92

= Total 12,170,235.57 100 815,739.50  9,573,581.64 100 528,224.30
EIREBRFTIRLE G2 R Please refer to note 2(10) for percentage of provision

=70« for bad debts.

(2 HEAREWERERPIERAQT (2)  Closing balance did not include any amount due from
5% K 5% LA £ FIRBER 1 8% holders with 5% or above shareholding (with voting
RERIRIK ° power)in the Company.

(3) HARRREEERIAALAEMER (8) The biggest 5 account receivables totaled

6. Notes to the Financial Statements of the Holding

A E56,314,250.827T
{hE I BR SR 42 ZEH)51.88% o
He o

RMB6,314,250.82, accounting for 51.88% of the total

account receivables for the year.

Including:

NANJING PANDA ELECTRONICS COMPANY LIMITED
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R E A &#H REHEHE
Debtors Outstanding amounts  Nature of debts
HARREHEEERARRA 2,438,748.61 &
Nanjing Panda Television Co. Ltd. Payments for goods
AREERIERERAT 1,421,326.01 &K
Nanjing Congbote Industry and Trading Co., Ltd. Payments for goods
ARLCRAIFEEREREREMLLD 1,118,176.20 &
Nanjing LG Tongchuang Colour D|splayer Co., Ltd. Payments for goods
HEEREB AT 736,000.00 &%
Danyang Wan Tai Plastics Co., Ltd. Payments for goods
AREEEVERGEERAR 600,000.00 &3
Nanjin Panda Ericsson Communication Co., Ltd. Payments for goods
A& Total 6,314,250.82
2. HMEKR 2. Other receivables
(1) HttElsERERmT ¢ (1) The ageing analysis of other receivables is as follows:
EH 2003% 2002
Item 2003 2002
&8 :4:1¥3 WIRER k2 b 51% ERER
Percentage Provision for Percentage  Provision for
Amount % bad debts Amount % bad debts
1ENR Within 1 year 581,129,825.56 66.48  6,286,328.30 533,487,295.40 89.45 974,749.10
126 1-2 years 219,406,849.17 2510 1,282,841.96  3,708,159.20 0.62 33,736.80
2-3F 2-3 years 5,006,855.01 0.57 263,367.61  1,926,438.00 0.32 -
SEL More than 3 year 68,559,038.30 7.85 46,515,960.03 57,267,622.68 9.61 28,015,663.39
At Total 874,102,568.04 100 54,348,497.90 596,389,515.28 100 29,024,149.29

BRAREFMEIZL A2 B KT

Please refer to note 2(10) for percentage of provision

—+10- for bad debts.
(2 HREMEUKAFSHFART (2)  Other receivables were RMB35,373,025.74 due from

5% K& 5%IA £ KR %D B IR
B E i K 35,373,025.74
7TE o

holders with 5% or above shareholding (with voting
power)in the Company at year end.
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)

HEEEK%Z%%EEGEQE’\JE{WE

LB R EUR659,426,825.74
JT o E b R W R AR
75.44% o H A ¢

R B

Units in arrears

@)

The biggest 5 other receivables totaled
RMB659,426,825.74, accounting for 75.44% of the
total other receivables for the year. Including:

&F REKEHE
Outstanding amount  Nature

MREHBBBEREERAT

492,883,800.00  {ERF

Nanjing Panda Mobile Communication Equipment Co., Ltd. Current account

TEARBRERETIAREARE

51,170,000.00 R

China Liberation Army Plant 714 Representative Room Current account

TE#HESCEBREEARAR

Jiangsu Haigi International Trading Co., Ltd.

THESREERERETAR

40,000,000.00 R
Current account
40,000,000.00 R

Jiangsu Run Xin Investment Management Co., Ltd. Current account

RREEFEERRA
Panda Electronic Group Ltd.

35,373,025.74 AR
Current account

&% Total

659,426,825.74

MNAAREFENBREE
o8 R TR, - B
fE R R AE B  F
ft -

AR e 7E 4R LA Ay fih JE UL X
B ARB31,724,770.917T
EZEEEBUW AT ERN &
100% A9 Lt Bl 51 12 58 BR %8 4 o

During the year, due to the amounts transferred to
companies under inner accounting system and
transferred from prepayment, there is a change in the
ageing structure of other receivables from last year.

Taking account of the less possibility of recovery,
provision for bad debts was made on a percentage of
100% for RMB31,724,770.91 of the other receivables
ageing more than 3 years.

NANJING PANDA ELECTRONICS COMPANY LIMITED
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3

RERERRE 3. Long term equity investment
(1) RARERE (1) Long term equity investment
2003 200246
2003 2002
RESH i {8 2 REeHE WELEE
HH Investment  Provision for Investment Provision for
ltem amount impairment amount impairment
BREHRE Share investment — — — —
Hifk#EHE  Other equity investment 834,968,480.92  3,528,377.81 809,822,549.93  3,463,465.36
BiERE =%  Difference in equity investment 3,350,993.23 —  4,558,045.73 —
At Total 838,319,474.15 3,528,377.81 814,380,595.66 3,463,465.36
BRI EFE  Net equity investment 834,791,096.34 810,917,130.30
(2) HiupEwE (2)  Other equity investment
mi *H it LES L)
HREEMHER HEHR 111:4:] RELH HanE REHE BRBE REER BEER
Name of Share of Initial Equity  Accumulated Closing Opening
invested Operating interest investment  adjustment for equity Closing  provision for  provision for
companies period (%) amount the period adjustment balance impairment impairment
BRREEERER 1999.05 -2023.12 99.00  30,042,016.46 32040417 (655,872.78) 29,386,143.68 — —
Nanjing Panda Mechanical
Engineering Plant
BRREEEERERAA 2000.09 -2020.09 70.00 700,000.00  2,396,850.37  2,661,13079  3,361,130.79 = —
Nanjing Panda Appliance &
Apparatus Co. Ltd.
AREHEETHEARAR 1998.05--2028.04 94.34 500,000.00 372126 (1530,971.64) (1,030,971.64 ) — —
Nanjing Panda Electronic Material
Co. Ltd.
AREHEETREIRAR 1991.01- 100.00 200,000.00 —  (200,000.00) — — —
Nanjing Panda Electronic System
Engineer Corp.
R TREEFERAR 1995.12--2012.12 9500  6,175,000.00 28,194.48  (2,094,855.52)  3,880,144.48 = =

Shenzhen Panda Electronic Co., Ltd.
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(e AR EAIEY) (ME=FF

(prepared in accordance with the PRC Accounting Standards)
(For the year ended 31 December 2003)

BRRARLER
Name of
invested

companies

B & MG
Notes to the Financial Statements

Operating

period

[d'1:4:]
Share of
interest

(%)

£+ = A=+ —HILFE)

L]
wEeH
Initial
investment

amount

3] it L ES L)

HERE HERE BRBE AEER REER
Equity  Accumulated Closing Opening
adjustment for equity Closing  provision for  provision for

the period adjustment balance impairment impairment

AREEERARRRERAR
Nanjing Panda International
Telecommunication
System Co., Ltd.
AREEEF LM
Nanjing Guanghua Electronic Plastic
Installing Plant
AREAREREARAR
Nanjing Panda Technology
Equipment Co., Ltd.
AREEESERARAR
Nanjing Panda Information
Industry Co., Ltd.
ARREERERERAR
Nanjing Panda Accurate
Machinery Co. Ltd
ARAEABRRTARAR
Nanjing Panda Network
Technology Co. Ltd.
ARRHBEREARAR
Nanjing Panda Mechanical
Manufacturing Co. Ltd.
ARERENEEARAT
Nanjing Huage Dian Qi Plastic
Industrial Co. Ltd.
AREEEDRERAERAT
Nanjing Panda Mobile
Communication Equipment
Co. Ltd.
AREEBEIRARDA
Nanjing Panda Communications
Development Co., Ltd
ARREBRERAR
Nanjing Panda Machinery Co., Ltd
AREAETHEERAR

Nanjing Electronic Calibration Co., Ltd.

AREABANRERAR
Nanjing Panda Network
Technology Co., Ltd.
AREAZSAERERAR
Nanjing Panda System
Integration Co., Ltd.

1998.10--2003.10

1988.01--2007.12

1998.10--2013.10

1998.07--2028.07

1999.02-2018-02

2001.04--2011.04

2001.06--2016.06

2001.12--2011.12

2002.02-2012.02

2002.08-2012.08

2002.01-2011.11

1990.06-2012.10

2002.10-2022.10

2002.09-2012.09

72.00

71.94

70.00

72.00

70.00

70.00

70.00

60.00

51.00

95.00

70.00

70.00

50.00

60.00

7,655,000.00

8,271,095.45

3,500,000.00

21,000,000.00

3,625,300.00

3,500,000.00

3,500,000.00

3,000,000.00

61,200,000.00

19,000,000.00

2,100,000.00

700,000.00

5,000,000.00

1,800,000.00

(4,087,48352 ) (3,810,483.38)  3,844,516.62 - -

(7,209,204.78 )  8,468,986.40  16,740,081.85 - -

330,648.06 330,876.84  3,830,876.84 — —

(2,157,025.72 ) (13,183,256.95) 7,816,743.05 - -

919,538.09  1529,659.57  5,154,959.57 - —

2,315,802.57 — 3,500,000.00 - -

1,249,516.93  1,419,003.57  4,919,003.57 - -

867,080.89 906,895.92  3,906,895.92 - -

47,412,165.56  47,733,504.85 108,933,504.85 - -

69,484,151.75  72,116,777.49  91,116,777.49 - -

15,380.74 (447,098.38 )  1,652,901.62 - -

112,592.46 122,282.73 822,282.73 - -

(4,840,914.37)  (4,844,112.73 ) 165,887.27 - -

548,605.23 467,136.87  2,267,136.87 - —

NANJING PANDA ELECTRONICS COMPANY LIMITED
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Notes to the Financial Statements
(B Ee:ERER) (BE—TTE=F+_F=1—HILFE)

(prepared in accordance with the PRC Accounting Standards)
(For the year ended 31 December 2003)

L] 54 it L ES 4
HEREMER #ENR 11:4:] wEeE HamE RaHEE BRBE REER REER
Name of Share of Initial Equity  Accumulated Closing Opening
invested Operating interest investment  adjustment for equity Closing  provision for  provision for
companies period (%) amount the period adjustment balance impairment impairment
AREVEREREERAA 1992.09-2022.09 27.00 60,863,279.60 89,501,245.26 168,748,651.73 229,611,931.33 - -

Nanjing Ericsson Panda

Communication Co., Ltd
AREREARMDDRAARAR  1998.11-2018.11 35.00 34,769,364.00 (36,147,169.55 ) (34,769,364.00 ) = = =
Nanjing Microcell Panda Mobile

Terminals Co., Ltd
RTREETRABRAT 38.03 6968743775  8,061,082.77 10,961,602.60 80,649,040.35 = =
Shenzhen Jinghua Electronic Company,

Shenzhen
IRETEERBREERAR 1995.08-2015.08 2000 8396720677  21304,672.43  -1,175043.57  82,792,163.20 = =
Beijing Ericsson Pu Tian Mobile

Communications Limited

THEEHEERNERAR 2000.12- 3500  69,300,000.00 1,864.06  (2,312,474.00) 66,987,526.00 = =
Jiangsu Software Industrial Co., Ltd

B (ER)BERGEZAERAR  2000.12- 3500 1,750,000.00 (68,672.26)  (444,489.15)  1,305510.85 = =
Intenna (Nanjing) Co., Ltd

AREEETERAR 1996.03-2026.03 3000 6142542000 461326831 10,364,435.25  71,789,855.25 = =

Nanjing Sharp Electronic Co., Ltd

AREEESERAR 1998.08-2008.08 30.00 150,000.00 = (85,087.55 ) 64912.45 64,912.45 =
Nanjing Lingyun Information Co., Ltd
BRBEL(FER)ERAF 2001.04- 4000 420000000 (1,5340,828.39 )  (4,200,000.00 ) = = =
Mpower Batteries (Nanjing) Co., Ltd
ARRERNBEERRBARAA  2001.07-2011.07 50.00  3,310,800.00 615,482.35 767,556.84  4,078,356.84 = =

Nanjing Panda Tamura

Communication Equipment Co., Ltd
ARAEHATREARAR 2001.11- 4900 653317000  (1464,051.59) (3,375466.28) 8,157,703.72 = =
Nanjing Panda Hitachi

Technology Co., Ltd
AREHER/REERAH 2002.05-2022.05 51.00 510,000.00 - - 510,000.00 - -
Nanjing Panda Ju Neng Small Home

Electronic Appliance

% Co, Lid
i RERAERBH LR E 3,763,465.36 — — 376346536  3,463,465.36  3,463,465.36
BE
§”B§ Other investment reflected at cost
= A% 58169855530 102706917.56 253260,025.50 83406848092 852837781  8,463465.36
= Total
il
fr = S 0 LR s n ol it At P .
- LM ETFERELSRRIE There are no material limitations on realization and remittance of
B &l E B R B AR & gains arising from the aforesaid investments.
A=
7 F
F
£
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Notes to the Financial Statements
(e EAEE) (BE_EE=F1+_-_A=1—HILFE)

(prepared in accordance with the PRC Accounting Standards)
(For the year ended 31 December 2003)

4

R E =5 (4) Difference in equity investment
BRAEEMER NEeHE FRERE BB FHHRE BRRE
Initial Amortisation ~ Amortisation Closing
Name of invested companies amount Reasons period for the year balance
AR ERER 511,756.61 WiERER= 5% 102,351.82 204,702.65
Nanjing Panda Mechanical Difference in 5 years
Engineering Plant equity investment
RTREEFRAERAA 2,826,408.07 WiERER= 5% 565,280.63 1,130,561.19
Shenzhen Jinghua Electronic Co. Ltd. Difference in 5 years
equity investment
EREUGEABRDREERAR 2,697,102.71 WiEREE= 5% 539,420.54 2,015,729.39
Beijing Ericsson Pu Tian Mobile Difference in 5 years
Communication Limited equity investment
A Total 6,035,262.39 1,207,052.49 3,350,993.23

RBWA -EEREH

R ATER

I A 5B
Items of principal activities

4. Income and cost of principal activities

(1

Segmented by income

TEEBEA
Income from principal activities
2003% 20026
2003 2002

TEEBRF
Cost of principal activities
2003 20026
2003 2002

BEHEEEMR  Mobile telecommunication products
HEBEER  Satelite telecommunication products

Hith Others

3,084,051.93 67,527,074.94
132,714,781.63  101,378,418.80
36,240,952.06  30,461,612.84

2,965,419.59  67,687,072.73
90,609,946.17  67,384,638.71
34,127,806.96  29,280,189.68

A&t Total

172,039,785.62  199,367,106.58

127,703,172.72  164,251,901.12

JARANHA AR R HE K
A #B 8 B AR ¥
153,906,275.097¢ * {5 ANHA=E
EEBIABEER89.46% °

The aggregate sales revenues from the five largest
clients of the holding company for the year amounted
to RMB 153,906,275.09, accounting for 89.46% of the

total income from principal activities for the year.

NANJING PANDA ELECTRONICS COMPANY LIMITED
2003 ANNUAL REPORT
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Notes to the Financial Statements
(B Ee:ERER) (BE—TTE=F+_F=1—HILFE)

(prepared in accordance with the PRC Accounting Standards)
(For the year ended 31 December 2003)

i

5- BEWR 5. Investment Income
(1) wEWZEBFMALOT - (1) Details of investment income are as follows:
HH 20035 20024
Item 2003 2002
B E 18 & Weas Income from equity investment — —
EERE K& Income from debenture 14,195,500.00 9,502,777.00
o Brla Including: income from debenture 14,195,500.00 9,502,777.00
LB R income from entrusted loans = —
Hﬁ’ﬂ%%&’ﬁﬂ&é income from other debenture = —
B SERRDER Profit from joint venture and
oplNE associated companies — —
HREERZABENZ Share of net profit from invested
WA E D EFEHE companies after adjustment
by equity method at year end 192,525,813.76 143,008,849.24
IR B R Equity investment difference amortisation (1,207,052.49) (809,584.72)
ez s Gain on equity transfer = (1,068,269.29)
RAREREER Provision for diminution in value on
short term investment — —
RARERBER Provision for diminution in value on
long term investment (64,912.45) —
LZAEFREREE Provision for diminution in value on
entrusted loans — —
Hit Others — —
=5 Total 205,449,348.82 150,633,772.23
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Notes to the Financial Statements
(eGSR (B2 —EE=F1+ - HA=1+—HIFFE)

(prepared in accordance with the PRC Accounting Standards)
(For the year ended 31 December 2003)

@X?ﬁ%m%ﬂ%“ FWIRE (2) Share of net profit from invested companies after

ARDENERRAAT adjustment by equity method at year-end is the
following:

BRELFER 2003 20026 fst

Name of invested companies 2003 2002 Note

BREVERHBERRAHR 89,501,245.26 92,744,705.61

Nanjing Ericsson panda Communication Co. Ltd.

HRERERAER DR RERAR (36,147,169.55) (3,519,600.00)

Nanjing Microcell Panda Mobile Terminals Co., Ltd.

RTREEFRAERAA 8,061,082.77 7,106,156.13

Shenzhen Jianghua Electronic Co. Ltd.

EREUGEEARDREARAR 21,304,672.43 21,347,486.00

Beijing Ericsson Putian Mobile Communication Limited

IHERHEERNBERAR 1,864.06 (1,034,436.37)

Jiangsu Software Industrial Co. Ltd.

HRELBTARAR 4,613,268.31 3,755,121,63

Nanjing Sharp Electronic Co. Ltd.

BEAEN(BR)ERAH (1,340,828.39) (1,769,399.27)

MPower Batteries (Nanjing) Ltd

PRREEA VMR ERAA (1,464,051.59) (1,720,660.99)

Nanjing Panda Hitachi Technology Co. Ltd.

HREERSRER 279,404.17 (2,297,950.74)

Nanjing Panda Mechanical Engineering Plant

ARRAESERERAT 2,396,850.37 1,376,356.04

Nanjing Panda Appliance & Apparatus Co. Ltd.

HRREETHEERAH 3,721.26 (513,782.81)

Nanjing Panda Electronic Material Co. Ltd.

BRREAERREZRERAR (4,244,061.82) 6,367,681.93

Nanjing Panda International Telecommunication System Co. Ltd.

HALESF B (7,209,204.78) (2,006,574.24)

Nanjing Guanghua Electronic Plastic Installing Plant

BREERIEEERAA 330,648.05 (458,968.33)

Nanjing Panda Technology Equipment Co. Ltd.

HRREEEEFERAH (2,157,025.72) (2,259,053.20)

Nanjing Panda Information Industry Co. Ltd.

BREHERAERLA 846,038.09 547,760.28

Nanjing Panda Accurate Machinery Co. Ltd.

HRRARRRTERAR 2,315,802.57 (1,764,588.39)

Nanjing Panda Netcom Technology Co. Ltd.
BRRAREREERAT

Nanjing Panda Mechanical Manufacturing Co. Ltd.
BREREAEXARAHA

Nanjing Huage Dian Qi Plastic Industrial Co. Ltd.
BREEBSBERBERAA

Nanjing Panda Mobile Communication Equipment Co. Ltd

1,249,516.93
867,080.89

47,412,165.56

748,882.81
265,433.63

19,021,339.29

BRRAREERERAT 69,484,151.75 7,858,584.32
Nanjing Panda Communication Development Co. Ltd

HRRHARERERAT 548,605.23 =
Nanjing Panda System Integration Co., Ltd.

R RARENEERAR (4,840,939.87) —
Nanjing Panda Network Technology Co., Ltd.

Aty 712,977.78 (785,643.99)
Other

CEl Total 192,525,813.76 143,008,849.24

NANJING PANDA ELECTRONICS COMPANY LIMITED
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Notes to the Financial Statements
(B Ee:ERER) (BE—TTE=F+_F=1—HILFE)

(prepared in accordance with the PRC Accounting Standards)
(For the year ended 31 December 2003)

@) AREZEEARERENS
RRIEBEBRAR RIRET
FERBHBEERABARF
EREEKBEPRS TSR
FEsat ©

@) AREZBEARERERE
MARSEZ B m B R A R AN
EREERERSTMEHA
Eat 0 XA R2003F B IEF
i -212,263,8777C * AR FIR
BEAREHEEZIRERE
BERLET AL -

6) LREWRSEDNFEEKR
BR il o

(3)  Nanjing Ericsson Panda Communication Co., Ltd. and
Beijing Ericsson Pu Tian Mobile Communication Limited,
both being the Company’s associated companies, were
audit by PricewaterhouseCoopers Zhong Tian
Shanghai, during the year.

(4)  As audited by KPMG Huazhen during the year, the
Company’s associated company Nanjing Microcell
Panda Mobile Terminals Co., Ltd., recorded a net profit
for 2003 of RMB-212,263,877. Accordingly, the
Company reduced the book value of investment in it
into zero in accordance with the relevant requirement.

(5)  There are no significant limitation on remittance of
income from the above investment.

Lt - BFAAGGBRA XY 7. Influence on the consolidated financial statement
& 0 &l B RN s from the inconsistence of accounting policies of the
holding company and the subsidiary
EFTRARESAGEHERD— In the event there is an inconsistence of accounting policies
o ERHIEHSHBREEIRS between the holding company and the subsidiary, adjustment
RNEIGFTBEREITHE is made according to the accounting policy of the holding
company for the preparation of the consolidated financial
statement.
N~ BB WG EERS 8. Relationship and transactions with related parties
(=) Bk A R & (1) Related parties
1. TFEESIBEROBEE S 1.  Related parties with controlling relationship
ot £ b TEER BEOFRE BENE HBERKA
Place of Principal Relationship Legal Legal
Name of company registration activities  with the Company nature representative
EREETEEERAA BRI ERERERES SYNG| EA KA
Panda Electronic Group Nanjing Wireless Holding company State-owned Xi Yungming
Ltd. telecommunication

equipment
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Notes to the Financial Statements
(eGSR (B2 —EE=F1+ - HA=1+—HIFFE)

(prepared in accordance with the PRC Accounting Standards)
(For the year ended 31 December 2003)

2~

T A 22 1l BA R ) R g 07 O A1
BEARREEZL

2. Registered capital and its changes regarding related

parties with controlling relationship

2002F FHEm 8RR 2003
LLvES Increase in Decrease in
Name of the related party 2002 the period the period 2003
EEETEEERAHA 980,000,000.00  286,060,000.00 — 1,266,060.000.00

Panda Electronic Group Ltd.

T 42 Il B (R B R B 77 O P 45
Bty R &1k

3. Shareholding and its change regarding related parties

with controlling relationship

fHREM 1447
Value of shareholding Percentage of shareholding
A ER 20026 2003% 20026 2003%
Name of the related party 2002 2003 2002 2003
REETREARAA 355,015,000.00  355,015,000.00 54.1995% 54.1995%

Panda Electronic Group Ltd.

PR I B8 R A0 BEHSE 77 B9 1
g

2 )22 il

ABLER

Name of related parties

4. Related parties with non-controlling relationship

(1) Under the same holding company as the Company

BAF
HRRG
Shares held by

the holding company

EERE

Principal activities

HENF
HAHZARE
Related transaction
with the Company

HRREETELOAH

Nanjing Panda Electronic
Import/Export Company

HREHEERERLA

Nanjing Panda Television Co. Ltd.

REETEE(RR)EBRA

Nanjing Panda Group (Company)
Duantong Company

Rt R EFRERESERAR

Nanjing 21st Century Electronic
technology Plaza Co., Ltd.

70%

100%

100%

99%

BETRRE O

Agency of its own products
and import and export products
ERRREEER

Televisions and related products
EREHEE

Wireless communication

B8 Bl BEEREE
Information, communication
and trading of communication
products

REER
Agency of
import products
HE

Sales

HE - RESTH
Sales and provision
of labor
REEES
Supply

of funds

NANJING PANDA ELECTRONICS COMPANY LIMITED
2003 ANNUAL REPORT
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(prepared in accordance with the PRC Accounting Standards)
(For the year ended 31 December 2003)

@)

RRBWAERBEDE

WA ER

Name of related parties

(2) Joint venture and associated companies of the

Company

L NG

#ERG
Shares held by
the Company

FERE

Principal activities

BE0F
ARXANR
Related transaction
wih the Company

AREUERRAREERARA

Nanjing Ericsson Panda
Communication Co. Ltd.

BRERERRABBRRERAA

Nanjing Microcell Panda Mobile
Terminals Co. Ltd.

THEEEREXRNERLR

Jiangsu Software Industrial Co. Ltd.

HRRHANREERRERRAT

Nanjing Panda Tamura Communication
Equipment Co., Ltd.

A (R BERRZRERA

Intenna (Nanjing) Co. Ltd.

21%

35%

35%

50%

35%

S HERFEN

R#H [ Base Station

Production and sales of exchange

and base stations

BE% B AE - HEEN
BEEER

Development, manufacture, productlon

and sales of data communication

terminal equipment

ERBRAGEN  HHEN

REEEHE

Integration of computer network systems;

development and sales of software

BE RE EESR

Development, manufacture and

production of power supply

MEEERENRERS

Research and production of

advanced antenna systems

FREAEE
Purchase and
sales

B

Purchase

HE
Lease

78
;

purchase

HE
Lease

ER 7R N B) 17 15 B b BE B RE R 1Y (8) Companies with related relationship with the Company

1=k

WHAER FAB A (% TERE HFLAFRRZANE
Principal Related transaction

Name of related parties Related relationship activities with the Company

BRI BAEXEBERAA FRAZ MR BER HE  R#tESE

Jiangsu Tianchuang Communication
Industrial Co. Ltd.
HRBEE LR ERAR
Nanjing Lianhua Nap New
Supply of labour
Coating & Decorating Co. Ltd

Related party

Communication

with the subsidiary
FRAZ A
Related party

with the subsidiary

Sales, supply of fund

RRHSH

Provision of services
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Notes to the Financial Statements
(eGSR (B2 —EE=F1+ - HA=1+—HIFFE)

(prepared in accordance with the PRC Accounting Standards)
(For the year ended 31 December 2003)

(Z)RBWES (2) Related transactions
1. HEEMm 1.  Sales of products

RETERE 20035 20024
Name of related parties 2003 2002
IHEAEBAEXER LA 2,318,834,752.36 355,266,196.86
Jiangsu Tian Chuang Communication Industrial Co. Ltd.
HREHESERERDA 39,976,177.16 14,135,067.79
Nanjing Panda Television Co. Ltd.
HREVEREREERD 10,341,566.77 62,698,390.35
Nanijing Ericsson Panda Comunication Co. Ltd.
EEETEE(RA)RAQH 3,096,056.22 1,712,222.40
Panda Electronic Group (Company) Duantong Company
REETEERERAA = 5,050,235.91
Panda Electronics Group Company Limited
A& Total 2,372,248,552.51 438,862,113.31

I B S 7 2 R
#:AFTHE -

parties: Fair market price.

Pricing policy for products purchased from all related

KEME 2. Purchase of materials

Name of related parties 2003 2002
MBS RE 2003%F 200245
HREREREREBYLRBRAF 57,051,693.49 219,092,734.70
Nanjing Microcell Panda Mobile Terminals Co., Ltd.

HREUEREREARAA = 60,536,852.00
Nanjing Ericsson Panda Communications Co. Ltd.

HRREANBEERREERAF 20,417,156.68 =
Nanjing Panda Tamura Communication Equipment Co., Ltd.

AFf  Total 77,468,850.17 279,629,586.70

ExEBIRBYENEER
T RFHE -

Fair market price.

Pricing policy for labour provided to all related parties:

NANJING PANDA ELECTRONICS COMPANY LIMITED
2003 ANNUAL REPORT
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3 R#HE®K 3. Provision of services

MBS R 2003%F 20025
Name of related parties 2003 2002
EEETEE(AA)RARH 455,370.81 8,192,275.29
Nanijing Electronic Group (Company) Duantong Company

BEREREBEABDRGERAR — 3,958,154.56
Nanjing Microcell Panda Mobile Terminals Co., Ltd.

HRBEE LR ERAR 14,567,812.04 =
Nanjing Lianhua Nap New Coatmg & Decorating Co. Ltd

EREIEREBEERA 5,294,569.75 =
Nanjing Ericsson Panda Communication Co., Ltd.

A& Total 20,317,752.60 12,145,429.85

) &% BA R 77 SR AL S5 15 N FE (B IR
/NS SN

Pricing policy for provision of labour from all related
parties: Fair market price.

4 BEXETH 4.  Receipt of services
WEnER 2003 20024
Name of related parties 2003 2002
EHEFREERA 382,032.08 2,928,435.44

Panda Electronics Group Co. Ltd.

RER S RSB0 E R
%: ATME

Pricing policy for receipt of labour from all related
parties: Fair market price.
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Notes to the Financial Statements
(eGSR (B2 —EE=F1+ - HA=1+—HIFFE)

(prepared in accordance with the PRC Accounting Standards)
(For the year ended 31 December 2003)

5

AEHA 5.  Lease of assets

WL ER 20035 20026

Name of related parties 2003 2002
TFHERMEERNOBRAR 10,098,792.30 16,696,107.80 FE
Jiangsu Software Industrial Co. Ltd. Housing
ARERBERREREZ I RIGERA A 2,364,598.88 5,689,746.72 EE
Nanjing Microcell Panda Mobile Terminals Co., Ltd. Housing
REH(BR) BERGERAR LA 1,000,000.00 —

Intenna (Nanjing) Co. Ltd.

REEFEEEGRAA 800,000.00 800,000.00 Tt
Panda Electronics Group Co. Ltd. Land

&5 Tota

14,263,391.18

23,185,854.52

A B 5 R AR
% ATHE -

Pricing policy for leasing assets to all related parties:

Fair market price.

A ESER 6. Fund transactions with related parties
MRARAREE WHARLTARRGES
Fund to the Company
Fund to related party from related party

LY BER 1] BERW 1]
Related party Amounts Closing balance Amounts Closing balance
RHETEEERAT 195,000,000.00  76,725,356.70  20,000,000.00  68,683,874.28
Panda Electronic Group Ltd.
IHERABAEZERAA 412,821,487.33 1,298,135.91 = =
Jiangsu Tianchuang Communication

Industrial Co., Ltd.,
BRAEMER ) REARAA 5709,820.58  14,709,820.58 = =
Nanjing Panda Ju Neng Small Home

Electronic Appliance Co., Ltd.
A Total 613,531,307.91 92,733,313.19  20,000,000.00  68,683,874.28
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(B EeEAmER) (B2 —TE=F+_A=1+—HIFFE)

(prepared in accordance with the PRC Accounting Standards)
(For the year ended 31 December 2003)

Panda Electronics Television Co. Ltd.

(Z)E=ER (3) Acceptance of guarantee
MBS &8 2003% 20024
Name of related parties 2003 2002
RHEETEERARRA 436,000,000.00 388,000,000.00
Panda Electronics Group Co. Ltd.
EREHERRERAA 140,000,000.00 160,000,000.00
Panda Electronics Television Co. Ltd.
LEREBAEFERAA 160,000,000.00 —
Jiangsu Tianchuang Communication Industrial Co., Ltd.,
A& Total 736,000,000.00 548,000,000.00
(M) SR ER (4) Trademark licensed usage
HBTEE 2003% 20024
Name of related parties 2003 2002
R AR B A R A 7] 795,000.00 1,549,430.00

SPRIRRRE T (£ AR EBBUR
T SIHE - aRHEBYEESR
BAREE  RURBEXNAR
BoEST TN ENEHRERE -

9 IRHEMRE

Pricing policy for trademark licensed usage to all related parties:

RMB 2 to 5 per (subject to the relevant model) each set of television

or CD player sold by the related party under the brand name of

“Panda”.

9. Provision of technological services

MB L ER 20035 2002
Name of related parties 2003 2002
5 ERERERERABDRBERAF = 22,788,662.00
= Nanjing Microcell Panda Mobile Terminals Co., Ltd.
Eri o ; .
= EEEGR : R EEHES Pricing policy: USD 10 to 20 per each mobile
7 AR EREERNEE communication product sold by the related party under
R & 6 WELZE It 103k 20/ 1T the brand name of “Panda” for technological services.
= RI5 & -
5z
R =
A=
A F
F
#
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(prepared in accordance with the PRC Accounting Standards)
(For the year ended 31 December 2003)

EORE(FER) 10. Agency of import and export (handling charge)

Lo 2003%F 20024
Name of related parties 2003 2002
BRAEHETELAANF 3,148,822.90 1,656,097 .47

Nanjing Panda Import/Export Company

EEBBUR : MRAERMETED
AR RIRARIEED A RLEERD
0.385%WHENFEE -

Pricing policy: Handling charge payable to Nanjing
Panda Electronic Import/Export Company is made
according to 0.385% of the price as set out on the
import contract .

NANJING PANDA ELECTRONICS COMPANY LIMITED
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(prepared in accordance with the PRC Accounting Standards)
(For the year ended 31 December 2003)

(Z)RBHERGH

(3) Balance of accounts with related parties

MBS &8 HE4E 20034 20024
Name of the related party ltem 2003 2002
EHEFEEFR AT FEMER 5,440,824.28 5,639,771.00
Panda Electronics Group Limited Accounts receivable
H A EIT5R 26,653,067.79 26,124,562.62
Other payable
EHEEMR 38,000,000.00 38,000,000.00
Special payable
H At IR 35,904,750.04 =
Other receivable
EEETEE(RA)RARH H o IR 35,379,782.38 =
Nanjing Panda Group (Company) Other receivable
Duantong Company
HAt efT R 4,030,806.49 —
Other receivable
IHREIBAEXER AT FEMER 606,223,687.26 172,491,172.23
Jiangsu Tianchuang Communication Accounts receivable
Inductrial Co. Ltd. H A EIT5R 30,600,000.00 30,600,000.00
Other payable
BRI 115,965,484.80 50,000,000.00
Bills receivable
H A IR 1,298,135.91 -
Other receivable
HRRHEEERERAA FEUBR R 12,390,691.51 11,066,283.15
Nanjing Panda Television Co. Ltd. Accounts receivable
Hoth IR 8,147,489.18 6,943,449.42
Other receivable
T BR3X 3,418,795.59 3,253,505.54
Accounts payable
H A ET5R 2,319,779.15 2,000,000.00
Other payable
HRBUEEREAGERAR JE U AR 7R 8,664,726.36 487,462.19
Nanjing Ericsson Panda Accounts receivable
Communication Co. Ltd.
BREHETELAANF FE Y B 30 1,672,138.33 1,143,191.77
Nanjing Panda Import / Export Accounts receivable
Company BERER 595,278.05 37,186,018.51
Prepayment
FERBR K 21,031,972.69 38,175,179.31

Accounts payable
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(HES ERGER) (B2 —EE=F+_A=1+—HIFE)
(prepared in accordance with the PRC Accounting Standards)
(For the year ended 31 December 2003)

L VR HE®R 2003% 2002
Name of the related party Item 2003 2002
EHETEE (RA)ERBERR H A Y5 7,314,788.50 7,314,788.50
PEGL Wireless Telecommunications Other receivable
Company
HRrERERAREBBRRERAA H B Y5 20,788,662.00 20,783,662.00
Nanjing Microcell Panda Mobile Other receivable
Terminals Co. Ltd. FERERR 3,629,388.63 53,146,898.90
Accounts payable
RHETEBERAH H A fE Y38 12,411,294.80 12,411,294.80
Nanjing Panda Electronic Hong Kong Company Ltd. Other receivable
HREERAEFERAR H e Y5 12,986,830.72 12,986,830.72
Nanjing Panda Chenguang Electronic Co. Ltd. Other receivable
BRREERNRERRRA H e Y5 14,709,820.58 9,000,000.00
Nanjing Panda Ju Neng Small Home Other receivable
Electronic Appliance Co., Ltd.
TER (B BERRARERAF H A e Y58 1,000,000.00 =
Intenna (Nanjing) Co. Ltd. Other receivable
FEMER 3 182,000.00 =
Accounts receivable
FE AT R 3R 210,890.00 —

Accounts payable

NANJING PANDA ELECTRONICS COMPANY LIMITED
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(B Ee:ERER) (BE—TTE=F+_F=1—HILFE)

(prepared in accordance with the PRC Accounting Standards)
(For the year ended 31 December 2003)

o AR
1- ENBAERREREAD
BRBERERE

#H IE2003F12H31H * KARIE AL
BEEALIEZBROT

9. Contingent Liabilities

1. Contingent liabilities created as a result of

discounted commercial bills

As at 31 December 2003, details of the Company’s
discounted commercials bills were as follows:

HREM &8 HRAH SRR BHA
Maturity Discount

Issued by Amount Date of issue date date

LEREBAEFERAA 100,000,000.00 2003.09.09  2004.02.27  2003.09.09

Jiangsu Tianchuang Communication Industrial Co., Ltd.

IEHREBAEXZERAR 29,400,000.00 2003.07.29  2004.01.29  2003.08.05

Jiangsu Tianchuang Communication Industrial Co., Ltd.

LEREBAEFERAA 20,000,000.00 2003.09.23  2004.03.23  2003.09.23

Jiangsu Tianchuang Communication Industrial Co., Ltd.,

LEREBAEFERAA 10,000,000.00 2003.08.19  2004.02.19  2003.08.20

Jiangsu Tianchuang Communication Industrial Co., Ltd.,

LEGEREEXERAR 30,000,000.00 2003.12.05  2004.06.05  20083.12.09

Shanghai Yimei Communication Industrial Co., Ltd.

A& Total 189,400,000.00

FRFBRMBEEBHHT
afR

#1F20085F 12 A31H + KA RTAF
EERKRAFASMEEROREE
f& -

2. Contingent liabilities from pending litigation

or arbitration

As at 31 December 2003, the Company did not have any
contingent liabilities created as a result of pending action or
arbitration.
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(prepared in accordance with the PRC Accounting Standards)
(For the year ended 31 December 2003)

3

SRMEMRERMBRHRER 3. Contingent liabilities created as a result of

BHEBAMR: provision of debt guarantees to other
parties

#1L2003512A31H * AARAT As at 31 December 2003, the Company provided guarantees

SIE LR AR to the following parties:

BEA IR L0 44 7% LS & [ E

Name of parties guaranteed Guaranteed item Amount Term

AR B LK EL) BR

Guarantees provided by the Company to foreign parties (including companies in consolidated statements)

BRTENR(RE) RHERAF RITRE 50,000,000.00  2008.10.20-2004.10.12
Nanjing Zhongda Mode (Group) Co., Ltd. Bank loan
BREMER N RERRAA AR ER 1,615,480.00
Nanjing Panda Ju Neng Small Home Discounted bill
Electronic Appliance Co., Ltd.
HREEERERBRAR AR ER 12,939,858.00
Nanjing Panda Information Industry Co., Ltd. Discounted bill
BAREREAEZERA RITER 12,500,000.00  2008.3.28-2004.12.15
Nanjing Huage Dian Qi Plastic Industrial Co. Ltd. Bank loan
BREEEDREREBRA RITIER 70,000,000.00  2003.9.10-2004.5.20
Nanjing Panda Mobile Bank loan
Communication Equipment Co., Ltd.
EHESR 60,000,000.00 2003.9.27-2004.3.27
Discounted bill
BREMBEERERAA RITER 110,000,000.00  2003.9.22-2004.12.31
Nanjing Panda Communications Bank loan
Development Co., Ltd. ERESR 55,000,000.00 2003.9.22-2004.3.22

Discounted bill
R BALEIMER —
Guarantees provided by companies
in consolidated statements to foreign parties

A Total 372,055,338.00

NANJING PANDA ELECTRONICS COMPANY LIMITED
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(prepared in accordance with the PRC Accounting Standards)
(For the year ended 31 December 2003)

MREELLEXAERI. - &8
1t2003¥¢ 12A31H ' &4
FIEAMEXNAER -

7R i 3 B

MEEXHIIREZH

BH1F2003F 128310 * KRARHAER R A

RERFONEEAHIMEEST HEFAR
#5,079.508 T AEBERMT :

REHH 4R

Name of investment project

4. As at 31 December 2003, the Company did
not have any material contingent issues

other than the aforesaid.
10. Commitments

1. Contractual liabilities of major foreign

investments

As at 31 December 2003, the Company still had expenses
totaling RMB59,795,000 on contractual major foreign
investments for which contracts had been signed but
payments had not been made. Details are as follows:

ki [REE e AFREH i
Contractual Investment
investment amount  Investment paid unpaid Remarks

LEEH,
Jiangning Base development

63,045,000.00 5,000,000.00 58,045,000.00 EIRES
Intended development

BEG(BR) BEARZRBRAH 3,500,000.00 1,750,000.00 1,750,000.00
Intenna (Nanjing) Co., Ltd.
At Total 66,545,000.00 6,750,000.00 59,795,000.00

MREELLAESERI &8
12003 12A 318 ' &2
FIEAMEXREER -

Bom A MR RIH

ARREFRBENEREERBR
SEEE D

2. As at 31 December 2003, the Company did
not have any material commitments other

than the aforesaid.
11. Subsequent Events

The Company does not have any disclosedable material
subsequent events.

210




BB OR M

i

Notes to the Financial Statements
(e EAEE) (BE_EE=F1+_-_A=1—HILFE)

(prepared in accordance with the PRC Accounting Standards)
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T2 B W A o 0 12. Table of difference adjustment for financial

B 2 2 B R (L

fi: ARWT L)

ARRBARBEITHR - ER(EEE

statements prepared according to the domestic and
international accounting standards (Unit:
RMB’000)

Since the Company has H-share issuance, while preparing

FTHIE) 4R 6 B 5 3R S U R - 3R IR financial statements according to the Accounting System of
AL RBEMETERES T MBS the People’s Republic of China for Enterprises, the Company
WE o AR REFBRIRINS RIS has also prepared financial statements according to the
BHRLES :d‘Eﬂi%ﬁ‘%Ffr o IR A International Accounting Standard. The Company has

SN FHZE B AR 5 9 B 7 R B B

= FNENER:

appointed Horwath Hong Kong CPA as its overseas
accountants firm. The following shows the differences in net
assets and net profit prepared according to domestic and
international accounting standards:

20034 20024
2003 2002
BEE FEE
Net assets Net assets
REBSLRRANEG TS Based on Hong Kong GAAP 1,145,238 1,043,787
m: BEERTHES Add: Rider Difference in evaluation of trademarks -2,023 2,923
AERZEWEE Unrecognized intangible assets 1,328 4,659
MEEE B E Other assets written off 1,988 5,513
HE Goodwil -4,425 7,227
Hty Others 1,313 -11,506
Bl A Rl Reserve attributable to associated company ~ -14,349 -8,334
PER RS Minority interests -96 6,387
R(EESHHIE) Based on Accounting System of the
People’s Republic of China
for Enterprises 1,128,974 1,030,356
SR FE
Net profit Net profit
BERLERMGER Based on Hong Kong GAAP 101,451 98,807
m: KERZEVEE Add: Unrecognized intangible assets = 410
AR hRE B H Amortization of evaluation premium of trademarks 899 899
BEARACEVEE Amortization of unrecognized intangible assets ~ -201 -1,304
BEATHENEGEE Amortization of other assets previously written-off-6,655 -7,463
FiibEE & AR & F Earnings attributable to associated company 267 5,570
DR RER Minority interests 8,286 -7,633
Hoh Others -5,700 1,899
R(EESHHIE) Based on Accounting System of
the People’s Republic of China
for Enterprises 98,347 91,185

NANJING PANDA ELECTRONICS COMPANY LIMITED
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Notes to the Financial Statements
(B Ee:ERER) (BE—TTE=F+_F=1—HILFE)

(prepared in accordance with the PRC Accounting Standards)

(For the year ended 31 December 2003)

T2l E R
1. SHEMBREEREEH
iR BA

(1

RRRIBEERNERETE
EmEEREEAN K&
& BRERR - FESEEE
INFTER

788,498,054.79 © Hi ¥ A&
685,007,974.75 + HAREHRH)
EIN15% @ FERERAQA
ANHA R & 48 0 & 78 0 I A P 2
ERAFTE -

AARBMEAEHEKEAR
155,175,485.37 * B9 A&
97,462,000.00 * HiZK & H3 %))
EN59% AR TEAFAHEE
BoETTRBIRENR -

176,336,432.50 © 81 ¥ A&

76,725,663.74 & HAREHIY)
HIN130% @ FERARARD

AERHERARREE TR
B LE ) £ FHRTER

RNRARHBHRERERR
743,368,044.82 - H1 A
358,869,682.41  HAFREERH)
EA107% » £ BRE LA
BEREERHEEHRERX
& R B FE s 5138 N -

13. Supplementary information

1. Explanation on changes in the consolidated

financial statements

1

Closing balance for total assets was higher than opening
balance, mainly due to the respective increases in cash
and bank balances, accounts receivable and inventories
arising from the increased sales scale of its principal
products.

Closing balance for cash and bank balances was
RMB788,498,054.79, up 15% from opening balance
of RMB685,007,974.75 mainly due to an increase in
finance for the year and a full use of commercial credit.

Closing balance for short term investments was
RMB155,175,485.37, up 59% from opening balance
of RMB97,462,000.00 due to a full use of idle fund for
short term investments.

Closing balance for bills receivable was
RMB176,336,432.50, up 130% from opening balance
of RMB76,725,663.74 mainly due to an increased
percentage of the Company’s sales settled by bills.

Closing balance for accounts receivable was
RMB743,368,044.82, up 107% from opening balance
of RMB358,869,682.41 mainly due to expansion of
sales scale of mobile phones and accounts receivable
for the contract period.
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©6)

ANREERE M ER KRR
285,855,245.82 - H1 A&
97,650,249.38 * HiK & Hi %))
EIN192% @ FEZRERER
B EFRETER ©

364,940,839.02 - H4 A
231,176,686.54 @ HAFREERH)
#158% + EERAZ AN
B) iR {5 E LA S AR R NI B B
FEETFHE h0

KRB RSEEERAR
20,834,513.17 - H ¥ A
46,539,382.74 + HREHI 4]
HA55%  EZREZ20024
X 8% BB (= E m BINRER
A GEEB MR A) £ X 28R
BESHFTER o

ARG BERAEREREAR
410,204,168.00 * #4 A&
134,773,950.00 * HAREHAH)
#EIN204% @ FERAREE
IRF B% A 3= 4% S AT L 51 38 B0 FR
g( °

KRB ARERMNERAB
289,595,905.49 - H ¥ A
181,179,055.34 + HRRE HAF])
#I060% © EEZRARA QA
BEBEEmEERRER -

RNAEEREAMENKA
192,542,086.63 @ H ¥ &
159,960,487.42 » HIREHAH)
#hN38% £ B REERHNIK
ER AR 75 < 485 0 K% [0 £ fth 8.7
eI o

©)

(10)

(1)

Closing balance for other receivable was
RMB285,855,245.82, up 192% from opening balance
of RMB97,650,249.38 mainly due to amounts due from
related parties.

Closing balance for inventories was
RMB364,940,839.02, up 58% from opening balance
of RMB231,176,686.54 mainly due to an increase in
inventories arising from an expansion of marketing scale
of mobile communication products for the year.

Closing balance for deferred expenses was
RMB20,834,513.17, down 55% from opening balance
of RMB46,539,382.74 mainly due to the amortisation
of non-recycled expenses (“NRE”) paid in December
2002 for mobile communication products.

Closing balance for bills payable was
RMB410,204,168.00, up 204% from opening balance
of RMB134,773,950.00 mainly due to an increased
percentage of purchase settled by bills.

Closing balance for accounts payable was
RMB289,595,905.49, up 60% from opening balance
of RMB181,179,055.34 mainly due to an expansion of
production scale of the Company’s mobile
communication products.

Closing balance for other accounts payable was
RMB192,542,086.63, up 38% from opening balance
of RMB159,960,487.42 mainly due to an increase in
deposit and borrowings from other companies.
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(12)

(14)

(16)

(a7

AARBHREBESGR
2,330,581,159.76 @ H#¥ A&
1,616,669,182.17 » HiREHA
5 MN44% - EZREZAR
AlESERFREERERER
FTEX °

RRRARERNRTRIE IR E
REE RN RBEA -

RRABIABELEBRAR
3,874,299,181.54 » LH A
1,293,686,115.51 @+ ZANHAEL £
HIE R 199% ° ANEARK AN &
3,421,997,084.79 @ tHA
1,113,208,550.17 @ ZANHAEL £
HAE R207% : AR RIAHE
EEBANBLL ESAER
150% i EZRAZARRE
BT E KB INAT
g( °

RRRAYENERZ12% » £
HIM14% » AE & £ HR
2% TEEHAREIZBERT
B RRUHEER TEIEE
BRFTEL -

RATARBEMEBIER
18,613,226.14 » FH A
42,179,444.97 » NEAE: EHA
BD56%  EERERAFIR
1% A8 B8 155 & 2R W R B 1T AR 75
g °

AARAHBEXERR
112,640,375.41  tH A
46,159,792.14 - NHI&: + Hf
BR144%  FZRARES
ERFHEBNLERER
R BERAELIATE -

(12)

(14)

(16)

(17)

Closing balance for total liabilities was
RMB2,330,581,159.76, up 44% from opening balance
of RMB1,616,669,182.17 mainly due to an expansion
of production scale of mobile phones, the Company’s
principal products.

Closing balance for capital reserve was higher than
opening balance due to a transferral from unable
satisfied accounts payable.

Income from principle activities for the year was
RMB3,874,299,181.54, up 199% from
RMB1,293,686,115.51 for the previous year; cost from
principle activities for the year was
RMB3,421,997,084.79, up 207% from
RMB1,113,208,550.17 for the previous year. Profit from
principle activities for the year increased by 150% over
the previous year, mainly due to a significant increase
in sales of mobile phones, the principal product of the
Company.

Gross profit margin for the year was 12%, dropped by
2% from 14% for the previous year, mainly due to a
noticeable decrease in selling price of the Company’s
principal product mobile phone as a result of intensified
competition.

Profit from other activities for the year was
RMB18,613,226.14, down 56% from
RMB42,179,444.97 for the previous year mainly
because the Company received no technological service
fees under the relevant agreement.

Operating fee for the year was RMB112,640,375.41,
up 144% from RMB46,159,792.14 for the previous year
mainly due to an increase in advertisements arising
from the expanded scale of the Company’s principal
activities of mobile phone.
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(18) ARRAHEREZR A (18) Administration expenses for the year was
247,133,206.64 © L+ Hj RMB247,1383,206.64, up ©64% from
150,578,478.08 » ZNHiER RMB150,578,478.08 for the previous year, mainly due
EIhne4%  FEZREAEEE to a expanded scale of the Company’s principal
EmFHEBRNLERERR activities of mobile phone and an increase in provision
KRBV BRAEMBIZ AT o for bad debts.

(19) ARAal AU BERR (19) Financial expenses for the year was
70,878,050.58 ' EH A RMB70,878,050.58, up 43% from RMB49,462,857.66
49,462,857.66 -+ AHIEX E4F for the previous year, mainly due to an increase in short
EEN43% 0 EZRE L term loans and discounting interests.

fEFRIE 0 K2 BE 3R B IE AT ER -

2. BREPEEESF(ARABITE 2. In accordance with the China Securities

FHLATEREZIHREERA Regulatory Commission’s requirements of
BN BPRENRENS No. 9 of the Provisions for Disclosure and
BRSO ERBER) HE Preparation of Information by Companies
X X2 F2003FE 2 m i with Public Offers - Calculation and
BMEFEYHENBEE Disclosure of Return on Net Assets and
BaERSKESMT : Earnings Per Share, the Company’s fully
diluted and weighted average return on net
assets and earnings per share are as
follows:
BEEREE sRES
Profit during the Earnings per share
reporting period Return on net assets
2ENE migFsy 2ENE miEFy
Fully Weighted Fully Weighted
wENHE Profit during reporting period diluted average diluted average
TEEHBNE Profit from principal operations 39.40% 41.20% 0.68 0.68
EERE Operating profit 2.90% 3.08% 0.05 0.05
e} Net profit 8.71% 9.11% 0.15 0.15
NBFECHMBER Net profit after
o) extraordinary items 6.81% 7.12% 0.12 0.12
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