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The Board of Directors is pleased to submit its report together with
the audited financial statements for the year ended 31 December

Day-to-day Operation of the Board of Directors

During the reporting period, the Company’s Board of
Directors held 6 board meetings to consider and

approve the following issues:

The 13th meeting of the fourth Board of Directors of
the Company held at the head quarter on 17 January
2004. In the meeting, documents of Self-verification
Report Related to Capital Transactions with Connected
Parties and Guarantees provided to Outside Companies,
Inspection and Verification Report of Taiyuan Resident
Audit Office under the CSRC, the Regulatory System of
Investors, Reporting System of Internal Information,
Procedures of Shareholders’ Meeting, Procedures of
Meeting of the Board of Directors, Procedures of
Supervisory Committee etc. were passed.

On 24 March 2004, the Company held the 14th meeting
of the fourth Board of Directors at its headquarter. The
meeting approved the 2003 Annual Report and the
summary thereof, Report of the Board of Directors,
Financial Statements as audited respectively by the
international and domestic auditors and the Proposal
for Appropriating None of the Profit for 2003. Horwath
Hong Kong CPA Limited and Shine Wing Certified Public
Accountants were approved to be retained respectively
as the international and PRC auditors of the Company
for 2004, The candidate list for the election of the fifth
Board of Directors and Independent Directors, the
resolution for the amendment to Articles of Association
of the Company and a proposal for convening the 2003
Annual General Meeting were also approved.
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Day-to-day Operation of the Board of Directors (Continaned)

1.  During the reporting period, the Company’s Board of
Directors held 6 board meetings to consider and

approve the following issues: (Continued)

(3) On 20 April 2004, the Company held the 15th meeting
of the fourth Board of Directors at its headquarter. The
meeting approved the 2004 first quarterly report of the
Company.

(4)  On 12 May 2004, the Company held the 1st meeting
of the fifth Board of Directors at its headquarter. Mr. Li
Anjian was elected as Chairman, and Mr. Zhang
Zuzhong as the Vice Chairman of the Company. Mr. Li
Anjian, Mr. Zhou Zhenyu, Mr. Zhu Lifeng and Mr. Ma
Chung Lai, Lawrence were elected as members of the
Strategic Committee, with Mr. Li Anjian as its Chief
Officer. Ms. Liu Ailian, Ms. Wan Hui and Mr. Cai Lianglin
were elected as members of the Audit Committee, with
Ms. Wan Hui as its Chief Officer. Mr. Zhang Zuzhong,
Ms.Wan Hui and Mr. Cai Lianglin were elected as
members of the Nomination Committee, with Mr. Cai
Lianglin as its Chief Officer. Ms. Liu Ailian, Mr. Ma Chung
Lai, Lawrence and Ms. Wan Hui were elected as
members of the Remuneration and Appraisal
Committee, with Mr. Ma Chung Lai, Lawrence as its
Chief Officer.

In the meeting, Mr. Li AnJian was appointed as the General
Manager of the Company; Mr. Wang Hongjin, Mr. Shi
Qiusheng, Mr. Liu Kun and Ms. Chen Ping were appointed as
the Deputy General Manager; Mr. Wu Liulin was appointed
as the Chief Accountant and Mr. Chen Ping was appointed
as the Secretary to the Board of Directors of the Company.

The resolution of related matters regarding 35% transfer of
equity of Jiangsu Provincial Software Industry Company
Limited held by the Company is passed.

NANJING PANDA ELECTRONICS COMPANY LIMITED 2004 ANNUAL REPORT
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Day-to-day Operation of the Board of Directors (Continaned)

1.  During the reporting period, the Company’s Board of
Directors held 6 board meetings to consider and

approve the following issues: (Continued)

(5)  On 26 August 2004, the Company held the 2nd meeting
of the fifth Board of Directors at its headquarter. The
meeting approved the 2004 interim report of the
Company and its summary.

(6) On 25 October, 2004, the Company held the 3rd
meeting of the fifth Board of Directors at its
headquarter. The meeting approved the 2004 third
quarterly report of the Company.

All of the aforesaid discloseable information related to the
resolutions of the board meetings was published on the next
day following the respective meeting on Shanghai Securities
News, China Securities Journal, Ta Kung Pao (Hong Kong)
and The Standard.

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

Press for Information Disclosure

During the reporting period, discloseable information of the
Company was published on Shanghai Securities News, China
Securities Journal, Ta Kung Pao and The Standard.

Principal Activities

The principal activities of the Company and its subsidiaries are the
development, production and sale of mobile telecommunications
system, satellite communication system, IT and electromechanical

products.
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Turnover and Contribution by Business Segment

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

principles generally accepted in Hong Kong is as follows:

HEEEER
BEW (BR)wE
Contribution
to Group’s
operating
EmPE Type of products Turnover profit/(loss)
ARMFIT AREFT
RMB’000 RMB’000
BBREEmMm Mobile telecommunications products
(4 1E%T) 12,852 (778)
HEBEER Satellite communication products 104,094 18,025
BEEEMm Electromechanical products 172,774 (4,122)
BEFEELREMER Electronic information products and others 374,920 4,177
664,640 17,302
Ao EBR S H Unallocated expense (90,766)
F B WA Interest income 39,471
MRS Finance costs (49,014)
A OB A A Impairment loss in investment
"AEREIEBK of non-consolidated subsidiaries (84,033)
SRR YN Gain on disposal of interests in
¥ %5 2 FH associates 13,351
FE(RE & A B A Share of results of associated companies 276,815
B 15 Al & A Profit before taxation 123,126
Y 5 B Financial Summary

AEEBEREMBRFEREEEERA
S EARRCXEBEEABREINH
RAFRI— - EFEHEXBENRBE]

o o “Accounting Figures and Financial Highlights”.

A summary of the Group’s results and assets and liabilities for the
last five financial years, prepared in accordance with accounting
standards generally accepted in Hong Kong, is set out on

©00000000000000000000000000000000000000000000000000000 000 o o NN
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5 I 8 & Net Assets Per Share

HZE2004F 12 A318 L2 = EAF EHFE The details of the net assets per share at the balance sheet date for
BEBERA  SRFEEBREOT o each of the three years ended 31 December 2004 are as follows:

(1) %A W% RN a0 (1) As prepared in accordance with accounting principles

o generally accepted in Hong Kong
20044 20034 20024
2004 2003 2002
FREFEE Net assets per share 1.82 1.72 1.59
(FEE/MMHBE) (Net assets / Total number of shares)
(AR® - ) (Unit: RMB)
g Rate of increase 5.81% 8.18% 10.42%
2 ¥HWhEegsEN&ER - (2)  As prepared in accordance with PRC accounting
standards:
20044 20034 20024
2004 2003 2002
BRFEE Net assets per share 1.80 1.72 1.57
(FEE/RMHBE) (Net assets / Total number of shares)
(AR¥ ) (Unit: RMB)
g Rate of increase 4.65% 9.56% 9.79%

ViR o AR A bl R Purchase, Sale or Redemption of the Listed Securities of
B the Company

NWEHA - ARRIREAMBATMER Neither the Company nor any of its subsidiaries has purchased,
g HEXBELRERNARABZRKRE - sold or redeemed any of the Company’s listed securities during the
reporting period.

B S D L Pre-emptive Rights

BEPEEMEERARGZER - W& There is no provision for pre-emptive rights according to the relevant
BIRBIRE 2 55K - laws of the People’s Republic of China and the Company’s Articles
of Association.
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Directors’ and Supervisors’ Remuneration

During the year, the aggregate remuneration of the Directors and
Supervisors amounted to RMB1,288,000 and RMB380,000
respectively, exclusive of their pension scheme contributions. Save
as disclosed above, the Company did not offer any emoluments,
allowances, or bonuses to the directors and supervisors.

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

Highest Paid Individuals

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

Arrangements to Purchase Shares or Debentures by

Directors, Supervisors and Senior Management

At no time during the year was the Company a party to any
arranagements to enable the directors, supervisors or senior
management or any of their spouses or children under 18 to acquire
benefits by means of the acquistition of shares in, or debentures
of, the Company or any other corporate body.

Directors’ or Supervisors’ and Senior Management’s

Interests in Contracts

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

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

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

Privilege of Directors, Supervisors and Senior

Management

During the year, no privileges were enjoyed by the directors,
supervisors or senior management of the Company.

Material Contracts with PEGL

Save for the agreement on asset reorganisation entered into
between Panda Electronics Group Limited and the Company in
2000, the Company was not involved in any material contract during
the reporting period.

Convertible Securities, Options, Warrants or Similar

Rights

The Company had not issued or granted any convertible securities,
options, warrants or similar rights up to 31 December 2004

Pension Scheme

The Company participated in a pension scheme established by the
government. It is a defined benefit plan. In accordance with the
terms of the scheme, the annual contribution should be equivalent
to 20% of the salary of the employees. The pension of present and
retired employees of the Company is protected by the Nanjing
Social Labour Insurance System Co-ordinating Committee. There
are no forfeited contributions which may be used by the Company
to reduce the existing level of contributions.

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

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

Results and Distribution of Profit

The operating results of the Group for the year ended 31 December
2004 and the financial status of the Company and the Group on
that date are set out in the financial statements prepared in
accordance with accounting principles generally accepted in Hong
Kong and PRC accounting standards.

After the approval by Horwath Hong Kong CPA Limited and Shine
Wing Certified Public Accountant under the PRC accounting
principle, the Company realized net profit after tax of
RMB52,368,619.34 in 2004; under the accounting principle
generally accepted in Hong Kong, the Company realized net profit
of RMB65.646 million in 2004. However, at the end of the reporting
period, the profit distributable to the shareholders was still negative
in amount. In accordance with the related stipulations of profit
distribution in the Articles of Association, the profit after tax realized
in 2004 of the Company was all used to compensate for the losses
of the Company in prior years. Therefore, the Board of Directors
was in the view that final dividend as at 31 December 2004 would
not be distributed and no capital reserve would be transferred to
increase share capital and this proposal needed to be approved by
the shareholders’ meeting.

The opinion of independent directors: As Article 163 of Chapter 15
of the Articles of Association states, “the profit after tax will be
distributed according to the following order: (1) compensation of
losses; (2) appropriate of statutory public reserve; (3) appropriate
of statutory public welfare fund; (4) appropriate of discretionary
public reserve after approval by shareholders’ meeting; (5) payment
for dividends of ordinary shares”. Therefore, the proposal for profit
distribution of 2004 of the Board of Directors of the Company is
in compliance with the regulations of Articles of Association.

2004 ANNUAL REPORT
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Bank Loans and Other Borrowings

Particulars of bank loans and other borrowings of the Company
and the Group, as at 31 December 2004, are set out in note 26 to
the financial statements prepared under accounting principles
generally accepted in Hong Kong.

Interest which was capitalised during the year is set out in note 16
to the financial statements prepared under accounting principles
generally accepted in Hong Kong.

Reserves

The changes in the reserves of the Group for the year are set out
in the Consolidated Statement of Changes in Equity prepared under
accounting principles generally accepted in Hong Kong and notes
28-30 to the financial statements prepared under PRC accounting
standards.

Fixed Assets

Details of the movements in fixed assets during the year are set out
in note 15 to the financial statements prepared under accounting
principles generally accepted in Hong Kong and note 12 to the
financial statements prepared under PRC accounting standards.

Subsidiaries
Information on the subsidiaries of the Company is set out in note

17 to the financial statements prepared under accounting principles
generally accepted in Hong Kong.
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NANJING PANDA ELECTRONICS COMPANY LIMITED

Code of Best Practice and Model Code

During the reporting period, the Directors of the Company were
not aware of any information which reasonably indicated that the
Company does not comply with the Code of Best Practice as set
out in Appendix 14 of the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited during the year.

During the reorting period, the Company applied Model Code for
Security Transactions by Directors of Listed Issuers (“Model Code")
as set out in the Appendix 10 of the Listing Rules of Securities of
the Stock Exchange of Hong Kong for the code of securities
transactions by the directors.

Upon specific enquiry to all Directors of the Company, all Directors
have expressed that they have complied with the Model Code.

Audit Committee

During the reporting period, the Audit Committee of the fourth
Board of the Company is convened on 24 March 2004. The financial
statements of 2004 of the Company audited by PRC and
international auditors were reviewed and approved in the meeting.

The Board of the Company has set up an Audit Committee in
accordance with the requirements of Rule3.21 of the Rules
Governing the Listing of Securities on the Stock Exchange of Hong
Kong Limited. In the first meeting of the fifth Board of the Company,
Ms. LIU Ailian, Ms. WAN Hui and Mr. CAl Lianglin were elected as
the committee member of the Audit Committee of the fifth Board,
in which, Ms. WAN Hui and Mr. CAI Lianglin were independent
non-executive directors and Ms. WAN Hui was elected as the
Supervisor of Audit Committee.
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Confirmation by Independent Non Executive Directors

on Connected Transactions

The independent non-executive directors of the Company have, in
such capacity, reviewed the connected transactions referred to in
note 32 to the financial statements prepared under accounting
principles generally accepted in Hong Kong and note 8 to the
financial statements prepared under PRC accounting standards and
confirmed that :

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

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

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

Auditors

The financial statements have been audited by Horwath Hong Kong
CPA Limited and Shine Wing Certified Public Accountants. The
auditors retired in accordance with the Articles of Association of
the Company but offered themselves to be re-appointed as
international and PRC auditors of the Company respectively.
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Special statement on the Auditors’ Qualified Opinion

The financial reports as for 31 December 2004 was audited by
Horwath Hong Kong CPA Limited and Shine Wing Certified
Accountants and a qualified auditors’ report was given. The

explanations of the Board of Directors for the related matters are

as follows:

1.

In respect to the scope of consolidation: As Nanjing Wei Te
Investment Management Co. Ltd. enforced the ruling of
judicial forceful execution made by the People’s Court of
Xuan Wu Qu of Nanjing City on 10 March 2005 on the equity
interests in Nanjing Panda Mobile Communication Equipment
Co, Ltd. ("Panda Mobile”) and Nanjing Panda Communication
Development Co., Ltd. (“Panda Communication”) held by
the Company on 10 March 2005, the Company could not
obtain the detailed financial information of the two companies
nor incorporate their accounts into that of the Company’s.
Meanwhile, as the two companies will cease operation and
do not continue to operate, the Company had adjusted the
book value of long-term equity investment as on 31 December
2004 in accordance with the repayment amount of
RMB120.0174 million and has accurately reflected the
financial conditions. Therefore, the Company would not
include these two companies into the scope of consolidated
statements.

In respect of bad debt provision: the Board considered that
the Company has recovered RMB350 million among the
account receivables of Panda Mobile after the period, the
balance RMB500 million has been transferred to Jiangsu
Provincial Investment Management Company Limited
("Jiangsu Investment Management”). As the credit and assets
status of Jiangsu Investment Management was good, the
Company was proactively negotiating the repayment matter
with Jiangsu Investment Management. Therefore, there was
no need for the provision of bad bebt regarding the aforesaid
account receivables and the Company will recover the debt
owed by Jiangsu Investment Management as soon as possible.

NANJING PANDA ELECTRONICS COMPANY LIMITED 2004 ANNUAL REPORT
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Specific explanation of registered accountant on the use
of fund in relation to the controlling shareholders of the

Company and other connected parties.

To all shareholders of Nanjing Panda Electronics Company Limited

We were appointed by Nanjing Panda Electronics Company (the
“Company"”) to give specific explanation on the use of fund in
relation to the controlling shareholders of the Company and other
connected parties as of 31 December 2004 in accordance with the
requirement of item 3 under section 1 of Zheng Jian Fa (2003) No.
56 of the Notice in Relation to Regulation on Capital Transactions
between Listed Companies and Connected Parties thereof and
Certain Issues Regarding External Guarantees of Listed Companies
issued by China Securities Regulatory Commission. The responsibility
of the Board of the Company is to provide truthful, legal and
complete evidence in kind, primary written materials, copy materials,
verbal evidences and other evidences we consider necessary on the
use of fund in relation to the controlling shareholders of the
Company and other connected parties in accordance with the
requirement of the notice of CSRC. While our responsibility is to
provide specific explanation on the audited capital transaction in
relation to the controlling shareholders of the Company and other
connected parties in accordance with the relevant requirement of
the CSRC. In the course of auditing, we implemented those auditing
procedures including understanding, enquiry and inspection of
relevant written evidences as we consider necessary.

As audited, the use of fund in relation to the controlling shareholders
of the Company and other connected parties are as follows:

As of 31 December 2004, the balance of the use of fund in relation
to controlling shareholders of the Company and other connected
parties amounted to RMB1,249.2159 million, of which the balance
of the use of fund in the Company by controlling shareholder
Panda Electronics Group Co. Ltd. amounted to RMB282.4013
million. While the balance of the use of fund of other connected
parties in the Company amounted to RMB966.8146 million. Besides,
operating fund amounted to RMB 33.5480 million, while non-
operating fund amounted to RMB121.56679 million.
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NANJING PANDA ELECTRONICS COMPANY LIMITED

Specific explanation of registered accountant on the use
of fund in relation to the controlling shareholders of the

Company and other connected parties. (Continauned)

We are of the opinion that as of 31 December 2004, the Company
has truthfully reflected the overall use of fund in relation to
controlling shareholders and other connected parties in the
Company. Among the capital transactions with the controlling
shareholders and other connected parties, there were cases of
incompliance with the requirement of the Document Zheng Jian Fa
(2003) No. 56 of the Notice in Relation to Regulation on Capital
Transactions between Listed Companies and Connected Parties
thereof and Certain Issues Regarding External Guarantees of Listed
Companies issued by China Securities Regulatory Commission and
State-owned Asset Supervision Administration Commission.

Attachment: Schedule of the use fund in relation to controlling
shareholders of Nanjing Panda Electronics Co. Ltd. and other
connected parties.

Shine Wing Certified Public Accountant

Beijing, the PRC
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sk 6 kG 2 ) P B OB R B Specific explanation of registered accountant on the use
i B 5% 5 A 4 R UL R of fund in relation to the controlling shareholders of the

W (& Company and other connected parties. (Continaned)
W £ — (1) Attachment (1)
EmARESERBAER Use of fund of the Company

FHRFEE  AREHEEFROBRAF
Name of listed company: Nanjing Panda Electronics Co. Ltd.

Bl &
Unit: RMB0'000
2003F 20045
L33 128318 128318 20045 2004F
ER% 48 511 511 Hiage Rt ERAARBE W04FERELARYR
b £ R EREE ERSE EREH whed 143 FEEH ERRE R *Rd
Amount Amount
used as used as  Additional Accumulated Forms in the use of Repayment amount
Relationship of 31 of 31 use of use of fund and balance and forms in 2004
Name of parties with the December December fund in fund in Non- Reasons Non-
Type in use of fund Company 2003 2004 2004 2004 Operating operating of use Cash cash
IHRRARE EHETERERAA S9N 10,973.89 28,240.13 17,266.24 164,057.01 207.81 28,032.32 HEEH - 146,790.77
ERERER i
Use of fund by Panda Electronic s Holding 10,973.89 28,240.13 17,266.24 164,057.01 207.81 28,032.32 Payment for 146,790.77
the large Group Co. Ltd. company goods sold,
shareholder transacted
of the Company fund
Hib A EHET (RW) RERE 107.95 212.49 104.54 112.54 99.95 112.54 nIg- 8.00
ERELER BRATE i
Use of fund Panda Electronic Joint venture 107.95 212.49 104.54 112.54 99.95 11254 processing fee, 8.00
by other (Kun Shan) Co. Ltd transacted fund
connected
partieds
BRELNEEBD RELE 2,442.69 53.68 -2,389.01 539.66 12.19 4149 HEER 2,92867
BRERAA i
Nanjing Wei Chuang Joint venture 2,442.69 53.68 -2,389.01 539.66 12.19 41.49 Payment for 2,928.67
Li Panda Mobile goods sold,
Terminal Co. Ltd. transacted
fund
BREBEER FR7A 637.73 1,980.92 1,343.18 1,407.79 7410 1,906.81 HEEN 64.61
PREERAR i
Nanjing Panda Ju Subsidiary 637.73 1,980.92 1,343.18 1,407.79 7410 1,906.81 Payment for 64.61
Neng Small Home goods sold,
Electronic Appliance transacted
Co., Ltd. fund
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wk W 8 sk B 2 v P B e o B Specific explanation of registered accountant on the use
L RN gt R AE S F] of fund in relation to the controlling shareholders of the

W (&) Company and other connected parties. (Continaned)
W — (1) () Attachment (1) (Continued)
FHRRERERERR (B Use of fund of the Company (Continued)

ETAREE  BRAMETRAOERAA
Name of listed company: Nanjing Panda Electronics Co. Ltd.

LiaE o

Unit: RMB0000

2003F 20045
B 12A318 12A318 20045 20045
1521 48 511 511 #HiaRe RitiER ERAARBE WHUFERELARKR
Ebl) 2% 13 [k ] 1k ] ER&# Redd 143 FEEH ERRE ne *5e
Amount Amount
used as used as  Additional Accumulated Forms in the use of Repayment amount
Relationship of 31 of 31 use of use of fund and balance and forms in 2004
Name of parties with the December December fund in fund in Non- Reasons Non-
Type in use of fund Company 2003 2004 2004 2004 Operating operating of use Cash cash
BRES BREZ 1,858.19 1,642.20 -215.99 2,707.23 890.30 751.90 HEER 2,923.22
ERBAERAA BRFRA i S
Nanjing Panda Controlling 1,858.19 1,642.20 -215.99 2,707.23 890.30 751.90 Payment for 292322
Television Co. Ltd subsidiary of goods sold,
holding company transacted
fund
BREEGBAR FRE 49,298.86 85,255.12 35956.6  95,044.06 0.00 85,255.12 ERR 59,087.80
REBEBRA
Nanjing Panda Mobile Subsidiary 49,298.86 85,255.12 35,956.26 95,044.06 0.00 85,255.12 transacted fund ~ 59,087.80
Communication
Equipment Co. Ltd.
BRESRE FRE 1,298.68 1,298.68 0.00 0.00 0.00 1,298.68 R 0.00
ETERARA
Nanjing Panda Subsidiary 1,298.68 1,298.68 0.00 0.00 0.00 1,298.68 transacted fund 0.00
Chenguang Co. Ltd.
BEET BREZ 1,241.13 2,772.17 1,531.04 1,531.04 0.00 2,772 REH 0.00
ERERAA ERFAR
Panda Electronic Controlling 1,241.13 2,712.17 1,531.04 1,531.04 0.00 2,112.17 Payment on 0.00
Hong Kong Co. Ltd. subsidiary behalf of
of holding others
company
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sk 6 kG 2 ) P B OB R B Specific explanation of registered accountant on the use
i B 5% 5 A 4 R UL R of fund in relation to the controlling shareholders of the

W (& Company and other connected parties. (Continaned)
W2 — ) (&) Attachment (1) (Continued)
EmArREeERBEAR (B Use of fund of the Company (Continued)

FHRFEE  AREHEEFROBRAF
Name of listed company: Nanjing Panda Electronics Co. Ltd.

Bl &
Unit: RMB0'000
2003% 20045
L33 128318 128318 20045 2004F
ER% 48 511 511 Hiage Rt ERAARBE W04FERELARYR
b £ L3 1k ] 1k ] ER&# whed 143 FEEH ERRE R *Rd
Amount Amount
used as used as  Additional Accumulated Forms in the use of Repayment amount
Relationship of 31 of 31 use of use of fund and balance and forms in 2004
Name of parties with the December December fund in fund in Non- Reasons Non-
Type in use of fund Company 2003 2004 2004 2004 Operating operating of use Cash cash
[zl BRFZ 200.00 200.00 0.00 0.00 0.00 200.00 ERH 0.00
FEERLA BRFAA
Panda Digital Technology ~ Controlling 200.00 200.00 0.00 0.00 0.00 200.00 transacted fund 0.00
Development Co. Ltd subsidiary of
holding company
BRBEEERY RELE 0.00 24.25 22425 22425 0.00 22425 ERR 0.00
BEERAA
Nanjing LianHua Nap Joint venture 0.00 224.25 224.25 224.25 0.00 224.25 transacted fund 0.00
New Supply of Labour
Coating &
Decorating Co. Ltd.
EEMER BE RELE 100.00 100.00 0.00 0.00 0.00 100.00 ERR 0.00
REFRERAE
Intenna (Nanjing) Joint venture 100.00 100.00 0.00 0.00 0.00 100.00 transacted fund 0.00
Co. Ltd.
IHRERERE FRAZ 0.00 39.60 39.60 39.60 0.00 39.60 iS4 0.00
BEERLA Ry
Jiangsu Tianchuang Connected 0.00 39.60 39.60 39.60 0.00 39.60 transacted fund 0.00
Communication party of

Equipment Maintenance subsidiary

Co. Ltd.
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wk W 8 sk B 2 v P B e o B Specific explanation of registered accountant on the use
L RN gt R AE S F] of fund in relation to the controlling shareholders of the

W (&) Company and other connected parties. (Continaned)
W — (1) () Attachment (1) (Continued)
FHRRERERERR (B Use of fund of the Company (Continued)

FHRARERE  ERREREETRHERAF
Name of listed company: Nanjing Panda Electronics Co. Ltd.

LiaE o

Unit: RMB0000

2003 20045
B 12A318 12A318 20045 20045
1521 48 511 511 #HiaRe RitiER ERAARBE WHUFERELARKR
Ebl) £ 1] [k ] 1k ] (154 ] Redd 143 FEEH ERRE Re *5e
Amount Amount
used as used as  Additional Accumulated Forms in the use of Repayment amount
Relationship of 31 of 31 use of use of fund and balance and forms in 2004
Name of parties with the December December fund in fund in Non- Reasons Non-
Type in use of fund Company 2003 2004 2004 2004 Operating operating of use Cash cash
BRELETERAR BERE 278.14 919.10 640.97 3,386.15 919.10 0.00 HEER 2,745.18
Nanjing Sharp Joint venture 278.14 919.10 640.97 3,386.15 919.10 0.00 payment of 2,745.18
Electronic Co. Ltd. goods sold
BRESRSE BREZ 663.63 446.84 -216.79 2,366.71 446.84 0.00 HEEH 2,583.51
ERERAA ERFAR
Nanjing Le Jin Panda Controlling 663.63 446.84 -216.79 2,366.71 446.84 0.00 payment of 2,583.51
Electrical Appliance subsidiary goods sold
Co. Ltd. of holding
company
BREUERE RELE 806.82 327.15 -479.67 2,180.62 32715 0.00 HEEH 2,660.29
BEERLE
Nanjing Joint venture 806.82 327.15 -479.67 2,180.62 327.15 0.00 payment of 2,660.29
Ericsson Panda goods sold
Communication
Co. Ltd.
BREMBESR BREZ 17.36 154.11 136.74 666.52 154.11 0.00 HEEH 529.78
RIEER AR ERFAR
Nanjing Panda Controlling 17.36 154.11 136.74 666.52 154.11 0.00 payment of 529.78
Electromechanical subsidiary of goods sold
Technology holding
Col Ltd company

NANJING PANDA ELECTRONICS COMPANY LIMITED 2004 ANNUAL REPORT
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sk 6 kG 2 ) P B OB R B Specific explanation of registered accountant on the use
i B 5% 5 A 4 R UL R of fund in relation to the controlling shareholders of the

W (& Company and other connected parties. (Continaned)
W2 — ) (&) Attachment (1) (Continued)
EmArREeERBEAR (B Use of fund of the Company (Continued)

FHRFEE  AREHEEFROBRAF
Name of listed company: Nanjing Panda Electronics Co. Ltd.

Bl &
Unit: RMB0'000
2003F 20045
L33 128318 128318 20045 2004F
5R% 48 511 511 Hiage Rt ERAARBE W04FRELARYR
b £ R ERSE ERSE EREH ft41 ] 143 FREH ERRE R *Rd
Amount Amount
used as used as  Additional Accumulated Forms in the use of Repayment amount
Relationship of 31 of 31 use of use of fund and balance and forms in 2004
Name of parties with the December December fund in fund in Non- Reasons Non-
Type in use of fund Company 2003 2004 2004 2004 Operating operating of use Cash cash
BRRERR FRAZ 62.15 88.15 26.00 26.00 88.15 0.00 HEER 0.00
ETERAA [y
Nanjing Panda Connected party 62.15 88.15 26.00 26.00 88.15 0.00 payment of 0.00
Medical Electronic of subsidiary goods sold
Co. Ltd.
ARRHET 8RR 155.39 81.12 7427 567.75 81.12 0.00 HEER 642.02
EHABRAA ERFAA
Nanjing Panda Controlling 155.39 81.12 -74.21 567.75 81.12 0.00 payment of 642.02
Import / Export subsidiary of goods sold
Co. Ltd. holding company
BRREGEAR 0.00 609.00 609.00 609.00 609.00 HEER 0.00
HEERAA
Nanjing Panda Network 0.00 609.00 609.00 609.00 609.00 payment of 0.00
Technology goods sold
Co. Ltd.
BREZEERER 0.00 121.20 121.20 12120 121.20 HEER 0.00
Nanjing Zhen Hua 0.00 121.20 121.20 121.20 121.20 payment of 0.00
Sound Equipment Plant goods sold
RS 0.00 101.70 101.70 101.70 101.70 HEEH 0.00
ERRAELA
Nanjing Panda Power 0.00 101.70 101.70 101.70 101.70 payment of 0.00
Sources Equipment Co. goods sold
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wk W 8 sk B 2 v P B e o B Specific explanation of registered accountant on the use
L RN gt R AE S F] of fund in relation to the controlling shareholders of the

W (&) Company and other connected parties. (Continaned)
W — (1) () Attachment (1) (Continued)
FHRRERERBERE (B) Use of fund of the Company (Continued)

EHRREIEE: AREHEETFROBRARF
Name of listed company: Nanjing Panda Electronics Co. Ltd.

B A7

Unit: RMB0'000

2003% 20045
B 12A318 12A318 20045 20045
A% 48 513 BE HARe RitEA ERABRRBE W04ERELARER
b £ W& [:E3 ] :E3 ] EASH 5+ ] #En FREY HARE i FRe
Amount Amount
used as used as Additional  Accumulated Forms in the use of Repayment amount
Relationship of 31 of 31 use of use of fund and balance and forms in 2004
Name of parties with the December December fund in fund in Non- Reasons Non-
Type in use of fund Company 2003 2004 2004 2004 Operating operating of use Cash cash
BREEEL AERE 150 273 41.24 171.74 0n 0.00 HEER 130.50
MERERAA
Nanjing Panda Hitachi Joint venture 1.50 42.73 41.24 17.74 42.73 0.00 payment of 130.50
Technology Co. Ltd. goods sold
BREEANAR AERE 7.95 11.25 330 8.30 11.25 0.00 HEER 5.00
ERRBERAA
Nanjing Panda Tamura Joint venture 7.95 11.25 330 830 11.25 0.00 payment of 5.00
Communication goods sold
Power Sources
Equipment Co. Ltd.
At 70,152.07 124,921.59 54,769.52 275,868.87 3,354.80 121,566.79 221,099.34
Total 70,152.07 124,921.59 54,769.52 275,868.87 3,354.80 121,566.79 221,099.34
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Specific explanation of registered accountant on the use
of fund in relation to the controlling shareholders of the

Company and other connected parties. (Continaned)

Attachment (1) (Continued)

Use of fund of the Company (Continued)

Note:

1 Additional use of fund: refer to differences of the three accounting items
“prepayment”,”account receivables”, “other receivables “as at closing
balance and opening balance;

2 Forms in use of fund: refer to operating use or non-operating use;

3 Operating use: refer to the capital transaction in purchase and sale
connected transactions;

4 Non-operating use: refer to the debt relations formed by borrowing,

advance, repayment of bank debt and investment on behalf of connected

parties.
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NANJING PANDA ELECTRONICS COMPANY LIMITED

Special statement and independent opinion of the
Independent Directors for the Company’s accumulated

and current guarantees provided to outside parties

In accordance with the notice in relation to Regulation on Capital
Transactions between Listed Companies and Connected Parties
thereof and Certain Issues Regarding External Guarantees of Listed
Companies (Zheng Jian Fa [2003] Circular No. 56) issued by china
Securities Regulatory Committee, we, as independent directors of
Nanjing Panda Electronics Company Limited (the “Company”) have
conducted a careful review on the Company’s external guarantees,
non-compliance guarantees and the implementation of Zheng Jian
Fa [2003] Circular No. 56 in a practical manner, and made the
following special statements and independent opinion with respect
to relevant issues:

1. As at 31 December 2004, the Company’s accumulated and
current external guarantee aggregated to RMB762,550,000,
which were all granted to its subsidiaries. As the total
guarantees exceeded 50% of the Company’s consolidated
net assets as at 31 December 2004 and the gearing ratio of
the warranties were all above 70%. The guaranteed parties
were not able to provide counter-guarantee. Therefore, the
Company has violated the stipulations in Zheng Jian Fa [2003]
Circular No. 56 and has to be rectified. As at the date of the
auditors’ report, the Company’s liabilities under the
guarantees for RMB715,140,000 granted to Nanjing Panda
Mobile Communication Equipment Co., Ltd (“Panda Mobile"”)
and Nanjing Panda Communications Development Co., Ltd
("Panda Communication”) was discharged, but we hope that
the Company can strengthen the control on external
guarantees in future to avoid further violations.
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o A g A ) R A8 A Special statement and independent opinion of the
LR RACE S NS RS Independent Directors for the Company’s accumulated

(%) and current guarantees provided to outside parties

(Continauned)

2 H1F2004%12A31H - AR EFM 2. Asat 31 December 2004, none of the Company’s accumulated

EHHINERFATFERERRK and current external guarantees was granted to its controlling
B REHEAR50% LA T B E b B B shareholder or any other connected party in which the
77 FEA3EVE A B ALK E A SR L HE Company was 50% or less interested or any non-corporate
R o entity or individual.

BUEE: BE ZEIMN FHRE Independent Directors: Wan Hui, Cai Lianglin, Ma Chung Lai

Lawrence

REEG0 By Order of the Board

FRE Li Anjian

EER Chairman

FE - R 200594 H29H Nanjing, the PRC, 29 April 2005
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