EEENR

Significant Events

200543108 - ERmZREAR
EBREE C SAARABEBENRER
RSN BRI AR A A ([ARIE
BE)]) 51 %M IRELTEEEAR
#1,999.32& ST M g R AR S i 15 3%
BRAEBRAR ([FEHEE])95%M K
BERFEEEARE10,002.428 T
HEEALEE 31T - AREERRD
AYEAMEREEEBREAR
A ([ERRR]) ARM12,0008 7T
BB RFE o RUENITE - BRI
FMEMBETHEARANMNE

AR -

(JA £ 187 R FIE 72005553 A 14
BAPEZES®R) (LBFHFR
& B EAA200543 7318 %2005 9 A
9B I 7200543 21200599 A
RAHHEREBCKAE) « (The
Standard)) W BEBA S <)

Bribzsh - mEBARRAEELAM
BERHFH - HHER -

20055108108 » ARFEBA
Bl et ((BREE])HEW
o EBRARAMBEAENEREY
EFERAA ([MREE])8.72%
B2 AR - ERERA1,014.68
ET (ARG 2282ETT) - X5
ZRHERERZBBE(EETER
HEEVHETENTEEAKE LK
AREARELEAFREFERET

ARREBEF (BRE3REULIFHN
TEFHL2ERERR EFE2
SEBTHERERZINRE - 28
EEZERB/RBERRTFRE  NE
PR BB

M=

=]
PARNY

On 10 March 2005, the People’s Court of Xuan Wu Qu of
Nanjing City ruled to take judicial forceful execution on 51%
equity interests valued at RMB19.9932 million in Nanjing
Panda Mobile Communication Equipment Co., Ltd. (“Panda
Mobile”) held by the Company and 95% of equity interests
valued at RMB100,0242 million in Nanjing Panda
Co. Ltd.("Panda
Communication”) held by the Company be used to set off

Communication Development
for an amount of RMB120 million of debt and interests
accrued thereon owed to Nanjing Wei Te Investment
Management Company Limited (“Wei Te”). Upon the judicial
forceful execution, Panda Mobile and Panda Communication
are not the subsidiaries of the Company thereafter.

(Please refer to the announcements of the aforesaid events
was published in the Shanghai Securities News, China
Securities Journal on 14 March 2005 and dated 18 March
2005 and 9 September 2005 and published in Hong Kong Ta
Kung Pao and The Standard on 21 March 2005 and 12
September 2005.)

Apart from these, the Company was not involved in any
material litigation and arbitration during the Reporting Period.

On 10 October 2005, the Company and Japan Sharp Co.,
Ltd. (“Sharp"”) entered into an agreement to transfer 8.72%
equity interests in Nanjing Sharp Electronics Co., Ltd.
(“NSEC"), being the entire shareholding held by the Company,
at a consideration of US$10.146 million (approximately
RMB82.282 million). The consideration of the object of the
transaction was determined on arm’s length of the Company
and Sharp based on the appraised value in the Valuation
Report.

All the Directors (including 3 Independent non-exective
Directors) were participated in the voting. The resolution in
relation the transaction was approved unanimously. The
Directors believed that the terms of the transaction are fair
and reasonable and are in the interest of the shareholders as

a whole.
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Pursuant to the said agreement, the Company has recovered
the investment of RMB82,282,000 and realized a gain on
disposal of investment totaling RMB6,366,300 which will be
used for development of the Company’s principal operations.

(The announcement of the aforesaid event was published in
the Shanghai Securities News, China Securities Journal, Hong
Kong Ta Kung Pao and The Standard on 17 October 2005.

Apart from this, the Company had no events of material
asset acquisition, disposal and assets reorganization occurred
during the Reporting Period.

The Company had no other materical connected transaction
nor assset reorganization during the Reporting, Period save
and except as disclosed herein and in the Annual Report
2005.



EEENR

Significant Events

(1) FHERERZESEN (1) Categories of Continuing Connected Transactions
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Amount for

1 Jan 2005 - 31 Dec 2005
ARBETF T

RMB 000

BAEERAEREESEERAREE AEFEHETEEFRARR

HIfBAREKNEE  RHEFEXIME - TEELEH)

RHOD BIRE KRS IR
Provision of sub-contracting services and composite services by the Group

to the group comprising Panda Group Electronics Limited and

its subsidiaries (for the purpose of continuing connected transactions,

excluding the Group.) “(PEGL Group”) 28,208
HEEEBE AR AR EEmMAEEREHO D BRS KEA RS
Provision of sub-contracting services and composite services

by the PEGL Group to the Group 17,314
mAEEMREEEFRARNEELENE RTAME 17,213
Sale of materials and components and parts (Z &8 1F)

by the Group to the PEGL Group
HEMEEFRAREERAEELENE RTRMT 12,500
Sale of materials and components and parts (Z 2 {f)

by the PEGL Group to the Group
MASHEBE AR A EE A S E R {E D QR RE —
Import and export agency services provided by the PEGL Group to the Group
HASEMRBEEEER AR EEREHAERERTOEATAZ —
Licensing of PANDA Trademarks by the Group to the PEGL Group

R E MR S B AR A 55 E H R 230
Lease of factory premises by the Group to the PEGL Group
HMERHEEFERAREERAANEELEBE 2,410
Lease of factory premises by the PEGL Group to the Group
HARFIRRNEBARAFSBEREH-MEED 166,250
Financial Assistance by the Company to PEGL Group
HAEMEEARARAAEENKERERERR 556,000

Guarantees provided by the PEGL Group in respect of banking facilities Granted to the Group
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(2) Financial Assistance

As of 31 December 2005, the balance of non-operating capital
due from Panda Electronic Group Limited, the controlling
shareholder, to the Company was RMB275.31 million, which
was mainly attributable to inter-bank borrowing.

Proposed repayment plan to be confirmed:

AREW

AFEIERERE ARBERX (AE®ETXT) i 5

Method Amount
Planned repayment time of repayment (RMBO0’'000) Remark
2006F4 K Re 1,500
By the end of April 2006 By cash
200645 A& Be 1,792
By the end of May 2006 By cash
2006F 6 AK
By the end of June 2006
200657 AIE B"e 5,383
By the end of July 2006 By cash
2006F8 AK
By the end of August 2006
2006F9 AK Re BE 5,000
By the end of September 2006 By cash and asset
20065F 10 A& Re 2,772
By the end of October 2006 By cash
2006 11 A IE Re 6,500
By the end of November 2006 By cash
2006 12 A IE Re 4,584
By the end of December 2006 By cash
A 27,531
Total
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During the Reporting Period, the Company had no
entrustment, contracting and lease of assets from other
companies nor any entrusted custody of funds.

Material guarantee

As of 31 December 2005, the Company granted guarantees
respectively to bank loan totaling RMB8.0702 million
(originally: US$1 million) to Nanjing Panda Information
Industry Co., Ltd., bank loan of RMB5 million to Nanjing
Panda Mechnical Machinery Co. Ltd. and bank loan of 16
million to Nanjing Panda Accurate Machinery Co., Ltd., all of
which are its controlling subsidiaries.

The said guarantees totaling RMB29.072 million, representing
2.31% of the Company’s net asset, are provided to controlling
subsidiaries. The gearing ratio of the above units receiving
guarantees were over 70%.

The Company did not provide any guarantee to any
independent third parties other than its subsidiaries, nor to
any controlling shareholder, ultimate controller or its
connected parties.

Arrangement of Share Reform Plan

Panda Electronic Group Limited, the controlling shareholder
of the Company, is the only holder of Non-circulating Shares
(holding 54.20% of the total share capital) and is currently
communicating with the Company, intermediate institution
and holders of Circulating Shares to formulate Share Reform
Plan.

The Company will commence the Share Reform Plan in the
second quarter of 2006.
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At the general meeting on 29 June 2005, the proposal for
reappointment of Shing Wing Certified Accountants and
Horwath Hong Kong CPA Limited respectively as the PRC and
international auditors of the Company for 2005 was
considered and approved.

On 23 February 2006, the Board of Directors of the Company
resolved to remove Shing Wing Certified Public Accountants
and appoint Yue Hua Certified Public Accountants Co., Ltd.
as its PRC auditors of the Company for the year 2005 and the
resolution will be submitted for the next general meeting for
consideration and ratification.

(Please refer to announcements dated 23 Febuary 2006
published in the Shanghai Securities News, China Securities
Journal, Hong Kong Ta Kung Pao and The Standard on 24
February 2006 for details)

Horwath Hong Kong CPA Limited was appointed for six
consecutive years to provide audit services to the Company.
Yue Hua Certified Public Accountants Co., Ltd. was appointed
for the first year by the Company to provide audit services.

Please refer to page 52" Corporate Governance Report” for
the remuneration for such two certified public accountants
for the year.

During the Reporting Period, none of the Company, the Board
of Directors or Director was administratively penalized or
publicly criticised by any regulatory authorities.
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To reduce the risk brought to the Company due to the inability
of Nanjing Panda Mobile Communication Equipment
Company Limited (“Panda Mobile”) to repay the debt, the
Company entered into an agreement with Panda Mobile and
Jiangsu Province Investment Management Company Limited
("Jiangsu Investment Management”). The major contents of
the Agreement are as follows: as of 9 March 2005, Panda
Mobile owed the Company a debt of RMB500 million. The
Company agreed the debt of RMB500 million owed by Panda
Mobile to be transferred to Jiangsu Investment Management
and the debt would be paid by Jiangsu Investment
Management to the Company. After the execution of the
agreement, the Company actively negotiated with Jiangsu
Investment Management to coordinate the payment of debt.
Jiangsu Investment Management has proposed to arrange
for the tranfer of an asset for the repayment of debt. The
asset is under examination and auditing of the Company.
The Company will make further announcement upon the
confirmation of debt payment proposal which is subject to
the independent shareholders’ approval at the shareholders’
meeting of the Company.

(Please refer to the announcements of the Company published
in the Shanghai Securities News, China Securities Journal on
14 March 2005 and dated 18 March 2005, 9 September
2005 and 21 February 2006 and published in Hong Kong Ta
Kung Pao and The Standard on 21 March 2005, 12 September
2005 and 22 February 2006 respectively for details.)
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10.

Other Events

(M

Tax Policies

The Company is registered in High and New Technology
Development Zone in Nanjing which is approved by
the State Council as a national high and new
technology zone. The Company has been approved by
the Jiangsu Provincial Technological Commission as a
high and new technology enterprise, which is entitled
to the preferential income tax treatment of 15% up to

the present moment.

Basic medical insurance for employees

The Company acted pursuant to the Provisional
Regulations on Basic Medical Insurance for Employees
i HR B T AR BE R IR

E1T#7E) (the “Regulations”) and implemented a

in Nanjing Municipality (B8 =

medical insurance scheme for its employees since 1
January 2001.
retired employees of the Company were charged to

Medical expenses of the existing and

staff welfare benefits payable. Upon the
implementation of new Regulations, the Company will
pay the premiums for such medical insurance scheme
which are equivalent to 8% of the total salaries of all
of the existing employees of the Company and will
grant appropriate amount of allowance in addition to
the medical premiums for employees who have serious
illness and fall within the medical scheme. The total
allowance given in 2005 totalled at RMB1.5 million.
Save as the aforesaid premiums, the Company will not
be responsible for other medical expenses payable.
The 8% contribution to the medical insurance scheme
and serious illness allowance are charged to staff
welfare benefits payable, and the basis on which the
staff welfare benefits payable are calculated remains
unchanged, i.e., will still be based on 14% of the total
salaries of all of the existing employees of the Company.
Accordingly, this change in policy has no material effect
on the consolidated income statement and

consolidated balance sheet.



