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BUSINESS REVIEW

The Group completed the Financial Restructuring in June 2002 of
which the entire property investment segment and the 49% interests
in information and technology (“IT”) related businesses were disposed
of to the former holding company. The management are of the view
that the Group has reduced the indebtedness and finance costs to a
large extent upon the completion of Financial Restructuring thereby
improving the Group’s financial position and enabling the Group to
release the major loss-making factors. Therefore, the Financial
Restructuring helped the Group to get rid of the loss-making factor,
which will bring positive effects on the Group’s future operating

position.

Pursuant to a special resolution passed by shareholders in a special
general meeting on 2nd July, 2002, the name of the Company was
changed from South China Information and Technology Limited to
Guorun Holdings Limited signifying the change in ownership and

management of the Company.

During the year, the Group was principally engaged in IT related
business, implementation and the marketing of software applications,
property development and investment. Group’s turnover amounted
to approximately HK$71,820,000 representing an decrease
approximately 36% over the previous year, out of which
HK$67,928,000 and HK$3,892,000 was attributable to IT related

businesses and property investment, respectively.
BUSINESS DEVELOPMENT

The Group is committed to explore suitable business opportunities
and new investments that can help the Group to resume to a profit-

making position and facilitate long-term growth potential.

The Management considers that there will be a dramatic growth of
the domestic sales and production of automobiles in the PRC after
PRC’s successful accession to the World Trade Organisation. As
such, PRC automobile industry is a prosperous industry and
penetration into this industry can enable the Group to enjoy the
long-term growth potential. In view of this, on 30th March, 2003,
the Company entered into the Joint Venture Agreement (“JV
Agreement”) with Geely Group, a renowned automobile
manufacturing private enterprise in the PRC, to establish a sino-

foreign Joint Venture Company (“the JV Company”) named as
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Analvsis

Zhejiang Geely Guorun Automobile Company Limited. The JV
Company will engage in the research and development, production,
marketing and sales of sedans and related accessories as well as the

provision of related after-sales services in the PRC.

Pursuant to the JV Agreement, the registered capital of the JV
Company will be RMB108,000,000 and will be beneficially owned
as to 53.2% by Zhejiang Geely Automobiles Limited (“Zhejiang
Geely”) and as to 46.8% by the Company, respectively. The total
investment of the JV Company will be RMB200,000,000, out of
which is the automobile production facility with net book value of
RMB57,450,000 contributed by Zhejiang Geely and the remaining
part of automobile production facility with net book value of
RMB91,820,000 will be transferred to the JV Company and
accounted for as shareholders’ advance. As such, the maximum
capital commitment of the Company in the JV Company will be
RMB50,730,000.

The cooperation with Geely Group represents a march towards the

Group’s goal for corporate re-engineering.

EXPERTISE IN AUTOMOBILE INDUSTRY

Despite the extensive experience and business network of the existing
management, the Group has played an active role in recruiting the
management expertise in the automobile field to join the
management team and the Board to complement with the Group’s

development in the area of automobile manufacturing.

Subsequent to the year end date, the Group successfully appointed
Mr. Xu Xing Yao, Mr Liu Hong Yuan and Dr Dong Xing Quan in
order to strengthen the experience and expertise of the Company’s

management team in the automobile business.

WORKING CAPITAL AND FINANCIAL RESOURCES

As at 31st December, 2002, the Group’s cash and bank balances
amounted to HK$2,523,000 (2001: HK$17,290,000). Total bank and
other borrowings amounted to HK$2,345,000 (2001:
HK$122,687,000), out of which HK$1,220,000 (20071:
HK$82,715,000) was classified as non-current liabilities.
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EMPLOYEES” REMUNERATION POLICY

The total number of employees as at 31st December, 2002 was
about 200. In addition to competitive remuneration packages,
remuneration packages are reviewed annually by the management
and have taken into account the comparable level of the market.
The Group also participates in the Mandatory Provident Fund Scheme
in Hong Kong and state-managed retirement benefit scheme in the
PRC.

OUTLOOK

According to the estimation by the experts, the automobile
expenditure in the PRC is expected to surpass that of the United
States in 15 years’ time, and will rank first among the global auto
manufacturing countries within 10 to 15 years. According to the
State Economic and Trade Commission, the automobile industry of
the PRC has experienced significant growth in 2002. During the
year, the production volume and turnover attributable to automobile
industry surged 38.5% and 71%, respectively and the production
volume exceeded 1,000,000 units, accounting for a growth of 52.7%.
In addition, expenditure on sedans by individuals reached 60% of
their household income. Given the rapid growth in the PRC’s
economy and people’s spending power, it is expected that the

automobile industry is a prosperous business.

The Group plans to seize the enormous opportunities and growth
potential of the PRC’s automobile industry in the coming 10 years
by expanding the scope of cooperation with Geely Group with an

intention to maximizing shareholders’ return on investments.
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