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DIRECTORS’ REPORT

The Directors present their annual report together with the audited
financial statements of the Company for the year ended 31st
December, 2004.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The principal
activities of the Company’s subsidiaries are set out in note 13 to the

financial statements.

CHANGE OF THE COMPANY’S NAME

Pursuant to a special resolution passed at an extraordinary general
meeting held on 1st March, 2004, the name of the Company was
changed from Guorun Holdings Limited BB 122A% B R A & to Geely
Automobile Holdings Limited & F|/3 812 B R A &) .

RESULTS
The results of the Group for the year ended 31st December, 2004

are set out in the consolidated income statement on page 53.

The directors now recommend the payment of a final dividend of
HK1 cent per share to the shareholders on the register of members
on 25th May, 2005, amounting to HK$41,203,000.

PROPERTY, PLANT AND EQUIPMENT

Details of movements during the year in the property, plant and
equipment of the Group and the Company are set out in note 12 to

the financial statements.

SHARE CAPITAL

Details of the share capital of the Company are set out in note 23 to
the financial statements.
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B RESERVES

FAREBRARAFEEZ BT EHNE Details of the movements during the year in the reserves of Group
578 Zixa A E e = R SRR 24 - and the Company are set out in the consolidated statement of
changes in equity on page 57 and in note 24 to the financial

statements.
£= DIRECTORS
FARBEARAREHIRZARTESHT ¢ The directors of the Company during the year and up to the date of

this report were:

WITES - Executive directors:

BEYISLE  £fE Mr. He Xuechu, Chairman

BEE A Mr. Ku Wai Kwan

B A Mr. Zhou Teng

FEBAEE Mr. Wong Hing Kwok

RIS A Mr. Xu Xing Yao

SREASCAE Mr. Zhang Zhe

MG EE Mr. Nan Yang

e bt (RZZZTWF Mr. Ang Siu Lun, Lawrence  (appointed on
—A=-+=H 23rd February, 2004)
L)

B IEHITES ¢ Independent non-executive directors:

TEREE Mr. Lee Cheuk Yin, Dannis

RIS A (R=ZZZTWFNA Mr. Song Lin (appointed on
Zt+tEBEEE) 27th September, 2004)

QUBAE S A (R=—ZEZRF=AtA Mr. Liu Ming Hui (resigned on
BHT) 7th March, 2005)

BBARNA Z ABERMAEIOKRKIL6 In accordance with Articles 99 and 116 of the Company’s Articles of
& BEYLAE - TEELE - FSR%EE Association, Messrs. He Xuechu, Wong Hing Kwok, Lee Cheuk Yin,
RRMELEBRERERTBERGERS Dannis and Song Lin shall retire from office at the forthcoming annual

R A BRI FEEEES - general meeting and, being eligible, offer themselves for re-election.

B EMITEE W ME FEEE - WABEAR The independent non-executive directors have no fixed term of office
NRAZBBERAUNERARRRRBAFERS and will be subject to retirement by rotation and re-election at the
LR R ERET o annual general meeting of the Company in accordance with the

Company'’s Articles of Association.
Geely Automobile Holdings Limited
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DIRECTORS’ REPORT

DIRECTORS’ SERVICE CONTRACTS

None of the directors, being proposed for re-election at the
forthcoming annual general meeting, has a service contract with
the Company or its subsidiaries which is not determinable by the
Group within one year without payment of compensation, other than

statutory compensation.

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND
SHORT POSITIONS IN THE SECURITIES OF THE COMPANY
AND ITS ASSOCIATED CORPORATIONS

As at 31st December, 2004, the interests and short positions of the
directors in the securities of the Company and its associated
corporations, within the meaning of Part XV of the Securities and
Futures Ordinance (the “SFQO”), which were required to be notified
to the Company and The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) pursuant to Part XV of the SFO, including
interests and short positions which they were deemed or taken to
have under such provisions of the SFO, or which are required,
pursuant to Section 352 of the SFO, to be entered in the register
referred to therein, or which are required, pursuant to the Model
Code for Securities Transactions by Directors of Listed Companies
contained in the Rules Governing the Listing of Securities on the
Stock Exchange (the “Listing Rules”) to be notified to the Company
and the Stock Exchange are as follows:
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M %=
(@) ARERAHERGERE0.027T 2 BBR

(1) Long position
(a) Ordinary shares of HK$0.02 each of the Company

YN rd
RHEE REBDL
EEE8 514 Number of shares Shareholding
Name of director Capacity in the Company percentage (%)
BEYSEE () NS 2,500,000,000 60.68
Mr. He Xuechu (Note) Corporate 2,500,000,000 60.68
BEE A (W) NS 2,500,000,000 60.68
Mr. Ku Wai Kwan (Note) Corporate 2,500,000,000 60.68
A LA (Hit) NS 2,500,000,000 60.68
Mr. Zhou Teng (Note) Corporate 2,500,000,000 60.68
K#5# : Proper Glory Holdings Inc. ([Proper Glory]) Note: ~ Proper Glory Holdings Inc. (“Proper Glory”) is a private company

RNRBRARESEMALZILART -
VAHBESEE  SFNEEERAF -
Fortune Door Investment Limited }&2Venture
Link Assets Limited 5l B = FEH32%
32% - 28% N8% - BNEEBRAFR
MEBREZESTMRLZILARTE - B
PHMEETRAEFTERTEE RS
Fortune Door Investment Limited /7 548
B STMKL 2 FAART] - A2 AR
BITRABEEEEEERES ° Venture
Link Assets Limited AR B iR 2 B & 7
BRI ZFANRT] - B2 EEBEITRASHE
fEEEERMAA - BEOEERRRAE
FBRANTES - MBFHELERERE
FRIRARRES -

incorporated in the British Virgin Islands and is beneficially owned
as to 32% by Mr. He Xuechu, as to 32% by Geely Group Limited,
as to 28% by Fortune Door Investment Limited and as to 8% by
Venture Link Assets Limited. Geely Group Limited is a private
company incorporated in the British Virgin Islands, the entire issued
share capital of which is beneficially owned by Mr. Li Shu Fu.
Fortune Door Investment Limited is a private company incorporated
in the British Virgin Islands, the entire issued share capital of which
is beneficially owned by Mr. Ku Wai Kwan. Venture Link Assets
Limited is a private company incorporated in the British Virgin
Islands, the entire issued share capital of which is beneficially
owned by Mr. Zhou Teng. Mr. He Xuechu is the chairman of the
Company and a director of the Company, and Messrs. Ku Wai
Kwan and Zhou Teng are directors of the Company.
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(b) BBAKE

EEHA
Name of director

Akt

Mr. Ang Siu Lun, Lawrence

(2) %=
RZZBENF+=—A=+—H8 " #
BAEMESE  TBRHRES 25
ZATHEEARRISEREEEZ
BAn SRABRIRR (D Z A TAR

FERR

BB ES R RNF+ A
=1+—R  mEAREIREES M A EES
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hEAERSORA
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(b) Share options

ERREZ

HEROEE
Underlying REBDL
g4 number of shares Shareholding
Capacity in the Company percentage (%)
EnEAA 35,000,000 0.85
Beneficial Owner 35,000,000 0.85

(2) Short position
None of the directors, chief executives nor their associates had
any interest on the short position in any shares or underlying
shares of the Company or any of its associated corporations as
at 31st December, 2004.

SUBSTANTIAL SHAREHOLDERS

Save as disclosed below, as at 31st December, 2004, the Company
had not been notified of any other person (other than the directors
or the chief executive of the Company) who had an interest or a
short position in the shares and underlying shares of the Company
as recorded in the register required to be kept by the Company
pursuant to Section 336 of the SFO.
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BB ZHFE Long position in shares
RHEHE

=t g4 HiEER REEe2ER REE D (%)

Number of shares

Direct Deemed Shareholding
Name Capacity interest interest percentage (%)
Proper Glory (ffzt) EnAA 2,500,000,000 - 60.68
Proper Glory (Note) Beneficial owner 2,500,000,000 60.68
Deutsche Bank EmEE A 223,370,000 5.42

Aktiengesellschaft

Deutsche Bank Beneficial owner 223,370,000 5.42

Aktiengesellschaft

et -

Proper Glory A7 I iR Z B & 1Az
ZIART] > WHBBYELE - HHE
EBPRAA] - Fortune Door Investment
Limited }&2Venture Link Assets Limited7>
PIEBHEAR32% » 32%  28% 8% ©
FHEEERADASNEBRELHSHT
MRZZFARE - E2HEBITARH
FEBEEERMS © Fortune Door
Investment Limited SRR Z B & 5T
MRZZFAART - HEHEBETRAR
HmEFELREERMAA ° Venture Link
Assets Limited 7278 S8 fL B S 7Tk
SNZAANRT AR HEETIRAAE
BEEERES - BEEVEERANRT
IERARANES - MEFELERAE
BARERIASRRRESE -

Note:

Proper Glory is a private company incorporated in the British Virgin
Islands and is beneficially owned as to 32% by Mr. He Xuechu, as
to 32% by Geely Group Limited, as to 28% by Fortune Door
Investment Limited and as to 8% by Venture Link Assets Limited.
Geely Group Limited is a private company incorporated in the British
Virgin Islands, the entire issued share capital of which is beneficially
owned by Mr. Li Shu Fu. Fortune Door Investment Limited is a
private company incorporated in the British Virgin Islands, the entire
issued share capital of which is beneficially owned by Mr. Ku Wai
Kwan. Venture Link Assets Limited is a private company
incorporated in the British Virgin Islands, the entire issued share
capital of which is beneficially owned by Mr. Zhou Teng. Mr. He
Xuechu is the chairman of the Company and a director of the
Company, and Messrs. Ku Wai Kwan and Zhou Teng are directors
of the Company.
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SHARE OPTIONS

Particulars of the Company’ share option scheme are set out in note
31 to the financial statements.

The following table discloses movements in the Company’s share
options during the year.

®
R —EEINE
—Z2ERE +=A
B -A—-H G FR =t-H
768 i RATHE B&i B i RATHE
Exercise  Outstanding Granted  Cancelled Outstanding
= TRAR price at during during at
Director Exercisable period per share 1.1.2004 the year the year 31.12.2004
B
HK$
HOmEE 23.2.2004 - 22.2.2009 0.95 - 35,000,000 - 35,000,000
Ang Siu Lun, Lawrence 23.2.2004 - 22.2.2009 0.95 - 35,000,000 - 35,000,000

ARTBRBREE - FENE-A—+=F
GIECTRES LS EEN PGl
BBH08IT -

EERRFAMXEBERE ZEREETIR
FLEABREMNE - MRFAERZRER
BEAREE B PKIBE TR MEEERERE
HERERMIEE - Bl - NRRRIESRRAE
BREZIFNEESEIA  LAgEerEX
LERTSRRELRE -

RIS = I

B
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The closing price of the Company’s shares immediately before 23rd
February, 2004, the date of grant of the 2004 options, was HK$0.83.

The directors are of the view that the value of the theoretical value of
the options granted during the year depends on a number of variables
which are either difficult to ascertain or can only be ascertained on
a number of theoretical basis and speculative assumptions.
Accordingly, the directors of the Company believed that any
calculation of the value of the options will not be meaningful and

may be misleading to shareholders in the circumstances.
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DIRECTORS’ REPORT

ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

Other than the share options disclosed above, at no time during the
year was the Company, its holding company or any of its subsidiaries,
a party to any arrangements to enable the directors of the Company
to acquire benefits by means of the acquisition of shares in, or

debentures of, the Company or any other body corporate.

DIRECTORS’ INTERESTS IN CONTRACTS OF
SIGNIFICANCE

Details of transactions between the Group and other companies under
the control of Mr. He Xuechu during the year are set out in note 32
to the financial statements.

Save as disclosed above, no contracts of significance to which the
Company, its holding company or any of its subsidiaries, was a party
and in which a director of the Company had a material interest,
whether directly or indirectly, subsisted at the end of the year or at
any time during the year.

CONNECTED TRANSACTIONS

During the year, the Group entered into certain related party
transactions which also constitute connected transactions under the
Listing Rules. Details of these transactions are set out in note 32 to

the financial statements.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES
Neither the Company nor any of its subsidiaries purchased, sold or

redeemed any of the Company’s listed securities during the year
ended 31st December, 2004.
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PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
Articles of Association, or the laws of Cayman Islands, which would
oblige the Company to offer new shares on a pro-rata basis to existing

shareholders.

MAJOR CUSTOMERS AND SUPPLIERS

The percentage of purchases attributable to the Group’s five largest
suppliers and the largest supplier are 40% and 12%, respectively,

of the Group’s total purchases for the year.

The percentage of sales attributable to the Group’s five largest
customers and the largest customer are 81% and 49%, respectively,
of the Group’s total sales for the year. Zhejiang Haoging Automaobile
Manufacturing Company Limited, a subsidiary of Zhejiang Geely
Automobile Company Limited, an associate of the Company, is the
Company’s largest customer.

Save as disclosed above, at no time during the year did the directors,
their associates, or shareholders of the Company, which to the
knowledge of the directors owns more than 5% of the Company’s
share capital, have an interest in any of the Group’s five largest

customers or suppliers.

CORPORATE GOVERNANCE

The Company has complied throughout the year ended 31st
December, 2004 with the Code of Best Practice (the “Code”) as set

out in Appendix 14 of the Listing Rules which were then inforce.
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AUDIT COMMITTEE

The Company has an audit committee which was established in
accordance with the requirements of the Code for the purpose of
reviewing and providing supervision over the Group’s financial
reporting processes and internal controls. The audit committee
comprises Messrs. Lee Cheuk Yin, Dannis and Song Lin, who are

the independent non-executive directors of the Company.

Upon the resignation of Mr. Liu Ming Hui on 7th March, 2005, the
Company has only two independent non-executive directors and audit
committee members. Thus, the Company is temporarily unable to
strictly comply with the relevant rules 3.10 and 3.21 of the Listing
Rules requiring the Company to retain at all times a minimum of
three independent non-executive directors and audit committee
members. The Board is in the process of identifying a potential
candidate to fill the vacancy and is expecting the new appointment

to be finalised soon.

SUFFICIENCY OF PUBLIC FLOAT
Rule 8.08 of the Listing Rules requires at least 25% of the issued

share capital of the Company to be held in public hands. Based on
the information available and within the knowledge of the directors
as at 27th April, 2005 (the latest practicable date prior to the issue

of the annual report), such obligation has been complied with.
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% BRD AUDITORS

BEAFAS LIRS BRIEREE) o fiE A resolution will be submitted to the annual general meeting to re-

B GRTAITT AR A R EAN 2 REE - appoint Messrs. Deloitte Touche Tohmatsu as auditors of the
Company.

REEEG On behalf of the Board

BEE29 He Xuechu

FE Chairman

—ETRFMAZT\H 28th April, 2005
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