GEELY

SnliZEEERBRAS]
GEELYAUTOMOBILE HOLDINGS LIMITED

(Incorporated in the Cayman Islands with limited liability)
(Stock Code : 0175)

*
D=

19th Asian Games GEELYAUTO

’#ﬁ, PRINTED WITH Hangzhou 2022
\J SOY I N K ™ Official Prestige Partner of the 19th Asian Games Hangzhou 2022

aaaaaaaa

Eﬁg FSC™ C008061




CONTENTS
4

Corporate Information 2
Independent Review Report 3
Condensed Consolidated Income Statement 4
Condensed Consolidated Statement of 5

Comprehensive Income

Condensed Consolidated Statement of 6
Financial Position

Condensed Consolidated Statement of 8
Changes in Equity

Condensed Consolidated Statement of 10
Cash Flows

Notes to the Unaudited Interim Financial Report 11

Management Discussion and Analysis 43




CORPORATE INFORMATION

Executive Directors:

Mr. Li Shu Fu (Chairman)

Mr. Yang Jian (Vice Chairman)

Mr. Li Dong Hui, Daniel (Vice Chairman)
Mr. Gui Sheng Yue (Chief Executive Officer)
Mr. An Cong Hui

Mr. Ang Siu Lun, Lawrence

Ms. Wei Mei

Independent Non-executive Directors:

Mr. Lee Cheuk Yin, Dannis
Mr. Yeung Sau Hung, Alex
Mr. An Qing Heng

Mr. Wang Yang

Audit Committee:

Mr. Lee Cheuk Yin, Dannis (Committee’s Chairman)
Mr. Yeung Sau Hung, Alex

Mr. An Qing Heng

Mr. Wang Yang

Remuneration Committee:

Mr. Yeung Sau Hung, Alex (Committee’s Chairman)
Ms. Wei Mei

Mr. Lee Cheuk Yin, Dannis

Mr. Wang Yang

Nomination Committee:

Mr. Wang Yang (Committee’s Chairman)
Mr. Gui Sheng Yue

Mr. Lee Cheuk Yin, Dannis

Mr. Yeung Sau Hung, Alex
Company Secretary:

Mr. Cheung Chung Yan, David

Auditor:
Grant Thornton Hong Kong Limited

Legal Advisor on Hong Kong Law:
Sidley Austin

Legal Advisor on Cayman Islands Law:

Maples and Calder

2 // GEELY AUTOMOBILE HOLDINGS LIMITED

Principal Bankers in Hong Kong
(in alphabetical order):

Bank of America, N.A.

Bank of China (Hong Kong) Limited

China CITIC Bank International Limited

Citigroup Global Markets Asia Limited

DBS Bank Limited

Industrial and Commercial Bank of China (Asia) Limited

ING Bank N.A., Hong Kong Branch

Standard Chartered Bank (Hong Kong) Limited

The Hongkong and Shanghai Banking Corporation
Limited

Principal Bankers in the People’s
Republic of China (in alphabetical order):
Bank of China Limited

China Everbright Bank Company Limited
Industrial Bank Company Limited

Head Office and Principal Place of
Business:

Room 2301, 23rd Floor, Great Eagle Centre,

23 Harbour Road, Wan Chai,

Hong Kong

Telephone: (852) 2598 3333

Facsimile: (852) 2598 3399

Email: general@geelyauto.com.hk

Registered Office:

P.0O. Box 309, Ugland House,
Grand Cayman, KY1-1104,
Cayman Islands

Hong Kong Share Registrars & Transfer Office:

Union Registrars Limited

Suites 3301-04, 33/F.,

Two Chinachem Exchange Square,
338 King’s Road, North Point
Hong Kong

Investor & Media Relations:

Prime International Consultants Limited

Listing Information:

The Stock Exchange of Hong Kong Limited
Stock Code: 0175

Company’s Website:

http://www.geelyauto.com.hk



INDEPENDENT REVIEW REPORT

Q GrantThornton
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To the Board of Directors of Geely Automobile Holdings Limited
(incorporated in the Cayman Islands with limited liability)

Introduction

We have reviewed the interim financial report of Geely Automobile Holdings Limited (the “Company”) and its subsidiaries
(together, the “Group”) set out on pages 4 to 42 which comprises the condensed consolidated statement of financial
position as at 30 June 2020 and the related condensed consolidated income statement, condensed consolidated statement
of comprehensive income, condensed consolidated statement of changes in equity and condensed consolidated statement
of cash flows for the six-months period then ended, and other explanatory notes. The Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited require the preparation of an interim financial report to be in
compliance with the relevant provisions thereof and Hong Kong Accounting Standard 34 “Interim Financial Reporting”
issued by the Hong Kong Institute of Certified Public Accountants. The directors of the Company are responsible for
the preparation and presentation of this interim financial report in accordance with Hong Kong Accounting Standard 34
“Interim Financial Reporting”.

Our responsibility is to express a conclusion, based on our review, on this interim financial report and to report our
conclusion solely to you, as a body, in accordance with our agreed terms of engagement, and for no other purpose. We
do not assume responsibility towards or accept liability to any other person for the contents of this report.

Scope of Review

We conducted our review in accordance with Hong Kong Standard on Review Engagements 2410, “Review of Interim
Financial Information Performed by the Independent Auditor of the Entity” issued by the Hong Kong Institute of Certified
Public Accountants. A review of interim financial report consists of making inquiries, primarily of persons responsible
for financial and accounting matters, and applying analytical and other review procedures. A review is substantially less
in scope than an audit conducted in accordance with Hong Kong Standards on Auditing and consequently does not
enable us to obtain assurance that we would become aware of all significant matters that might be identified in an audit.
Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the interim financial report as at
30 June 2020 is not prepared, in all material respects, in accordance with Hong Kong Accounting Standard 34 “Interim
Financial Reporting”.

Grant Thornton Hong Kong Limited
Certified Public Accountants

Level 12

28 Hennessy Road

Wanchai

Hong Kong

17 August 2020

Ng Ka Kong
Practising Certificate No.: P06919
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CONDENSED CONSOLIDATED
INCOME STATEMENT

For the six months ended 30 June 2020

Six months ended 30 June

2020 2019
Note RMB’000 RMB’000
(Unaudited) (Unaudited)
Revenue 3 36,819,775 47,558,617
Cost of sales (30,518,177) (39,089,518)
Gross profit 6,301,598 8,469,099
Other income 4 670,880 612,616
Distribution and selling expenses (2,189,590) (2,256,165)
Administrative expenses, excluding share-based payments (2,674,541) (2,454,944)
Share-based payments 22 (2,428) (3,350)
Finance income, net 5(a) 88,523 48,646
Share of results of associates 22,092 41,769
Share of results of joint ventures 12 423,606 306,917
Profit before taxation 5 2,640,140 4,764,588
Taxation 6 (320,194) (717,540)
Profit for the period 2,319,946 4,047,048
Attributable to:
Equity holders of the Company 2,296,753 4,009,475
Non-controlling interests 23,193 37,573
Profit for the period 2,319,946 4,047,048
Earnings per share
Basic 8 RMB24.73 cents RMB44.39 cents
Diluted 8 RMB24.70 cents RMB43.92 cents

The notes on pages 11 to 42 are an integral part of this interim financial report. Details of dividends payable to equity
holders of the Company are set out in note 7.
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CONDENSED CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME

For the six months ended 30 June 2020

Six months ended 30 June

2020 2019
RMB’000 RMB’000
(Unaudited) (Unaudited)
Profit for the period 2,319,946 4,047,048
Other comprehensive expense (after tax of RMBNIl) for the period:
[tem that may be reclassified subsequently to profit or loss:
— Exchange differences on translation of financial statements
of foreign operations (94,971) (58,586)
Total comprehensive income for the period 2,224,975 3,988,462
Attributable to:
Equity holders of the Company 2,202,605 3,951,490
Non-controlling interests 22,370 36,972
Total comprehensive income for the period 2,224,975 3,988,462

The notes on pages 11 to 42 are an integral part of this interim financial report.
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CONDENSED CONSOLIDATED STATEMENT OF

FINANCIAL POSITION

As at 30 June 2020

As at As at
30 June 2020 31 December 2019
Note RMB’000 RMB’000
(Unaudited) (Audited)
Non-current assets
Property, plant and equipment 9 26,509,278 27,070,318
Intangible assets 10 18,091,200 17,597,628
Land lease prepayments 3,191,473 3,230,845
Goodwill 42,806 42,806
Interests in associates 11 429,285 462,387
Interests in joint ventures 12 8,800,077 8,375,076
Trade and other receivables 14 655,941 268,899
Deferred tax assets 980,542 865,606
58,700,602 57,913,565
Current assets
Inventories 13 4,231,679 4,820,776
Trade and other receivables 14 24,940,752 25,844,914
Income tax recoverable 134,488 26,714
Pledged bank deposits 33,627 40,393
Bank balances and cash 20,174,223 19,281,216
49,514,769 50,014,013
Current liabilities
Trade and other payables 15 41,956,697 47,873,315
Lease liabilities 29,536 37,223
Income tax payable 265,442 615,894
42,251,675 48,526,432
Net current assets 7,263,094 1,487,581
Total assets less current liabilities 65,963,696 59,401,146
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CONDENSED CONSOLIDATED STATEMENT OF
FINANCIAL POSITION (CONTINUED)

As at 30 June 2020

As at As at
30 June 2020 31 December 2019
Note RMB’000 RMB’000
(Unaudited) (Audited)

CAPITAL AND RESERVES
Share capital 18 179,629 167,733
Perpetual capital securities 19 3,413,102 3,413,102
Reserves 56,964,699 50,854,791
Equity attributable to equity holders of the Company 60,557,430 54,435,626
Non-controlling interests 564,921 488,840
Total equity 61,122,351 54,924,466

Non-current liabilities

Trade and other payables 15 230,549 -
Bonds payable 16 2,111,073 2,060,085
Lease liabilities 15,007 26,366
Bank borrowings 17 2,121,930 2,089,110
Deferred tax liabilities 362,786 301,119
4,841,345 4,476,680
65,963,696 59,401,146

The notes on pages 11 to 42 are an integral part of this interim financial report.
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CONDENSED CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY

For the six months ended 30 June 2020

Attributable to equity holders of the Company

Share Non-
Share Share Capital ~ Statutory ~ Tranglation option  Accumulated controlling
capital premium reserve reserve reserve reserve profits — Sub-total interests Total
RVB'000  RMB'000  RMB'000  RMB'000  RMB'O0  RMB'O00  RMB'000  RMB'000 RVMB'000  RMB'000
(Unaudited)  (Unaudited) ~ (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited) ~ (Unaudited) — (Unaudited)  (Unaudited)  (Unaudited)
Balance at 1 January 2019 164,470 6,692,207 164,790 310,398 (B,117) 378,096 37,206,043 44943977 430,741 45,374,718
Profit for the period - - - - - - 4009475 4009475 37573 4,047,048
Qther comprehensive expense:
Exchange differences on translation of
financial statements of foreign operations - - - - (57,989) - - (657,985) (601) (68,586)
Total comprehensive income for the period - - - - (57,985) - 4009475 3,951,490 36,972 3,988,462
Transactions with owners:
Shares issued under share option scheme
(note 18(a)) 2286 622,555 - - - (181,565) - 443276 - 443276
Equity settled share-based payments
(note 22) - - - - - 3,350 - 3,350 - 3,350
Transfer upon forfeiture of share options - - - - - (13,331) 13,381 - - -
Transfer of reserves - - - 45,240 - - (45,240) - - -
Dividend paid to non-controlling interests - - - - - - - - (15,694) (15,694)
Final dividend declared and approved in
respect of the previous year (note 7) - - - - - - (2,805,760 (2,805,760) - (2,805,760)
Total transactions with owners 2280 622,555 - 45,240 - (191,546) (2,837,609 (2,359,134) (15,694)  (2,374,828)
Balance at 30 June 2019 166,756 7,314,852 164,790 355,638 (90,1020 186,550 38,437,849 46,536,333 452,019 46,988,352
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CONDENSED CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY (CONTINUED)

For the six months ended 30 June 2020

Attributable to equity holders of the Company

Perpetual Share Non-
Share capital Share Capital  Statutory  Translation option  Accumulated controlling
capital  securities  premium reserve reserve reserve reserve profits Sub-total interests Total
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB000 RMB'000  RMB'000  RMB000
(Unaudited)  (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)  (Unaudited) (Unaudited) (Unaudited)
Balance at 1 January 2020 167,733 3413102 7,591,592 164,790 355,638 17,640 100301 42,624830 54,435,626 488,840 54,924,466
Profit for the period - 42 - - - - - 22534 2,296,753 23198 2,319,946
QOther comprehensive expense:
Exchange differences on
translation of financial
statements of foreign
operations - - - - - (94,148) - - (94,148) (823) (94,97)
Total comprehensive income
for the period - 412 - - - (94,148) - 22534 2,202,605 2310 2224975
Transactions with owners:
Capital contribution from non-
controlling interests - - - - - - - - - 53,711 53,711
Shares issued under share option
scheme (note 18(a) 845 - 231,529 - - - (60,306) - 172,068 - 172,068
Shares issued upon placement
(note 18(0)) 11,051 - 5,926,085 - - - - - 5,937,136 - 5937,13
Distribution paidl on perpetual
capital securies (note 7) - (1,412 - - - - - - (1,412 - (1,412
Equity settled share-based
payments (note 22) - - - - - - 2428 - 2428 - 2428
Transfer upon forfeiture of share
options - - - - - - (11,161) 11,161 - - -
Transfer of reserves - - - - 4,301 - - (4,435) (44) - (44)
Final dividend declared and
approved in respect of the
previous year (note 7) - - - - - - - (2120977 2,1209m) - (2120977)
Total transactions with owners 11,806 (M412) 6,157,614 - 4,391 - (69,039)  (2,114,251) 3,919,199 5711 3,972,910
Balance at 30 June 2020 179,629 3413102 13,749,206 164,790 360,029 (76,508) 3,262 42735920 60,557,430 564921 61,122,351

The notes on pages 11 to 42 are an

integral part of this interim financial report.
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CONDENSED CONSOLIDATED STATEMENT OF

CASH FLOWS

For the six months ended 30 June 2020

Six months ended 30 June

2020 2019
RMB’000 RMB’000
Note (Unaudited) (Unaudited)
Cash flows from operating activities
Profit before taxation 2,640,140 4,764,588
Adjustments for non-cash items 2,058,095 1,491,101
Operating profit before working capital changes 4,698,235 6,255,689
Net changes in working capital (7,104,704) 280,419
Cash (used in)/generated from operations (2,406,469) 6,536,108
Income taxes paid (831,689) (1,381,940)
Net cash (used in)/generated from operating activities (3,238,158) 5,154,168
Cash flows from investing activities
Purchase of property, plant and equipment (588,191) (2,165,560)
Additions of intangible assets (1,871,040) (2,311,344)
Additions of land lease prepayments - (95,895)
Settlement of payables for acquisition of subsidiaries in previous
year - (1,265,277)
Proceeds from disposal of subsidiaries in previous year 507,135 -
Proceeds from disposal of property, plant and equipment 18,537 70,469
Change in pledged bank deposits 6,766 (8,338)
Additional capital injection in a joint venture - (1,600,000)
Investment in an associate 11 (490) -
Interest received 96,769 98,114
Net cash used in investing activities (1,830,514) (7,277,831)
Cash flows from financing activities
Dividends paid to non-controlling interests - (15,694)
Distribution paid on perpetual capital securities 7 (71,412) -
Proceeds from issuance of shares upon exercise of share options 18(a) 172,068 443,276
Proceeds from issuance of shares upon placement 18(b) 5,937,136 -
Payment of lease liabilities (19,046) (6,366)
Interest paid (67,518) (57,896)
Net cash generated from financing activities 5,951,228 363,320
Net increase/(decrease) in cash and cash equivalents 882,556 (1,760,343)
Cash and cash equivalents at the beginning of the period 19,281,216 15,737,196
Effect of foreign exchange rate changes 10,451 19,327
Cash and cash equivalents at the end of the period,
represented by bank balances and cash 20,174,223 13,996,180

The notes on pages 11 to 42 are an integral part of this interim financial report.
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NOTES TO THE UNAUDITED
INTERIM FINANCIAL REPORT

For the six months ended 30 June 2020

1. BASIS OF PREPARATION

The interim financial report (the “Interim Financial Report”) has been prepared in accordance with the applicable
disclosure provisions of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited, including compliance with Hong Kong Accounting Standard (“HKAS”) 34 “Interim Financial Reporting”
(“HKAS 34”) issued by the Hong Kong Institute of Certified Public Accountants. It was authorised for issue on
17 August 2020.

The Interim Financial Report is presented in thousands of Renminbi (“RMB’000”), unless otherwise stated.

The Interim Financial Report does not include all the information and disclosures required in the annual financial
statements, and should be read in conjunction with the Company and its subsidiaries’ (together referred to as
the “Group”) annual financial statements for the year ended 31 December 2019.

2. ADOPTION OF NEW AND AMENDED HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”)

(i) New and amended HKFRSs that are effective for annual periods beginning or after 1
January 2020

The accounting policies and methods of computation used in the preparation of the Interim Financial Report
are consistent with those used in the annual financial statements for the year ended 31 December 2019,
except for the adoption of the following new and amended HKFRSs effective as of 1 January 2020. The
Group has not early adopted any other standard, interpretation or amendment that has been issued but
not yet effective.

Amendments to HKFRS 3 Definition of a Business

Amendments to HKFRS 9, HKAS 39 and Interest Rate Benchmark Reform
HKFRS 7

Amendments to HKAS 1 and HKAS 8 Definition of Material

The adoption of the new and amended HKFRSs had no material impact on how the results and financial
position for the current and prior periods have been prepared and presented.

INTERIM REPORT 2020 // 11



NOTES TO THE UNAUDITED
INTERIM FINANCIAL REPORT (CONTINUED)

For the six months ended 30 June 2020

2. ADOPTION OF NEW AND AMENDED HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)

(i) Issued but not yet effective HKFRSs

At the date of authorisation of this Interim Financial Report, certain new and amended HKFRSs have been
published but are not yet effective, and have not been adopted early by the Group.

HKFRS 17 Insurance Contracts?

Amendments to HKFRS 3 Reference to the Conceptual Framework®

Amendments to HKFRS 10 and HKAS 28 Sale or Contribution of Assets between an Investor and
its Associate or Joint Venture*

Amendments to HKFRS 16 Covid-19-Related Rent Concessions'

Amendments to HKAS 16 Property, Plant and Equipment — Proceeds before
Intended Use?®

Amendments to HKAS 37 Onerous Contracts — Cost of Fulfilling a Contract®

Amendments to HKFRSs Annual Improvements to HKFRSs 2018-2020°

Effective for annual periods beginning on or after 1 June 2020

Effective for annual periods beginning on or after 1 January 2021

Effective for annual periods beginning on or after 1 January 2022

Effective date not yet determined

Effective for business combinations for which the acquisition date is on or after the beginning of the first annual
period beginning on or after 1 January 2022

[S N L

The Group is in the process of making an assessment of what the impact of these developments is expected
to be in the period of initial application. So far it has concluded that the adoption of them is unlikely to
have a significant impact on the Group’s consolidated financial statements.
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NOTES TO THE UNAUDITED
INTERIM FINANCIAL REPORT (CONTINUED)

For the six months ended 30 June 2020

3.

REVENUE AND SEGMENT INFORMATION

Revenue

Revenue from sales of automobiles, automobile parts and components and licensing of intellectual properties,
net of value-added taxes (“VAT”) or related sales taxes and net of discounts, was generally recognised at a
point in time when the customers obtain possession of and control of the promised goods or the right to use of
the intellectual properties in the contract. Revenue was mainly derived from customers located in the People’s
Republic of China ("PRC”).

Six months ended 30 June

2020 2019
RMB’000 RMB’000
(Unaudited) (Unaudited)
Revenue from contracts with customers within the scope
of HKFRS 15 “Revenue from Contracts with Customers”
(“HKFRS 15”)
Disaggregated by major products
— Sales of automobiles 33,720,437 44,979,288
— Sales of automobile parts and components 2,675,112 2,151,102
— Licensing of intellectual properties 424,226 428,227
36,819,775 47,558,617

Segment information

The chief operating decision-maker has been identified as the executive directors of the Company collectively,
who determine the operating segments of the Group and review the Group’s internal reporting in order to assess
performance and allocate resources. All of the Group’s business operations relate to the production and sales of
automobiles, automobile parts and related automobile components and licensing of related intellectual properties
with similar economic characteristics. Accordingly, the executive directors review the performance of the Group
as a single business segment. No separate analysis of the reportable segment results by operating segment is
necessary.

OTHER INCOME

Six months ended 30 June

2020 2019

RMB’000 RMB’000

(Unaudited) (Unaudited)

Government grants and subsidies (note) 615,190 499,603
Gain on disposal of scrap materials 28,867 17,010
Rental income 9,060 12,209
Sundry income 17,763 83,794
670,880 612,616

Note: Government grants and subsidies mainly related to cash subsidies from government in respect of operating
and research and development activities which are either unconditional grants or grants with conditions
having been satisfied.
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NOTES TO THE UNAUDITED
INTERIM FINANCIAL REPORT (CONTINUED)

For the six months ended 30 June 2020

5. PROFIT BEFORE TAXATION

Profit before taxation has been arrived at after charging/(crediting):

Six months ended 30 June

2020 2019
RMB’000 RMB’000
(Unaudited) (Unaudited)
(@) Finance income and costs
Finance costs
Effective interest expense on bonds payable 1,826 1,194
Coupon expense on bonds payable 38,027 37,331
Interest on lease liabilities 1,662 1,489
Interest on bank borrowings wholly repayable within five years 27,981 19,625
69,496 59,639
Finance income
Bank and other interest income (158,019) (108,285)
Net finance income (88,523) (48,646)
(b) Staff costs (including directors’ emoluments)
Salaries, wages and other benefits 2,150,748 2,726,948
Retirement benefit scheme contributions (note 21) 119,331 200,666
Equity settled share-based payments (note 22) 2,428 3,350
2,272,507 2,930,964
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NOTES TO THE UNAUDITED
INTERIM FINANCIAL REPORT (CONTINUED)

For the six months ended 30 June 2020

5.

PROFIT BEFORE TAXATION (Continued)

Profit before taxation has been arrived at after charging/(crediting) (Continued):

Six months ended 30 June

2020 2019
RMB’000 RMB’000
(Unaudited) (Unaudited)
(c) Other items
Depreciation:
— Owned assets 1,079,437 676,518
— Right-of-use assets (including land lease prepayments) 58,302 49,971
Total depreciation 1,137,739 726,489
Amortisation of intangible assets (related to capitalised product
development costs) 1,377,468 1,116,123
Research and development costs 343,909 370,958
Cost of inventories 30,518,177 39,089,518
Provision for inventories 17,729 -
Lease charges on short-term leases and leases with lease term
shorter than 12 months 10,370 10,956
Net loss on disposal of property, plant and equipment 7,243 17,155
Net foreign exchange loss 162,610 1,601
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NOTES TO THE UNAUDITED
INTERIM FINANCIAL REPORT (CONTINUED)

For the six months ended 30 June 2020

6.

TAXATION
Six months ended 30 June
2020 2019
RMB’000 RMB’000
(Unaudited) (Unaudited)
Current tax:
— PRC enterprise income tax 417,315 888,100
— Qver-provision in prior years (43,852) (11,088)
373,463 877,062
Deferred tax (563,269) (159,522)
320,194 717,540

Hong Kong profits tax has not been provided as the Hong Kong incorporated companies within the Group had
no estimated assessable profits in Hong Kong for the six months ended 30 June 2020 and 2019.

The income tax provision of the Group in respect of its operations in the PRC has been calculated at the applicable
tax rate on the estimated assessable profits for the period based on the existing legislation, interpretations and
practises in respect thereof. The PRC enterprise income tax rate is 25% (six months ended 30 June 2019: 25%).

Pursuant to the relevant laws and regulations in the PRC, certain PRC subsidiaries of the Group obtained the
High and New Technology Enterprises qualification. Accordingly, they enjoyed a preferential income tax rate of
15% for the six months ended 30 June 2020 and 2019.

According to relevant laws and regulations promulgated by the State Administration of Taxation of the PRC that
was effective from 2018, enterprises engaging in research and development activities were entitled to claim
175% of their research and development costs so incurred as tax deductible expenses when determining their
assessable profits for that year (“Super Deduction”). The Group made its best estimate for the Super Deduction
to be claimed for the Group’s PRC subsidiaries in ascertaining their assessable profits for the six months ended
30 June 2020 and 2019.

The share of results of associates and joint ventures in the condensed consolidated income statement is after
income taxes accrued in the appropriate income tax jurisdictions.

Taxation arising in other jurisdictions is calculated at the rates prevailing in the relevant jurisdictions.

DIVIDENDS

During the current period, a final dividend for the year ended 31 December 2019 of Hong Kong dollars (“HK$”) 0.25
(six months ended 30 June 2019: HK$0.35) per ordinary share, amounting to approximately RMB2,120,977,000
(six months ended 30 June 2019: RMB2,805,760,000), has been declared and approved by the shareholders
at the annual general meeting of the Company. The 2019 final dividend was paid in July 2020 and reflected as
dividends payable in the Interim Financial Report.

In addition, the Company made a distribution on perpetual capital securities of RMB71,412,000 (six months ended
30 June 2019: RMBNIl) to the securities holders during the six months ended 30 June 2020.
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NOTES TO THE UNAUDITED
INTERIM FINANCIAL REPORT (CONTINUED)

For the six months ended 30 June 2020

8.

EARNINGS PER SHARE

(@)

(b)

Basic earnings per share

The calculation of the basic earnings per share for the period is based on the profit attributable to equity
holders of the Company of RMB2,296,753,000 (six months ended 30 June 2019: RMB4,009,475,000)
and the weighted average number of ordinary shares of 9,288,710,418 shares (six months ended 30 June
2019: 9,033,162,673 shares), calculated as follows:

Weighted average number of ordinary shares
Six months ended 30 June

2020 2019

(Unaudited) (Unaudited)

Issued ordinary shares at 1 January (note 18) 9,166,997,540 8,981,612,540
Effect of share options exercised 38,839,950 51,550,133
Effect of shares issued upon placement 82,872,928 -
Weighted average number of ordinary shares at 30 June 9,288,710,418 9,033,162,673

Diluted earnings per share

The calculation of diluted earnings per share for the period is based on the profit attributable to equity
holders of the Company of RMB2,296,753,000 (six months ended 30 June 2019: RMB4,009,475,000)
and the weighted average number of ordinary shares of 9,296,957,635 shares (six months ended 30 June
2019: 9,128,450,173 shares), calculated as follows:

Weighted average number of ordinary shares (diluted)
Six months ended 30 June

2020 2019

(Unaudited) (Unaudited)

Weighted average number of ordinary shares (basic) at 30 June 9,288,710,418 9,033,162,673
Effect of deemed issue of shares under the Company’s share

option scheme 8,247,217 95,287,500

Weighted average number of ordinary shares (diluted) at 30 June 9,296,957,635 9,128,450,173
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NOTES TO THE UNAUDITED
INTERIM FINANCIAL REPORT (CONTINUED)

For the six months ended 30 June 2020

9.

10.

PROPERTY, PLANT AND EQUIPMENT

The movements of the property, plant and equipment for the period/year are set out below:

As at As at
30 June 2020 31 December 2019
RMB’000 RMB’000
(Unaudited) (Audited)

Net carrying amount
At the beginning of the period/year 27,070,318 23,422,617
Adjustment from the adoption of new HKFRS - 68,721
Restated at the beginning of the period/year 27,070,318 23,491,338
Additions 563,107 3,836,414
Acquisition through business combinations - 1,713,308
Disposals (25,780) (64,145)
Disposed of through disposal of subsidiaries - (468,147)
Depreciation (1,098,367) (1,438,450)
At the end of the period/year 26,509,278 27,070,318

The Group has obtained the right to use office and factory premises through the tenancy agreement. The leases
typically run on an initial period of two to ten years. The Group makes fixed payments during the contract period.
There was no addition to right-of-use assets during the six months ended 30 June 2020 and 2019.

As at 30 June 2020, the carrying amount of the Group’s right-of-use assets in relation to the buildings are

RMB48,000,000 (as at 31 December 2019: RMB66,930,000).

INTANGIBLE ASSETS

The movements of the intangible assets for the period/year are set out below:

As at As at
30 June 2020 31 December 2019
RMB’000 RMB’000
(Unaudited) (Audited)

Net carrying amount
At the beginning of the period/year 17,597,628 14,993,188
Additions 1,871,040 4,606,090
Acquisition through business combinations - 356,393
Disposed of through disposal of subsidiaries - (141,358)
Amortisation (1,377,468) (2,216,685)
At the end of the period/year 18,091,200 17,597,628
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NOTES TO THE UNAUDITED
INTERIM FINANCIAL REPORT (CONTINUED)

For the six months ended 30 June 2020

11.

INTERESTS IN ASSOCIATES

As at As at

30 June 2020 31 December 2019

RMB’000 RMB’000

(Unaudited) (Audited)

Share of net assets 432,634 465,736
Goodwill - 663
Impairment loss recognised (3,349) (4,012)
429,285 462,387

On 20 December 2018, Zhejiang Jirun Automobile Company Limited* ¥T & E/SE AR A &) (“Jirun Automobile”),
an indirect 99% owned subsidiary of the Company, entered into an investment agreement (the “Investment
Agreement 17) with Contemporary Amperex Technology Company Limited* ZE{ERF A HaEREHID B R A 7]
(“CATL Battery”), an independent third party, pursuant to which the parties agreed to establish an associate
company, namely Times Geely Power Battery Company Limited" BrXZHFEN HEMER AT (“Times Geely”).
Pursuant to the terms of the Investment Agreement 1, Times Geely will be owned as to 49% by Jirun Automobile
and as to 51% by CATL Battery, respectively. The registered capital of Times Geely will be RMB1,000,000,000,
and will be contributed as to 49% (equivalent to RMB490,000,000) in cash by Jirun Automobile and as to 51%
(equivalent to RMB510,000,000) in cash by CATL Battery, respectively.

During the six months ended 30 June 2020, the Group and CATL Battery contributed RMB490,000 and
RMB510,000, respectively, to Times Geely. Details of the capital expenditure commitments as at 30 June 2020

are set out in note 20.

During the six months ended 30 June 2020, dividends amounting to RMB40,361,000 (six months ended 30 June
2019: RMBNIl) were declared by an associate to the Group.

# The English translation of the names of the companies established in the PRC is for reference only. The official names
of these companies are in Chinese.
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NOTES TO THE UNAUDITED

INTERIM FINANCIAL REPORT (CONTINUED)

For the six months ended 30 June 2020

12. INTERESTS IN JOINT VENTURES

As at As at

30 June 2020 31 December 2019

RMB’000 RMB’000

(Unaudited) (Audited)

Share of net assets 8,800,077 8,375,076
Represented by:

Cost of unlisted investments 7,279,102 7,279,102

Unrealised gain on disposal of a subsidiary to a joint venture (14,943) (14,943)

Share of post-acquisition results and other comprehensive income 1,535,918 1,110,917

8,800,077 8,375,076

Details of the Group’s joint ventures as at 30 June 2020 and 31 December 2019 were as follows:

Place of Form of
establishments  business Particulars of Proportion of ownership
Name of joint ventures and operations  structure registered capital interest held by the Group  Principal activities
As at As at
30 June 31 December
2020 2019
Genius Auto Finance Company ~ PRC Incorporated  RMB4,000,000,000 80% 80%  Vehicles financing business
Limited* (“Genius AFC’)
ARESRERAA
LYNK & CO Investment PRC Incorporated  RMB7,500,000,000 50% 50%  Manufacturing and sales
Co., Ltd.* ('LYNK & CO of vehicles under the
Investment”) “Lynk&Co” brand
EnREBRAT
Zhejiang Geely AISIN Automatic  PRC Incorporated  United States dollars 40% 40%  Manufacturing and sales
Transmission Company (“US$") 117,000,000 of front-wheel drive
Limited* (“Zhejiang AISIN’) 6-speed automatic
HIEHECRSE RS transmissions and related
BRAF parts and components
# The English translation of the names of the companies established in the PRC is for reference only. The official names

of these companies are in Chinese.
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For the six months ended 30 June 2020

12.

INTERESTS IN JOINT VENTURES (Continued)

Summarised financial information of the Genius AFC, LYNK & CO Investment and its subsidiaries (“LYNK & CO
Group”) and Zhejiang AISIN, adjusted for any differences in accounting policies, and a reconciliation to the carrying
amount in the condensed consolidated statement of financial position, were disclosed below:

Genius AFC LYNK & CO Group
As at As at As at As at
30 June 31 December 30 June 31 December
2020 2019 2020 2019
RMB’000 RMB’000 RMB’000 RMB’000
(Unaudited) (Audited) (Unaudited) (Audited)
Non-current assets 964,121 977,093 11,425,782 9,808,742
Current assets 37,559,367 34,403,287 10,222,573 8,443,630
Current liabilities (23,959,124) (23,826,322) (9,394,875) (7,1983,560)
Non-current liabilities (9,395,903) (6,808,757) (3,478,970) (2,475,687)
Net assets 5,168,461 4,745,301 8,774,510 8,583,125
The above amounts of assets and liabilities
include the following:
Cash and cash equivalents 3,193,569 3,225,994 2,585,956 1,595,023
Current financial liabilities (excluding trade
and other payables and provisions) (21,079,865) (20,869,696) (1,007,505) (6,313)
Non-current financial liabilities (excluding
trade and other payables and provisions) (9,395,903) (6,808,757) (1,001,458) (3,205)
Zhejiang AISIN
As at As at
30 June 31 December
2020 2019
RMB’000 RMB’000
(Unaudited) (Audited)
Non-current assets 1,151,165 210,524
Current assets 472,285 570,611
Current liabilities (131,796) (25,597)
Non-current liabilities (759,164) -
Net assets 732,490 755,538
The above amounts of assets and liabilities include the following:
Cash and cash equivalents 329,704 544,347
Current financial liabilities (excluding trade and other payables
and provisions) - -
Non-current financial liabilities (excluding trade and other payables
and provisions) (540,164) -
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NOTES TO THE UNAUDITED
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For the six months ended 30 June 2020

12. INTERESTS IN JOINT VENTURES (Continued)

Summarised financial information of the Genius AFC, LYNK & CO Investment and its subsidiaries (“LYNK & CO
Group”) and Zhejiang AISIN, adjusted for any differences in accounting policies, and a reconciliation to the carrying

amount in the condensed consolidated statement of financial position, were disclosed below (Continued):

Genius AFC LYNK & CO Group
Six months ended 30 June
2020 2019 2020 2019
RMB’000 RMB’000 RMB’000 RMB’000
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
Revenue 1,525,181 1,002,965 8,039,385 7,609,439
Profit for the period 423,160 232,700 188,594 266,184
Other comprehensive income for the
period - _ 2,791 _
Total comprehensive income
for the period 423,160 232,700 191,385 266,184
Dividend received from the joint ventures - - - -
The above profit for the period including
the following:
Depreciation and amortisation (15,820) (6,248) (668,458) (455,804)
Interest income 1,489,746 978,305 16,675 5,253
Interest expenses (612,561) (470,764) (17,864) (31)
Income tax expense (141,053) (77,567) (13,187) (95,815)
Zhejiang AISIN
Six months ended 30 June
2020 2019
RMB’000 RMB’000
(Unaudited) (Unaudited)
Revenue - -
Loss for the period (23,048) (80,838)
Other comprehensive income for the period - -
Total comprehensive expense for the period (23,048) (30,838)
Dividend received from the joint venture - -
The above loss for the period including the following:
Depreciation and amortisation (556) (93)
Interest income 3,057 463

Interest expenses - -
Income tax expense - -
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For the six months ended 30 June 2020

12.

13.

INTERESTS IN JOINT VENTURES (Continued)

Reconciliation of the above summarised financial information to the carrying amount of the Group’s interests in
joint ventures recognised in the condensed consolidated statement of financial position was as follows:

Genius AFC LYNK & CO Group
As at As at As at As at
30 June 31 December 30 June 31 December
2020 2019 2020 2019
RMB’000 RMB’000 RMB’000 RMB’000
(Unaudited) (Audited) (Unaudited) (Audited)
Net assets of the joint ventures 5,168,461 4,745,301 8,774,510 8,583,125
The Group’s effective interests in the
joint ventures 80% 80% 50% 50%

The Group’s share of the net assets of

the joint ventures 4,134,769 3,796,241 4,387,255 4,291,563
Unrealised gain on disposal of a subsidiary

to a joint venture - - (14,943) (14,943)
Carrying amount of the Group’s interests

in joint ventures 4,134,769 3,796,241 4,372,312 4,276,620

Zhejiang AISIN

As at As at

30 June 31 December

2020 2019

RMB’000 RMB’000

(Unaudited) (Audited)

Net assets of the joint venture 732,490 755,538

The Group’s effective interests in the joint venture 40% 40%

Carrying amount of the Group’s interests in joint venture 292,996 302,215
INVENTORIES

As at As at

30 June 2020 31 December 2019

RMB’000 RMB’000

(Unaudited) (Audited)

Raw materials 2,058,558 2,840,999

Work in progress 354,333 422,734

Finished goods 1,836,517 1,557,043

4,249,408 4,820,776

Less: provision for inventories (17,729) -

4,231,679 4,820,776
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For the six months ended 30 June 2020

14. TRADE AND OTHER RECEIVABLES

As at As at
30 June 2020 31 December 2019
Note RMB’000 RMB’000
(Unaudited) (Audited)
Trade and notes receivables
Trade receivables, net of loss allowance
— Third parties 397,568 622,228
— Joint ventures 253,285 261,436
— An associate 532,907 489,970
— Related companies controlled by the substantial
shareholder of the Company 914,826 1,179,681
(@) 2,098,586 2,653,315
Notes receivable (b) 17,809,137 17,210,523
19,907,723 19,763,838
Deposits, prepayments and other receivables
Prepayments to suppliers
— Third parties 180,502 277,245
— A joint venture 63 -
180,565 277,245
Deposits paid for acquisition of property, plant and
equipment 139,694 457,691
Dividends receivable from an associate (note 11) 40,361 -
Other contract costs (c) 307,622 -
Utility deposits and other receivables 773,367 1,270,529
VAT and other taxes receivables 4,112,315 4,304,742
5,553,924 6,310,207
Amounts due from joint ventures (d) 81,335 -
Amounts due from related companies controlled by the
substantial shareholder of the Company (d) 53,711 39,768
5,688,970 6,349,975
25,596,693 26,113,813
Representing:
— Current 24,940,752 25,844,914
— Non-current 655,941 268,899
25,596,693 26,113,813
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For the six months ended 30 June 2020

14. TRADE AND OTHER RECEIVABLES (Continued)

(@)

Trade receivables

The Group allows average credit periods ranged from 30 days to 90 days to its PRC customers from sales of
automobiles, automobile parts and components. In respect of the trade receivables from related companies
arising from the licensing of intellectual properties, they will be settled within five years in accordance with
the contract terms. Ageing analysis of the trade receivables of the PRC customers, based on invoice date
and net of loss allowance, at the reporting date was as follows:

As at As at

30 June 2020 31 December 2019

RMB’000 RMB’000

(Unaudited) (Audited)

0 - 60 days 354,458 1,128,532
61 — 90 days 32,764 117,568
91 — 365 days 605,279 262,680
Over 365 days 369,495 323,616
1,361,996 1,832,396

For overseas customers, the Group allows credit periods ranged from 30 days to 720 days. Ageing analysis
of the trade receivables of the overseas customers, based on invoice date and net of loss allowance, at
the reporting date was as follows:

As at As at

30 June 2020 31 December 2019

RMB’000 RMB’000

(Unaudited) (Audited)

0 - 60 days 452,687 119,792
61 — 90 days 22,835 90,208
91 — 365 days 160,754 410,858
Over 365 days 100,314 100,061
736,590 720,919

As at 30 June 2020, the Group has adopted average expected loss rate of 5% (as at 31 December
2019: 5%) on the gross carrying amounts of trade receivables amounted to RMB2,172,754,000 (as at 31
December 2019: RMB2,639,209,000). The loss allowance as at 30 June 2020 is RMB74,168,000 (as at
31 December 2019: RMB85,894,000).
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14. TRADE AND OTHER RECEIVABLES (Continued)

(b)

(c)

(d)

Notes receivable

All notes receivable are denominated in RMB. As at 30 June 2020 and 31 December 2019, all notes
receivable were guaranteed by established banks in the PRC and had maturities of less than six months
from the reporting date.

The Group does not hold the notes receivable until maturity but endorses or discounts these notes receivable
before maturity for the settlement of the Group’s creditors. Accordingly, notes receivable are classified as
financial assets at fair value through other comprehensive income — (recycling) in accordance with HKFRS
9 “Financial Instruments” and are stated at fair value. The fair value is based on the net present value
as at 30 June 2020 from expected timing of endorsements and discounting at the interest rates for the
respective notes receivable. The fair value is within level 2 of the fair value hierarchy.

Other contract costs

Other contract costs capitalised as at 30 June 2020 related to the costs incurred in providing internet
connectivity services that is used to satisfy the performance obligations for providing such services to
customers in the respective sales of automobile contracts at the reporting date. Contract costs are amortised
in line with the recognition of the respective revenue in accordance with the term of the contracts. There
was no impairment in relation to the contract costs capitalised during the period.

Amounts due from joint ventures/related companies
The amounts due are unsecured, interest-free and repayable on demand.
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15. TRADE AND OTHER PAYABLES

As at As at
30 June 2020 31 December 2019
Note RMB’000 RMB’000
(Unaudited) (Audited)
Trade and notes payables
Trade payables
— Third parties 23,994,401 30,544,446
— Associates 748,187 726,376
— Related companies controlled by the substantial
shareholder of the Company - 253,879
(@) 24,742,588 31,524,701
Notes payable (b) 2,756,543 2,233,280
27,499,131 33,757,981
Other payables
Receipts in advance from customers (c)
— Third parties 4,481,371 4,940,701
— An associate 1,356 -
— A joint venture 5,651 -
— Related companies controlled by the substantial
shareholder of the Company 395,694 -
4,884,072 4,940,701
Deferred government grants which conditions have not been
satisfied 965,937 1,459,964
Payables for acquisition of property, plant and equipment 2,452,641 2,795,722
Accrued staff salaries and benefits 575,992 1,253,715
VAT and other taxes payables 300,670 145,941
Dividends payable 2,125,598 -
Other accrued charges and payables 3,383,205 3,519,291
14,688,115 14,115,334
42,187,246 47,873,315
Representing:
— Current 41,956,697 47,873,315
— Non-current 230,549 -
42,187,246 47,873,315
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15. TRADE AND OTHER PAYABLES (Continued)

(@)

(b)

(c)

Trade payables
Ageing analysis of trade payables, based on invoice date, at the reporting date was as follows:

As at As at

30 June 2020 31 December 2019

RMB’000 RMB’000

(Unaudited) (Audited)

0 — 60 days 23,447,142 28,851,143
61 — 90 days 1,122,033 1,389,265
91 — 365 days 121,560 1,224,451
Over 365 days 51,853 59,842
24,742,588 31,524,701

Trade payables are non-interest bearing. The average credit period on the settlement of purchase invoice
is 60 days.

Notes payable

All notes payable are denominated in RMB and are notes paid and/or payable to third parties for the
settlement of trade payables. As at 30 June 2020 and 31 December 2019, all notes payable had maturities
of less than six months from the reporting date.

As at 30 June 2020 and 31 December 2019, the Group had no pledged bank deposits to secure the
notes payable.

Receipts in advance from customers

The amounts represent (i) the advance payments from customers for the sales of automobiles, automobile
parts and components, and (i) the obligation for service agreed to be part of the sales of automobiles, that
the respective revenue will be recognised when the performance obligation is satisfied after the automobiles,
automobile parts and components and services were delivered to the customers.

Six months ended 30 June

2020 2019
RMB’000 RMB’000
(Unaudited) (Unaudited)
Revenue recognised during the period that was included in the
receipts in advance from customers at the beginning of the period (4,940,701) (1,890,772)
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15. TRADE AND OTHER PAYABLES (Continued)

()

Receipts in advance from customers (Continued)

The transaction price allocated to the remaining unsatisfied or partially satisfied performance obligations
as at the reporting date was as follows:

As at As at

30 June 2020 31 December 2019

RMB’000 RMB’000

(Unaudited) (Audited)

Within one year 95,778 -
More than one year 230,549 -
326,327 -

As permitted under HKFRS 15, the above transaction price allocated to the unsatisfied contracts does not
include performance obligation from the Group’s contracts with customers for the sales of automobiles,
automobile parts and components and services that have an original expected duration of one year or less.
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16.

17.

BONDS PAYABLE

On 25 January 2018, the Company issued the bonds with an aggregate principal amount of US$300,000,000
(equivalent to approximately RMB1,944,690,000) (the “Bonds”). The Bonds carry interest at 3.625% per annum,
payable semi-annually in arrears on 25 January and 25 July of each year, and the maturity date is 25 January 2023.

The Bonds are listed on Singapore Exchange Securities Trading Limited. They constitute direct, unconditional,
unsubordinated and (subject to the terms and conditions of the Bonds) unsecured obligations of the Company
and shall at all times rank pari passu and without any preference among themselves. The payment obligations
of the Company under the Bonds shall, save for such exceptions as may be provided by applicable law and
subject to the terms and conditions of the Bonds, at all times rank pari passu with all its other present and future
unsecured and unsubordinated obligations.

The carrying amount of the Bonds at initial recognition net of transaction costs amounted to US$297,296,000
(equivalent to approximately RMB1,927,161,000) and the effective interest rate was 3.825% per annum. The
Bonds were measured at amortised cost at the reporting date.

The movements of the Bonds for the period/year are set out below:

As at As at
30 June 2020 31 December 2019
RMB’000 RMB’000
(Unaudited) (Audited)
Carrying amount

At the beginning of the period/year 2,060,085 2,047,822
Exchange differences 49,162 8,689
Interest expenses 1,826 3,574
At the end of the period/year 2,111,073 2,060,085

BANK BORROWINGS
As at As at
30 June 2020 31 December 2019
RMB’000 RMB’000
(Unaudited) (Audited)
Bank loans, unsecured 2,121,930 2,089,110

As at 30 June 2020 and 31 December 2019, the Group’s bank borrowings were carried at amortised cost,
repayable in July 2022 and interest-bearing at the London Interbank Offered Rates plus 0.95% per annum. Pursuant
to the facility agreement, it will be an event of default if Mr. Li Shu Fu is (i) no longer the single largest beneficial
shareholder of the Company, or (i) no longer beneficially owns at least 25% of the issued share capital of the
Company. In case of an event of default, the bank may by notice to the Company (a) cancel the loan facility, (b)
declare that all or part of the loan, together with accrued interest, be immediately due and payable, and/or (c)
declare that all or part of the loans be payable on demand.
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18. SHARE CAPITAL

Number of shares Nominal value
RMB’000
Authorised:
Ordinary shares of HK$0.02 each
At 31 December 2019 and 30 June 2020 (unaudited) 12,000,000,000 246,720
Issued and fully paid:
Ordinary shares of HK$0.02 each
At 1 January 2019 8,981,612,540 164,470
Shares issued under share option scheme 185,385,000 3,263
At 31 December 2019 and 1 January 2020 9,166,997,540 167,733
Shares issued under share option scheme (note (a)) 45,779,000 845
Shares issued upon placement (note (b)) 600,000,000 11,051
At 30 June 2020 (unaudited) 9,812,776,540 179,629

Notes:

(@) During the six months ended 30 June 2020, share options were exercised to subscribe for 45,779,000 ordinary shares
(six months ended 30 June 2019: 129,911,000 ordinary shares) of the Company at a consideration of approximately
RMB172,068,000 (six months ended 30 June 2019: RMB443,276,000) of which approximately RMB845,000 (six months
ended 30 June 2019: RMB2,286,000) was credited to share capital and approximately RMB171,223,000 (six months
ended 30 June 2019: RMB440,990,000) was credited to the share premium account. As a result of the exercise of share
options, share option reserve of RMB60,306,000 (six months ended 30 June 2019: RMB181,565,000) was transferred
to the share premium account.

(b) On 29 May 2020, the Company entered into a placing agreement (the “Placing Agreement”) with placing agents, to

procure not less than six placees who are independent third parties to the Company to subscribe for 600,000,000
placing shares at the placing price of HK$10.8 per placing share (the “Placing”). All conditions of the Placing Agreement
were fulfilled. The Placing was completed and fully subscribed on 5 June 2020. The gross proceeds from the Placing
amounted to approximately HK$6,480,000,000 (equivalent to approximately RMB5,967,432,000) and the related directly
attributable expenses were approximately HK$32,899,000 (equivalent to approximately RMB30,296,000).
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19.

20.

PERPETUAL CAPITAL SECURITIES

On 9 December 2019, the Company (the “Issuer”) issued 4% senior perpetual capital securities with an aggregate
principal amount of US$500,000,000 (equivalent to approximately RMB3,425,857,000) (the “Securities”) which are
listed on Singapore Exchange Securities Trading Limited at an issue price of 99.641%. Transaction costs relating
to the issue of the Securities amounted to approximately RMB12,755,000. Distribution is payable semi-annually
in arrears in equal instalments on 9 June and 9 December of each year based on the distribution rate as defined
in the subscription agreement. Distribution by the Issuer may be deferred at its sole discretion. The Securities
have no fixed maturity and are redeemable in whole, but not in part, at the Issuer’s option on 9 December 2024,
or any distribution payment date falling thereafter at their principal amounts together with any accrued, unpaid or
deferred distributions. While any distributions are unpaid or deferred, the Company will not declare, pay dividends
or make distributions or similar periodic payments in respect of, or repurchase, redeem or otherwise acquire any
securities of lower rank.

As the Securities do not contain any contractual obligation to pay cash or other financial assets, in accordance
with HKAS 32 “Financial Instruments: Presentation”, they are classified as equity for accounting purpose. Any
distributions made by the Issuer to the holders of the Securties will be deducted directly to equity in the condensed

consolidated financial statements.

COMMITMENTS

Capital expenditure commitments

As at the reporting date, the capital expenditure commitments not provided for in the condensed consolidated
financial statements were as follows:

As at As at
30 June 2020 31 December 2019
RMB’000 RMB’000
(Unaudited) (Audited)

Contracted but not provided for, net of deposits paid
— purchase of property, plant and equipment 2,674,178 2,239,904
— investment in a joint venture (note) 664,871 654,588
— investment in an associate (note 11) 489,510 490,000
3,828,559 3,384,492

Note:

On 12 June 2019, Shanghai Maple Guorun Automobile Company Limited® /&%= ¥ B /528 G R A & (“Shanghai Maple Guorun”),
an indirect 99% owned subsidiary of the Company, entered into an investment agreement (the “Investment Agreement 2”) with
LG Chem Ltd. (“LG Chem”), an independent third party, pursuant to which the parties agreed to establish a joint venture (the
“JV”) to principally engage in the production and sales of batteries for electric vehicles. Pursuant to the terms of the Investment
Agreement 2, the registered capital of the JV will be US$188,000,000 (equivalent to approximately RMB1,331,942,000), and
will be contributed as to 50% (US$94,000,000 or equivalent to approximately RMB664,871,000) and 50% (US$94,000,000 or
equivalent to approximately RMB664,871,000) by Shanghai Maple Guorun and LG Chem, respectively. As at 30 June 2020,
the formation of the JV had not yet been completed. Please refer to the Company’s announcement dated 12 June 2019 for
further details.
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20.

COMMITMENTS (Continued)

As lessee
As at the reporting date, the lease commitments for short-term leases were as follows:

As at As at
30 June 2020 31 December 2019
RMB’000 RMB’000
(Unaudited) (Audited)
Office and factory premises
— Within one year 220 826

As at 30 June 2020 and 31 December 2019, the Group leases a number of office and factory premises which
are qualified to be accounted for under short-term lease exemption under HKFRS 16 “Leases”.

As lessor

As at the reporting date, the total future minimum lease receipts in respect of certain portion of buildings and
plant and machinery under non-cancellable operating leases were receivables as follows:

As at As at
30 June 2020 31 December 2019
RMB’000 RMB’000
(Unaudited) (Audited)
Buildings

— Within one year 3,264 3,026
— After one year but within two years 10 1,518
— After two years but within three years 10 10
— After three years but within four years 10 10
— After four years but within five years 10 10
— After five years 11 15
3,315 4,589

Plant and machinery
— Within one year 3,514 3,109
— After one year but within two years 1,757 3,109
5,271 6,218
8,586 10,807

Leases are negotiated and rental are fixed for an initial period of two to ten years (as at 31 December 2019: two
to ten years).

# The English translation of the names of the companies established in the PRC is for reference only. The official names
of these companies are in Chinese.
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21.

RETIREMENT BENEFITS SCHEME

The Group participates in Mandatory Provident Fund Scheme (“MPF Scheme”) established under the Mandatory
Provident Fund Ordinance in December 2000. The assets of the scheme are held separately from those of the
Group in funds under the control of trustees.

For members of the MPF Scheme, the Group contributes 5% of the employees’ relevant income to the scheme.
Both the employer’s and the employees’ contributions are subject to a maximum of monthly relevant income of
HK$30,000 (equivalent to RMB25,000) per employee. Contributions to the plan vest immediately.

The employees of the Company’s subsidiaries in the PRC are members of a state-managed retirement benefit
scheme operated by the government of the PRC. The subsidiaries are required to contribute a fixed percentage
of the employees’ basic salary to the retirement benefit scheme to fund the benefit. The only obligation of the
Group in respect of the retirement benefit scheme is to make the specified contributions.

Contributions are made by the Company’s subsidiaries in other overseas countries to defined contribution
superannuation funds in accordance with the relevant laws and regulations in these countries.

For the six months ended 30 June 2020, the aggregate employer’s contributions made by the Group and charged
to the condensed consolidated income statement amounted to RMB119,331,000 (six months ended 30 June
2019: RMB200,666,000).
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22.

EQUITY SETTLED SHARE-BASED PAYMENT TRANSACTIONS

The Company operates a share option scheme for eligible participants of the Group. Details of the terms of the
scheme were set out in the Group’s annual financial statements for the year ended 31 December 2019.

2020 (Unaudited)

Exercise Granted Exercised Forfeited
Exercisable price Outstanding during during during Outstanding
period per share at1January the period the period the period at 30 June
HK$
Directors 23 March 2012 to 4.07 2,400,000 - - - 2,400,000
22 March 2022
Employees 18 January 2010 to 4.07 34,132,000 - (33,132,000) (1,000,000 -
17 January 2020
21 April 2010 to 4.07 4,060,000 - (4,000,000) (60,000) -
20 April 2020
23 March 2012 to 4.07 5,200,000 - (150,000) - 5,050,000
22 March 2022
2 June 2016 to 4.08 300,000 - (300,000) - -
1 June 2020
7 September 2019 to 15.96 600,000 - - - 600,000
6 September 2023
44,292,000 - (37,582,000) (1,060,000 5,650,000
Other eligible 2 June 2016 to 4.08 8,197,000 - (8,197,000) - -
participants 1 June 2020
31 March 2018 to 12.22 5,500,000 - - - 5,500,000
30 March 2022
14 January 2021 to 16.04 - 800,000 - - 800,000
13 January 2025
13,697,000 800,000 (8,197,000) - 6,300,000

60,389,000 800,000 (45,779,000) (1,060,000) 14,350,000
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22. EQUITY SETTLED SHARE-BASED PAYMENT TRANSACTIONS (Continued)
2019 (Unaudited)

Exercise Exercised Forfeited
Exercisable price Qutstanding during during Qutstanding
period per share at 1 January the period the period at 30 June
HK$
Directors 18 January 2010 to 4.07 37,300,000 (37,200,000) - 100,000
17 January 2020
23 March 2012 to 4.07 8,500,000 (6,100,000) - 2,400,000
22 March 2022
9 January 2016 to 2.79 14,130,000 (13,280,000) - 850,000
8 January 2020
59,930,000 (56,580,000) - 3,350,000
Employees 18 January 2010 to 4.07 150,134,000 (64,873,000) (10,000) 85,251,000
17 January 2020
21 April 2010 to 4.07 4,210,000 - - 4,210,000
20 April 2020
23 March 2012 1o 4.07 5,850,000 (600,000) - 5,250,000
22 March 2022
9 January 2016 to 2.79 7,670,000 (6,275,000) - 1,395,000
8 January 2020
2 June 2016 to 4.08 800,000 - - 800,000
1 June 2020
7 September 2019 to 15.96 600,000 - - 600,000
6 September 2023
169,264,000 (71,748,000) (10,000) 97,506,000
Other eligible 2 June 2016 to 4.08 11,450,000 (1,583,000) - 9,867,000
participants 1 June 2020
31 March 2018 to 12.22 5,500,000 - - 5,500,000
30 March 2022
16,950,000 (1,583,000) - 15,367,000
246,144,000 (129,911,000) (10,000 116,223,000

During the six months ended 30 June 2020, 800,000 options were granted on 14 January 2020 with total estimated
fair values of approximately RMB3,731,000. The closing price of the Company’s shares on the date on which the
options were granted was HK$16.04. The exercise price of the share options granted was HK$16.04 per share.
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22.

EQUITY SETTLED SHARE-BASED PAYMENT TRANSACTIONS (Continued)

The fair value of services received in return for share options granted is measured by reference to the fair value of
share options granted. The estimate of the fair values were measured based on Binomial Option Pricing Model.
The inputs into the model are as follows:

Share price HK$16.04
Exercise price HK$16.04
Expected volatility 48.08%
Expected life (expressed as weighted average life used in the modelling under

Binomial Option Pricing Model) 5 years
Risk-free interest rate 1.48%
Expected dividend yield 1.40%

Expected volatility was determined by using historical volatility of the Company’s share price, adjusted for any
expected changes to future volatility based on publicly available information. The expected life used in the model
has been adjusted, based on management’s best estimate, for the effects of non-transferability, exercise restrictions
and behavioural considerations. Expected dividends are based on historical dividends.

During the six months ended 30 June 2020, the Group recognised a total expense of RMB2,428,000 (six months

ended 30 June 2019: RMB3,350,000) in relation to share options granted by the Company and the share-based
payments were shown as a separate line item on the condensed consolidated income statement.
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23. MATERIAL RELATED PARTY TRANSACTIONS

In addition to the transactions/information disclosed elsewhere in the Interim Financial Report, during the period,
the Group had the following material transactions with related parties:

Six months ended 30 June

2020 2019
Name of related parties Nature of transactions RMB’000 RMB’000
(Unaudited) (Unaudited)
Related companies (notes (a) and (b))
Zhejiang Geely Automobile Company Limited* Sales of complete knock down kits 12,127,711 13,558,826
MIEMABERAR Sales of complete buildup units, complete knock 382,590 2,239,586
down kits and related after-sales parts (Proton Sales
Agreement)
Claims income on defective materials purchased 69,834 121,954
Purchase of complete buildup units 12,649,753 14,032,557
Claims paid on defective materials sold 71,669 66,888
Shenzhen Geely Automobile Sales Company Limited* Sales of complete buildup units (electric vehicles) 6,838 385,296
REN AR EERRAT
Zhejiang Geely Business Services Company Limited? Business travel services expenses 33,864 44122
AL EMEKREERAF
Yaou Automobile Manufacturing (Taizhou) Company Sales of powertrain and related components 104,570 75,125
Limited?
GEERERMBRAR
Zhejiang Haoging Automobile Manufacturing Company Sales of complete knock down kits 17,070,104 25,917,888
Limited* Sales of complete buildup units, complete 16,669 -
HIRERBREBRAT knock down kits and related after-sales parts
(Proton Sales Agreement)
Claims income on defective materials purchased 87,032 153,641
Purchase of complete buildup units 17,747,191 24,594,159
Claims paid on defective materials sold 86,203 153,714
Zhejiang Geely Automobile Parts and Components Purchase of automobile parts and components 313,245 2,184,136
Company Limiteg“ B Claims income on defective materials purchased 80 14,774
HIEMAET BT RERRAA
Guangzhou Geely New Energy Automobile Sales Sales of complete buildup units (electric vehicles) 8,093 374,715
Company*Limited* ‘
BMEMEER B EERRAT
Xian Geely New Energy Automobile Sales Company Sales of complete buildup units (electric vehicles) 8,345 115,611

Limited”
BEE AR B HEER A
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23. MATERIAL RELATED PARTY TRANSACTIONS (Continued)

In addition to the transactions/information disclosed elsewhere in the Interim Financial Report, during the period,
the Group had the following material transactions with related parties (Continued):

Six months ended 30 June

2020 2019

Name of related parties Nature of transactions RMB’000 RMB’000

(Unaudited) (Unaudited)

Related companies (notes (a) and (b))

Hangzhou Geely New Energy Automobile Sales Company ~ Sales of complete buildup units (electric vehicles) - 129,487
Limited*

MMEFIFR T EHEBR DA

Viridi E-Mobility Technology (Suzhou) Co., Ltd.* Purchase of automobile components (Automobile 25,366 3,929
BRABE SERITENERAF Components Procurement Agreement)

Viridi E-Mobility Technology (Ningbo) Company Limited*  Purchase of automobile components (Automobile 18,625 -
REEEERERERAF Components Procurement Agreement)

Fuzhou Geely Emgrand New Energy Automobile Sales Sales of complete buildup units (electric vehicles) 2,791 146,529
Q_ompanyl_iﬂwlted* ‘

RINEF BRI R HEBRAR

Hangzhou Youhang Technology Company Limited* Sales of complete buildup units (electric vehicles) 25,515 555,893
MMBTHRARAT]

Hubei Ecarx Company Limited* Purchase of automobile components (Automobile 458,254 503,732
ML EMAREARAR Components Procurement Agreement)

Zhejiang Ecarx Company Limited® Purchase of automobile components (Automobile 22,590 -
HLEMBERRERAR Components Procurement Agreement)

SCI Seating (Ningbo) Co., Ltd.* Purchase of automobile components (Automobile 41,985 -
FRERE(ER)BRAF Components Procurement Agreement)

Shanxi New Energy Automobile Industries Company Sales of complete knock down kits 421,011 -
Limitgd*‘ Purchase of complete buildup units 354,385 -
ISR RTE T EBRAF

Ningbo Geely Automobile R&D Company Limited* Licence fee income receivable 470,000 480,000
ERENABHARERRAT Research, development and technology support service 109,983 -

income
Purchase of automobile parts and components 14,499 -
Operational service income 33,476 -
Volvo Personvagnar AB Sales of powertrain and related components 201,139 -
Shanghai Meihuan Trade Company Limited* Sales of complete buildup units, complete knock 88,088 -

LEXRESERRA

down kits and related after-sales parts (Proton Sales
Agreement)
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23. MATERIAL RELATED PARTY TRANSACTIONS (Continued)

In addition to the transactions/information disclosed elsewhere in the Interim Financial Report, during the period,
the Group had the following material transactions with related parties (Continued):

Six months ended 30 June

2020 2019

Name of related parties Nature of transactions RMB’000 RMB’000
(Unaudited) (Unaudited)

Related companies (notes (a) and (b))

Geely Automobile Group Company Limited? Operational service fee 14,606 -
EHAREEBERAF

Geely Changxing Automatic Transmission Research, development and technology 21,117 -
Company Limited* support service income

EHEREPERRARDA

Feixian Lingji Chunhua Automobile Sales Service Sales of complete build-up units and related after-sales 22,081 -
Company Ltd.* parts, components and accessories

BRAERENEHERBERAA

Yishui Lingji Yuantong Automobile Sales Service Sales of complete build-up units and related after-sales 15,970 -
Company Ltd.* parts, components and accessories
MKER B EHEREERAR

Dongying Lingji Kaihua Automobile Sales Service Sales of complete build-up units and related after-sales 18,211 -
Company Ltd.* . parts, components and accessories
RERENEEHERKBRAR

Linyi Lingji Chunhua Automobile Sales Service Company  Sales of complete build-up units and related after-sales 53,680 -
Ltd.? parts, components and accessories

BrEEEE ERERBARAR

Linyi Lingji Maohua Automobile Sales Service Company ~ Sales of complete build-up units and related after-sales 55,966 -
Ltd.? parts, components and accessories
sk E B RERBERAR

Sichuan Geely Automobile Components Company Limited*  Sales of powertrain and related components 24,119 -

mIEH B ERAT

Fengsheng Automobile (Jiangsu) Company Limited" Sales of automobile parts and components 16,801 -
WA E (I BRAR

Taizhou Geely Luoyou Engine Company Limited" Acquisition of property, plant and equipments 153,152 -
AMENBEREDHRERLA]

Changsha Geely New Energy Automobile Sales Company ~ Sales of complete buildup units (electric vehicles) 71,879 -
Limited*

RYENHEREREERLT
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23. MATERIAL RELATED PARTY TRANSACTIONS (Continued)

In addition to the transactions/information disclosed elsewhere in the Interim Financial Report, during the period,
the Group had the following material transactions with related parties (Continued):

Six months ended 30 June

2020 2019
Name of related parties Nature of transactions RMB’000 RMB’000
(Unaudited) (Unaudited)

Associates
Mando (Ningbo) Automotive Parts Co., Limited?* Purchase of automobile parts and components 477,018 648,672

BHER)ETHHARAT
Closed Joint Stock Company BELGEE Sales of automobile parts and components 306,794 -
Joint ventures

Kaiyue Auto Pgrts Manufacture (Zhangjiakou) Co., Ltd.”  Sales of powertrain and related components 667,280 545,317
AR RERF D) ER A

LYNK & CO Automobile Sales Company Limited® Operational service income 67,996 -
FRAEHEFRAF

Yuyao LYNK & Cp Auto Parts Company Limited*" Sales of powertrain and related components 122,949 -
FhER BB BRAA

Genius AFC Interest income 62,442 -
EHABERERRA
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23.

24.

MATERIAL RELATED PARTY TRANSACTIONS (Continued)

In addition to the transactions/information disclosed elsewhere in the Interim Financial Report, during the period,
the Group had the following material transactions with related parties (Continued):

Notes:

(@) The Group and the related companies are under the common control of the substantial shareholder of 7T 2 Fl#% A%
£ BB AT Zhejiang Geely Holding Group Company Limited?, the Company’s ultimate holding company.

(b) The Group does not have the automobile catalogue issued by the National Development Reform Commission in the
PRC which is required to facilitate payment of the PRC consumption tax. The related companies referred to above
have the relevant automobile catalogue licence and therefore the sales of complete knock down kits to and purchase of
complete buildup units from related companies as set out above have been presented on a net basis in the condensed
consolidated income statement (to the extent that they are back-to-back transactions) since the said related companies
in effect only act as a channel to facilitate the payment of the PRC consumption tax. For the same reason, the related
claims income from and claims expenses paid to these related companies have also been presented on a net basis as
long as they are back-to-back transactions.

# The English translation of the names of the companies established in the PRC is for reference only. The official names
of these companies are in Chinese.

A The companies are the wholly-owned subsidiaries of LYNK & CO Investment.

EVENTS AFTER THE REPORTING DATE

Disposals of Chengdu Gaoyuan Automobile Industries Company Limited* f &SR /S8BT
B R 7] (“Chengdu Automobile”), Ningbo Beilun Geely Automotive Manufacturing Company
Limited* SRtHBEFAEREGR A A (“Ningbo Beilun”) and Ningbo Jining Automobile
Components Company Limited* ZF &5 2 /5EHZEHER 27 (“Ningbo Jining”)

On 8 July 2020, the Group and the companies owned by the Company’s ultimate holding company (“Ultimate
Holding Companies”) entered into certain disposal agreements pursuant to which the Group conditionally agreed
to sell, and the Ultimate Holding Companies conditionally agreed to acquire the entire equity interests of Chengdu
Automobile, Ningbo Beilun and Ningbo Jining for total cash considerations of approximately RMB76.3 million,
RMB729.4 million and RMB30.5 million, respectively.

As at 30 June 2020, the disposals had not yet been completed. Please refer to the Company’s announcement
dated 9 July 2020 for further details.

Exercise of call option by BNP Paribas Personal Finance (“BNPP PF”)

As per the Company’s announcement dated 16 December 2013, a call option (the “Call Option”) associated
with the agreement entered into between the Company and BNPP PF for the establishment of Genius AFC, to
engage in the vehicles financing business in the PRC. On 11 August 2020, BNPP PF served a written notice to
the Company on the exercise of the Call Option pursuant to which, subject to the agreement on the exercise
price and other terms, BNPP PF will acquire from the Company such additional equity interest in the Genius AFC
to increase its equity interest in Genius AFC up to 50%.

As at 30 June 2020, the exercise price of the Call Option and the exact percentage of equity interest in the Genius
AFC to be acquired by BNPP PF have not been determined and are subject to agreement by the parties. Please
refer to the Company’s announcement dated 12 August 2020 for further details.

# The English translation of the names of the companies established in the PRC is for reference only. The official names
of these companies are in Chinese.
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2020 Interim Results

The Board of Directors (the “Board”) of Geely Automobile
Holdings Limited (the “Company”) is pleased to announce
the unaudited interim results of the Company and its
subsidiaries (collectively, the “Group”) for the six months
ended 30 June 2020. These interim results have been
reviewed by the Company’s Audit Committee, comprising
solely the independent non-executive directors, one of
whom chairs the committee, and the Company’s auditor,
Grant Thornton Hong Kong Limited.

Overall Performance

The Group’s sales performance in the first half of 2020
was adversely affected by the outbreak of Covid-19 in
early 2020. lIts financial results were therefore below
the management’s expectations. Total sales volume of
passenger vehicles from Chinese indigenous brands
recorded a 29.0% year-on-year (“YoY”) decline during the
period, compared with a 22.4% YoY drop in the overall
passenger vehicle sales volume in the China market during
the same period, according to the data of China Association
of Automobile Manufacturers (“CAAM Data”). The Group’s
total sales volume in the China market decreased 17% YoY
to 510,873 units (including the sales volume of “Lynk&Co”
vehicles sold by the Group’s 50%-owned joint venture,
namely 87218 & B A7 (Lynk&Co Investment Co., Ltd.
or “Lynk&Co JV”) in the first half of 2020. The Group’s
export sales volume slid 49% YoY to 19,573 units in the
first half of 2020, as a result of the lockdown caused by
the outbreak of Covid-19 worldwide. The Group sold a total
of 530,446 units of vehicles (including the sales volume of
“Lynk&Co” vehicles sold by the Lynk&Co JV) in the first six
months of 2020, representing a 19% YoY decline from the
same period in 2019. Total revenue (excluding the revenue
of the Lynk&Co JV) decreased by 23% to RMB36.82 billion
during the period, mainly due to the lower sales volume and
the production disruption caused by the partial lockdown
in most areas in China in early 2020. Gross margin ratio in
the first half of 2020 was slightly affected but still relatively
stable. The 9% increase in administrative expenses during
the period was primarily attributable to the increase in
amortisation and depreciation expenses as a result of the
substantial investment in research and development and
new manufacturing facilities over the past years. As a result,
profit attributable to the equity holders of the Company
for the first half of 2020 was down 43% YoY to RMB2.30
billion. Diluted earnings per share (EPS) was down 44% to
RMB24.70 cents.

Financial Resources

Despite the lower revenues and operating profits in the first
half of 2020, the Group’s financial position remained healthy
at the end of June 2020. During the period, the Group
settled more trade payables to its suppliers to mitigate the
negative impact from the production disruption, resulting
in net cash outflows from operating activities. Thanks to
the placing of 600 million new shares completed in early
June 2020, the Group’s total cash level (bank balances
and cash + pledged bank deposits) increased slightly by
5% from the end of 2019 to RMB20.21 billion at the end
of June 2020, while its total borrowings (including bank
loans and the 5-year US$300 million 3.625% bonds due
2023 (the “Bonds”)) stayed at RMB4.23 billion, similar level
as at the end of 2019. Net cash on hand (total cash level
— total borrowings — perpetual capital securities) was up to
RMB12.6 billion, versus a net cash level of RMB11.8 billion
six months ago, offering a healthy cushion to protect the
Group from any further weakening in vehicle demand in
the China market. In addition, net notes receivable (bank
notes receivable — bank notes payable) at the end of June
2020 amounted to RMB15.1 billion, which could provide the
Group with additional cash reserves when needed through
discounting the notes receivable with the banks.

The Covid-19 pandemic has resulted in huge political
and economic uncertainties globally, posing significant
challenge to the Group’s business activities and thus its
future cash flow. To safeguard its financial strength and to
further enrich the Group’s financial cushion to cope with
a possible prolonged disruption to business activities, on
29 May 2020, the Group announced to issue and place
600 million new shares through placing agents to various
investors to raise net proceeds of HK$6,447 million. On 17
June 2020, the Company approved a preliminary proposal
for the possible issue of RMB Shares and listing on the
Science and Technology Innovation Board of the Shanghai
Stock Exchange (the “Sci-Tech Board”) (the “Proposed
RMB Share Issue”). The Proposed RMB Share Issue is
conditional upon and subject to, among other things,
market conditions, the approval of the shareholders at
the general meeting of the Company and the necessary
regulatory approval(s). The relevant shareholders’ approval
was obtained at an extraordinary general meeting held on
29 July 2020.
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The Group has been assigned credit ratings from both Standard & Poor’s Ratings Services and Moody’s Investors
Service. Standard & Poor’s corporate credit rating on the Group is currently “BBB-/Stable” and such rating has been
placed on “creditwatch negative” since 3 April 2020 due to challenging industry conditions after the global outbreak of
Covid-19. On 12 June 2020, Moody’s Investors Service confirmed the Group’s credit rating as “Baa3” issuer rating and
upgraded the outlook of the Company’s ratings from “rating under review” to “stable” on strong recovery of the Group’s
sales in China since April 2020.

Research and Development

During the first six months ended 30 June 2020, the Group recognised a total expense of RMB1,721.4 million (six months
ended 30 June 2019: RMB1,487.1 million) in relation to its research and development activities and such expense was
included in “Administrative expenses” in the condensed consolidated income statement. Further details were illustrated
in the table below:

2020 2019
RMB(’000) RMB('000) YoY change (%)
Amortisation of intangible assets
(i.e. capitalised product development costs) 1,377,468 1,116,123 23
Research and product development costs
(i.e. not qualified for capitalisation) 343,909 370,958 (7)
Total research and development costs
charged to profit or loss 1,721,377 1,487,081 16

As most of the ongoing research and development
projects are for new technologies not yet used in existing
products, a large proportion of the relevant expenditures
were capitalised, and only amortised to expenses after the
products using the technologies were offered to the market.

Vehicle Manufacturing

The Group sold a total of 530,446 units of vehicles (including
the sales volume of “Lynk&Co” vehicles sold by the Lynk&Co
JV) in the first half of 2020, down 19% YoY, mainly caused
by the partial lockdown and disruption to business activities
after the outbreak of Covid-19 in China.

44 // GEELY AUTOMOBILE HOLDINGS LIMITED

The Group’s domestic sales volume in the first half of 2020
decreased 17% YoY to 510,873 units (including the sales
volume of “Lynk&Co” vehicles sold by the Lynk&Co JV).
Despite this, the Group’s wholesale market share in the
overall Chinese passenger vehicle market still increased
from 6.1% in the first half of 2019 to 6.5% in the first half
of 2020, based on the CAAM Data. The Group’s market
share amongst China’s indigenous passenger vehicle
brands increased even more from 15.3% in the first half
of 2019 to 17.9% in the first half of 2020. As a result, the
Group maintained its number one position in terms of sales
volume amongst all Chinese indigenous passenger vehicle
manufacturers during the period. Further, the Group’s
export sales volume recorded 49% YoY decline to 19,573
units in the first half of 2020, as a result of the lockdown
caused by the outbreak of Covid-19 worldwide. Export
sales accounted for 3.7% of the Group’s total sales volume
in the first half of 2020, compared with around 5.9% in the
same period in 2019.



MANAGEMENT DISCUSSION

AND ANALYSIS

The total sales volume of the Group’s sport utility vehicle
(“SUV”) and cross-over models, amounted to 324,061 units,
down 15% YoY and accounted for 61% of the Group’s
total sales volume in the first half of 2020. During the same
period, the sales volume of the Group’s sedan models was
down 23% YoY to 197,030 units, accounting for 37% of the
Group’s total sales volume. The sales volume of the Group’s
only multi-purpose vehicle (“MPV”) model (i.e. “Jiaji” (32))
was down 42% YoY to 9,355 units, accounting for only 2%
of the Group’s total sales volume in the first half of 2020.

In the first half of 2020, the Group sold a total of 29,214
units of new energy and electrified vehicles (‘“NEEV”) models
(including the sales volume of “01 PHEV”, “02 PHEV” and
“03 PHEV” sold by the Lynk&Co JV), down around 49%
from the same period in 2019. Amongst the NEEVs sold in
the first half of 2020, the best-selling models were “ICON
MHEV”, “Emgrand EV”, “Xingyue MHEV”, “Borui GE MHEV”
and “Jiaji MHEV”, which together accounted for around
80% of the total sales volume of NEEVs.

As higher discounts and incentives were offered by the
Group to its dealers under the stagnant vehicle market
in China since mid 2019, the Group’s average ex-factory
selling price decreased by around 6% YoY in the first half
of 2020.

New Products

New energy vehicles and SUV models remained the Group’s
focus in new products offering in the first half of 2020. In
addition to PHEV and MHEV versions being offered under
its existing major product lines, the Group successfully
launched a new compact SUV model “ICON” and its MHEV
version in January 2020. Further, to strengthen the Group’s
market position in the highly competitive SUV market in
China and to supplement its existing SUV product offering,
the Group launched its first seven-seat SUV model “Geely
Haoyue” (Z&|Zi) in June 2020. Under the Lynk&Co
brand, a new cross-over model “05” was successfully
launched in May 2020.
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The Group plans to launch the following new products in
the second half of 2020:

Under the “Geely” brand:

° A brand new compact mid to high end sedan model,
developed under the Compact Modular Architecture
(“CMA”) platform; and

° New generation of “Borui GE” model.
Under the “Lynk&Co” brand:

° A brand new compact SUV model; and
° New generation of “01” model.

Under the “Geometry” brand:

° A brand new compact electrified SUV model
(“Geometry C”); and

° A compact electrified sedan model, targeting at
mobility market.

Genius AFC

Genius Auto Finance Company Limited (“Genius AFC”),
the Group’s 80%-owned vehicle financing joint venture
formed with BNP Paribas Personal Finance (“BNPP PF”),
is principally engaged in the provision of auto wholesales
financing solutions to auto dealers and retail financing
solutions to end customers, mainly supporting the three
key auto brands for Geely Holding Group, including “Geely”,
“Lynk&Co” and “Volvo Car”.
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Despite the weakening demand in Chinese passenger
vehicle market since the later part of last year, Genius
AFC continued to post considerable growth in the first half
of 2020. The total outstanding loan assets increased from
RMB31.6 billion at the end of 2019 to RMB34.8 billion at
the end of June 2020. With steady increase in high quality
outstanding loan assets and relatively low funding costs,
Genius AFC achieved good financial performance with net
profit increasing 82% YoY to RMB423 million in the first
half of 2020. Although the default rate for outstanding loan
assets increased in the first quarter of 2020 due to the
outbreak of Covid-19, Genius AFC promptly reacted and
managed to bring down the default rate to a healthy level.
Notwithstanding the Group’s lower-than-expected vehicle
sales volume so far this year and the fierce competition in
the auto finance market in China, Genius AFC is still on
track to meet its annual target for the year of 2020.

During the first half of 2020, Genius AFC secured more
external funds through different means like bilateral bank
facilities and asset-backed security issuances. In addition,
Genius AFC successfully piloted the used-car financing
business for retail customers. Genius AFC was ranked
the highest in the retail credit segment of 2020 China
Dealer Financing Satisfaction (DFS) Study by J.D. Power,
reflecting the positive recognition from its customers about
its finance provider offerings, approval process and sales
representative relationship.

On 11 August 2020, BNPP PF served a written notice to
the Company on the exercise of the call option pursuant
to which, subject to the agreement on the exercise price
and other terms, BNPP PF will acquire from the Company
such additional equity interest in Genius AFC to increase
its equity interest in Genius AFC up to 50%. As at the date
of this report, the exercise price of the call option and the
exact percentage of equity interest in Genius AFC to be
acquired by BNPP PF have not been determined and are
subject to agreement by both parties.
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LYNK&CO JVv

Lynk&Co Investment Co., Ltd. (“Lynk&Co JV”), the Group’s
50%-owned joint venture with Volvo Car Corporation
("VCC”) and Geely Holding (together with its subsidiaries,
the “Geely Holding Group”), was incorporated in October
2017 to facilitate the development, manufacture, sales and
servicing of high-end passenger vehicles in both the China
and international market under the “Lynk&Co” brand.

In the first half of 2020, the total sales volume of the
Lynk&Co JV amounted to 54,763 units, down 2% YoY.
During the period, Lynk&Co JV further strengthened its
SUV product offering by adding a new cross-over model
“05” in May 2020. Initial market response to the “05”
model was encouraging with a total of 7,418 units of “05”
model being sold during the two months ended 30 June
2020. A brand new compact and sporty SUV model is
scheduled to be launched in the second half of 2020.
Despite the drastic slowdown in vehicle sales in China
at the beginning of 2020 and the relatively small size of
Lynk&Co’s sales volume, which should make the company
more vulnerable to declining sales, Lynk&Co JV posted a
net profit of RMB189 million in the first half of 2020. In view
of Chinese consumers’ current preference over physical
dealer shops to support sales and services, Lynk&Co JV
maintains a dealer network in China with 259 stores called
“Lynk&Co Centres” and 16 display and customer service
centres called “Lynk&Co Spaces” in China.

Exports

The Group exported a total of 19,573 units of vehicles in
the first six months of 2020, down 49% from the same
period last year, and accounted for 3.7% of the Group’s
total sales volume during the period. The weak export
sales performance was mainly due to the lockdown in our
major export markets caused by the outbreak of Covid-19
worldwide. “Geely Boyue” and “Binyue” SUV models were
the Group’s most important export models in terms of sales
volume in the first half of 2020, accounting for 75% of the
Group’s total export sales volume during the period. At
the end of June 2020, the Group exported its products to
24 countries through 26 sales agents and 334 sales and
service outlets.

Developing countries in Asia, Eastern Europe and the
Middle East were the most important markets for the
Group’s exports in the first half of 2020. In addition to
export of vehicles from China, the Group also assembles
some models sold overseas using contract manufacturing
arrangements and joint-venture manufacturing plants with
local partners.
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Disposal of 3 subsidiaries - Chengdu
Automobile, Ningbo Beilun and Ningbo
Jining

On 8 July 2020, the Group and the Geely Holding Group
entered into the following three agreements:

° The Chengdu Automobile Disposal
Agreement

The Company entered into the Chengdu Automobile 4

Disposal Agreement with Geely Holding to dispose
the Group’s 100% interests in IXEPERAET XS
[R2 7] (Chengdu Gaoyuan Automobile Industries
Company Ltd. or “Chengdu Automobile”), pursuant
to which () WIZEHAEBRAF (Zhejiang Jirun
Automobile Company Limited or “Jirun Automobile”)
agreed to sell 90% of the registered capital of
Chengdu Automobile; (i) E/EFEXEESERREA
8] (Shanghai Maple Guorun Automobile Company
Limited or “Shanghai Maple Guorun”) agreed to sell
10% of the registered capital of Chengdu Automobile;
and (i) Geely Holding agreed to acquire the entire
registered capital of Chengdu Automobile through
its two wholly-owned subsidiaries namely #2538
BB HBR AR (Chengbao Automobile International
Company Ltd. or “Chengbao International”) and
HRAREEBABR AR (Geely Automobile Group
Company Limited or “Geely Automobile”) with
each holding 50% of the registered capital of
Chengdu Automobile for a net cash consideration
of approximately RMB76.3 million.

The disposal consideration for the Chengdu
Automobile was determined after arm’s length
negotiations between the Company and Geely
Holding based on the market value of the net
assets of Chengdu Automobile which amounts to
approximately RMB133.0 million. It consists of (i)
the carrying value of the net assets of Chengdu
Automobile prepared under the Hong Kong Financial

Reporting Standards (‘HKFRSs”) as at 31 May 2020  ®

of approximately RMB87.2 million; (i) the valuation
premium of the Chengdu Automobile properties of
approximately RMB47.6 million, being the difference
between the market value of Chengdu Automobile
properties of RMB363.0 million as stated in the
valuation report based on comparison approach
and the carrying value of the Chengdu Automobile
properties of approximately RMB315.4 million as at
31 May 2020; and (i) the net valuation impairment
of machinery and equipment held by Chengdu
Automobile of approximately RMB1.8 million.
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On the other hand, the consideration of approximately
RMB56.7 million to be paid by the Group for the
grant of right to continuously use the manufacturing
facilities of Chengdu Automobile upon completion
of the disposal of Chengdu Automobile will partially
offset the consideration for the disposal of Chengdu
Automobile, which results in a net consideration of
approximately RMB76.3 million to be received by
the Group.

The Ningbo Beilun Disposal Agreement

Jirun Automobile entered into the Ningbo Beilun
Disposal Agreement with Geely Automobile,
pursuant to which (i) Jirun Automobile agreed to
sell 100% of the registered capital of Z i1t &= 7
YREESLEABR A A (Ningbo Beilun Geely Automotive
Manufacturing Co. Ltd. or “Ningbo Beilun”); and
(i) Geely Automobile agreed to acquire the entire
registered capital of Ningbo Beilun for a cash
consideration of approximately RMB729.4 million

The disposal consideration for the Ningbo Beilun
was determined after arm’s length negotiations
between Jirun Automobile and Geely Automobile
with reference to the market value of the net assets
of the Ningbo Beilun. The market value of the Ningbo
Beilun consists of (i) the carrying value of the net
assets of Ningbo Beilun prepared under the HKFRS
as at 31 May 2020 of approximately RMB718.3
million; (ii) the capital injection of RMB10 million
completed by Jirun Automobile on 12 June 2020
which further increased the net assets of Ningbo
Beilun subsequent to 31 May 2020; and (iii) the
valuation premium of the Ningbo Beilun properties of
approximately RMB1.1 million, being the difference
between the market value of Ningbo Beilun properties
of approximately RMB685.1 million as stated in the
valuation report based on comparison approach and
the carrying value of the Ningbo Beilun properties of
approximately RMB684.0 million as at 31 May 2020.

The Ningbo Jining Disposal Agreement

Jirun Automobile entered into the Ningbo Jining
Disposal Agreement with /T & 81/ B Z 2 AR
A |] (Zhejiang Jichuang Automobile Parts Company
Limited or “Zhejiang Jichuang”), pursuant to which
(i) Jirun Automobile agreed to sell 100% of the
registered capital of B)FHZFEZT I HR AR
(Ningbo Jining Automobile Components Co. Ltd. or
“Ningbo Jining”); and (ii) Zhejiang Jichuang agreed
to acquire the entire registered capital of Ningbo
Jining for a cash consideration of approximately
RMB30.5 million.
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The consideration for the Ningbo Jining Disposal was determined after arm’s length negotiations between Jirun
Automobile and Zhejiang Jichuang with reference to the market value of the net assets of the Ningbo Jining. The
market value of Ningbo Jining consists of (i) the carrying value of the net assets of Ningbo Jining prepared under
the HKFRS as at 31 May 2020 of approximately RMB23.2 million; (i) the valuation premium of the Ningbo Jining
properties of approximately RMB7.9 million, being the difference between the market value of Ningbo Jining
properties of approximately RMB134.4 million as stated in the valuation report based on comparison approach and
the carrying value of the Ningbo Jining properties of approximately RMB126.5 million as at 31 May 2020; and (iii)
the net valuation impairment of machinery and equipment held by Ningbo Jining of approximately RMBO0.6 million.

Following completion of the above three disposals, the Group will cease to have any interest in Chengdu Automobile,
Ningbo Beilun and Ningbo Jining, and the financial results of Chengdu Automobile, Ningbo Beilun and Ningbo
Jining will cease to be consolidated with the financial statements of the Group.

Issuance of US$500 million 4% Senior Perpetual Capital Securities

On 9 December 2019, the Company issued 4% senior perpetual capital securities with an aggregate principal amount of
US$500,000,000 (equivalent to approximately RMB3,425,857,000) (the “Securities Issue”) which are listed on Singapore
Exchange Securities Trading Limited at an issue price of 99.641%. Distribution is payable semi-annually in arrears in
equal instalments on 9 June and 9 December of each year based on the distribution rate as defined in the subscription
agreement. Distribution by the Company may be deferred at its sole discretion.

As at the date of this report, the net proceeds of the Securities Issue have been partially utilized as below:

Intended
allocation of Actual use of Unutilised
proceeds proceeds proceeds
RMB('000) RMB('000) RMB('000)
Business development
- addition to property, plant and equipment 334,305
- addition to intangible assets
(i.e. capitalised product development costs) 1,357,337
- research and product development costs
(i.e. not qualified for capitalisation) 135,493
Sub-total 1,827,135
General working capital (i.e. remuneration of directors
and employees, legal and professional fees and other
administrative expenses) 281,955
Total 3,413,102 2,109,090 1,304,012
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Placing of 600 million new shares

On 29 May 2020, the Company and the placing agents
entered into the placing agreement, pursuant to which the
Company agreed to appoint the placing agents, and the
placing agents agreed to act (on a several but not joint nor
joint and several basis) as placing agents for procuring, on
a best effort basis, as agents of the Company, placees for
600,000,000 placing shares at the placing price of HK$10.8
per placing share on the terms and subject to the conditions
set out in the placing agreement.

The placing was completed on 5 June 2020 and a total of
600 million placing shares have been successfully placed
by the placing agents. The net proceeds received by the
Company from the placing, after deducting related fees
and expenses, are approximately HK$6,447 million, The
Company intends to apply such net proceeds for business
development and general working capital of the Group.

As at the date of this report, the net proceeds have not
been utilized and will be used as intended.

Proposed RMB Share Issue

On 17 June 2020, the Company has approved a preliminary
proposal for the possible issue of RMB Shares and listing
on the Science and Technology Innovation Board of the
Shanghai Stock Exchange (the “Sci-Tech Board”) (the
“Proposed RMB Share Issue”). The Proposed RMB Share
Issue is conditional upon and subject to, among other
things, market conditions, the approval of the shareholders
at the general meeting of the Company and the necessary
regulatory approval(s).
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It is proposed that the initial number of RMB Shares to be
issued will not exceed 1,731,666,448 Shares, representing
not more than 15% of the Company’s issued share capital as
at 23 June 2020 (being the date immediately preceding the
date of the Board meeting held on 24 June 2020 approving,
among others, the Proposed RMB Share Issue) as enlarged
by the issue and allotment of the RMB Shares contemplated
under the Proposed RMB Share Issue. The RMB Shares
will all be new Shares, and no conversion of the existing
Share will be involved. On 29 July 2020, the Proposed RMB
Share Issue was approved by the Company’s shareholders
at the extraordinary general meeting.

After deducting the issuance expenses, the proceeds of
the Proposed RMB Share Issue are currently intended
to be used for (a) research and development of new
automobile products; (b) prospective technology research
and development; (c) industrial acquisition; and (d)
replenishment of working capital.

Outlook

The global outbreak of Covid-19 had caused serious
disruption to the Group’s operations since the beginning
of 2020. The current headwind is expected to persist in
the remainder of the year, making 2020 amongst the most
difficult year in the Group’s history. Further, the intense
market competition in China could worsen further in
current difficult market condition and should continue to
put pressure on the sales performance and profitability of
Chinese vehicle manufacturers in 2020. Longer-term, the
transformation from conventional vehicles to NEEVs and
intelligent/connected vehicles and the scheduled relaxation
of foreign investment in China’s automobile industry over
the next few years should represent additional challenges
to the Chinese passenger vehicle manufacturers.

However, as reflected by the consistent rise in its market
share in China over the last few years, the Group has firmly
secured its leading position in China’s passenger vehicle
market. The Group’s financial position has strengthened
considerably as a result of the recent successful moves to
further strengthen its capital base. These should enable the
Group to continue investing for the future and respond to
the abrupt market changes promptly.
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In view of the huge challenges ahead, we should stay at our
original intention, keep our proven strategy and maintain our
development pace. The Group will continue to increase the
proportion of NEEVs in its total sales volume by introducing
more competitive NEEV products. The amount of new
product offerings should stay at high levels in the coming
years, providing sufficient momentum for the Group to
maintain growth in the longer run.

The Group had largely completed the rebranding and
restructuring of its distribution channels in its major export
markets. Localisation of production to reduce costs and
currency risk has started to yield positive results in markets
like Belarus and Malaysia, where customer feedback and
demand for the Group’s products improved significantly.
In a few years’ time, exports would not only become a
key driver to the Group’s growth, but also help to further
enhance the Group’s economies of scale. In the second
half of 2020, the Group will go ahead to further expand its
export sales to new market in Southeast Asia and Western
Europe.

The few major acquisitions in the automobile sector by
the Group’s parent, namely Geely Holding, over the
past few years has started to create synergies and huge
opportunities for the Group in both its existing automobile
business and other new business areas. The partnership
created by these acquisitions should provide the Group
substantial opportunities for technologies and costs sharing,
economies of scale and new market penetration. Longer-
term, these acquisitions should provide additional sources
for growth for the Group. To further enhance its long-term
competitiveness and to prepare the Group for the major
changes ahead, the Group started preliminary discussion
with the management of Volvo Car AB (publ) regarding a
possible restructuring through a business combination of
the two companies. Should the proposed restructuring
materialise, it would lead into a stronger global Group that
could realise synergies in cost structure and new technology
development.

Although the Chinese vehicle demand was adversely affected
by the outbreak of Covid-19 in the first quarter of 2020, the
Group’s sales performance started to recover strongly since
the beginning of the second quarter. However, the recovery
has so far been slower than expected. Further, near term
uncertainties remain in the global macro environment. The
Group’s management therefore decided to revise downward
our 2020 full year sales volume target by around 6% from
1,410,000 units to 1,320,000 units.

CAPITAL STRUCTURE AND TREASURY
POLICIES

The Group funds its short-term working capital requirement
mainly through its own operational cash flow, short-
term bank loans from commercial banks in China and
Hong Kong and the payment credit from its suppliers.
For its longer-term capital expenditures including product
and technology development costs, investment in the
construction, expansion and upgrading of production
facilities, the Group’s strategy is to fund these longer-term
capital commitments by a combination of its operational
cash flow, bank borrowings and fund raising exercises in
the capital market.

On 9 December 2019, the Company issued 4% senior
perpetual capital securities with an aggregate principal
amount of US$500,000,000 (equivalent to approximately
RMB3,425,857,000) (the “Securities”) which are listed on
Singapore Exchange Securities Trading Limited at an issue
price of 99.641%. Transaction costs relating to the issue of
the Securities amounted to approximately RMB12,755,000.
Distribution is payable semi-annually in arrears in equal
instalments on 9 June and 9 December of each year based
on the distribution rate as defined in the subscription
agreement. Distribution by the Company may be deferred at
its sole discretion. The Securities have no fixed maturity and
are redeemable in whole, but not in part, at the Company’s
option on 9 December 2024, or any distribution payment
date falling thereafter at their principal amounts together
with any accrued, unpaid or deferred distributions. While
any distributions are unpaid or deferred, the Company will
not declare, pay dividends or make distributions or similar
periodic payments in respect of, or repurchase, redeem
or otherwise acquire any securities of lower rank. As the
Securities do not contain any contractual obligation to pay
cash or other financial assets, in accordance with HKAS
32 Financial Instruments: Presentation, they are classified
as equity for accounting purpose.

As at 30 June 2020, the Group’s shareholders’ funds
amounted to approximately RMB60.6 billion (As at 31
December 2019: approximately RMB54.4 billion). On
29 May 2020, the Group announced to issue and place
600 million new shares through placing agents to various
investors to raise net proceeds of HK$6,447 million. Also,
the Company issued 45.779 million ordinary shares upon
exercise of share options during the six months ended 30
June 2020.
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EXPOSURE TO FOREIGN EXCHANGE RISK

During the six months ended 30 June 2020, the Group’s
operations were principally related to domestic sales of
automobiles and related automobile parts and components
in the Mainland China and the Group’s assets and liabilities
were mainly denominated in Renminbi (RMB), the functional
currency of the Company and its key subsidiaries.

In terms of export operations, most of the Group’s export
sales were denominated in United States dollars (US$)
during the year. Also, the Group could face foreign
exchange risk, particularly in emerging markets if it had
local subsidiaries, associates or joint ventures in overseas
export markets. The devaluation of local currencies in
overseas markets could result in foreign exchange losses
and affect the Group’s competitiveness and therefore its
sales volume in these markets. To mitigate the foreign
exchange risk, the Group has embarked on plans to build
additional overseas plants to increase the proportion of
its costs in local currencies to engage in local business
activities. Also, to compensate for higher costs in export
markets, the Group has speeded up the renewal of its
export models, and has started to streamline its export
operations displaying comparative advantages with an aim
to achieve higher customer satisfaction, better operating
efficiency and economies of scale in its export markets.

The Group’s management would also closely monitor the
market situation and might consider tools to manage foreign
exchange risk whenever necessary.

LIQUIDITY AND FINANCIAL RESOURCES

As at 30 June 2020, the Group’s current ratio (current assets/
current liabilities) was about 1.17 (As at 31 December 2019:
1.03) and the gearing ratio of the Group was about 7.0%
(As at 31 December 2019: 7.6%) which was calculated on
the Group’s total borrowings (excluding trade and other
payables and lease liabilities) to total shareholders’ equity
(excluding non-controlling interests). During the period,
the Group settled more trade payables to its suppliers to
mitigate the negative impact from the production disruption,
resulting in net cash outflows from operating activities.
Thanks to the placing of 600 million new shares of the
Company completed in early June 2020, the Group’s
total cash level (bank balances and cash + pledged bank
deposits) increased by 5% from RMB19.3 billion at the
end of December 2019 to RMB20.2 billion at the end of
June 2020.
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Total borrowings (excluding trade and other payables
and lease liabilities) as at 30 June 2020 amounted to
approximately RMB4.2 billion (As at 31 December 2019:
approximately RMB4.1 billion) were mainly the Group’s
borrowings and bonds payable. At the end of June
2020, the Group’s total borrowings were denominated
in United States Dollars (US$). They were well matched
by the currency mix of the Group’s revenues, which were
mainly denominated in US$. For the borrowings, they were
unsecured, interest-bearing and repaid on maturity. Should
other opportunities arise requiring additional funding, the
Directors believe the Group is in a good position to obtain
such financing.

EMPLOYEES’ REMUNERATION POLICY

As at 30 June 2020, the total number of employees of
the Group was about 38,000 (As at 31 December 2019:
43,000). Employees’ remuneration packages are based
on individual experience and work profile. The packages
are reviewed annually by the management who takes into
account the overall performance of the working staff and
market conditions. The Group also participates in the
Mandatory Provident Fund Scheme in Hong Kong and
state-managed retirement benefit scheme in the PRC. In
addition, employees are eligible for share options under the
share option scheme adopted by the Company.
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Directors’ and Chief Executives’ Interests and Short Positions in the Securities of the
Company and its Associated Corporations

As at 30 June 2020, the interests and short positions of the directors of the Company (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 “SFQ”) 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 interest 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 were as follows:

U] Interests and short positions in the securities of the Company

Approximate
percentage or
attributable

Number or attributable percentage of

number of shares shareholding

Name of director Nature of interests Long position Short position (%)
Shares

Mr. Li Shu Fu (Note 1) Interest in controlled 4,019,478,000 - 40.96

corporations

Mr. Li Shu Fu Personal 23,140,000 - 0.24

Mr. Yang Jian Personal 6,000,000 - 0.06

Mr. Li Dong Hui, Daniel Personal 2,104,000 - 0.02

Mr. Gui Sheng Yue Personal 14,585,000 - 0.15

Mr. An Cong Hui Personal 4,966,000 - 0.05

Mr. Ang Siu Lun, Lawrence Personal 4,000,000 - 0.04

Mr. Lee Cheuk Yin, Dannis  Personal 900,000 - 0.01

Mr. Wang Yang Personal 1,000,000 - 0.01

(I) Interests and short positions in the underlying shares of the Company

Approximate
percentage or
attributable

Number or attributable percentage of

number of shares shareholding

Name of director Nature of interests Long position Short position (%)
Share Options

Mr. Li Dong Hui, Daniel Personal 1,400,000 (Note 2) - 0.01

Ms. Wei Mei Personal 1,000,000 (Note 2) - 0.01
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Notes:

(1) Proper Glory Holding Inc. (“Proper Glory”) and its concert parties in aggregate hold securities’ interest of 4,019,478,000
shares (excluding those held directly by Mr. Li Shu Fu), representing approximately 40.96% of the issued share capital
of the Company as at 30 June 2020. Proper Glory is a private company incorporated in the British Virgin Islands and
is owned as to 68% by Zhejiang Geely Holding Group Company Limited and as to 32% by Geely Group Limited.

2) The interest relates to share options granted on 23 March 2012 by the Company to the Directors. The share options

are exercisable at a subscription price of HK$4.07 for each share during the period from 23 March 2012 to 22 March
2022. The percentage of shareholding is calculated on the basis that (i) the options are fully exercised; and (i) the
number of issued share capital of the Company when the options are exercised is the same as that as 30 June 2020.

(Il Interests and short positions in the securities of the associated corporations of the Company

Name of director
Mr. Li Shu Fu
Mr. Li Shu Fu
Mr. Li Shu Fu
Mr. Li Shu Fu
Mr. Li Shu Fu

Mr. Li Shu Fu

Mr. Li Shu Fu

Mr. Li Shu Fu

Mr. Li Shu Fu

Mr. Li Shu Fu

Mr. Li Shu Fu

Mr. Li Shu Fu

Mr. Li Shu Fu

Mr. Li Shu Fu

Name of the associated
corporations

Proper Glory Holding Inc.

Geely Group Limited

Zhejiang Geely Holding Group
Company Limited

Zhejiang Geely Automobile
Company Limited

Shanghai Maple Automobile
Company Limited

Zhejiang Haoqging Automobile
Manufacturing Company
Limited

Zhejiang Jirun Automobile
Company Limited

Shanghai Maple Guorun
Automobile Company Limited

Zhejiang Ruhoo Automobile
Company Limited

Hunan Geely Automobile
Components Company
Limited

Chengdu Gaoyuan Automobile
Industries Company Limited

Baoji Geely Automobile
Components Company
Limited

Shanxi Geely Automobile
Components Company
Limited

Zhejiang Jirun Chunxiao
Automobile Components
Company Limited
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Number of shares in the
associated corporations
Long position Short position
(Note 1) -
50,000 -
(Note 2) -
(Note 3) -
(Note 4) -

(Note 5) -

(Note 6) -
(Note 7) -
(Note 8) -

(Note 9) -

(Note 10) -

(Note 11) -

(Note 12) -

(Note 13) -

Approximate
percentage of
shareholding
(%)

(Note 1)

60

(Note 2)

(Note 3)

(Note 4)

(Note 5)

(Note 6)
(Note 7)
(Note 8)

(Note 9)

(Note 10)

(Note 11)

(Note 12)

(Note 13)
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Notes:

M

Proper Glory Holding Inc. is a private company
incorporated in the British Virgin Islands and is
owned as to 68% by Zhejiang Geely Holding Group
Company Limited (“Geely Holding”) and as to 32%
by Geely Group Limited. Geely Group Limited is a
private company incorporated in the British Virgin
Islands and is owned as to 60% by Mr. Li Shu Fu,
as to 35.85% by Mr. Li Xu Bing, a brother of Mr. Li
Shu Fu, and as to 4.15% by Mr. An Cong Hui, an
executive director of the Company. Geely Holding
is a private company incorporated in the PRC and
is beneficially wholly owned by Mr. Li Shu Fu and
his associate.

Geely Holding is a private company incorporated
in the PRC and is beneficially wholly owned by Mr.
Li Shu Fu and his associate.

Zhejiang Geely Automobile Company Limited
(“Zhejiang Geely”) is a private company incorporated
in the PRC and is owned as to 88.32% by Geely
Holding and as to 11.68% by other Mr. Li Shu Fu’s
interested entities.

Shanghai Maple Automobile Company Limited
(“Shanghai Maple Automobile”) is a private company
incorporated in the PRC and is beneficially wholly
owned by Mr. Li Shu Fu and his associate.

Zhejiang Haoging Automobile Manufacturing
Company Limited (“Zhejiang Haoqing”) is a private
company incorporated in the PRC and is owned
as to 98.5% by Geely Holding and as to 1.5% by
other Mr. Li Shu Fu’s interested entities.

Zhejiang Jirun Automobile Company Limited (“Jirun
Automobile”) is incorporated in the PRC and is
1%-owned by Zhejiang Geely.

Shanghai Maple Guorun Automobile Company
Limited (“Shanghai Maple Guorun”) is incorporated
in the PRC and is 1%-owned by Shanghai Maple
Automobile.

Zhejiang Ruhoo Automobile Company Limited is
incorporated in the PRC and is 1%-owned by
Zhejiang Haoqing.

Hunan Geely Automobile Components Company
Limited is incorporated in the PRC and is 1%-owned
by Zhejiang Haoqing.

(10) Chengdu Gaoyuan Automobile Industries Company
Limited is a private company incorporated in the
PRC and is owned as to 90% by Jirun Automobile
and as to 10% by Shanghai Maple Guorun.

(11) Baoji Geely Automobile Components Company
Limited is a private company incorporated in the
PRC and is 1%-owned by Zhejiang Geely.

(12) Shanxi Geely Automobile Components Company
Limited is a private company incorporated in the
PRC and is 1%-owned by Zhejiang Geely.

(13) Zhejiang Jirun Chunxiao Automobile Components
Company Limited is a private company incorporated
in the PRC and is 1%-owned by Zhejiang Geely.

Save as disclosed above, as at 30 June 2020,
none of the directors nor the chief executives of
the Company or their associates had or was deemed
to have any personal, family, corporate or other
interests or short positions in the shares, underlying
shares or debentures of the Company or any of
its associated corporations (within the meaning of
the SFO) which were required: (a) to be notified to
the Company and the Stock Exchange pursuant to
divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which they were taken
or deemed to have under such provisions of the
SFO); or which are required, (b) pursuant to section
352 of the SFO, to be entered in the register referred
to therein; or which are required, (c) to be notified
to the Company and the Stock Exchange pursuant
to the Model Code for Securities Transactions by
Directors of listed issuers contained in the Listing
Rules.
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Directors’ Right to Acquire Shares

As at 30 June 2020, the directors and chief executive of the Company have the following options to subscribe for the
shares of the Company under the Company’s old share option scheme approved and adopted on 31 May 2002 (the
“Old Share Option Scheme”) and the Company’s new share option scheme approved and adopted on 18 May 2012

(the “New Share Option Scheme”):

Outstanding options

Name of Director as at 30 June 2020

Date of grant

Exercise period Exercise price

HK$

Mr. Li Dong Hui, Daniel 1,400,000 23.3.2012 23.3.2012 — 22.3.2022 4.07

Ms. Wei Mei 1,000,000 23.3.2012 23.3.2012 - 22.3.2022 4.07
2,400,000

Share Option Scheme

The Old Share Option Scheme that was approved and
adopted on 31 May 2002 was valid and effective for a
period of ten years from the date of adoption. Pursuant to an
ordinary resolution passed at the annual general meeting of
the Company held on 18 May 2012, the New Share Option
Scheme was adopted by the Company. The New Share
Option Scheme replaced the Old Share Option Scheme.
After the adoption of the New Share Option Scheme, the
Old Share Option Scheme was terminated and no further
options can be granted under it.

Pursuant to the New Share Option Scheme, the Company
may grant options to inter alia, directors and employees
of the Company and its subsidiaries and other participants
to subscribe for shares of the Company. Further details
of the New Share Option Scheme were disclosed in the
Company’s 2019 annual report.
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Based on the Company’s records as at 30 June 2020,
except disclosed in the section headed “Directors’ Right
to Acquire Shares” above, 11,950,000 share options were
granted by the Company to the employees and other eligible
participants and remain outstanding.

Interim Dividend

At a meeting of the Board held on 17 August 2020, the
Board resolved not to pay an interim dividend to the
Company’s shareholders (2019: Nil).



MANAGEMENT DISCUSSION

AND ANALYSIS

Connected Transactions

During the period, the Group had the following material transactions with connected parties:

Name of connected parties

Connected companies (notes (a) and (b))

Zhejiang Geely Automobile Company Limited?
HIEMAERBR AR

Shenzhen Geely Automobile Sales Company
Limited*
AIEFAEHEERRAT

Zhejiang Geely Business Services Company
Limited*
IS NEBRE AR AR

Yaou Automobile Manufacturing (Taizhou)
Company Limited*
TSERUIEREBMBRAA

Zhejiang Haoging Automobile Manufacturing
Company Limited*
HMIREAERERRAF

Zhejiang Geely Automobile Parts and
Components Company Limited*
MIEAAEEHBHRERR AR

Guangzhou Geely New Energy Automobile
Sales Company Limited*
BMEFHaR A EHERRDA]

Xian Geely New Energy Automobile Sales
Company Limited*
ALAEMIFERTEHEERAT

Nature of transactions

Sales of complete knock down kits

Sales of complete buildup units, complete knock
down kits and related after-sales parts (Proton
Sales Agreement)

Claims income on defective materials purchased

Purchase of complete buildup units

Claims paid on defective materials sold

Sales of complete buildup units (electric vehicles)

Business travel services expenses

Sales of powertrain and related components

Sales of complete knock down kits

Sales of complete buildup units, complete
knock down kits and related after-sales parts
(Proton Sales Agreement)

Claims income on defective materials purchased

Purchase of complete buildup units

Claims paid on defective materials sold

Purchase of automobile parts and components

Claims income on defective materials purchased

Sales of complete buildup units (electric vehicles)

Sales of complete buildup units (electric vehicles)

2020
RMB’000
(Unaudited)

12,127,711
382,590

69,834
12,649,753
71,669

6,838

33,864

104,570

17,070,104
16,669

87,032
17,747,191
86,203
313,245
80

8,093

8,345

Six months ended 30 June

2019
RMB’000
(Unaudited)

13,658,826
2,239,586

121,954
14,032,557
66,888

385,296

44122

75,125

25,917,888

153,641
24,594,159
153,714
2,184,136
14,774

374,715

115,611
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Name of connected parties

Connected companies (notes (a) and (b))

Hangzhou Geely New Energy Automobile Sales
Company Limited*
MNEFEER T B ERR AR

Viridi E-Mobility Technology (Suzhou) Co., Ltd.*
BEEB TR RMEMNBERAE

Viridi E-Mobility Technology (Ningbo) Company
Limited*
BEEHTERM(ER)ERDA

Fuzhou Geely Emgrand New Energy Automobile
Sales Company Limited*
BMNEmREER B EEERAR

Hangzhou Youhang Technology Company
Limited*
MMBITRRAER AR

Hubei Ecarx Company Limited*

I EMBR AR AR

Zhejiang Ecarx Company Limited”
T EMBEMN AR AT

SCI Seating (Ningbo) Co., Ltd.*
FREEH(ER)BRATF

Shanxi New Energy Automobile Industries
Company Limited*
TR R A E T EBR AR

Ningbo Geely Automobile R&D Company
Limited*
ERENAEHEREERARF

Volvo Personvagnar AB

Shanghai Meihuan Trade Company Limited*
LEEEESERDA
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Nature of transactions

Sales of complete buildup units (electric vehicles)

Purchase of automobile components (Automobile
Components Procurement Agreement)

Purchase of automobile components (Automobile
Components Procurement Agreement)

Sales of complete buildup units (electric vehicles)

Sales of complete buildup units (electric vehicles)

Purchase of automobile components (Automobile
Components Procurement Agreement)

Purchase of automobile components (Automobile
Components Procurement Agreement)

Purchase of automobile components (Automobile
Components Procurement Agreement)

Sales of complete knock down kits
Purchase of complete buildup units

Licence fee income receivable

Research, development and technology support
service income

Purchase of automobile parts and components

Operational service income

Sales of powertrain and related components
Sales of complete buildup units, complete knock

down kits and related after-sales parts (Proton
Sales Agreement)

Six months ended 30 June

2020 2019
RMB’000 RMB’000
(Unaudited) (Unaudited)
- 129,487

25,366 3,929
18,625 -
2,791 146,529
25,515 555,893
458,254 508,732
22,590 -
41,985 -
421,011 -
354,385 -
470,000 480,000
109,983 -
14,499 -
33,476 -
201,139 -
88,088 -
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Name of connected parties

Connected companies (notes (a) and (b))

Geely Automobile Group Gompany Limited*
BMAEEBERAR

Geely Changxing Automatic Transmission
Company Limited*
HENREEDHERFERLA]

Feixian Lingji Chunhua Automobile Sales Service
Company Ltd.*
BRESRREEHERBAERLT

Yishui Lingji Yuantong Automobile Sales Service
Company Ltd.*
KA ERAEHEREARAF

Dongying Lingji Kaihua Automobile Sales
Service Company Ltd.*
REAEIEEHERBEARAF

Linyi Lingji Chunhua Automobile Sales Service
Company Ltd.*
T RnEEEHEREARAF

Linyi Lingji Maohua Automobile Sales Service
Company Ltd.*
B EE R E T EHEREERAT]

Sichuan Geely Automobile Components
Company Limited*
SN BB RRAF

Fengsheng Automobile (Jiangsu) Company
Limited*
AR TE (L&) BRAR

Taizhou Geely Luoyou Engine Company
Limited*
AMENELEBRERAF

Changsha Geely New Energy Automobile Sales
Company Limited*
RAENHERTEHERRDA

Nature of transactions

Operational service fee

Research, development and technology
support service income

Sales of complete build-up units and related
after-sales parts, components and accessories

Sales of complete build-up units and related
after-sales parts, components and accessories

Sales of complete build-up units and related
after-sales parts, components and accessories

Sales of complete build-up units and related
after-sales parts, components and accessories

Sales of complete build-up units and related

after-sales parts, components and accessories

Sales of powertrain and related components

Sales of automobile parts and components

Acquisition of property, plant and equipments

Sales of complete buildup units (electric vehicles)

Six months ended 30 June
2020 2019
RMB’000 RMB’000
(Unaudited) (Unaudited)

14,606 -

21,117 -

22,081 -

15,970 -

18,211 -

53,680 -

55,966 -

24,119 -

16,801 -

153,152 -

71,879 -
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Name of connected parties

Associates

Mando (Ningbo) Automotive Parts Co., Limited?
EBMERAETHHARLA

Closed Joint Stock Company BELGEE
Joint ventures

Kaiyue Auto Parts Manufacture (Zhangjiakou)
Co., Ltd.*"
UL TER A EIERRO)ERA A

LYNK & CO Automobile Sales Company
Limited™
ERABHERRATF

Yuyao LYNK & CO Auto Parts Company
Limited**
RERABDHEERAF

Genius AFC Interest income
ERTESRARRAR

Notes:

(@) The Group and the connected companies are under the

common control of the substantial shareholder of #1;T = |
PERE £ @A R A 7] Zhejiang Geely Holding Group Company
Limited*, the Company’s ultimate holding company.

(b) The Group does not have the automobile catalogue issued
by the National Development Reform Commission in the
PRC which is required to facilitate payment of the PRC
consumption tax. The connected companies referred to
above have the relevant automobile catalogue licence
and therefore the sales of complete knock down kits to
and purchase of complete buildup units from connected
companies as set out above have been presented on a
net basis in the condensed consolidated income statement
(to the extent that they are back-to-back transactions)
since the said connected companies in effect only act as
a channel to facilitate the payment of the PRC consumption
tax. For the same reason, the related claims income from
and claims expenses paid to these connected companies
have also been presented on a net basis as long as they
are back-to-back transactions.

# The English translation of the names of the companies
established in the PRC is for reference only. The official
names of these companies are in Chinese.

The companies are wholly-owned subsidiaries of LYNK &
CO Investment.
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Nature of transactions

Purchase of automobile parts and components

Sales of automobile parts and components

Sales of powertrain and related components

Operational service income

Sales of powertrain and related components

Six months ended 30 June

2020 2019
RMB’000 RMB’000
(Unaudited) (Unaudited)
477,018 648,672
306,794 -
667,280 545,317
67,996 -
122,949 -
62,442 -

Facility Agreements with Covenant of the
Controlling Shareholders

On 2 July 2019, the Company as the borrower entered
into a facility agreement (the “Facility Agreement”) with
Citigroup Global Markets Asia Limited (the “Agent”) as the
coordinator and agent for a syndicate of banks pursuant
to which a term loan facility in the principal amount of up
to US$300,000,000 has been extended to the Company
for a term of three years. The main purposes of the loan
facility is to (i) refinance the existing indebtedness of the
Group and (i) for general corporate purposes of the Group.

Pursuant to the Facility Agreement, it will be an event of
default if Mr. Li Shu Fu is (i) no longer the single largest
beneficial shareholder of the Company, or (i) no longer
beneficially owns at least 25% of the entire issued share
capital of the Company. In case of an event of default, the
Agent may by notice to the Company (a) cancel the loan
facility, (b) declare that all or part of the loan, together
with accrued interest, be immediately due and payable,
and/or (c) declare that all or part of the loans be payable
on demand.
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Interests and Short Positions in Shares and Underlying Shares of Other Persons

As at 30 June 2020, according to the register of interests maintained by the Company pursuant to section 336 of the SFO
and so far as is known to the directors or the chief executives of the Company, the persons, other than the directors or
the chief executives of the Company, who had interests or a short positions in the shares and underlying shares of the
Company which would fall to be disclosed to the Company and the Stock Exchange under the provisions of divisions
2 and 3 of Part XV of the SFO, or who were, directly or indirectly, interested in 5% or more of the nominal value of any
class of share capital carrying rights to vote in all circumstances at general meetings of the Company and any other
members of the Group and the amount of each of such persons’ interests in such securities, together with any options

in respect of such capital, were as follows:

Substantial Shareholders
(as defined in the SFO)

Name

Proper Glory Holding Inc. (Note 1)

Zhejiang Geely Holding Group Company Limited
(Note 1)

Geely Group Limited (Note 1)

Nature of interests

Beneficial owner
Interest in controlled
corporation
Beneficial owner
Interest in controlled

Approximate

corporation

Zhejiang Geely Automobile Company Limited
(Note 2)

Notes:

(1) Proper Glory Holding Inc. (“Proper Glory”) is a private
company incorporated in the British Virgin Islands and
is owned as to 68% by Zhejiang Geely Holding Group
Company Limited (“Geely Holding”) and as to 32% by
Geely Group Limited. Geely Group Limited is a private
company incorporated in the British Virgin Islands and is
owned as to 60% by Mr. Li Shu Fu, as to 35.85% by Mr.
Li Xu Bing, a brother of Mr. Li Shu Fu, and as to 4.15% by
Mr. An Cong Hui, an executive director of the Company.
Geely Holding is a private company incorporated in the
PRC and is beneficially wholly owned by Mr. Li Shu Fu
and his associate.

2) Zhejiang Geely Automobile Company Limited (“Zhejiang
Geely”) is a private company incorporated in the PRC
and is owned as to 88.32% by Geely Holding and as to
11.68% by other Mr. Li Shu Fu’s interested entities.

Mr. Li Shu Fu is a director of each of Proper Glory, Geely
Holding, Zhejiang Geely and Geely Group Limited. Mr. Yang
Jian is a director of each of Geely Holding and Zhejiang
Geely. Mr. Li Dong Hui, Daniel is a director of Geely Holding.
Mr. An Cong Hui is a director of each of Geely Holding and
Zhejiang Geely.

Beneficial owner

Number of percentage of
shares held shareholding
Long position (%)
2,636,705,000 26.87
4,019,391,000 40.96
87,000 0.001
2,636,705,000 26.87
796,562,000 8.12

Save as disclosed above, as at 30 June 2020, the directors
and the chief executives of the Company are not aware of
any other person (other than the directors and the chief
executives of the Company) who had, or was deemed to
have, interests or short positions in the shares or underlying
shares of the Company which would fall to be disclosed to
the Company and the Stock Exchange under the provisions
of divisions 2 and 3 of Part XV of the SFO, or, who was,
directly or indirectly, interested in 5% or more of the nominal
value of any class of share capital carrying rights to vote
in all circumstances at general meetings of the Company
and of any other member of the Group.

Purchase, Sale or Redemption of the
Company’s Listed Securities

Neither the Company nor any of its subsidiaries purchased,
sold or redeemed any of the Company’s listed securities
during the six months ended 30 June 2020.
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Corporate Governance

The Company has complied with the code provisions
(“CPs”) of the Corporate Governance Code and Corporate
Governance Report set out in Appendix 14 to the Rules
Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited (the “Listing Rules”) throughout the
six months ended 30 June 2020, except for CP E.1.2 as
explained below:

CP E.1.2 provides that the chairman of the Board (the
“Chairman”) and the chairman of respective Board
committees should attend the annual general meeting of
the Company. During the period ended 30 June 2020,
the Chairman did not attend the annual general meeting
of the Company in person due to conflict of his schedules
and other prior business engagement in the PRC. If the
Chairman could not attend the general meeting of the
Company in person, he would assign an executive director,
who does not have a material interest in the businesses
contemplating in the meeting and should report to him on any
enquiries shareholders of the Company (the “Shareholders”)
might have, to attend such general meeting on his behalf.
Further, the Company would facilitate a conference call for
Shareholders and the Directors who are unable to attend
in person (including the Chairman) to discuss any specific
enquiries with respect to the businesses contemplating in
the general meeting. Through these measures, views of
the Shareholders would be properly communicated to the
Board as a whole. In addition, the external auditor will be
invited to attend the annual general meeting of the Company
to answer questions about the conduct of the audit, the
preparation and content of the auditor’s report, accounting
policies and auditor’s independence.

The Company held its annual general meeting on 25 May
2020. Due to conflict of his schedules and other prior
business engagement in the PRC, the Chairman was unable
to attend the general meeting physically. One independent
non-executive Director and two executive Directors and
the Company’s external auditor attended and answered
questions raised by the Shareholders at the meeting
physically. The Chairman, three other independent non-
executive directors and four other executive Directors
attended the meeting via conference call.
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In the interim period under review, the Company has
adopted the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) set out
in Appendix 10 to the Listing Rules as its own code of
conduct for securities transactions by officers (the “Code”).
All Directors have confirmed their compliance during the
review period with the required standards set out in both
the Model Code and the Code.

Audit Committee

The Company has an audit committee which was established
in accordance with the requirements of the Listing Rules
for the purpose of reviewing and providing supervision over
the Group’s financial reporting processes, risk management
systems and internal controls. As at 30 June 2020, the
audit committee comprises Mr. Lee Cheuk Yin, Dannis, Mr.
Yeung Sau Hung, Alex, Mr. An Qing Heng and Mr. Wang
Yang who are the independent non-executive Directors.

Appreciation

On behalf of the Board, | wish to express my gratitude to
our management team and staff members for their hard
work, dedication and support throughout the period.

ON BEHALF OF THE BOARD
Li Shu Fu
Chairman

Hong Kong
17 August 2020
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