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Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited 
take no responsibility for the contents of this announcement, make no representation as to 
its accuracy or completeness and expressly disclaim any liability whatsoever for any loss 
howsoever arising from or in reliance upon the whole or any part of the content of this 
announcement.
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CONTINUING CONNECTED TRANSACTIONS
AND

REVISION OF ANNUAL CAP AMOUNTS FOR
CONTINUING CONNECTED TRANSACTIONS

CONTINUING CONNECTED TRANSACTIONS W I T H  H U A C H E N  A N D 
REVISION OF ANNUAL CAP AMOUNTS FOR CONTINUING CONNECTED 
TRANSACTIONS WITH HUACHEN

On 6 December 2018, the JV Company and Huachen entered into the following 
agreements:

(1) the Huachen Premises Leasing Framework Agreement, pursuant to which the JV 
Group agreed to lease from the Huachen Group premises for the purpose of the JV 
Group’s daily operation for a period of three financial years from 1 January 2018 to 
31 December 2020; and

(2) the Huachen IT Equipment Rental Framework Agreement, pursuant to which the 
JV Group agreed to rent from the Huachen Group various information technology 
equipment for the purpose of the JV Group’s daily operation for a period of three 
financial years from 1 January 2018 to 31 December 2020.

Reference is also made to the announcement of the Company dated 15 November 2017 
in relation to, among other matters, the Huachen Comprehensive Services Framework 
Agreement. On 6 December 2018, the Company entered into the Supplemental Agreement 
with Huachen to amend the Huachen Comprehensive Services Framework Agreement by 
including additional services and revising the Existing Annual Caps to the Revised Annual 
Caps. Save for the inclusion of additional services and revision of the Existing Annual 
Caps to the Revised Annual Caps, all other terms and conditions under the Huachen 
Comprehensive Services Framework Agreement remain the same.
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As at the date of this announcement, Huachen is interested in 2,135,074,988 Shares 
(representing approximately 42.32% of the entire issued share capital of the Company). 
Being a substantial Shareholder, Huachen is considered as a connected person of the 
Company under the Listing Rules. Transactions between members of the Group and 
members of the Huachen Group constitute connected transactions under Rule 14A.23 of 
the Listing Rules.

As the highest of the applicable percentage ratios (other than the profits ratio) in respect of 
the annual caps for the transactions with Huachen contemplated under each of the Huachen 
Premises Leasing Framework Agreement, when aggregated with the Huachen Previous 
Transaction, and the Huachen IT Equipment Rental Framework Agreement will be more 
than 0.1% but less than 5%, the transactions under each of the Huachen Premises Leasing 
Framework Agreement and the Huachen IT Equipment Rental Framework Agreement 
will constitute continuing connected transactions that are subject to the reporting and 
announcement requirements but are exempt from the circular, independent financial advice 
and shareholders’ approval requirements under Rule 14A.76(2) of the Listing Rules.

Due to the inclusion of additional services, by entering into of the Supplemental 
Agreement to the Huachen Comprehensive Services Framework Agreement, the 
transactional amounts for the three financial years ending 31 December 2018 to 2020 
are expected to be higher than the level envisaged at the time of entering into of the 
Huachen Comprehensive Services Framework Agreement. As the applicable percentage 
ratios in respect of the Revised Annual Caps will be more than 0.1% but less than 5%, the 
Supplemental Agreement and the Revised Annual Caps are only subject to the reporting 
and announcement requirements but are exempt from the circular, independent financial 
advice and shareholders’ approval requirements under Rule 14A.76(2) of the Listing Rules.

CONTINUING CONNECTED TRANSACTIONS WITH RENAULT

On 6 December 2018, the JV Company entered into the Renault CCT Agreements with 
Renault, the transactions of which will be carried out in the ordinary and usual course of 
the business of the JV Group for a period of three financial years from 1 January 2018 to 
31 December 2020.

As at the date of this announcement, the JV Company’s effective equity interest is owned 
as to 51% by the Company and as to 49% by Renault, respectively. Accordingly, Renault is 
a connected person of the Company only by virtue of being a substantial shareholder of the 
Company’s non-wholly owned subsidiary. Therefore, transactions between the JV Group 
and the Renault Group constitute connected transactions of the Company under Chapter 
14A.23 of the Listing Rules.
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By virtue of Rule 14A.101 of the Listing Rules, as (i) Renault is a connected person of 
the Company at the subsidiary level; (ii) each of the Renault CCT Agreements are entered 
into on normal commercial terms; (iii) the Board (including all the independent non-
executive Directors) has approved each of the Renault CCT Agreements and confirmed 
that the terms of each of the Renault CCT Agreements are fair and reasonable, the 
transactions contemplated thereunder are on normal commercial terms and in the interests 
of the Company and the Shareholders as a whole, each of the Renault CCT Agreements 
are subject to the reporting and announcement requirements but are exempted from the 
circular, independent financial advice and shareholders’ approval requirements under 
Chapter 14A of the Listing Rules.

I. CONTINUING CONNECTED TRANSACTIONS WITH HUACHEN AND 
REVISION OF ANNUAL CAP AMOUNTS FOR CONTINUING CONNECTED 
TRANSACTIONS WITH HUACHEN

(A) Huachen Premises Leasing Framework Agreement

Lease of premises by the JV Group from the Huachen Group

Lessor : The Huachen Group

Lessee : The JV Group

Agreement : On 6 December 2018, the JV Company and Huachen 
entered into the Huachen Premises Leasing Framework 
Agreement, pursuant to which the JV Group agreed to 
lease from the Huachen Group premises to be used for 
and as research and development centre and vehicle 
testing centre for the purpose of the JV Group’s daily 
operation.

The parties will enter into individual lease agreement 
setting out specific terms including the transaction 
price determination, settlement method, payment terms 
and timing of payment. Such terms will be consistent 
with the principles and the terms of the Huachen 
Premises Leasing Framework Agreement.

Term : The Huachen Premises Leasing Framework Agreement 
is for a period of three financial years from 1 January 
2018 to 31 December 2020.

14.60(1)
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Pricing policy : The fees for the lease of the premises to be used 
for and as research and development centre shall be 
determined principally on arm’s length commercial 
negotiations according to the principles of fairness and 
reasonableness at a price to be agreed between the JV 
Group and the Huachen Group upon the basis of the 
principle of “cost plus”.

The fees for the lease of the premises to be used for and 
as vehicle testing centre shall be determined principally 
on arm’s length commercial negotiations according to 
the principles of fairness and reasonableness at a price 
to be agreed between the JV Group and the Huachen 
Group upon the basis of the principle of “cost plus”.

Cost plus is determined based on the cost for providing 
the premises by the Huachen Group plus a margin as 
agreed between the JV Group and the Huachen Group 
and the cost is estimated with reference to the expenses 
incurred by the usage of premises, electricity and other 
utilities, etc. by the JV Group on a pro-rata basis with 
reference to the duration and area of usage, the number 
of staff of the JV Group utilising the premises, and the 
technical set-up requirements of the testing venue to 
perform the vehicle testing.

The lease of the premises from the Huachen Group 
contemplated under the Huachen Premises Leasing 
Framework Agreement wil l be conducted in the 
ordinary and usual course of business of the JV 
Group and the Huachen Group on normal commercial 
terms and on terms not less favourable than those 
to be provided by other independent third parties (if 
available).

14.58(5)
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(B) Huachen IT Equipment Rental Framework Agreement

Rental of information technology equipment by the JV Group from the Huachen 
Group

Lessor : The Huachen Group

Lessee : The JV Group

Agreement : On 6 December 2018, the JV Company and Huachen 
entered in to the Huachen IT Equipment Renta l 
Framework Agreement, pursuant to which the JV 
Group agreed to rent from the Huachen Group various 
information technology equipment for the purpose of 
the JV Group’s daily operation.

The parties will enter into individual rental agreement 
setting out specific terms including the transaction 
price determination, settlement method, payment terms 
and timing of payment. Such terms will be consistent 
with the principles and the terms of the Huachen IT 
Equipment Rental Framework Agreement.

Term : The Huachen IT Equipment  Renta l  Framework 
Agreement is for a period of three financial years from 
1 January 2018 to 31 December 2020.

Pricing policy : The fees for the rental of the information technology 
equipment under the Huachen IT Equipment Rental 
Framework Agreement to be provided by the Huachen 
Group shall be determined principally by arm’s length 
commercial negotiations according to the principles 
of fairness and reasonableness at a price to be agreed 
between the JV Group and the Huachen Group upon 
the basis of the principle of “cost plus”.
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Cost plus is determined based on the cost for providing 
the information technology equipment by the Huachen 
Group plus a margin as agreed between the JV Group 
and the Huachen Group and the cost is estimated with 
reference to the expenses incurred by the usage of 
information technology equipment such as computers 
and servers, etc. by the JV Group on a pro-rata basis 
with reference to the number of users of the systems, 
the number of computers provided to the JV Group, the 
number of users of the internet services, and utility rate 
or usage amount of the servers, etc.

The rental of the various information technology 
equipment from the Huachen Group contemplated 
under the Huachen IT Equipment Rental Framework 
Agreement will be conducted in the ordinary and usual 
course of business of the JV Group and the Huachen 
Group on normal commercial terms and on terms not 
less favourable than those to be provided by other 
independent third parties (if available).

(C) Supplemental Agreement

Supplemental agreement to the comprehensive services agreement in relation to 
the provision of services by the Group to the Huachen Group

Parties : The Company and Huachen

Subject matter : Reference i s  made to the announcement of  the 
Company dated 15 November 2017 in relation to, 
among other matters, the Huachen Comprehensive 
Services Framework Agreement. Pursuant to the 
Huachen  Comprehens ive  Se rv i ce s  F r amework 
Agreement (as amended and supplemented by the 
Supplemental Agreement), the services to be provided 
by members of the Group to members of the Huachen 
Group mainly include manual labour, design and 
energy services. 

Pursuant to the Supplemental Agreement entered into 
on 6 December 2018, energy services is the newly 
added services to be provided by the JV Group to the 
Huachen Group. Taking into account the provision 
of the energy services ,  the maximum aggregate 
consideration payable by the Huachen Group to the 
Group per annum in connection with the Huachen 
Comprehensive Services Framework Agreement (as 
amended and supplemented by the Supplemental 
Agreement), for the three financial years ending 31 
December 2020 are amended as follows:

14.60(1)

14.60(2)
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For the year ending 31 December
2018 2019 2020

RMB’000 RMB’000 RMB’000

Existing Annual 
Caps 82,500 66,700 66,700

Revised Annual 
Caps 124,815 116,623 113,604

Save for the inclusion of additional services and 
revision of the Existing Annual Caps to the Revised 
Annual Caps, all other terms and conditions under 
the Huachen Comprehensive Services Framework 
Agreement remain the same.

Pricing policy for 
energy services

: The fees for energy services to be provided by the 
Group to the Huachen Group is determined at a price to 
be agreed between the Group and the Huachen Group 
upon the basis of the principle of “cost plus”.

Cost plus is determined based on the cost for providing 
the required service covered under the Huachen 
Comprehensive Services Framework Agreement (as 
amended and supplemented by the Supplemental 
Agreement) to the Huachen Group plus a margin 
as  agreed be tween the Group and the Huachen 
Group and the cost is estimated with reference to, 
where applicable, labour, taxation, management fee, 
completion time frame and material cost, etc. In 
determining the margin to be used, the Group will 
make reference to the internal target profit margin of 
different services of the Group that is expected to be 
achieved by the Group.

The Huachen CCT Agreements only set out the overriding and major terms of 
the transactions to be carried out by the relevant parties. Details of the terms and 
conditions (including payment mode and payment terms) for the transactions 
contemplated under the Huachen CCT Agreements will be dealt with in the 
purchase orders to be placed by the relevant purchaser, which will be in line with 
the company policies adopted by the relevant vendor from time to time and may be 
varied in accordance with the prevailing market situation. The scope and fees under 
the Huachen CCT Agreements will be agreed by the relevant parties with reference 
to the pricing policies of the relevant provider and the prevailing market condition. 
All the payments under the Huachen CCT Agreements shall be normally settled in 
cash or note payable with credit terms ranging from 30 to 90 days, which is the usual 
credit term policy adopted by the Group.

14.58(3)
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II. CONTINUING CONNECTED TRANSACTIONS WITH RENAULT

Background of the continuing connected transactions with Renault

On 20 December 2017, the Group and Renault formed the JV Company with an aim 
to manufacture and distribute, among others, LCV products under the Renault brand. 
During the course of its business, the JV Group will acquire automobiles, materials and 
automotive components from the Renault Group and obtain services from the Renault 
Group, on an ongoing basis. Details of these agreements are set out below:

(A) Renault Framework Purchase Agreement

Purchases of automobiles, materials and automotive components by the JV Group 
from the Renault Group

Vendor : The Renault Group

Purchaser : The JV Group

Agreement : On 6 December 2018, the JV Company and Renault 
en te red  in to  the  Renau l t  F ramework Purchase 
Agreement in relation to the purchases of automobiles, 
materials and automotive components by the JV Group 
from the Renault Group for the purpose of the JV 
Group’s daily operation for a period of three financial 
years from 1 January 2018 to 31 December 2020.

The par t ies wi l l  enter  in to individual  purchase 
agreement setting out specific terms including the 
transactions price determination, settlement method, 
payment terms and timing of payment. Such terms will 
be consistent with the principles and the terms of the 
Renault Framework Purchase Agreement.

Pricing policy : The pricing for each purchase of automobiles, materials 
or automotive components from the Renault Group for 
use in the JV Company’s automobile manufacturing 
shall be determined at a price to be agreed between the 
JV Group and the Renault Group upon the basis of the 
principle of “cost plus”.

14.60(1)

14.60(2)
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Cos t  p lus  i s  de te rmined based on the  cos t  fo r 
m a n u f a c t u r i n g  t h e  r e q u i r e d  s p e c i f i c a t i o n  a n d 
quantity of the automobiles, materials or automotive 
components to be purchased from the Renault Group 
plus a margin as agreed between the JV Group and 
the Renault Group and the cost is estimated with 
reference to, where applicable, material cost, labour 
cost, taxation, management fee and storage fee, etc. 
In determining the margin to be used, the JV Group 
will make reference to the internal target profit margin 
of different vehicle models of the JV Group that is 
expected to be achieved by the JV Group.

T h e  p u r c h a s e s  o f  a u t o m o b i l e s ,  m a t e r i a l s  a n d 
automotive components from the Renault Group under 
the Renault Framework Purchase Agreement will be 
conducted in the ordinary and usual course of business 
of the JV Group and the Renault Group on normal 
commercial terms and on terms not less favourable than 
those to be provided by other independent third parties 
(if available).

(B) Renault Comprehensive Services Framework Agreement

Comprehensive services agreement in relation to the purchases of services by the 
JV Group from the Renault Group

Parties : The JV Company and Renault

Agreement : On 6 December 2018, the JV Company and Renault 
entered into the Renault Comprehensive Services 
Framework Agreement in relation to the purchases 
of services by the JV Group from the Renault Group 
for a period of three financial years from 1 January 
2018 to 31 December 2020.

Services to be 
provided by the 
Renault Group

: Services to be provided by the Renault Group to 
the JV Group mainly include technical assistant 
services, information technology support services, 
research and development services, and personnel 
secondment services.

14.60(1)

14.60(2)
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Pricing policy for 
technical assistant 
services

: The pricing for technical assistant services to be 
provided by the Renault Group to the JV Group 
shall be determined principally on arm’s length 
commercial negotiations according to the principles 
of fairness and reasonableness at a price to be agreed 
between the JV Group and the Renault Group upon 
the basis of the principle of “cost plus”.

Cost plus is determined based on the cost for 
providing the required services to be purchased 
from the Renault Group plus a margin as agreed 
between the JV Group and the Renault Group 
and the cost is estimated with reference to, where 
applicable, labour, expertise, time spent, travel, meal 
allowances, and accommodation expenses etc.

Pricing policy for 
information 
technology support 
services

: The pricing for information technology support 
services to be provided by the Renault Group to the 
JV Group shall be determined principally on arm’s 
length commercial negotiations according to the 
principles of fairness and reasonableness at a price 
to be agreed between the JV Group and the Renault 
Group upon the basis of the principle of “cost plus”.

Cost plus is determined based on the cost for 
providing the required services to be purchased from 
the Renault Group plus a margin as agreed between 
the JV Group and the Renault Group and the cost is 
estimated with reference to, where applicable, the 
expenses incurred by the usage of resources such as 
computers and servers, etc. by the JV Group on a 
pro-rata basis with reference to the number of users 
of the systems, the number of computers provided 
to the JV Group, the number of users of the internet 
services, and utility rate or usage amount of the 
servers, etc.

Pricing policy for 
research and 
development 
services

: The pricing for research and development services to 
be provided by the Renault Group to the JV Group 
shall be determined principally on arm’s length 
commercial negotiations according to the principles 
of fairness and reasonableness at a price to be agreed 
between the JV Group and the Renault Group upon 
the basis of the principle of “cost plus”.

14.58(5)
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Cost plus is determined based on the cost for 
providing the required services to be purchased from 
the Renault Group plus a margin as agreed between 
the JV Group and the Renault Group and the cost 
is estimated with reference to, where applicable, 
complexity of the design, research and development 
and labour cost etc.

Pricing policy 
for personnel 
secondment services

: The pricing for personnel secondment services to 
be provided by the Renault Group to the JV Group 
shall be determined principally on arm’s length 
commercial negotiations according to the principles 
of fairness and reasonableness at a price to be agreed 
between the JV Group and the Renault Group upon 
the basis of the principle of “cost plus”.

Cost plus is determined based on the cost for 
providing the required services to be purchased 
from the Renault Group plus a margin as agreed 
between the JV Group and the Renault Group 
and the cost is estimated with reference to, where 
applicable, the positions of the personnel in the JV 
Group, expertise, time spent, travel cost, business 
entertainment and invitation, vehicle use, office 
supplies, telecommunication costs and other normal 
costs etc.

In determining the margin to be used for each of 
the services under the Renault Comprehensive 
Services Framework Agreement, the JV Group will 
make reference to the internal target profit margin 
of different vehicle models of the JV Group that is 
expected to be achieved by the JV Group.

The purchases  o f  se rv ices  f rom the  Renau l t 
Group under the Renault Comprehensive Services 
Framework Agreement will be conducted in the 
ordinary and usual course of business of the JV 
Group and the Renault Group on normal commercial 
terms and on terms not less favourable than those 
to be provided by other independent third parties (if 
available).
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The Renault CCT Agreements only set out the overriding and major terms of the 
transactions to be carried out by the relevant parties. Details of the terms and 
conditions (including payment mode and payment terms) for the transactions 
contemplated under the Renault CCT Agreements will be dealt with in the 
purchase orders to be placed by the relevant purchaser, which will be in line with 
the company policies adopted by the relevant vendor from time to time and may be 
varied in accordance with the prevailing market situation. The scope and fees under 
the Renault CCT Agreements will be agreed by the relevant parties with reference 
to the pricing policies of the relevant provider and the prevailing market condition. 
All the payments under the Renault CCT Agreements shall be normally settled in 
cash or note payable with credit terms ranging from 30 to 90 days, which is the usual 
credit term policy adopted by the Group.

III. REQUIREMENTS OF THE LISTING RULES

Huachen

As at the date of this announcement, Huachen is interested in 2,135,074,988 Shares 
(representing approximately 42.32% of the entire issued share capital of the Company). 
Being a substantial Shareholder, Huachen is considered as a connected person of the 
Company under the Listing Rules. Transactions between members of the Group and 
members of the Huachen Group constitute connected transactions under Rule 14A.23 of 
the Listing Rules.

As the highest of the applicable percentage ratios (other than the profits ratio) in respect 
of the annual caps for the transactions with Huachen contemplated under each of the 
Huachen Premises Leasing Framework Agreement, when aggregated with the Huachen 
Previous Transaction, and the Huachen IT Equipment Rental Framework Agreement 
will be more than 0.1% but less than 5%, the transactions under each of the Huachen 
Premises Leasing Framework Agreement and the Huachen IT Equipment Rental 
Framework Agreement will constitute continuing connected transactions that are subject 
to the reporting and announcement requirements but are exempt from the circular, 
independent financial advice and shareholders’ approval requirements under Rule 
14A.76(2) of the Listing Rules.

Due to the inclusion of additional services, by entering into of the Supplemental 
Agreement to the Huachen Comprehensive Services Framework Agreement, the 
transactional amounts for the three financial years ending 31 December 2018 to 2020 
are expected to be higher than the level envisaged at the time of entering into of the 
Huachen Comprehensive Services Framework Agreement. As the applicable percentage 
ratios in respect of the Revised Annual Caps will be more than 0.1% but less than 5%, 
the Supplemental Agreement and the Revised Annual Caps are only subject to the 
reporting and announcement requirements but are exempt from the circular, independent 
financial advice and shareholders’ approval requirements under Rule 14A.76(2) of the 
Listing Rules.

14A.68(2)
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Renault

As at the date of this announcement, the JV Company’s effective equity interest is owned 
as to 51% by the Company and as to 49% by Renault, respectively. Accordingly, Renault 
is a connected person of the Company only by virtue of being a substantial shareholder 
of the Company’s non-wholly owned subsidiary. Therefore, transactions between the JV 
Group and the Renault Group constitute connected transactions of the Company under 
Chapter 14A.23 of the Listing Rules.

By virtue of Rule 14A.101 of the Listing Rules, as (i) Renault is a connected person 
of the Company at the subsidiary level; (ii) each of the Renault CCT Agreements are 
entered into on normal commercial terms; (iii) the Board (including all the independent 
non-executive Directors) has approved each of the Renault CCT Agreements and 
confirmed that the terms of each of the Renault CCT Agreements are fair and reasonable, 
the transactions contemplated thereunder are on normal commercial terms and in 
the interests of the Company and the Shareholders as a whole, each of the Renault 
CCT Agreements are subject to the reporting and announcement requirements but are 
exempted from the circular, independent financial advice and shareholders’ approval 
requirements under Chapter 14A of the Listing Rules.

Directors’ interest

Mr. Wu Xiao An (also known as Mr. Ng Siu On) and Mr. Qi Yumin are directors of the 
Company and Huachen. Due to common directorship, the said Directors abstained from 
voting on the board resolutions approving each of the Huachen CCT Agreements, as well 
as the transactions contemplated thereunder accordingly. Save as aforesaid, no Director 
has a material interest in the Continuing Connected Transactions.

R14A.68(8)
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IV. PROPOSED CAPS

Proposed Caps

The following table sets out the actual transaction amount of the Continuing Connected 
Transactions between 1 January 2018 to 31 October 2018, where applicable, and the 
Proposed Caps of the Continuing Connected Transactions for the three financial years 
ending 31 December 2020:

For the financial 
year ending 31 December

1 January 
to 31 October

2018 2019 2020 2018

Continuing Connected Transactions
Major type 
of products

Proposed Cap 
(RMB’000)

Proposed Cap 
(RMB’000)

Proposed Cap 
(RMB’000)

Historical 
figures

(RMB’000)

I Continuing Connected Transactions with Huachen

A. Huachen Premises Leasing Framework Agreement (Note 1)

A1 Lease of premises by the JV Group from 
the Huachen Group

Lease of premises 3,150 7,350 7,350 2,520
(Note 2)

B. Huachen IT Equipment Rental Framework Agreement (Note 1)

B1 Rental of information technology 
equipment by the JV Group from the 
Huachen Group

Rental of computer 
hardwares

10,994 9,697 6,022 –

C. Huachen Comprehensive Services Framework Agreement (as amended and supplemented by the Supplemental Agreement) (Note 1)

C1 Provision of services by members of the 
Group to members of the Huachen Group

Manual labour, 
design and 
energy services

124,815 116,623 113,604 51,770
(Note 3)

II Continuing Connected Transactions with Renault

A. Renault Framework Purchase Agreement (Note 1)

A1 Purchase of automobiles by the JV 
Group from the Renault Group

Automobiles 3,150 194,250 971,250 600
(Note 4)

A2 Purchase of materials and automotive 
components by the JV Group from the 
Renault Group

Engines, radios, rear 
axles, head lights, safety 
air bags and seat belts

3,150 25,830 147,263 —

B. Renault Comprehensive Services Framework Agreement (Note 1)

B1 Purchase of services by the JV Group 
from the Renault Group

140,906 392,154 299,806 60,043
(Note 5)

14.58(4)

14A.68(4)
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Notes:

(1) Pursuant to the CCT Agreements, (i) the Company is entitled to procure any other member of 
the Group to perform the Group’s obligation to provide services to the Huachen Group; (ii) the 
JV Company is entitled to procure any of its subsidiaries (if any) to lease the premises and rent 
information technology equipment from the Huachen Group; and (iii) the JV Company is entitled 
to procure any of its subsidiaries (if any) to perform the JV Company’s obligations to purchase 
the automobiles, materials and automotive components or services (as the case may be) from the 
Renault Group, in any circumstances including change in the structure of the group or change in the 
product mix of any member of the group.

(2) The historical figure relates to the actual amount incurred by the JV Company as a result of the 
lease of premises by the JV Company from the Huachen Group during the period between 1 January 
2018 to 31 October 2018. As each of the relevant percentage ratios in relation to such historical 
figure is below 0.1%, the historical transactions fall within the de minimis threshold as stipulated 
under Rule 14A.76(1) of the Listing Rules and are fully exempt from shareholders’ approval, annual 
review and all disclosure requirements under Chapter 14A of the Listing Rules.

(3) The historical figure relates to the services provided by the Group to the Huachen Group during 
the period between 1 January 2018 to 31 October 2018 pursuant to the Huachen Comprehensive 
Services Framework Agreement under which the Existing Annual Caps were announced on 15 
November 2017. The services included manual labour services in an amount of RMB16,726,000 
and design services in an amount of RMB 5,452,000. Further, the historical figure also relates to 
the newly added energy services of RMB 29,592,000 provided by the JV Company to the Huachen 
Group during the period between 1 January 2018 to 31 October 2018. The JV Company commenced 
provision of the energy services to the Huachen Group since 1 January 2018. The highest of the 
applicable percentage ratios in relation to such historical figure of the energy services exceeded 0.1% 
in late May 2018.

(4) The historical figure relates to the purchase of automobiles by the JV Company from the Renault 
Group during the period between 1 January 2018 to 31 October 2018. As each of the relevant 
percentage ratios in relation to such historical figure is below 1%, the historical transactions fall 
within the de minimis threshold as stipulated under Rule 14A.76(1) of the Listing Rules and are 
fully exempt from shareholders’ approval, annual review and all disclosure requirements under 
Chapter 14A of the Listing Rules.

(5) The historical figures relate to the purchase of services by the JV Company from the Renault 
Group during the period between 1 January 2018 to 31 October 2018. The highest of the applicable 
percentage ratios in relation to such historical figure exceeded 1% in mid October 2018. 

The JV Company has been providing energy services to the Huachen Group since 
1 January 2018 and up to 31 October 2018, the aggregate amount of energy services 
provided to the Huachen Group amounted to approximately RMB29,592,000 (the 
“Historical Energy Transaction”). As the highest of the applicable percentage ratios 
(other than the profits ratio) in respect of the Historical Energy Transaction exceeded 
0.1% but less than 5%, the Historical Energy Transaction constituted continuing 
connected transaction that is subject to the reporting and announcement requirements but 
are exempt from the circular, independent financial advice and shareholders’ approval 
requirements under Rule 14A.76(2) of the Listing Rules. Nevertheless, the Company 
should have complied with the announcement requirement set out in Rule 14A.35 of the 
Listing Rules when the aggregate amount of the Historical Energy Transaction exceeded 
RMB5,304,723, i.e. the de minimis threshold as allowed by the Listing Rules, in late 
May 2018. The Group has conducted the Historical Energy Transaction in its ordinary 
and usual course of business but there was no written agreement for the Historical 
Energy Transaction.
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The JV Company has been purchasing services from the Renault Group since 1 January 
2018 and up to 31 October 2018, the aggregate amount of services purchased from the 
Renault Group amounted to approximately RMB60,043,000 (the “Historical Services 
Transaction”). As the highest of the applicable percentage ratios (other than the profits 
ratio) in respect of the Historical Services Transaction exceeded 1% but less than 5%, 
the Historical Services Transaction constituted continuing connected transaction that 
is subject to the reporting and announcement requirements but are exempt from the 
circular, independent financial advice and shareholders’ approval requirements under 
Rule 14A.76(2) of the Listing Rules. Nevertheless, the Company should have complied 
with the announcement requirement set out in Rule 14A.35 of the Listing Rules when the 
aggregate amount of the Historical Services Transaction exceeded RMB53,047,230, i.e. 
the de minimis threshold as allowed by the Listing Rules, in mid Oct 2018. The Group 
has conducted the Historical Services Transaction in its ordinary and usual course of 
business but there was no written agreement for the Historical Services Transaction. 

The failure to enter into written agreements for and to make timely disclosure of 
the Historical Energy Transaction and Historical Services Transaction constituted a 
breach of Rules 14A.34 and 14A.35 of the Listing Rules. Since the formation of the JV 
Company with Renault at the beginning of 2018, it has taken some time for the new 
management team of the JV Company to be on board and to understand and take up the 
operation of the JV Company. The failure to enter into written agreements for and to 
make timely disclosure was due to the lack of proper understanding of the Listing Rules 
by the new management team of the JV Company, which was not intentional. The Stock 
Exchange reserves its right to take actions against the Company and/or the Directors as a 
result of the breach of the Listing Rules.

The Company will take immediate remedial steps to tighten its internal control 
procedures with a view to ensuring timely compliance with the relevant requirements 
of the Listing Rules and preventing a recurrence of similar event. These measures 
will include (a) provision of more training to the staff of the JV Company to ensure 
that the relevant procedures will be consistently followed; (b) timely provision to 
management of the JV Company with the latest amendments of the Listing Rules and 
the relevant laws and regulations from time to time to improve its information disclosure 
management system to keep the Stock Exchange and the Shareholders informed of 
the relevant information; (c) strengthening of the internal financial control of the JV 
Company through enhancing training to the financial team of the JV Company; and (d) 
strengthening of internal control procedures by the JV Company to monitor the trading 
volume of any continuing connected transactions between the JV Company and its 
connected persons and to report to the management of the Company on a regular basis.

The Directors possess sufficient knowledge and understanding of the Listing Rules and 
are fully aware of the requirements thereunder as well as their obligations to ensure 
compliance with the same. The Directors will ensure such requirements are fully 
observed by responsible personnel in the future.
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Basis in determining the Proposed Caps and the Revised Annual Caps

In determining the Proposed Caps and Revised Annual Caps for the Continuing 
Connected Transactions for the three financial years ending 31 December 2020, the 
Board has based their estimates on the historical transaction amounts, where applicable, 
and the sales forecast of the relevant financial years. Important and objective assumptions 
and factors, though not exhaustive but were arrived at after due and careful consideration 
of data currently in hand, are set out as below:

– the anticipated market condition of the automobile industry in the PRC in the three 
financial years ending 31 December 2020;

– the anticipated sales of automobiles by the Group in the coming three financial 
years ending 31 December 2020;

– the scheduled launch of new model of minibuses and new range of automobiles by 
the JV Company and the upgrading of the JV Company’s existing minibuses and 
MPV models in the coming three financial years ending 31 December 2020;

– the expected increase in demand for materials and automotive components from the 
Renault Group in anticipation of the enhancement of the Group’s existing minibus 
operation and new models to be produced by the JV Company in the PRC in the 
coming three financial years ending 31 December 2020;

– the anticipated increase in demand for research and development services from the 
Renault Group as a result of the formation of the JV Company with Renault and 
the introduction of new LCV models by the JV Company in the future;

– the expected rate of usage and demand for the premises, goods and services during 
the term of Continuing Connected Transactions estimated based on the historical 
transaction volume and amount where available;

– the expected prices for the relevant goods and services by reference to the 
historical prices and applicable rates;

– the historical figures of the Continuing Connected Transactions (where applicable); 
and

– a certain percentage of buffer for potential increment in the transaction volume.

To ensure that the actual prices and fees for the transactions under each of the CCT 
Agreements will be no less favourable to the Group than that available from independent 
third parties (where available), members of the Group will conduct regular checks to 
review and assess whether the Continuing Connected Transactions have been entered 
into in accordance with the terms of the relevant framework agreements. In addition, 
the auditors of the Company will be engaged to review the Continuing Connected 
Transactions to assess whether the Continuing Connected Transactions have been carried 
out in accordance with the pricing policies of the Group.

14A.68(4)
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V. INFORMATION OF THE PARTIES

Information on the Group

The Group is engaged in the manufacture and sale of automobiles and automotive 
components through its major operating subsidiaries including the JV Company, and 
the provision of auto financing service to customers and dealers through its subsidiary. 
In addition, the Group also owns a 50% equity interest in its major joint venture BMW 
Brilliance Automotive Ltd. which is engaged in the manufacture and sale of BMW 
vehicles in the PRC.

Information on Renault

The Renault Group has been making cars since 1898. Today it is an international 
multi-brand group, selling close to 3.76 million vehicles in 134 countries in 2017, with 
36 manufacturing sites, 12,700 points of sales and employing more than 180,000 people. 
To meet the major technological challenges of the future and continue its strategy of 
profitable growth, the Renault Group is harnessing international expansion and the 
complementary synergies of its five brands, Renault, Dacia, Renault Samsung Motors, 
Alpine and LADA, together with electric vehicles.

Information on Huachen

Huachen is a state-owned limited liability company which was established under 
the laws of the PRC on 16 September 2002 and is wholly beneficially owned by the 
Liaoning Provincial Government of the PRC. The principal activities of Huachen include 
but are not limited to investment holding, manufacture and sale of Zhonghua sedans, and 
refitting and sale of automobiles.

VI. REASONS FOR THE CONTINUING CONNECTED TRANSACTIONS AND FOR 
REVISING THE EXISTING ANNUAL CAPS

The Group is engaged in, among others, the manufacture and sale of automobiles and 
automotive components through its major operating subsidiaries in the PRC. The Group 
owns a 51% equity interest in the JV Company, which is engaged/will engage in the 
manufacturing and distribution of LCV products under the Renault, JinBei and Huasong 
brands. All the Continuing Connected Transactions are carried out in the ordinary 
course of business of the Group and are expected to continue to be carried out in the 
three financial years ending 31 December 2020. Since the completion of the disposal 
of the 49% equity interest in the JV Company to Renault as more particularly set out 
in the announcement issued by the Company on 20 December 2017, the JV Company 
had been conducting research and development on automobiles through the support 
of the Company and Renault and is in the process of developing new and modifying 
LCV products under both the JinBei and Renault brands. To facilitate the research 
and development in progress, the JV Group will require the use of a research and 
development centre and vehicle testing centre as well as various information technology 

14.58(2)
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equipment. The manufacturing facilities of the JV Group and the Huachen Group are 
both located in Shenyang, the PRC. With close proximity of the manufacturing facilities 
of the JV Group and the Huachen Group, it is more cost-effective for the JV Group to 
lease the research and development centre and vehicle testing centre owned by, as well as 
utilising various information technology equipment rented from, the Huachen Group.

As part of the production/research and development process conducted by the JV 
Company, steam has been generated as a side product. As the manufacturing facilities of 
the Huachen Group are located in close proximity to that of the JV Group, steam can be 
easily transferred from the manufacturing facilities of the JV Group to the manufacturing 
facilities of the Huachen Group in a stable and transportation-efficient manner that fits 
the future operational need of the Huachen Group. Given the Group will not have any 
use of the steam, the provision of steam services to the Huachen Group allows the JV 
Company to generate additional income.

The Company has also been working closely with the Renault Group to formulate 
strategic plans for the JV Company with the aim to turn around the JV Company’s 
existing minibus operation as well as cultivate the full potential of the LCV market in the 
PRC by utilising the expertise and knowhow of the two shareholders. The transactions 
contemplated under each of the Renault CCT Agreements will enable the JV Group to 
leverage on the advanced technologies, product depth and management expertise of the 
Renault Group, in order to upraise the competitiveness of the JV Company’s existing 
business while developing new growth with both JinBei and Renault products.

In addition to strengthening the JV Company’s existing minibus operation, the JV 
Company also intends to introduce several Renault models for research and development 
tailor made for the PRC market and if successful, proceed with production. The JV 
Company currently does not possess the know-how and technology, nor the facilities 
to meet the quality and technical requirements of the Renault Group. The provision of 
technical assistant services, information technology support services, corresponding 
research and development services and personnel secondment services by the Renault 
Group will facilitate the JV Company to meet the quality and technical requirements of 
the Renault Group. 

The JV Company will also purchase raw materials and basic automotive components, in 
particular automotive components that are specially designed and exclusively offered by 
the Renault Group, in its ordinary course of business to be used in the manufacturing of 
automotive components and for processing into core automotive components for use in 
its automobile manufacturing.

The transactions contemplated under each of the CCT Agreements are expected to be 
of a recurrent nature and will occur on a regular and continuing basis in the ordinary 
and usual course of business of the Group according to its needs and are carried out 
on normal commercial terms and reasonably priced. The Board believes that the goods 
and services to be provided by the Huachen Group and the Renault Group, which are 
tailored to the unique requirements and circumstances of the JV Company, would enable 
the Group to benefit from the expertise and experience of the Huachen Group and the 
Renault Group in the automobile industry. They will have no adverse effect on the 
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Company and will not impair the interests of the Shareholders. The pricing policy and 
pricing of the connected transactions are based on open, fair and impartial rates and are 
agreed upon the negotiation of the parties.

Save for Mr. Wu Xiao An (also known as Mr. Ng Siu On) and Mr. Qi Yumin, who are 
directors of the Company and Huachen and have abstained from voting on the board 
resolutions approving each of the Huachen CCT Agreements and the transactions 
contemplated thereunder, the Directors (including the independent non-executive 
Directors) have approved the transactions contemplated under each of the CCT 
Agreements and are of the view that each of the CCT Agreements and the transactions 
contemplated thereunder have been entered into in the ordinary and usual course of 
business of the Group and are on normal commercial terms, and the terms thereof 
(including the Proposed Caps) are fair and reasonable and in the interests of the 
Company and the Shareholders as a whole.

VII. DEFINITIONS

In this announcement, unless otherwise defined, terms used herein shall have the 
following meanings:

“30%-controlled company” has the meaning ascribed thereto in the Listing Rules;

“associates” has the meaning ascribed thereto in the Listing Rules;

“Board” the board of Directors;

“CCT Agreements” the Huachen CCT Agreements and the Renault CCT 
Agreements as set out in this announcement;

“Companies Ordinance” Companies Ordinance (Chapter 622 of the Laws of 
Hong Kong);

“Company” Brilliance China Automotive Holdings Limited (華
晨中國汽車控股有限公司*), an exempted company 
incorporated in Bermuda with limited liability on 9 
June 1992, whose securities are listed on the Stock 
Exchange;

“connected persons” has the meaning ascribed thereto in the Listing Rules;

“Continuing Connected 
Transactions”

the transactions between members of the Group and the 
connected persons pursuant to the CCT Agreements;

“Directors” the directors of the Company;

R14A.68(3)
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“Existing Annual Caps” the maximum aggregate consideration payable by the 
Huachen Group to the Group per annum in connection 
with the Huachen Comprehensive Services Framework 
Agreement for the three financial years ending 31 
December 2020, the particulars of which are set out 
in the paragraph titled “I. Continuing Connected 
Transactions with Huachen and Revision of Annual 
Cap Amounts for Continuing Connected Transactions 
with Huachen – (C) Supplemental Agreement – Subject 
matter” in this announcement;

“Group” the Company and its subsidiaries;

“Hong Kong” the Hong Kong Special Administrative Region of the 
PRC;

“Huachen” 華晨汽車集團控股有限公司 (Huachen Automotive 
Group Holdings Company Limited*), the controlling 
shareholder of the Company which as at the date of this 
announcement is interested in approximately 42.32% of 
the issued share capital of the Company;

“Huachen CCT Agreements” the Huachen Premises Leasing Framework Agreement, 
t he  Huachen IT Equ ipmen t  Ren ta l  F ramework 
Agreement and the Supplemental Agreement;

“Huachen Comprehensive 
Services Framework 
Agreement”

the comprehensive services agreement dated 15 
November 2017 in relation to the provision of services 
by members of the Group to members of the Huachen 
Group;

“Huachen Group” Huachen, its subsidiaries and, for the purpose of 
this announcement, shall include its 30%-controlled 
companies;

“Huachen IT Equipment Rental 
Framework Agreement”

the framework agreement dated 6 December 2018 
entered into by and between the JV Company and 
Huachen in relation to the rental of various information 
technology equipment by the JV Group from the 
Huachen Group;

“Huachen Premises Leasing 
Framework Agreement”

the framework agreement dated 6 December 2018 
entered into by and between the JV Company and 
Huachen in relation to the lease of premises to be used 
for and as research and development centre and vehicle 
testing centre by the JV Group from the Huachen 
Group;

* For identification purposes only
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“Huachen Previous 
Transaction”

the transaction contemplated under the agreement dated 
15 December 2017 entered into between Huachen 
and the JV Company in relation to the lease of certain 
factory facilities, workshops and office space by 
Huachen to the JV Company for a period of 20 years as 
announced by the Company on 20 December 2017; 

“JV Company” Renaul t  Bri l l iance J inbei Automotive Company 
Limited (華晨雷諾金杯汽車有限公司), a sino-foreign 
equity joint venture established in the PRC where the 
effective equity interest is owned as to 51% by the 
Company and as to 49% by Renault;

“JV Group” the JV Company and its subsidiaries (if any);

“LCV” light commercial vehicle;

“Listing Rules” the Rules Governing the Listing of Securities on the 
Stock Exchange;

“MPV” multi-purpose vehicle;

“PRC” The People’s Republic of China and, for the sole 
purpose of this announcement, shall exclude Hong 
Kong, Macau Special Administrative Region of the 
PRC and Taiwan;

“Proposed Caps” the estimated annual monetary values of the Continuing 
Connected Transactions for the three financial years 
ending 31 December 2020;

“Renault” Renault SAS, a company incorporated under the laws 
of France;

“Renault CCT 
Agreements”

the Renault Framework Purchase Agreement and 
the Renault Comprehensive Services Framework 
Agreement;

“Renault Comprehensive 
Services Framework 
Agreement”

the comprehensive services agreement dated 6 December 
2018 entered into by and between the JV Company and 
Renault in relation to the purchases of services by the JV 
Group from the Renault Group;

“Renault Framework 
Purchase Agreement”

the framework purchase agreement dated 6 December 
2018 entered into by and between the JV Company and 
Renault in relation to the purchases of automobiles, 
materials and automotive components by the JV Group 
from the Renault Group;
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“Renault Group” Renault, its subsidiaries and, for the purpose of this 
announcement, shal l include i ts 30%-control led 
companies;

“Revised Annual Caps” the revised maximum aggregate consideration payable 
by the Huachen Group to the Group per annum in 
connection with the Huachen Comprehensive Services 
Framework Agreement (as amended and supplemented 
by the Supplemental Agreement) for the three financial 
years ending 31 December 2020, the particulars of 
which are set out in the paragraph titled “I. Continuing 
Connected Transactions with Huachen and Revision 
of Annual Cap Amounts for Continuing Connected 
Transact ions with Huachen – (C) Supplemental 
Agreement – Subject matter” in this announcement;

“RMB” renminbi, the lawful currency of the PRC;

“Shareholder(s)” holder(s) of Shares;

“Shares” shares at par value of US$0.01 each in the share capital 
of the Company;

“Stock Exchange” The Stock Exchange of Hong Kong Limited;

“subsidiary” has the meaning ascribed thereto under the Companies 
Ordinance;

“Supplemental Agreement” the supplemental agreement dated 6 December 2018 
entered into between the Company and Huachen to 
amend and supplement the Huachen Comprehensive 
Services Framework Agreement; and

“US$” United States dollars, the lawful currency of the United 
States of America.

By order of the Board
Brilliance China Automotive Holdings Limited

Wu Xiao An
(also known as Ng Siu On)

Chairman

Hong Kong, 6 December 2018

As at the date of this announcement, the board of directors of the Company comprises four 
executive directors, Mr. Wu Xiao An (also known as Mr. Ng Siu On) (Chairman), Mr. Qi 
Yumin (Chief Executive Officer), Mr. Qian Zuming (Chief Financial Officer) and Mr. Zhang 
Wei; and three independent non-executive directors, Mr. Xu Bingjin, Mr. Song Jian and Mr. 
Jiang Bo.
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