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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 contents of this 
announcement.

CONTINUING CONNECTED TRANSACTIONS IN RELATION TO THE
(1) MINE DEVELOPMENT SERVICES FRAMEWORK AGREEMENT;

(2) CEMENT PRODUCTION EQUIPMENT AND SUPPLIES
FRAMEWORK AGREEMENT;

(3) ENGINEERING AND TECHNICAL SERVICES FRAMEWORK AGREEMENT;
AND

(4) CLINKER AND CEMENT TRANSACTIONS FRAMEWORK AGREEMENTS

INTRODUCTION

This announcement is made by China Shanshui Cement Group Limited (the “Company”, and 
together with its subsidiaries, the “Group”) pursuant to Chapter 14A of the Rules Governing 
the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Listing Rules”).

We refer to the announcement of the Company dated 4 November 2021 (the “4 November 
Announcement”) in relation to, among other things, the past non-compliance with Chapter 
14A of the Listing Rules.

As part of the Company’s efforts to rectify the past non-compliance as described in the 
4 November Announcement, on 13 December 2021, Shandong Shanshui Cement Group 
Company Limited (“Shandong Shanshui”), the Company’s main operating entity and indirect 
wholly-owned subsidiary, has entered into the following agreements with China National 
Building Material Group Co., Ltd (“CNBMG”), Shandong Quanxing Jingshi Cement Co., Ltd. 
(“Shandong Quanxing”) and Shandong Donghua Cement Co., Ltd. (“Shandong Donghua”), 
each an affiliate of CNBMG:

(a) the framework agreement in relation to the Mine Development Services with CNBMG (the 
“Mine Development Services Framework Agreement”);

(b) the framework agreement in relation to the Cement Production Equipment and Supplies 
with CNBMG (the “Cement Production Equipment and Supplies Framework 
Agreement”);
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(c) the framework agreement in relation to the Engineering and Technical Services with 
CNBMG (the “Engineering and Technical Services Framework Agreement”); and

(d) the framework agreement in relation to the Clinker and Cement Transactions  with 
each of CNBMG (the “CNBMG Clinker and Cement Transactions Framework 
Agreement”) , Shandong Quanxing  ( the “Shandong Quanxing Clinker and 
Cement Transactions Framework Agreement”) and Shandong Donghua (the 
“Shandong Donghua Clinker and Cement Transactions Framework Agreement”, 
and together with the CNBMG Clinker and Cement Transact ions Framework 
Agreement and the Shandong Quanxing Clinker and Cement Transactions Framework 
Agreement, the “Clinker and Cement Transactions Framework Agreements”)  
 
(collectively, the “Framework Agreements”).

The Framework Agreements will govern all existing contracts between the Company’s group 
companies and CNBMG’s group companies  (or affiliates, as the case may be) on the relevant 
category of continuing connected transactions. All new continuing connected transactions 
between the Company’s group companies and CNBMG’s group companies (or affiliates, as 
the case may be) will be carried out pursuant to the terms of such Framework Agreements 
and in compliance with the relevant requirements for continuing connected transactions under 
Chapter 14A of the Listing Rules.

LISTING RULES IMPLICATIONS IN RELATION TO THE FRAMEWORK 
AGREEMENTS

As at the date of this announcement, CNBMG is a substantial shareholder holding 
approximately 12.94% of the issued Shares and hence a connected person of the Company 
under Chapter 14A of the Listing Rules. In addition, Shandong Quanxing and Shandong 
Donghua, each being indirectly held as to 49% and 50% respectively by CNBMG, are 
30%-controlled companies of CNBMG and hence connected persons of the Company under 
Chapter 14A of the Listing Rules. Therefore, the transactions contemplated under the 
Framework Agreements constitute continuing connected transactions of the Company under 
Chapter 14A of the Listing Rules.

As one or more of the applicable percentage ratios in respect of the proposed annual caps of 
the continuing connected transactions contemplated under the Mine Development Services 
Framework Agreement exceeds 5%, the transactions contemplated thereunder are subject 
to the reporting, announcement, independent shareholders’ approval and annual review 
requirements under Chapter 14A of the Listing Rules.

In addition, subsequent to the 4 November Announcement, one or more of the applicable 
percentage ratios in respect of the historical transaction amounts of the Mine Development 
Services from 1 January 2021 to 12 December 2021 has exceeded 5%. Therefore, such 
historical transaction amounts should have been subject to independent shareholders’ approval 
requirement under Chapter 14A of the Listing Rules. Accordingly, a resolution will be 
proposed at the EGM to ratify such historical transaction amounts.

As one or more of the applicable percentage ratios in respect of the proposed annual caps 
of the continuing connected transactions contemplated under the Engineering and Technical 
Services Framework Agreement exceeds 5%, the transactions contemplated thereunder are 
subject to the reporting, announcement, independent shareholders’ approval and annual review 
requirements under Chapter 14A of the Listing Rules.
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Since the Clinker and Cement Transactions Framework Agreements were entered into by the 
Group with parties who are connected with one another within a 12-month period, according 
to Rule 14A.81 of the Listing Rules, the transactions contemplated under the Clinker and 
Cement Transactions Framework Agreements are required to be aggregated as if they were 
one transaction. As one or more of the applicable percentage ratios in respect of each of the 
proposed annual caps of the continuing connected transactions contemplated under the Cement 
Production Equipment and Supplies Framework Agreement and the Clinker and Cement 
Transactions Framework Agreements are more than 0.1% but less than 5%, the transactions 
contemplated thereunder will therefore be exempt from the independent shareholders’ 
approval requirements but will be subject to the reporting, announcement and annual review 
requirements pursuant to Chapter 14A of the Listing Rules.

The Company will convene an extraordinary general meeting to seek approval from its 
independent shareholders in respect of the Mine Development Services Framework Agreement 
and the Engineering and Technical Services Framework Agreement and the transactions 
contemplated thereunder (including the proposed annual caps relating to each such 
agreement). A circular containing, among other things, the details of the Mine Development 
Services Framework Agreement and the Engineering and Technical Services Framework 
Agreement and the proposed annual caps, a letter of recommendation from the Independent 
Board Committee to the independent shareholders of the Company, and a letter of advice from 
the Independent Financial Adviser to the Independent Board Committee and the independent 
shareholders of the Company, will be dispatched to the Shareholders within 15 business days 
of this announcement.

INTRODUCTION

This announcement is made by the Company pursuant to Chapter 14A of the Listing Rules.

We refer to the 4 November Announcement in relation to, among other things, the past non-
compliance with Chapter 14A of the Listing Rules.

As part of the Company’s efforts to rectify the past non-compliance as described in the 4 
November Announcement, on 13 December 2021, Shandong Shanshui, the Company’s main 
operating entity and indirect wholly-owned subsidiary, has entered into the following agreements 
with CNBMG, Shandong Quanxing and Shandong Donghua, each an affiliate of CNBMG:

(a) the Mine Development Services Framework Agreement;

(b) the Cement Production Equipment and Supplies Framework Agreement;

(c) the Engineering and Technical Services Framework Agreement; and

(d) the Clinker and Cement Transactions Framework Agreements.
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The Framework Agreements will govern all existing contracts between the Company’s group 
companies and CNBMG’s group companies (or affiliates, as the case may be) on the relevant 
category of continuing connected transactions. All new continuing connected transactions 
between the Company’s group companies and CNBMG’s group companies (or affiliates, as the 
case may be) will be carried out pursuant to the terms of such Framework Agreements and in 
compliance with the relevant requirements for continuing connected transactions under Chapter 
14A of the Listing Rules.

PRINCIPAL TERMS OF THE FRAMEWORK AGREEMENTS

The principal terms of each of the Framework Agreements are summarised as follows:

(a) Mine Development Services Framework Agreement

Date: 13 December 2021

Parties: (i) Shandong Shanshui

(ii) CNBMG

Scope of transactions: Provision of mine development , maintenance and related 
engineering services by CNBMG’s group to the Company’s group

Term: From the Effective Date to 31 December 2023

Basis of pricing: The price of the services provided will be determined based on the 
following:

• The market price quoted by independent third parties on an 
arm’s length basis based on normal commercial terms in the 
ordinary and usual course of business in the same or nearby 
area, and the prices will be monitored, revised and adjusted 
in accordance with the changes in market prices from time to 
time so as to be in line with the markets.

• The Group will seek quotes from at least two comparable 
suppliers other than CNBMG’s group through public tender 
or price inquiry. When using the method of public tender, the 
Group will issue the information in relation to the potential 
transactions, and obtain the bidding documents and details of 
their qualification and pricing from the suppliers.

• The exact price will be determined based on the specific 
work involved for the project, after the actual costs of 
CNBMG’s group have been ascertained by the Group’s 
technical personnel.
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(b) Cement Production Equipment and Supplies Framework Agreement

Date: 13 December 2021

Parties: (i) Shandong Shanshui

(ii) CNBMG

Scope of transactions: Purchase of cement production equipment and supplies by the 
Company’s group from CNBMG’s group

Term: From 13 December 2021 to 31 December 2023

Basis of pricing: The price of the cement production equipment and supplies will be 
determined based on the following:

• The Group will seek quotes from at least two comparable 
suppliers other than CNBMG’s group through public tender 
or price inquiry. When using the method of public tender, the 
Group will issue the information in relation to the potential 
transactions, and obtain the bidding documents and details of 
their qualification and pricing from the suppliers. 

• For cement production equipment and supplies of unique 
services or products that cannot be provided by other 
companies, the Group will negotiate the price with CNBMG 
by reference to the prices of the Group’s historical purchases 
and purchase price paid of other major industry participants.

(c) Engineering and Technical Services Framework Agreement

Date: 13 December 2021

Parties: (i) Shandong Shanshui

(ii) CNBMG

Scope of transactions: Provision of engineering services (including design, construction 
and technical upgrade services) and technical services (including 
inspection and product specification comparison services) by 
CNBMG’s group to the Company’s group

Term: From the Effective Date to 31 December 2023
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Basis of pricing: The price of the services provided (other than inspection services) 
will be determined based on the following:

• The Group will seek quotes from at least two comparable 
suppliers other than CNBMG’s group through public tender 
or price inquiry. When using the method of public tender, the 
Group will issue the information in relation to the potential 
transactions, and obtain the bidding documents and details of 
their qualification and pricing from the suppliers. 

The price of the inspection services will be determined based on 
the prices prescribed by the National Quality Supervision and 
Testing Center for Cement from time to time.

(d) CNBMG Clinker and Cement Transactions Framework Agreement

Date: 13 December 2021

Parties: (i) Shandong Shanshui

(ii) CNBMG

Scope of transactions: Sale and purchase of clinker and cement (including aggregate 
and commercial concrete) between the Company’s group and 
CNBMG’s group

Term: From 13 December 2021 to 31 December 2023

Basis of pricing: The price of the clinker and cement (including aggregate and 
commercial concrete) purchased from and sold to CNBMG’s 
group will be determined based on the following:

• The Group will seek quotes from other clinker and cement 
companies in the nearby area through price inquiry, and 
determine the price based on comparing the quotes obtained.

(e) Shandong Quanxing Clinker and Cement Transactions Framework Agreement

Date: 13 December 2021

Parties: (i) Shandong Shanshui

(ii) Shandong Quanxing

Scope of transactions: Sale and purchase of clinker and cement (including aggregate 
and commercial concrete) between the Company’s group and 
Shandong Quanxing’s subsidiaries, Shandong Quanxing Cement 
Co., Ltd. and Shandong Shenfeng Cement Co., Ltd.

Term: From 13 December 2021 to 31 December 2023
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Basis of pricing: The price of the clinker and cement (including aggregate and 
commercial concrete) purchased from and sold to Shandong 
Quanxing’s subsidiar ies wil l  be determined based on the 
following:

• The Group will seek quotes from other clinker and cement 
companies in the nearby area through price inquiry, and 
determine the price based on comparing the quotes obtained.

(f) Shandong Donghua Clinker and Cement Transactions Framework Agreement

Date: 13 December 2021

Parties: (i) Shandong Shanshui

(ii) Shandong Donghua

Scope of transactions: Sale and purchase of clinker and cement (including aggregate 
and commercial concrete) between the Company’s group and 
Shandong Donghua’s branches and subsidiaries, Jinan Wanhua 
Cement Co., Ltd., Shandong Donghua Cement Co., Ltd. (Zibo 
Wanhua Branch) and Zibo Hansen Cement Co., Ltd.

Term: From 13 December 2021 to 31 December 2023

Basis of pricing: The price of the clinker and cement (including aggregate and 
commercial concrete) purchased from and sold to Shandong 
Donghua’s branches and subsidiaries will be determined based on 
the following:

• The Group will seek quotes from other clinker and cement 
companies in the nearby area through price inquiry, and 
determine the price based on comparing the quotes obtained.

The Framework Agreements were entered into in the ordinary and usual course of business of the 
Company. The terms of the Framework Agreement were negotiated on an arm’s length basis and 
on normal commercial terms.
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HISTORICAL TRANSACTION AMOUNTS

As disclosed in the 4 November Announcement, the historical transaction amounts in respect 
of the transactions under the Framework Agreements from 2015 to 30 September 2021 were as 
follows:

Historical transaction
amounts 

Financial year ended 31 December

Nine months
ended

30 September
20212015 2016 2017 2018 2019 2020

(RMB’000)

Mine Development 
Services – – 9,230 14,554 121,639 353,015 368,722

Cement Production 
Equipment and 
Supplies 4,492 1,313 5,750 5,937 58,518 53,829 60,609

Engineering and 
Technical Services 2,578 132 2,531 2,567 20,814 132,989 240,883

Clinker and Cement 
Transactions – 16,872 42,811 129,386 93,243 94,013 121,962

PROPOSED ANNUAL CAPS

The proposed annual caps in respect of the transactions under the Framework Agreements are as 
follows:

For the year ending 31 December
Proposed annual cap 2021 2022 2023
 (RMB’000)

Mine Development Services 600,000 702,850 748,370
Cement Production Equipment and Supplies 80,000 80,000 80,000
Engineering and Technical Services 400,000 1,469,885 1,449,351
Clinker and Cement Transactions 340,000 340,000 340,000
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BASIS OF DETERMINATION OF PROPOSED ANNUAL CAPS

The proposed annual caps in respect of the transactions under the Framework Agreements have 
been determined by reference to the following factors:

(a) Mine Development Services Framework Agreement

The proposed annual caps in respect of the transactions contemplated under the Mine 
Development Services Framework Agreement have been determined based on:

(i) the historical fees for the Mine Development Services paid by the Group to CNBMG’s 
group since January 2019;

(ii) the expected growth in the Group’s corresponding demand for the Mine Development 
Services from CNBMG’s group over the years ending 31 December 2023, in view 
of the expected increase in mining and maintenance costs contributed by four newly 
acquired mining sites which are expected to commence operations in mid-2022;

(iii) the prevailing market prices for the provision of similar mine development, 
maintenance and related engineering services; and

(iv) a buffer of 10% to cater for any possible unforeseeable circumstances such as (a) 
obtaining new resources by utilising resource acquisition advantages from CNBMG 
such as exploration technologies and (b) fluctuation relating to the actual quantity of 
limestone extracted.

(b) Cement Production Equipment and Supplies Framework Agreement

The proposed annual caps in respect of the transactions contemplated under the Cement 
Production Equipment and Supplies Framework Agreement have been determined based on:

(i) the historical expenditures for the Cement Production Equipment and Supplies paid by 
the Group to CNBMG’s group since January 2019;

(ii) the expected increase in expenditures for the Cement Production Equipment and 
Supplies paid by the Group to CNBMG’s group as a result of increasing demand for 
their quality, with a view to ensure safe and stable operations;

(iii) the expected growth in the Group’s production volume and corresponding demand for 
the Cement Production Equipment and Supplies from CNBMG’s group over the years 
ending 31 December 2023; and

(iv) the (a) ongoing increase in the cost of materials and (b) prevailing market prices for 
the provision of similar cement production equipment and supplies.
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(c) Engineering and Technical Services Framework Agreement

The proposed annual caps in respect of the transactions contemplated under the Engineering 
and Technical Services Framework Agreement have been determined based on:

(i) the historical fees for the Engineering and Technical Services paid by the Group to 
CNBMG’s group since January 2019;

(ii) the expected growth in the Group’s corresponding demand for the Engineering and 
Technical Services from CNBMG’s group over the years ending 31 December 2023, 
in view of (a) the fact that various production lines are still pending implementation  
of significant engineering and technology upgrade projects, such as grate cooler 
upgrades and ultra-low emission conversions and (b) the construction, relocation 
and productivity replacement of significant infrastructure projects such as clinker 
production lines, cement grinding production lines and cement kiln solid hazardous 
waste co-processing projects, which are expected to commence in turn between 2022 
and 2023;

(iii) the expected increase in corporate environmental costs and labour costs over the years 
ending 31 December 2023;

(iv) the prevailing cost and expected increase in the cost of raw materials, in view of the 
growth in costs of steel, coal and electricity for the projects implemented by the Group 
over the past two years; and

(v) the prevailing market prices for the provision of similar engineering and technical 
services.

(d) Clinker and Cement Transactions Framework Agreements

The proposed annual caps in respect of the transactions contemplated under the Clinker and 
Cement Transactions Framework Agreements have been determined based on:

(i) the historical expenditures for the Clinker and Cement Transactions paid by the Group 
to CNBMG’s group companies and affiliates and by CNBMG’s group companies and 
affiliates to the Group since January 2019;

(ii) the expected growth in the Group’s production volume and corresponding demand for 
the Clinker and Cement Transactions from CNBMG’s group companies and affiliates 
over the years ending 31 December 2023;

(iii) the expected growth in production volume of CNBMG’s group companies and 
affiliates and corresponding demand for the Clinker and Cement Transactions from the 
Group over the years ending 31 December 2023; and

(iv) the (a) ongoing increase in the cost of raw materials and (b) prevailing market prices 
for the provision of similar Clinker and Cement.
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APPROVAL BY THE BOARD

The Directors (including the independent non-executive Directors) are of the view that (i) 
the terms of the Cement Production Equipment and Supplies Framework Agreement and the 
Clinker and Cement Transactions Framework Agreements, the transactions contemplated 
thereunder (including the proposed annual caps) are fair and reasonable; and (ii) the transactions 
contemplated under the Cement Production Equipment and Supplies Framework Agreement and 
the Clinker and Cement Transactions Framework Agreements (including the proposed annual 
caps) are on normal commercial terms or better, in the ordinary course of business of the Group, 
and in the interests of the Company and the Shareholders as a whole.

The Directors (excluding the independent non-executive Directors, who will give their opinion 
after considering the advice from the Independent Financial Adviser) are of the view that (i) 
the terms of the Mine Development Services Framework Agreement and the Engineering and 
Technical Services Framework Agreement, the transactions contemplated thereunder (including 
the proposed annual caps) are fair and reasonable; and (ii) the transactions contemplated under 
the Mine Development Services Framework Agreement and the Engineering and Technical 
Services Framework Agreement (including the proposed annual caps) are on normal commercial 
terms or better, in the ordinary course of business of the Group, and in the interests of the 
Company and the Shareholders as a whole.

Mr. Chang Zhangli, being the chairman of the Board and an executive Director, is considered 
to have a material interest in the transactions contemplated under the Framework Agreements 
by virtue of his position as the Vice President of CNBMG and the President and an executive 
director of CNBM (a subsidiary of CNBMG) and therefore abstained from voting on the 
board resolutions in respect of the Framework Agreements and the transactions contemplated 
thereunder.

In addition, Ms. Wu Ling-ling, an executive Director, abstained from voting on the Framework 
Agreements and the transactions contemplated thereunder in view of the fact that she was 
involved in an ongoing litigation with the Company in which she and Mr. Chang Zhangli (who 
is the Vice President of CNBMG and the President and an executive director of CNBM) were 
accused of not having validly exercised their director powers in the Company (details of which 
have been set out in pages 32 to 35 of the interim report of the Company for the six months 
ended 30 June 2021).

Save for the above, none of the Directors has a material interest in the Framework Agreements 
and the transactions contemplated thereunder (including the proposed annual caps) nor is any of 
them required to abstain from voting on the relevant board resolutions.

L I S T I N G R U L E S I M P L I C A T I O N S I N R E L A T I O N T O T H E F R A M E W O R K 
AGREEMENTS

As at the date of this announcement, CNBMG is a substantial shareholder holding approximately 
12.94% of the issued Shares and hence a connected person of the Company under Chapter 14A of 
the Listing Rules. In addition, Shandong Quanxing and Shandong Donghua, each being indirectly 
held as to 49% and 50% respectively by CNBMG, are 30%-controlled companies of CNBMG 
and hence connected persons of the Company under Chapter 14A of the Listing Rules. Therefore, 



– 12 –

the transactions contemplated under the Framework Agreements constitute continuing connected 
transactions of the Company under Chapter 14A of the Listing Rules.

As one or more of the applicable percentage ratios in respect of the proposed annual caps of 
the continuing connected transactions contemplated under the Mine Development Services 
Framework Agreement exceeds 5%, the transactions contemplated thereunder are subject to the 
reporting, announcement, independent shareholders’ approval and annual review requirements 
under Chapter 14A of the Listing Rules.

In addition, subsequent to the 4 November Announcement, one or more of the applicable 
percentage ratios in respect of the historical transaction amounts of the Mine Development 
Services from 1 January 2021 to 12 December 2021 has exceeded 5%. Therefore, such historical 
transaction amounts should have been subject to independent shareholders’ approval requirement 
under Chapter 14A of the Listing Rules. Accordingly, a resolution will be proposed at the EGM 
to ratify such historical transaction amounts.

As one or more of the applicable percentage ratios in respect of the proposed annual caps of the 
continuing connected transactions contemplated under the Engineering and Technical Services 
Framework Agreement exceeds 5%, the transactions contemplated thereunder are subject to the 
reporting, announcement, independent shareholders’ approval and annual review requirements 
under Chapter 14A of the Listing Rules.

Since the Clinker and Cement Transactions Framework Agreements were entered into by the 
Group with parties who are connected with one another within a 12-month period, according 
to Rule 14A.81 of the Listing Rules, the transactions contemplated under the Clinker and 
Cement Transactions Framework Agreements are required to be aggregated as if they were one 
transaction. As one or more of the applicable percentage ratios in respect of each of the proposed 
annual caps of the continuing connected transactions contemplated under the Cement Production 
Equipment and Supplies Framework Agreement and the Clinker and Cement Transactions 
Framework Agreements are more than 0.1% but less than 5%, the transactions contemplated 
thereunder will therefore be exempt from the independent shareholders’ approval requirements 
but will be subject to the reporting, announcement and annual review requirements pursuant to 
Chapter 14A of the Listing Rules.

The Company will convene an extraordinary general meeting to seek approval from its 
independent shareholders in respect of the Mine Development Services Framework Agreement  
and the Engineering and Technical Services Framework Agreement and the transactions 
contemplated thereunder (including the proposed annual caps relating to each such agreement). 
A circular containing, among other things, the details of the Mine Development Services 
Framework Agreement and the Engineering and Technical Services Framework Agreement and 
the proposed annual caps, a letter of recommendation from the Independent Board Committee 
to the independent shareholders of the Company, and a letter of advice from the Independent 
Financial Adviser to the Independent Board Committee and the independent shareholders of the 
Company, will be dispatched to the Shareholders within 15 business days of this announcement.
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REASONS FOR AND BENEFITS OF ENTERING INTO THE FRAMEWORK 
AGREEMENTS

The Board considers that the Framework Agreements will bring the following benefits to the 
Company:

(a) Mine Development Services Framework Agreement

To support the Company’s day-to-day operations, the Company will need to extract 
limestones to serve as raw materials for its cement production. To ensure safe and proper 
extraction of limestones, mine development, maintenance and related engineering services 
are necessary. Local environmental laws also require the land conditions of the extraction 
sites to be restored during the extraction process.

Compared to other companies the Company has previously cooperated with, CNBMG 
possesses competitive advantages on its mining technology, management standards and 
infrastructure construction qualities in terms of its (i) market profile, (ii) technological 
capabilities, (iii) compliance with state environmental laws and (iv) cost efficiency, as 
evidenced by the following qualities and achievements of its subsidiary and engineering 
services provider unit, CNBM:

• CNBM is a tier-one service provider in the Chinese mining industry measured by 
aggregate contracted project value, an industry standard established by the Ministry 
of Housing and Urban-Rural Development of the PRC. CNBM has been engaged in 
limestone development and extraction projects for (i) an overwhelming majority of the 
cement corporations in China and (ii) various other overseas cement corporations, and 
has a market share of more than 80% in China in terms of limestone development and 
extraction;

• CNBM has the technology and expertise to utilise limestones of both superior and 
sub-par qualities, thereby maximising the utilisation rate of limestones extracted; and

• CNBM has established and implemented a strict policy to ensure the land conditions of 
the extraction sites are restored simultaneously during the extraction process, thereby 
reducing the need for investment in “green-mining” projects and minimising the 
overall restoration costs for extraction sites.

In light of the above, the Board believes that the Company can leverage on CNBMG’s 
strengths to:

• enhance the mine development, maintenance and related engineering services quality 
of the Company;

• ensure (i) compliance with local environmental laws for simultaneous restoration of 
the land conditions of extraction sites and (ii) minimal restoration costs as a result of 
CNBM’s strict policy for simultaneous restoration; and

• lower its overall production cost as a result of the mixed utilisation of limestones of 
both superior and sub-par qualities.
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(b) Cement Production Equipment and Supplies Framework Agreement

The cement production equipment used by the Company are subject to wear and tear, and 
need to be replaced over time. Apart from equipment demand, the Company will also need 
to source supplies to support the cement production and packaging processes.

Compared to other suppliers, CNBMG possesses competitive advantages in the provision 
of cement production equipment and supplies in terms of its (i) scale, (ii) technological 
capabilities and (iii) cost-to-performance ratio of its manufactured equipment, as evidenced 
by the following qualities and achievements of CNBMG:

• CNBMG’s group is the largest manufacturer for cement production equipment in the 
world;

• CNBMG’s group has 26 national scientific research and design institutes, 38,000 
scientific research and development and technical engineering employees, 33 national 
industrial quality inspection centres, more than 10,000 patents, three national key 
laboratories, 8 national engineering (technology) research centres and 17 national 
standardisation technical committees;

• CNBMG’s group owns 6 first class State Science and Technology Progress Awards 
and 4 China Grand Awards for Industry (together with the preceding sub-paragraph, 
the “Capabilities”); and

In light of the above, the Board believes that the Company can leverage on CNBMG’s 
strength to increase the quality of its cement production equipment, and ensure stable 
operations and the longevity and quality of supplies purchased, thereby reduce the overall 
cement production costs.

(c) Engineering and Technical Services Framework Agreement

From time to time, the Company requires (i) design services when it establishes new 
production lines, (ii) technical upgrade services when it decides to improve the quality and 
scale of its cement production and (iii) technical services in compliance with environmental 
and safety regulations and for purposes of participating in routine specification comparison 
inspections conducted by state authorities in accordance with cement industry regulations.

Compared to other service providers, CNBMG possesses competitive advantages in the 
provision of engineering and technical services in terms of its (i) scale, (ii) technological 
capabilities and (iii) cost-to-performance ratio of its upgrade services, as evidenced by the 
following qualities and achievements of CNBMG:

• CNBMG is the largest integrated cement and engineering services provider in the 
world in terms of scale;

• CNBMG owns the Capabilities; and

• CNBMG is able to provide engineering services on at a higher cost-to-performance 
ratio compared with its competitors.



– 15 –

In light of the above, the Board believes that the Company can leverage on CNBMG’s 
strength to ensure its engineering quality, increase production quality and volume, ensure 
stable operations, thereby increasing overall revenue for the Group.

(d) Clinker and Cement Transactions Framework Agreements

Purchase of clinker and cement from CNBMG’s group companies and affiliates

From time to time, various clinker and cement companies in the Company’s group in 
the Western Shandong Province, Southern Shandong Province and Northeastern China 
(collectively, the “Deficit Regions”) experienced deficit in clinker and cement supply. In 
addition, for some of the Group’s operations, the closest clinker and cement production unit 
within the Group are still distant. This means for such operations, it will not be cost-efficient 
to rely on internal supply of clinker and cement, as this will result in higher transportation 
costs which may take up a significant portion of the overall cement production cost. 
Meanwhile, some of the CNBMG’s group companies and affiliates are geographically close 
to the clinker and cement companies in the Company’s group within the Deficit Regions.

The Board believes that purchasing clinker and cement from such CNBMG’s group 
companies and affiliates can bring the following benefits to the Company:

• reducing the overall procurement and transportation costs for the Group in the Deficit 
Regions;

• the clinker and cement produced by CNBMG’s group companies and affiliates are 
reliable and of high quality, as evidenced by CNBMG’s group companies and affiliates 
being consistently named as one of the designated clinker and cement suppliers for 
large scale projects in the cement industry and key national cement projects.

Sale of clinker and cement to CNBMG’s group companies and affiliates

CNBMG’s group companies and affiliates have similar transportation costs concerns due 
to the lack of geographical proximity among certain of their clinker and cement production 
units and clinker and cement companies, and therefore would need to purchase clinker and 
cement from suppliers in closer proximity from time to time.

The Group owns clinker and cement production units that are close to quite a few clinker 
and cement companies within CNBMG’s group and by selling clinker and cement to 
CNBMG’s group companies and affiliates, the Board believes that the Company can 
increase its overall sales volume, thereby effectively generating higher revenue and profits.

Based on the abovementioned reasons, the Company believes that entering into such transactions 
with CNBMG’s group companies and affiliates will be beneficial to the Company’s group.
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INFORMATION ON THE RELEVANT PARTIES

The Company

The Company is a public limited company incorporated in Cayman Islands. It engages in the 
production of clinker, cement and concrete in the PRC.

Shandong Shanshui

Shandong Shanshui is a limited liability company incorporated in the PRC and is engaged 
in investment holding. It is the Company’s main operating entity and indirect wholly-owned 
subsidiary.

CNBMG

CNBMG is a state-owned limited liability company incorporated in the PRC and is engaged in 
the business of building materials in the PRC. It is a substantial shareholder of CNBM, and is the 
controlling shareholder of CNBM.

CNBM

CNBM is a leading building materials company incorporated in the PRC with significant 
operations in the cement, new materials and engineering services businesses, with its shares 
listed on the Stock Exchange (stock code: 3323). It is a substantial shareholder of the Company. 
Its controlling shareholder and ultimate beneficial owner is CNBMG.

Shandong Quanxing

Shandong Quanxing is a limited liability company incorporated in the PRC, and is engaged in the 
business of the operations of cement, sandstone and aggregate products under the “Shenfeng” and 
“Quanxing” brands, the production and processing of cement products, and provision of cement 
technology services. It is a 30%-controlled company (as defined under Chapter 14A of the 
Listing Rules) of CNBMG. Its ultimate beneficial owner is Shandong Quanxing Energy Group 
Co., Ltd., a state-owned company incorporated in the PRC.

Shandong Donghua

Shandong Donghua is a limited liability company incorporated in the PRC, and is engaged in 
the business of green construction materials involving limestone extraction, clinker, cement, 
mineral powder, electricity generation and solid waste disposal. It is a 30%-controlled company 
(as defined under Chapter 14A of the Listing Rules) of CNBMG. Its ultimate beneficial owners 
are CNBMG and Shandong Energy Group Co., Ltd., a state-owned company incorporated in the 
PRC, being indirectly held as to 50% equity interest by each of them.
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DEFINITIONS

4 November Announcement the announcement of the Company dated 4 November 2021

Board the board of directors of the Company

Capabilities has the meaning given in the section headed “Reasons For 
and Benefits of Entering into the Framework Agreements” 
of this announcement

Cement Production Equipment  
and Supplies

the purchase of cement production equipment and supplies 
by the Company’s group from CNBMG’s group

Cement Production Equipment and 
Supplies Framework Agreement

the framework agreement in relation to the Cement 
Production Equipment and Supplies

Clinker and Cement Transactions the sale and purchase of clinker and cement between 
the Company’s group and CNBMG’s group, Shandong 
Quanxing and/or Shandong Donghua (as the case may be)

Clinker and Cement Transactions 
Framework Agreements

the framework agreements in relation to the Clinker and 
Cement Transactions

CNBM China National Building Material Company Limited, a 
joint stock company incorporated in the PRC with limited 
liability with its shares listed on the Stock Exchange (stock 
code: 3323) and a substantial shareholder of the Company

CNBMG China National Building Material Group Co., Ltd, a state-
owned limited liability company incorporated in the PRC 
which is engaged in the business of building materials in 
the PRC, and is the controlling shareholder of CNBM

CNBMG Clinker and Cement 
Transactions Framework 
Agreements

the framework agreement with CNBMG in relation to the 
Clinker and Cement Transactions

Company China Shanshui Cement Group Limited, a public limited 
company incorporated in Cayman Islands

Deficit Regions has the meaning given in the section headed “Reasons for 
and Benefits of Entering into the Framework Agreements” 
of this announcement
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Directors the directors of the Company

Effective Date a date on which the Mine Development Services Framework 
Agreement and/or the Engineering and Technical Services 
Framework Agreement (as the case may be) is approved by 
the independent shareholders of the Company

Engineering and Technical Services the provision of engineering services (including design, 
construction and technical upgrade services) and technical 
services (including inspection and product specification 
compar i son  s e rv i ce s )  by  CNBMG’s  g roup  to  t he 
Company’s group

Engineering and Technical  
Services Framework Agreement

the framework agreement in relation to the Engineering 
and Technical Services

Framework Agreements the Mine Development Services Framework Agreement, 
t h e  C e m e n t  P r o d u c t i o n  E q u i p m e n t  a n d  S u p p l i e s 
Framework Agreement, the Engineering and Technical 
Services Framework Agreement and the Clinker and 
Cement Transactions Framework Agreements

Group the Company and its subsidiaries

Independent Board Committee the independent committee of the Board, comprising all of 
the independent non-executive directors of the Company 
formed to consider the Mine Development Services 
Framework Agreement and the Engineering and Technical 
Services Framework Agreement and the transactions 
contemplated thereunder (including the proposed annual 
caps relating to such agreements)

Independent Financial Adviser Giraffe Capital Limited, a licensed corporation to carry 
out Type 1 (dealing in securities) and Type 6 (advising on 
corporate finance) regulated activities under the Securities 
and Futures Ordinance (Chapter 571 of the Laws of Hong 
Kong) and the independent financial adviser appointed 
to advise the Independent Board Committee and the 
independent shareholders of the Company in relation to 
the Mine Development Services Framework Agreement 
and the Engineering and Technical Services Framework 
Agreement and the transactions contemplated thereunder 
(including the proposed annual caps relating to such 
agreements)
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Listing Rules The Rules Governing the Listing of Securities on The Stock 
Exchange of Hong Kong Limited

Mine Development Services the provision of mine development, maintenance and related 
engineering services by CNBMG’s group to the Company’s 
group

Mine Development Services 
Framework Agreement

the framework agreement in relation to the Mine Development 
Services

PRC the People’s Republic of China, which for the purpose 
of this announcement only (unless otherwise indicated) 
excludes the Hong Kong Special Administrative Region, 
the Macau Special Administrative Region and Taiwan

RMB Renminbi, the lawful currency of the PRC

Shandong Donghua Shandong Donghua Cement Co., Ltd., an affiliate of 
CNBMG

Shandong Donghua Clinker and 
Cement Transactions Framework 
Agreements

the framework agreement with Shandong Donghua in 
relation to the Clinker and Cement Transactions

Shandong Shanshui Shandong Shanshui Cement Group Company Limited, the 
Company’s main operating entity and indirect wholly-
owned subsidiary

Shandong Quanxing Shandong Quanxing Jingshi Cement Co., Ltd., an affiliate 
of CNBMG

Shandong Quanxing Clinker and 
Cement Transactions Framework 
Agreements

the framework agreement with Shandong Quanxing in 
relation to the Clinker and Cement Transactions

Share(s) the ordinary share(s) of the Company

By Order of the Board
China Shanshui Cement Group Limited

CHANG Zhangli
Chairman

Hong Kong, 13 December 2021

As at the date of this announcement, the Board comprises three executive Directors, namely Mr. CHANG Zhangli, Ms. WU 
Ling-ling and Mr. HOU Jianguo; and three independent non-executive Directors, namely Mr. CHANG Ming-cheng, Mr. LI 
Jianwei and Mr. HSU You-yuan.


