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Q1. As shown in the financial highlights, the group has continued to record gross losses in
its automobile sales segment.

GROSS PROFIT / (LOSS) (RMB'MILLION)

FY2020 FY2021 FY2022 FY2023 FY2024
Salesof Automobiles 1075 1585 (07) (127 (@015
After-Sales Services ‘ 208.6 . 218.1 1946 177.3 176.9
Agentcommlss‘on S e B 32 61 45
Total ‘ 316.1 ’ 371.6 . 197.1 | 60.7 . (20.0)
GROSS PROFIT MARGIN (%)

FY2020 FY2021 FY2022 FY2023 FY2024
Sales of Automobiles . 29 A 3.9 7 (0.0) A 4.2) 7 (9.8)
After-Sales Services 40.9 40.1 38.5 35.1 35.5
Overall . 7.5 . 8.2 . 49 | 1.8 . (0.8)

(Source: company annual report)

The group retails BMW, McLaren, and Genesis vehicles, with BMW as the primary revenue
driver. However, the segment’s gross profit turned negative in FY2022, and gross losses have
since widened significantly:

e FY2023: RMB(122.7) million, gross loss margin of 4.2%

e FY2024: RMB(201.5) million, gross loss margin of 9.8%

Revenue declined from RMB3.46 billion (FY2023) to RMB2.55 billion (FY2024), while net
loss widened to RMB(103.4) million (FY2023: RMB(91.6) million). Management attributed
part of the decline to BMW’s loss of market share in China, citing the brand’s
underperformance amid rising adoption of local new energy vehicles (NEVs).

(i) How structurally onerous are the OEM agreements in terms of pricing
flexibility, volume commitments, and rebate structures? Have the
additional vendor rebates been significant, and what other forms of support
can the OEM manufacturers provide to the group?

(ii)  In light of the recurring gross losses in this segment, what specific actions

has management taken to renegotiate vendor terms, potentially
incorporating more risk-sharing arrangements?
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Management has stated that among all the foreign luxury brands in China, BMW suffered the
highest decline.

(iii) Whatare the primary reasons behind BMW’s sharp decline in China vehicle
sales? Was it due to delayed new energy model launches, strategic

misalignment with local consumer trends, or broader brand perception
issues?
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Q2. In the letter to shareholders, the chairman and CEO express management’s confidence
in BMW’s electrification strategy, particularly in the upcoming Neue Klasse all-electric
models.

(i) Has the board conducted scenario planning for a future where Chinese-
made NEVs become the aspirational choice among premium consumers? If
so, how would that shift impact the group’s current business model, brand
portfolio, and OEM alignment?

(ii) Has the board explored strategic partnerships with emerging Chinese NEV
brands with premium positioning?

(iii) Has the group modelled the competitive implications and viability of its
current business model under a scenario where Chinese NEV brands
continue to expand capacity but are forced into aggressive domestic
discounting due to factors such as global recession or trade barriers
restricting exports?
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Q3. The “going concern basis of accounting” is a key audit matter (KAM) highlighted by the
independent auditors in their report on the audit of the financial statements. Key audit
matters are those matters that, in the professional judgement of the Independent Auditor,
were of most significance in the audit of the financial statements of the current period.

As noted in the KAM, as at 31 December 2024, the group was in a net current liabilities
position of RMB(159.4) million and reported a net loss of RMB(103.4) million for the year.

Several financial line items underscore the group’s liquidity and capital situation:

e Inventories have declined RMB323.9 million to RMB177.6 million.

e Trade and other receivables remain high at RMB246.9 million (FY2023: RMB251.4
million)

e Loan due to shareholder amounting to RMB22.3 million (FY2023: RMB28.8 million)

e (Cash and cash equivalents decreased from RMB75.0 million to RMB33.8 million

¢ Finance costs remained substantial at RMB37.0 million (FY2023: RMB44.4 million)

The board stated in the annual report (page 103) that there is no material uncertainty over
the group’s ability to continue as a going concern over the next 12 months.

(1) Operating cash flow before changes in working capital was negative for FY2024.
What operational or strategic levers has management identified to turn the
business cash flow positive at the operating level—e.g,, pricing adjustments,
cost restructuring, working capital optimisation? How much headroom
exists before further shareholder/external support is needed?

(i)  Has the board reviewed the need to further strengthen the balance sheet
given that it has leveraged on shareholder loan for liquidity?

Shareholders are welcome to use and/or adapt the questions prepared by SIAS and to
forward them to the company.

Check out the latest questions on the annual reports of listed companies on SIAS website

Join our mailing list here to receive latest news and upcoming events.

CONNECT WITH US
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