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IMPORTANT

If you are in any doubt about any of the contents of this prospectus, you should seek independent professional advice.

China MeiDong Auto Holdings Limited
PEEXRSEERER DT

(Incorporated in the Cayman Islands with limited liability)

GLOBAL OFFERING

Number of Shares offered under
the Global Offering

Number of International Offer Shares

Number of Hong Kong Public Offer Shares
Offer Price

250,000,000 Shares (subject to the
Over-allotment Option)

225,000,000 Shares (subject to adjustment
and the Over-allotment Option)

25,000,000 Shares (subject to adjustment)
HK$1.8 per Offer Share (payable in full on

application, plus a brokerage of 1.0%,
an SFC transaction levy of 0.003% and
a Stock Exchange trading fee of 0.005%)

HK$0.10 per Share
1268

Nominal value
Stock code

Sole Sponsor, Sole Global Coordinator, Sole Bookrunner and Sole Lead Manager
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CCB International

Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited and Hong Kong
Securities Clearing Company Limited take no responsibility for the contents of this prospectus, 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 prospectus.

A copy of this prospectus, with the documents specified in the section headed “Appendix VI — Documents
delivered to the Registrar of Companies and Available for Inspection™ in this prospectus, has been registered
with the Registrar of Companies in Hong Kong as required by Section 342C of the Companies Ordinance
(Chapter 32 of the Laws of Hong Kong). The Securities and Futures Commission of Hong Kong and the
Registrar of Companies in Hong Kong take no responsibility for the contents of this prospectus or any other
documents referred to above.

Investors applying for Hong Kong Public Offer Shares must pay, on application, the Offer Price of HK$1.8
for each Offer Share together with a brokerage of 1.0%, an SFC transaction levy of 0.003% and a Stock
Exchange trading fee of 0.005%.

Prior to making an investment decision, prospective investors should consider carefully all of the information
set out in this prospectus, including the risk factors set out in the section headed “Risk Factors” in this
prospectus.

Prospective investors of the Hong Kong Public Offer Shares should note the obligations of the Hong Kong
Underwriters under the Hong Kong Underwriting Agreement to subscribe, and to procure subscribers to
subscribe for, the Hong Kong Public Offer Shares, are subject to termination by the Sole Global Coordinator
(for itself and on behalf of the other Underwriters) if certain events shall occur prior to 8:00 a.m. (Hong Kong
time) on the day on which dealings in the Shares first commence on the Stock Exchange. Further details of
the terms of such provisions are set out in the section headed “Underwriting” in this prospectus.

The Offer Shares have not been and will not be registered under the U.S. Securities Act or any state securities
law of the United States and may not be offered, sold, pledged, transferred or delivered within the United
States or to, or for the account or benefit of U.S. persons, except pursuant to an exemption from, or, in a
transaction not subject to, the registration requirements under the U.S. Securities Act. The Offer Shares may
be offered, sold or delivered in offshore transactions outside the United States in reliance on Regulation S.
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EXPECTED TIMETABLE®Y

Latest time to complete electronic applications under
the HK eIPO White Form service through the designated

website www.hkeipo.hk® . .. ... ...

Application lists open® .. ... ...

Latest time for lodging WHITE and YELLOW Application Forms

and giving electronic application instructions to HKSCC® . . ..

Latest time to complete payment of HK eIPO White Form
applications by effecting internet banking transfers(s)

or PPS payment transfer(s) .. ........... ... . ... . .. ... .

Application lists Hong Kong Public Offer close . ..............

Announcement of the indication of levels of
interest in the International Offer, the level of applications
in respect of the Hong Kong Public Offer and the basis of
allotment of the Hong Kong Public Offer Shares under the
Hong Kong Public Offer to be published in the
South China Morning Post (in English) and the
Hong Kong Economic Times (in Chinese) and on
our Company’s website at www.meidongauto.com
and on the website of the Stock Exchange at

www.hkexnews.hk on ... ... ... .. ... ... ... . ... ... ...,

Results of allocations in the Hong Kong Public Offer (with
successful applicants’ identification document numbers, where
appropriate) to be available through a variety of channels as
described in the section headed “How to Apply for
Hong Kong Public Offer Shares”, including our Company’s
website at www.meidongauto.com and the website of

the Stock Exchange at www.hkexnews.hk from .............

Results of allocations in the Hong Kong Public Offer will be
available at www.tricor.com.hk/ipo/result with a “search by ID”

function . . . . ... e

Despatch of Share certificates in respect of wholly or partially
successful applications pursuant to the Hong Kong

Public Offer on or before® . .. ... .. .. ... ...

............. 11:30 a.m. on

Wednesday, 27 November 2013

............. 11:45 a.m. on

Wednesday, 27 November 2013

............. 12:00 noon on

Wednesday, 27 November 2013

............. 12:00 noon on

Wednesday, 27 November 2013

............ 12:00 noon on

Wednesday, 27 November 2013

. . Wednesday, 4 December 2013

.. Wednesday, 4 December 2013

.. Wednesday, 4 December 2013

.. Wednesday, 4 December 2013



EXPECTED TIMETABLE®Y

Despatch of HK eIPO White Form e-Auto Refund Payment instructions/refund
cheques in respect of wholly or partially unsuccessful applications
pursuant to the Hong Kong Public Offer on or before® . ... ... ... Wednesday, 4 December 2013

Dealings in Shares on the main board of the Stock Exchange
expected to commence at 9:00 am. on . ... ... ... Thursday, 5 December 2013

Notes:

(1) All times refer to Hong Kong local time. Details of the structure of the Global Offering, including its conditions, are set out
in the section headed “Structure of the Global Offering” in this prospectus. If there is any change in this expected
timetable, an announcement will be published in the South China Morning Post in English and in the Hong Kong Economic
Times in Chinese.

(2) You will not be permitted to submit your application to the HK eIPO White Form Service Provider through the designated
website at www.hkeipo.hk after 11:30 a.m. on the last day for submitting applications. If you have already submitted your
application and obtained a payment reference number from the designated website prior to 11:30 a.m., you will be permitted
to continue the application process (by completing payment of application monies) until 12:00 noon on the last day for
submitting applications, when the application lists close.

3) If there is a “black” rainstorm warning or a tropical cyclone warning signal number 8 or above in force in Hong Kong at
any time between 9:00 a.m. and 12:00 noon on Wednesday, 27 November 2013, the application lists will not open or close
on that day. Please refer to the section headed “How to Apply for Hong Kong Public Offer Shares — Effect of Bad
Weather on the Opening of the Application Lists” in this prospectus. If the application lists do not open and close on
Wednesday, 27 November 2013, the dates mentioned in this section headed “Expected Timetable” may be affected. We will
make a press announcement in such event.

(4)  Applicants who apply for the Hong Kong Public Offer Shares by giving electronic application instructions to HKSCC
should refer to the section headed “How to Apply for Hong Kong Public Offer Shares — Applying by giving electronic
application instructions to HKSCC” in this prospectus.

5) Applicants who apply on WHITE Application Form or through HK eIPO White Form for 1,000,000 or more Hong Kong
Public Offer Shares and have provided all information required by their Application Forms may collect their Share
certificates (if applicable) and refund cheques (if applicable) in person from our Hong Kong Share Registrar, Tricor Investor
Services Limited, at 26/F Tesbury Centre, 28 Queen’s Road East, Wanchai, Hong Kong from 9:00 a.m. to 1:00 p.m. on
Wednesday, 4 December 2013 or any other date notified by us in the newspapers as the date of despatch of Share
certificates/e-Auto Refund payment instructions/refund cheques. Applicants being individuals who are eligible for personal
collection must not authorise any other person to make their collection on their behalf. Applicants being corporations who
are eligible for personal collection must attend by sending their authorised representatives each bearing a letter of
authorisation from his corporation stamped with the corporation’s chop. Both individuals and authorised representatives (if
applicable) must produce, at the time of collection, evidence of identity acceptable to our Hong Kong Share Registrar.
Applicants who have applied on YELLOW Application Forms may not elect to collect their Share certificates, which will
be deposited into CCASS for the credit of their designated CCASS Participants’ stock accounts or CCASS Investor
Participant stock accounts, as appropriate. Uncollected Share certificates and refund cheques will be despatched by ordinary
post to the addressees specified in the relevant applications at the applicants’ own risk. Further information is set out in
“How to Apply for Hong Kong Public Offer Shares”.

(6) e-Auto Refund payment instructions/refund cheques will be issued in respect of wholly or partially unsuccessful
applications. Part of your Hong Kong identity card number/passport number, or, if you are joint applicants, part of the Hong
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Kong identity card number/passport number of the first-named applicant, provided by you may be printed on your refund
cheque, if any. Such data would also be transferred to a third party to facilitate your refund. Your banker may require
verification of your Hong Kong identity card number/passport number before encashment of your refund cheque. Inaccurate
completion of your Hong Kong identity card number/passport number may lead to delay in encashment of your refund
cheque or may invalidate your refund cheque. Further information is set out in “How to Apply for Hong Kong Public Offer
Shares” in this prospectus.

Share certificates will only become valid certificates of title provided that the Hong Kong
Public Offer has become unconditional in all respects and neither of the Underwriting Agreements
has been terminated in accordance with its terms. Investors who trade Shares on the basis of
publicly available allocation details prior to the receipt of their Share certificates or prior to the
Share certificates becoming valid certificates of title do so entirely at their own risk.

Particulars of the structure of the Global Offering, including the conditions thereto, are set out in
the section headed “Structure of the Global Offering” in this prospectus. Details relating to how to
apply for Hong Kong Public Offer Shares are set out in the section headed “How to Apply for Hong
Kong Public Offer Shares™ in this prospectus.
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SUMMARY

This summary aims to give you an overview of the information contained in this prospectus and
should be read in conjunction with the full text of this prospectus. Since it is a summary, it does not
contain all the information that may be important to you. You should read the prospectus in its
entirety before you decide to invest in the Offer Shares. There are risks associated with any
investment. Some of the particular risks in investing in the Offer Shares are set out in the section
headed “Risk Factors” of this prospectus. You should read that section carefully before you decide
to invest in the Offer Shares.

OUR BUSINESS
Overview

We are the fifth largest privately-owned automobile dealership group headquartered in Guangdong
province in terms of turnover in 2012, according to the ACMR Report. In terms of the entire PRC
market, we are the 78th largest automobile dealership group in the PRC, in terms of turnover in 2012,
with a market share of approximately 0.1% in the PRC, according to the ACMR Report. As at the Latest
Practicable Date, we operated 13 dealerships, and we together with our joint venture partner operated a
14th dealership through our Joint Venture. These dealerships were located across ten cities in five
provincial level regions in China. Six of these dealerships were in Guangdong province. Of these six
dealerships, five are located in the city of Dongguan, which is also where our corporate headquarters are
located. As at the Latest Practicable Date, our 4S dealerships in operation covered a balanced portfolio
of mid- to high-end and luxury brands, namely BMW, Lexus, Toyota and Hyundai. As at 30 June 2013,
we had obtained preliminary authorisations (including preliminary notices, non-binding approvals or
letters of intent) to establish seven additional dealerships, including two Porsche, three BMW, one
Lexus and one Toyota dealership, all of which we expect to open by the end of the first quarter of 2015.
Building on our experience from our Dongguan base, we have been able to support our expansion into
other locations, particularly within the southeastern Chinese provinces of Guangdong, Fujian and Hunan.
Approximately 81.9%, 84.7% and 84.2% of our turnover for the years ended 31 December 2010, 2011
and 2012, respectively, and 84.4% of our turnover for the six months ended 30 June 2013, was derived
from dealerships located in this region. We focus on three main aspects to improve our dealership-level
operations: achieving fast inventory turnover, increasing gross profit margin per vehicle sale and
growing after-sales services. See “Business — Our Competitive Strengths” on page 121 of this
prospectus. We rely on capable retail managers to implement our strategy at the dealership-level.
Through training and human resources management, we have formed a data-driven management culture
that emphasizes the use of our customized information technology systems to make decisions and take
actions to maximize dealership store level business performance and to facilitate efficient central
oversight of our dealerships. Our training programs help us to replicate this data-driven management
culture across our existing dealerships and our new dealerships, as well as share best practices across
our Group.

Our Products and Services

We offer our customers a comprehensive array of automobile-related products and services,
including the sale of new passenger vehicles, provision of after-sales repair and maintenance services,
sale of spare parts and accessories and provision of other value-added services, such as the acquisition
and sales of used passenger vehicles and the distribution of extended product warranties and automobile
insurance. We believe that our broad range of products and services allow us to engage long-term
relationships with our customers to generate a variety of profit streams from our customers. We aim to
become a one-stop provider for automobile products and services of our customers.
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Our turnover

We derive our turnover from the sale of passenger vehicles, which also include the sale of bundled
accessories, and provision of after-sales services. The following table sets forth a breakdown of our
turnover by category and by brand during the Track Record Period:

Sales of passenger vehicles

Total

No
(1)

Luxury brands

Mid- to high-end brands
Toyota” ... . ......
Hyundai. . .........

Subtotal. . .. ..... ..
| (Sales of passenger
vehicles) . . .. .......

te:

Unless otherwise specified, references to “Toyota”

Toyota China.

Year ended 31 December

Six months ended 30 June

2010 2011 2012 2012 2013
Turnover Turnover Turnover Turnover Turnover

Sales % Sales % Sales % Sales % Sales %
volume ~ Amount of total volume  Amount of total volume Amount of total Volume  Amount of total Volume Amount of total

units ~ RMB’000 % units ~ RMB’000 % units ~ RMB’000 % units RMB’000 % units ~ RMB’000 %

(Unaudited)

29 16,609 0.7 467 248324 8.8 942 421,944 144 387 186,134 12.6 533 219,059 145
857 425,785 18.7 988 493,311 17.5 1,200 532,056 18.0 630 288,855 19.6 579 239,495 15.8
880 442,394 19.4 1,455 741,635 260.3 2,142 954,000 324 1,017 474,989 32.2 1,112 458,554 303
8,475 1,534,603 67.3 9,863 1,702,025 60.3 9,304 1,501,153 50.9 4,670 789,843 535 5291 759,987 50.1
1,736 171,986 7.6 1,627 176,815 6.2 2,124 207,264 7.0 719 78,912 5.3 1,119 131,516 3.7
10211 1,706,589 749 11490 1,878,840 66.5 11428 1,708,417 57.9 5,449 868,755 58.8 6,410 891,503 58.8
11,097 2,148,983 943 12,945 2,620,475 928 13570 2,662,417 90.3 6,466 1,343,744 91.0 7,502 1,350,057 89.1
N/A 130,614 5.7 N/A 203,583 1.2 N/A 287,080 9.7 N/A 132,729 9.0 N/A 164,469 10.9
N/A 2,279,597 100.0 N/A 2,824,058 100.0 N/A 2949497 100.0 NA 1476473 1000 N/A 1,514,526 100.0

include vehicles supplied to us by FAW

Toyota, GAC Toyota and

The following table sets forth a breakdown of our turnover by types of sales and services during
the Track Record Period:

Sales of passenger vehicles

Pass

enger vehicles (excluding

bundled accessories) . . . .

Bundled accessories. . . .. .......

Subtotal. . .. .. ...

After-sales services. . .. . ..

Total turnover . .. ......

Year ended 31 December

Six months ended 30 June

2010 2011 2012 2012 2013
% of total % of total % of total % of total % of total
Turnover turnover Turnover turnover Turnover turnover Turnover turnover Turnover turnover
RMB’000 % RMB’000 % RMB’000 % RMB’000 % RMB’000 %
(Unaudited)

2,089,132 91.7 2,544,220 90.1 2,572,323 87.2 1,302,811 88.2 1,290,757 85.2
59,851 2.6 76,255 2.7 90,094 3.1 40,933 2.8 59,300 3.9
2,148,983 94.3 2,620,475 92.8 2,602,417 90.3 1,343,744 91.0 1,350,057 89.1
130,614 5.7 203,583 72 287,080 9.7 132,729 9.0 164,469 10.9
2,279,597 100.0 2,824,058 100.0 2,949,497 100.0 1,476,473 100.0 1,514,526 100.0

In addition to the turnover set forth above, we generated other revenue and net income primarily
consisting of commission income from the distribution of automobile insurance products, which is
determined based on the amounts of automobile insurance products we distributed through our
dealerships and the commission rates agreed with the relevant insurance companies, as well as interest
income on bank deposits and net gain on disposal of property, plant and equipment.
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Our gross profits

The following table sets forth a breakdown of our gross profits and gross profit margins by
category during the Track Record Period:

Year ended 31 December Six months ended 30 June
2010 2011 2012 2012 2013
Gross Gross Gross Gross Gross
Gross Profit Gross Profit Gross Profit Gross Profit Gross Profit
Profit Margin Profit Margin Profit Margin Profit Margin Profit Margin
RMB’000 % RMB’000 % RMB’000 % RMB’000 % RMB’000 %
(Unaudited)
Sales of passenger vehicles
Mid- to high-end brands. ........ 75,085 4.4 93,135 5.0 48,449 2.8 28,366 33 24,252 2.7
Luxury brands . . ... ........ .. 31,078 7.0 47,967 6.5 36,934 3.9 24,011 5.1 15,609 34
Subtotal. . . ... .. 106,163 49 141,102 54 85,383 32 52,371 3.9 39,861 3.0
After-sales services. . . ......... 44,790 343 88,607 43.5 139,379 48.6 62,271 46.9 90,066 54.8

Total .................. .. 150,953 6.6 229,709 8.1 224,762 1.6 114,648 7.8 129,927 8.6

The following table sets forth a breakdown of our gross profit and gross profit margins by types of
sales and services during the Track Record Period:

Year ended 31 December Six months ended 30 June
2010 2011 2012 2012 2013
Gross Gross Gross Gross Gross
Gross profit Gross profit Gross profit Gross profit Gross profit
profit margin profit margin profit margin profit margin profit margin
RMB’000 % RMB’000 % RMB’000 % RMB’000 % RMB’000 %
(Unaudited)
Sales of passenger vehicles
Passenger vehicles (excluding bundled
ACCESSOTIes) . . .. ... ... 82,881 4.0 111,483 4.4 48,735 1.9 37,239 2.9 7971 0.6
Bundled accessories. . . . ... ..... 23,282 389 29,619 38.8 36,648 40.7 15,138 37.0 31,890 53.8
Subtotal. . ... ... 106,163 4.9 141,102 5.4 85,383 3.2 52,337 3.9 39,861 3.0
After-sales services. . ... ....... 44,790 343 88,007 43.5 139,379 48.6 62,271 46.9 90,066 54.8
Total gross profit . ........... 150,953 6.6 229,709 8.1 224,762 7.6 114,648 7.8 129,927 8.6

Sales of new passenger vehicles

Our sales of new passenger vehicles are affected by a number of factors, including factors
attributable to our business, such as our dealership network expansion, sales network operations and
pricing, and factors beyond our control, such as market demand, regulatory change and macro-economic
conditions. We generally set our retail prices for passenger vehicles with reference to the automobile
manufacturers’ suggested retail prices and retail pricing guidelines. However, we have flexibility to
determine the retail prices of our motor vehicles, which allows us to adjust our pricing strategy
according to the market environment as well as the number of passenger vehicles in our inventory. See
“Business — Our Business — Sales and Services — Pricing Policy” on page 144 of this prospectus.

Incentive rebates
Incentive rebates also affect our gross profits from the sales of new passenger vehicles.

Automobile manufacturers often provide us incentive rebates if our annual performance satisfies certain
criteria, in areas such as sales volume, customer satisfaction and other performance indicators. The
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specific targets set by the automobile manufacturers vary from time to time, but a majority of such
targets are calculated with reference to sales volume. See “Business — Our Business — Sales and
Services — Incentive rebates from automobile manufacturers” on page 144 of this prospectus.
Excluding contribution from incentive rebates would have a significant negative impact on our gross
profit margins. For the years ended 31 December 2010, 2011 and 2012, our net profit margin was
approximately 2.2%, 2.8% and 1.6%, respectively, and for the six months ended 30 June 2012 and 2013,
approximately 1.9% and 3.0%, respectively. In comparison, our net profit (loss) margin excluding such
incentive rebates would have been approximately 0.4%, 0.8% and (1.3%) for the years ended 31
December 2010, 2011 and 2012, respectively, and for the six months ended 30 June 2012 and 2013,
approximately (0.2%) and (0.8%), respectively. See “Financial Information — Factors Affecting Our
Financial Condition and Results of Operations — Rebates from automobile manufacturers” on page 220
of this prospectus.

Reliance on Japanese-branded vehicles

We have historically relied heavily on sales of Toyota branded passenger vehicles (and to a lesser
extent Lexus branded passenger vehicles) for a significant portion of our turnover. Our turnover from
the sales of Toyota branded passenger vehicles for the years ended 31 December 2010, 2011 and 2012
contributed to approximately 71.4%, 65.0% and 56.4%, respectively, and for the six months ended 30
June 2012 and 2013, approximately 58.8% and 56.3%, respectively, of our turnover from new passenger
vehicle sales. Any decline in demand for Toyota branded vehicles or any termination of our dealership
agreements with Toyota could have a material adverse affect on our business, financial condition, results
of operation and growth prospects. Sales of Japanese-branded vehicles, including Toyota and Lexus, did
experience a temporary decline in China during the second half of 2012 as a result of, as our Directors
believe, the flare-up in September 2012 of the territorial dispute between China and Japan over the
Diaoyu Islands, which impacted sales in our Toyota and Lexus dealerships. We are actively diversifying
our brand portfolio, which will decrease our reliance on the sales performance of any particular brand of
passenger vehicles. See “Business — Our Business — Sales and Services — Sales of new passenger
vehicles” on page 142 of this prospectus.

After-sales services

We consider our after-sales services to be an essential part of our business as this segment has a
relatively high gross profit margin and stable demand. Turnover from after-sales services consists
principally of sales of spare parts and the provision of in-warranty and out-of-warranty repair and
maintenance services, and to a lesser extent, the provision of certain other automobile-related services
such as fees from vehicle registration services and commission income from mortgage loan application
services. We had a gross profit margin of approximately 34.3%, 43.5% and 48.6% for these services in
the years ended 31 December 2010, 2011 and 2012, respectively, and 46.9% and 54.8% for these
services in the six months ended 30 June 2012 and 2013, respectively.

Our Dealership Network

We operate a network of 4S dealerships in the PRC. We began operating 4S dealerships in
Dongguan, Guangdong province, in 2004. By March 2008 we had opened five dealerships, all of which
were located in Dongguan. Based on our early successes in growing our initial dealerships in Dongguan,
we have obtained core understanding on operating 4S dealerships, and have established effective
execution and operational procedures for implementation at each of our dealerships.
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In order to manage our expanding dealership network, we undertake certain procedures to train and
deploy appropriate management resources to our new dealerships. We assign a general manager to each
planned new dealership, who works with our projects department to plan and prepare for the opening of
the new dealership, manages the daily operations of the new dealership after opening in accordance with
our Group’s standard operating procedures and submits regular reports to our headquarters. See
“Business — Our Business — Our dealership network — Geographical location” on page 132 of this
Prospectus. The following table sets forth a breakdown of dealerships operated by us and our Joint
Venture by automobile brands as at each of the dates indicated:

Number of existing dealerships

As at As at
As at 31 December 30 June the Latest

2010 2011 2012 2013 Practicable Date
Luxury brands
BMW ... 1 1 1 2 2
Lexus . ................... 2 3 3 4™ 4™
Subtotal . ................. 3 4 4 6
Mid- to high-end brands
Toyota® .. ... .. ... ........ 5 6 6 6 6
Beijing Hyundai . ............ 1 2 2 2 2
Subtotal ... ............... 6 8 8 8 8
Total. . .. ................. 9 12 12 14 14
Notes:

(1) Number of existing dealerships includes one dealership (Dongguan Meidong) in which we own 49% equity interest and we
jointly operate with our joint venture partner through our Joint Venture. The revenues and sales volume for this dealership
are not included in our combined financial results. Information regarding our interests in this entity is set forth in Note 14 in
Section B of the Accountants’ Report in Appendix I to this prospectus.

2) Unless otherwise specified, references to “Toyota” include vehicles supplied to us by FAW Toyota, GAC Toyota and
Toyota China.

Our strategy is to continue to expand our dealership network via organic growth and acquisitions,
focusing on areas which we believe we have strong local knowledge and which offer strong returns on
our investment. See “Business — Our Strategies — Further expand our 4S dealership network through
organic growth and acquisition with a focus on fast growing regions in our strategic base” on page 128
of this prospectus. As at 30 June 2013, we had received manufacturers’ preliminary notices, non-binding
approvals or letters of intent to open seven new 4S dealerships, six of which would be dedicated to
ultra-luxury and luxury brands and one of which would be dedicated to a mid- to high-end brand. We
plan to open five of these dealerships in the southeastern provinces of China and two in other locations
in the PRC. Two of these will be Porsche dealerships. Sales of Porsche vehicles, according to the
ACMR Report, represented over approximately 80% of annual sales of the ultra-luxury automobile
segment in China each year from 2006 to 2012. We are in various stages of negotiations and planning of
these new 4S dealerships. We expect to enter into legally binding dealership agreements with the
automobile manufacturers after finalizing our negotiations. Our Directors expect that such dealership
agreements will be entered into at or around the time of expected commencement of operations of the 4S
dealerships, as set out in the table below. See “Business — Our Business — Our Expansion Plans™ on
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page 138 of this prospectus. The following table sets forth a breakdown of the new 4S dealerships for
which we have obtained preliminary authorisations to establish as at 30 June 2013:

Expected date of

Construction commencement

Dealership City Province commenced of operations
Ultra-luxury and luxury brands
Porsche
Foshan Dongbao . . . ................ Foshan Guangdong Yes 3rd Quarter, 2014
Shantou Dongbao . . ................ Shantou Guangdong No Ist Quarter, 2015
BMW
Chengde Meibaohang. . ... ........... Chengde Hebei Yes 1st Quarter, 2014
Changde Meibaohang. . . ... .......... Changde Hunan No Ist Quarter, 2014
Beijing Meibaohang. . .. .......... ... Beijing Beijing No Ist Quarter, 2015
Lexus
Longyan Meidong . . . . .............. Longyan Fujian No 2nd Quarter, 2014
Mid- to high-end brands
FAW Toyota
Dongguan Dongmei

Fenggang Branch. . .. .......... ... Fenggang Guangdong No 1st Quarter, 2014

Our dealership agreements

The operations of each of our 4S dealerships are governed primarily by its respective dealership
agreement with automobile manufacturers. Our authorised dealership agreements are non-exclusive and
are granted for an initial term of one to three years, and the automobile manufacturers have the right to
terminate our agreements by written notice for a variety of reasons. Under each 4S dealership
agreement, each dealership is permitted to only sell one brand of motor vehicle at that specific
dealership store and only within a designated region. In addition, under our dealership agreements, we
are typically required to (i) provide after-sales services; (ii) provide periodic sales, inventory and other
relevant information; (iii) organise sales and marketing activities and assist in sales and marketing
activities arranged by automobile manufacturers; and (iv) use the trade names, trademarks and other
forms of branding as specified by automobile manufacturers. See “Business — Sales and services —
Key terms of our dealership agreements” on page 150 of this prospectus.

Our properties

We occupy certain properties in the PRC for our business operations. These properties are used for
non-property activities as defined under Rule 5.01(2) of the Listing Rules and they are primarily used
for automobile sales and services, office and ancillary purposes. Some of these properties are subject to
title defects. The following table sets out certain information of the owned property that was subject to
title defect as at the Latest Practicable Date:

Expected timing

for completion of

Subsidiary Nature and reasons of title defect™ rectification®

Lanzhou Meidong . . . Current use does not conform with the designated usage. December 2014
We understood from the Lanzhou Authority (which is a party to the tripartite
land use transfer contract) that it would assist us to effect the change in the
Usage Difference.

Note:

(1) All capitalised terms are defined on page 166 of this prospectus.

(2) The expected timing for completion of rectification is based on the best estimation of our Company following
communications with the relevant government departments.
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The following table sets out certain information of the leased properties that were subject to title
defects as at the Latest Practicable Date:

No. Subsidiary Nature and reasons of title defects

1 Dongguan Dongmei Current use does not conform with the designated usage. Landlord’s failure to duly rectify the title defects.

2 Dongguan Dongmei Property situated on collectively-owned land and the relevant title certificates have not been obtained.

(Fenggang Branch) Landlord’s failure to duly rectify the title defects.

3 Dongguan Dongxin Current use does not conform with the designated usage. Landlord’s failure to duly rectify the title defects.

4 Dongguan Guanfeng The relevant title certificates have not been obtained. Landlord’s failure to duly rectify the title defects.

5 Quanzhou Meidong Current use does not conform with the designated usage. Landlord’s failure to duly rectify the title defects.

6 Xiamen Meidong Current use does not conform with the designated usage. Landlord’s failure to duly rectify the title defects.

7 Beijing Zhongye Property situated on state-owned allocated land and current use does not conform with the designated
usage. Landlord’s failure to duly rectify the title defects.

8 Changsha Meidong Property situated on collectively-owned land and the relevant title certificates have not been obtained.
Landlord’s failure to duly rectify the title defects.

9 Foshan Dongbao Property situated on collectively-owned land and the relevant title certificates have not been obtained.
Landlord’s failure to duly rectify the title defects.

10 Shantou Dongbao Property situated on state-owned allocated land and current use does not conform with the designated

usage. Landlord’s failure to duly rectify the title defects.
Current use does not conform with the designated usage and the relevant title certificates have not been
obtained. Landlord’s failure to duly rectify the title defects.

11 Dongguan Dongyue

For the years ended 31 December 2010, 2011 and 2012 and for the six months ended 30 June
2013, the revenue generated from our operations on the above owned and leased properties that were
subject to title defects was approximately RMB1,684.2 million, RMB1,904.5 million, RMB1,855.3
million and RMB953.6 million, respectively, which accounted for approximately 73.9%, 67.4%, 62.9%
and 62.9% of our total revenue, respectively. For the same period, the revenue generated from our
operations on properties that were not subject to title defects as at the Latest Practicable Date was
approximately RMB595.4 million, RMB919.5 million, RMB1,094.2 million, and RMB560.9 million,
respectively, which accounted for approximately 26.1%, 32.6%, 37.1% and 37.1% of our total revenue,
respectively. See “Business — Properties” on page 165.

Our customers and arrangements with our customers

Our customers primarily include individual automobile buyers and owners as well as a limited
number of corporations. We do not have any single customer that accounted for over 1% of our total
turnover during the Track Record Period due to the retail nature of our business. Our standard sales
contract with a customer for the sale of a new passenger vehicle specifies terms and conditions for the
sale, including price and delivery date. We typically require the purchaser to make a deposit of 10% of
the full price on the date the sales contract is signed, and we deliver the passenger vehicle to the
purchaser on the delivery date if the full purchase price is paid by the delivery date.

Inventory management

We actively monitor the inventory levels of motor vehicles and spare parts at our dealerships. It is
our policy to keep inventory levels as low as possible, while still maintaining reasonably appropriate
inventory as required under certain of our dealership agreements and generally as needed to fulfil
customer demand. Our average inventory turnover days (as defined and further discussed in the section
entitled “Financial Information — Inventories Analysis” on page 247) were 28.2 days, 33.6 days and
37.8 days in 2010, 2011 and 2012, respectively, and 44.2 days in the six months ended 30 June 2013.
Our sales plan is set with reference to the levels of inventory at each of our dealerships. Based on the
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information provided by our dealerships, general managers of our dealerships evaluate and plan for
procurement and sales on a weekly basis and propose measures specific to each dealership to improve
our inventory turnover. See “Business — Inventory Management” on page 162.

COMBINED RESULTS OF OPERATIONS

The following table sets forth our combined statements of comprehensive income for the periods

indicated:
Year ended 31 December Six months ended 30 June
2010 2011 2012 2012 2013
% of % of % of % of % of
RMB’000 turnover RMB’000 turnover RMB’000 turnover RMB’000 turnover RMB’000 turnover
(Unaudited)

Turnover. . . ....... 2,279,597 100.0 2,824,058 100.0 2,949,497 100.0 1,476,473 100.0 1,514,526 100.0
Cost of sales . . ..... (2,128,644) (93.4)  (2,594,349) (91.9)  (2,724,735) (92.4)  (1,361,825) (92.2)  (1,384,599) (91.4)
Gross profit . . ... .. 150,953 6.6 229,709 8.1 224,762 7.6 114,648 7.8 129,927 8.6
Other revenue and net

income. ... ..... 13,492 0.6 18,176 0.6 19,800 0.7 8,702 0.6 20,374 1.3
Distribution costs . . . . (49,966) (2.2) (70,970) (2.5) (89,368) (3.0 (42,837) (2.9 (41,881) (2.8)
Administrative expenses (39,028) (1.7) (54,340) (1.9) (58,519) (2.0) (26,980) (1.8) (34,232) (2.3)
Profit from operations 75,451 33 122,575 43 96,675 33 53,533 3.6 74,188 4.9
Finance costs . . ... .. (17,283) (0.8) (32,215) (1.1) (43,158) (1.5) (21,575) (1.5) (19,148) (1.3)
Share of (losses)/profits

of an associate. . . . (1,510) 0.1) 299 — (523) — (376) — 612 —
Share of profits of a

joint venture . . . . . 8,740 0.4 10,401 0.4 8,586 0.3 4,486 0.3 4,987 0.3
Profit before taxation . 65,398 2.9 101,060 3.6 61,580 2.1 36,068 24 60,639 4.0
Income tax .. ...... (15,092) 0.7) (22,983) (0.8) (13,797) (0.5) (8,119) (0.5) (14,865) (1.0)
Profit and total

comprehensive

income for the

year/period. . . . . . 50,306 2.2 78,077 2.8 47,783 1.6 27,949 1.9 45,774 3.0

Effect of weaker market conditions and Diaoyu Islands incident

The passenger vehicle market in the PRC has been affected by weaker market conditions in the
PRC as well as the territorial dispute between the PRC and Japan over the Diaoyu Islands that flared up
in September 2012. We experienced a decrease in the average selling price of both our mid- to high-end
passenger vehicles and our luxury passenger vehicles over the Track Record Period. The decrease in the
average selling price of all market segments of passenger vehicles for the year ended 31 December 2012
was primarily due to generally weaker market conditions in the PRC. The Diaoyu Islands incident had a
further negative impact on demand of our Japanese-branded passenger vehicles, Toyota and Lexus. In
the year ended 31 December 2012, we experienced slower annual growth in our sales volume of
passenger vehicles and our turnover as compared to the year ended 31 December 2011. Furthermore, in
the year ended 31 December 2012, our gross profit and net profit declined as compared to the year
ended 31 December 2011. We believe the slower annual growth and declines in these areas for the year
ended 31 December 2012 were primarily attributable to weaker market conditions and the Diaoyu
Islands incident occurring during this period. We also slowed down our expansion plan in 2012 in
accordance with the challenging market conditions by delaying construction of certain new dealerships
and terminating our preliminary authorisations to open certain other new dealerships. However, we
expect to speed up our expansion both through acquisition of existing dealership stores and through
development of new dealership stores, including opening seven new dealerships by the end of the first
quarter of 2015. See “Business — Our Business — Sales and services — Effect of weaker conditions
and Diaoyu Islands incident” on page 146 of this prospectus.
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Future prospects

Despite weaker market conditions in the PRC and other challenges, our Directors believe that our
Group’s business is sustainable. During the Track Record Period, our gross profit margin experienced
fluctuations primarily due to market conditions as well as experiencing the positive effect of increasing
turnover from after-sales services. Our gross profit margin increased from approximately 6.6% for the
year ended 31 December 2010 to approximately 8.1% for the year ended 31 December 2011, and then
decreased to approximately 7.6% for the year ended 31 December 2012. Our gross profit margin
increased from approximately 7.8% for the six months ended 30 June 2012 to approximately 8.6% for
the six months ended 30 June 2013.

Our sales of passenger vehicles fluctuates and is affected by many external conditions, such as
success of the automobile brands that we sell, industry conditions, macroeconomic conditions and other
factors. Our gross profit margins from the sales of passenger vehicles increased from approximately
4.9% for the year ended 31 December 2010 to approximately 5.4% for the year ended 31 December
2011, and then decreased to approximately 3.2% for the year ended 31 December 2012. The decrease in
2012 was largely attributable to weak market conditions. According to the ACMR Report, the market
conditions of automobile dealerships is expected to improve in 2013. Our gross profit margins from the
sales of passenger vehicles decreased from approximately 3.9% for the six months ended 30 June 2012
to approximately 3.0% for the six months ended 30 June 2013, mainly due to an increase in the number
of mid- to high-end vehicles that we sold, which caused mid- to high-end vehicles with lower gross
profit margins to make up a larger proportion of our sales volume of passenger vehicles during the six
months ended 30 June 2013. Furthermore, during the period, the average selling price of most of our
passenger vehicles decreased because we offered more vehicle price discounts to our customers in order
to increase the number of vehicles sold and generate more revenue from the purchasers of such vehicles
through our higher margin value-added services, such as provision of vehicle registration services and
provision of mortgage loan application services. Our performance from after-sales services is less
susceptible to market fluctuations. During the Track Record Period, we experienced strong growth in our
after-sales services and an increase in the gross profit margin. The gross profit margin for after-sales
services increased from approximately 34.3% for the year ended 31 December 2010 to 54.8% for the six
months ended 30 June 2013. The composition of our Group’s turnover from after-sales services
increased from approximately 5.7% for the year ended 31 December 2010 to 10.9% for the six months
ended 30 June 2013.

Accordingly, our Directors believe that whilst market fluctuation is a key factor affecting sales of
passenger vehicles, the business of sales of passenger vehicles is nevertheless stable in the long-term.
Further, it is expected that any adverse fluctuations in the revenue from sales of passenger vehicles in
the short term may be partially offset by our increasing revenue from after-sales services. Accordingly,
for the reasons set above, our overall business remains sustainable.

Provisions on the Liability for Repair, Replacement and Return of Household Automotive Products

According to the 3R Provisions, the liability for guaranteeing repair, replacement and return of
household automotive products (“Three Guarantees”) must be assumed by the sellers of household
automotive products. The sellers are entitled to the right to seek compensation from the manufacturers or
other dealers of household automotive products if the liability is attributable to the manufacturers or
other dealers. See ‘“Regulations — Applicable PRC Laws and Regulations — The PRC Automobiles
Industry — The Guarantees for Household Automobile” on page 81 of this prospectus. In connection
with the 3R Provisions, we have made changes in our supplier contracts with suppliers other than
automobile manufacturers and customer sales contracts to comply with or address issues arising from the
3R Provisions. For example, in our customer sales contracts, we have added provisions to clarify the
scope of our liability to consumers under certain sections of the 3R Provisions and to describe the
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situations where the 3R Provisions specifically provide that we are exempt from its provisions. Also, in
our supplier contracts with suppliers other than automobile manufacturers we have added provisions to
clarify procedures in line with the 3R Provisions relating to our return of products to suppliers that are
found to have manufacturing defects. We expect that automobile manufacturers may also seek to adjust
the terms of their dealership agreements in order to comply with or address issues arising from the 3R
Provisions. Our Directors are of the view that it is unlikely that the 3R Provisions will have a material
adverse effect on our results of operation since the automobile manufacturer warranty terms for the
vehicles that we provided during the Track Record Period were generally in line with or exceeded the
requirements of the 3R Provisions and based on our experience of handling customer warranty claims,
we do not expect a material change in the volume and nature of claims of repairs, replacements and
returns from the 3R Provisions and, in any case, we expect to be able to seek and receive reimbursement
from automobile manufacturers for most of the claims for repairs, replacements and returns of
automobile products from our customers that may arise due to the 3R Provisions.

OUR SHAREHOLDING STRUCTURE

As at the Latest Practicable Date, the entire issued share capital of our Company was owned by
Apex Sail. Immediately following completion of the Global Offering (without taking into account any
Shares which may be issued upon the exercise of the Over-allotment Option and the options which may
be granted under the Share Option Scheme), Apex Sail will directly own approximately 75% of our
expanded issued share capital, and Apex Holdings which is the sole shareholder of Apex Sail as at the
Latest Practicable Date, will indirectly own approximately 75% of our enlarged issued share capital.
Apex Holdings is a trust asset of the Ye Family Trust, a revocable discretionary family trust which was
established by Mr. Ye Fan as settlor. The discretionary objects of the Ye Family Trust include the Ye
Brothers and some of their family members. For such reasons, Mr. Ye Fan, together with and through
Apex Holdings and Apex Sail, are our Controlling Shareholders. In order to further incentivise key
employees and to align their interests with those of our Group, we have adopted the Share Option
Scheme pursuant to which we may in the future grant to our employees options to subscribe for Shares.
Such options if granted and exercised in full will result in issue of new Shares which will represent up
to a maximum of 10% of our issued share capital immediately following completion of the Global
Offering, and assuming the Over-allotment Option is not exercised. See “D. Share Option Scheme” in
Appendix V on page V-27 of this prospectus for further details of the Share Option Scheme and the
options to be granted thereunder.

DIVIDEND POLICY

No dividend has been paid or declared by our Company since its date of incorporation. Dongguan
Meidong declared and paid dividends in cash totalling approximately RMB2.9 million and RMB11.8
million to its then equity shareholder, Dadong Group, for the years ended 31 December 2010 and 2012,
respectively. Xiamen Meidong also declared and paid dividends in cash totalling approximately
RMB12.0 million to its then equity holder, Dadong Group, for the year ended 31 December 2012. In
May 2013, Dongguan Dongmei, Dongguan Dongxin, Dongguan Dongbu, Dongguan Guanfeng, Xiamen
Meidong and Zhuzhou Meibaohang declared dividends, in the aggregate, of approximately RMB169.9
million to the then equity shareholder of these PRC subsidiaries, including Dadong Group and the non-
controlling shareholder of a subsidiary of our Group. Of these dividends, RMB126.2 million was settled
by way of set-off against outstanding amounts due to us from Dadong Group, RMB11.4 million was
paid in cash in May 2013, RMB29.0 million was paid in cash in June 2013, and RMB3.3 million was
paid in cash in September 2013 to the non-controlling shareholder of a subsidiary of our Group. After
Listing, the declaration of dividends will be subject to the approvals of our Board and by our then
Shareholders. The payment and the amount of any dividends, if paid, will depend on the results of
operations, cash flows, financial condition, statutory and regulatory restrictions on the payment of
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dividends by us, future prospects and other factors that we may consider relevant. The payment of
dividends may also be limited by legal restrictions and by financing agreements that we are now subject
to or may enter into in the future. The amounts of distribution that we have declared and made in the
past should not be taken as indications of the dividends, if any, that we may pay in the future.

RECENT DEVELOPMENTS
The following table sets forth a breakdown of our turnover, sales volume, average selling price,
gross profits and gross profit margins by category based on our unaudited consolidated financial

statements for the three months ended 30 September 2013 and the corresponding period in 2012:

Three months ended 30 September (unaudited)

2012 2013
Average Gross Average Gross
Sales selling Gross Profit Sales selling Gross Profit
volume  Turnover price Profit Margin _ volume  Turnover price Profit Margin
units RMB’000  RMB’000  RMB’000 % units RMB’000  RMB’000  RMB’000 %
Sales of Passenger Vehicles
Mid- to high-end brands. . . . .. 3,036 426,971 141 7,059 1.7 3,510 467,707 133 12,822 2.7
Luxury brands. . .. ........ 639 266,688 417 6,353 2.4 785 333,919 425 11,388 3.4
Subtotal. . .. ... 3,675 693,659 189 13412 1.9 4,295 801,626 187 24210 3.0
After-sales services. . . .. ... ... N/A 78,285 N/A 39,653 50.7 N/A 97,353 N/A 52,027 534

Total ................... N/A 771,944 N/A 533,065 6.9 N/A 398,979 N/A 76,237 8.5

LISTING EXPENSES

We incurred approximately RMBS8.2 million of listing expenses during the Track Record Period,
among which RMB2.5 million was recorded as prepayments and RMBS5.7 million was recorded as
expenses. We expect to incur approximately an additional RMB22.3 million in listing expenses after the
Track Record Period, of which approximately RMB6.9 million will be recognised as expenses in the
consolidated statements of comprehensive income for the year ending 31 December 2013 and the
remainder will be capitalised in reserves upon Listing.

PROFIT FORECAST FOR THE YEAR ENDING 31 DECEMBER 2013

All statistics in this table are based on the assumption that no options are granted under the Share
Option Scheme.

Forecast consolidated profit attributable to equity shareholders of the Company™ . ... ... ... ... not less than RMB97,400,000
Unaudited pro forma forecast earnings per Share™®® .. L not less than RMBO0.09
(approximately HK$0.11)

Notes:

(1) The bases and assumptions on which the above profit forecast for the year ending 31 December 2013 has been prepared are
summarised in Appendix III to this prospectus.

(2) The calculation of the forecast earnings per Share on a pro forma basis is based on the forecast consolidated profit
attributable to equity shareholders of the Company for the year ending 31 December 2013, assuming that the Company has
been listed since 1 January 2013 and a total of 1,000,000,000 Shares were in issue during the entire year.

3) The unaudited pro forma forecast earnings per Share is converted into Hong Kong dollars at an exchange rate of
RMBO0.7913 to HKS$1.

The text of letters from our Reporting Accountants and from the Sole Sponsor in respect of the
profit forecast is set out in “Appendix III — Profit Forecast™.
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USE OF PROCEEDS

The net proceeds from the Global Offering, after deducting underwriting fees and estimated
expenses payable by our Company in connection thereto, are estimated to be approximately HK$418.7
million, assuming that the Over-allotment Option is not exercised and based on the Offer Price of
HKS$1.8 per Share. We intend to use such net proceeds from the Global Offering as follows:

° Approximately HK$209.3 million or 50% towards financing the capital expenditures required
in connection with the organic growth of our 4S dealership network via opening new 4S
dealerships;

° Approximately HK$125.6 million or 30% towards financing our network’s expansion through
acquisition of other 4S dealerships if suitable opportunities arise;

° Approximately HK$41.9 million or 10% towards financing the development of new lines of
business, such as used-automobiles sales, and new business systems, including IT system
upgrades; and

° Approximately HK$41.9 million or 10% towards working capital, inventory and general
corporate purposes.

The above allocation of the net proceeds will be adjusted on a pro rata basis in the event that the
Over-allotment Option is exercised. See “Future Plans and Use of Proceeds” on page 271 of this
prospectus.

RISK FACTORS

There are risks associated with your investment in the Offer Shares. Among the risks we believe
could be relatively material include: our dependence on our authorised dealership agreements with a few
major automobile manufacturers and the sales performance of their brands; the increasingly competitive
nature of the PRC automobile dealership market; government policies on the purchases and ownership of
motor vehicles and fluctuations in consumer spending in the PRC; and adverse political relations
between China and Japan and/or other countries. This is not a complete list of our risk factors. See
“Risk Factors” in this prospectus for a detailed discussion of our risk factors.

OFFERING STATISTICS

Based on the
Offer Price of
HK$1.8 per share

Our Company’s market capitalization upon completion of the Global Offering™ . ... ... ... ... ... HK$1,800 million
Unaudited pro forma adjusted net tangible asset per Share® . . ... ... .. .. ... ... .. ... .. ... .. HKS$0.44
Notes:

(1) All statistics in this table are based on the assumption that the Over-allotment Option is not exercised. The calculation of
market capitalization is based on 1,000,000,000 Shares expected to be issued and outstanding immediately upon completion
of the Reorganisation and the Global Offering.

(2) The unaudited pro forma adjusted net tangible asset value per Share is calculated after making the adjustments referred to in
Appendix II “Unaudited Pro Forma Financial Information™ in this prospectus and on the basis that a total of 1,000 million
Shares were in issue as at 1 January 2013 (including Shares in issue as at the date of this prospectus and those Shares to be
issued pursuant to the Global Offering).

3) No adjustment has been made to reflect any trading result or other transactions of the Group entered into subsequent to 30
June 2013.



DEFINITIONS

In this prospectus, unless the context otherwise requires, the following expressions have the

following meanings.

“ACMR”

“ACMR Report”

“affiliate(s)”

“AIC”

“Apex Holdings™”

“Apex Sail”

“Application Form(s)”

“Articles of Association” or
“Articles”

“associate(s)”

“Beijing Hyundai”

All China Marketing Research Co. Ltd. (dbt#E% A A5 BF
FR/v 7)), an independent specialist Chinese market research
company

an industry report prepared by ACMR dated 22 November 2013

any other person, directly or indirectly, controlling or controlled
by or under direct or indirect common control with such specified
person

Administration of Industry & Commerce* (L.F17BUE M) in
the PRC or, where the context so requires, State Administration
of Industry and Commerce of the PRC ("3 A & HL A1 3] T p% 17 L
BHLAA) or its delegated authority at provincial, municipal or
other local level

Apex Holdings Enterprises Limited (& WA BR/A ), a company
incorporated under the laws of BVI on 15 May 2012 with limited
liability, which is directly owned by Fiducia Suisse (the trustee of
the Ye Family Trust) and is a Controlling Shareholder

Apex Sail Limited (HWAFRATF), a company incorporated
under the laws of BVI on 5 January 2012 with limited liability,
which is directly owned by Apex Holdings and is a Controlling
Shareholder

WHITE application form(s), YELLOW application form(s) and
GREEN application form(s), or where the context so requires,
any one of them, relating to the Hong Kong Public Offer

the articles of association of our Company adopted on 13
November 2013 and as amended from time to time, a summary
of which is set out in Appendix IV to this prospectus

has the meaning ascribed thereto under the Listing Rules

Beijing Hyundai Motor Company* (b5 BLIRH A R/AF]), an
Independent Third Party and a PRC joint venture corporation
established jointly by Hyundai Motor Company and Beijing

Automotive Group* (LI VAH L E A BR A A)
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“Beijing Meibaohang”

“Beijing Zhongye”

“BMW”

“BMW Brilliance”

“BMW China”

“Board” or “Board of Directors”

“Business Day” or “business day”

“BVI”

“BVI Subsidiary”

“CAGR”

“CBRC”

“CCASS”

“CCASS Clearing Participant”

Beijing Meibaohang Auto Sales and Services Co., Ltd.* (L5t 3
BEATIRHE 8 & IR 5 A R/~ F]), a company incorporated in PRC on
24 October 2011 which is indirectly owned as to 75% by our
Company, 15% by Mr. Wang Shenwu (F1HiX) and 10% by Mr.
Liu Rong (#/%€) respectively as at the Latest Practicable Date

Beijing Zhongye Toyota Auto Sales and Services Co., Ltd.* (dt
o S R HL B &IPS A BRA F), a company incorporated in
PRC on 23 August 2001 and an indirect wholly-owned subsidiary
of our Company as at the Latest Practicable Date

a brand of automobiles produced by BMW Brilliance and/or
imported by BMW China

BMW Brilliance Automotive Ltd.* (¥R EREAHRAF]), an
Independent Third Party and a joint venture in the PRC between
BMW Group and Brilliance China Automotive Holdings Ltd.*
(R P B A IR 7D

BMW China Automotive Trading Ltd.* (EH(HE)REE S H
FR/Z ), an Independent Third Party and a PRC subsidiary of the
BMW Aktiengesellschaft

the board of Directors of our Company

a day on which banks in Hong Kong are generally open for
business to the public and which is not a Saturday, Sunday or
public holiday in Hong Kong

the British Virgin Islands

China MeiDong Auto International Limited ([ 35 HUR 5[ B A
PR/ 7]), a company incorporated under the laws of BVI on 9
March 2012 with limited liability and a direct wholly-owned
subsidiary of our Company as at the Latest Practicable Date

compound annual growth rate

the China Banking Regulatory Commission (" [B#R17 35 BB
HZEE )

the Central Clearing and Settlement System established and
operated by HKSCC

a person admitted to participate in CCASS as a direct clearing
participant or general clearing participant
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“CCASS Custodian Participant”

“CCASS Investor Participant”

“CCASS Participant™

“Changde Meibaohang™

“Changsha Meidong”

“Chengde Meibaohang”

“China” or “PRC”

“Companies Law”

“Companies Ordinance”

“Company” or “our Company”

“connected person(s)”’

“Controlling Shareholder(s)”

a person admitted to participate in CCASS as a custodian
participant

a person admitted to participate in CCASS as an investor
participant who may be an individual or joint individuals or a
corporation

a CCASS Clearing Participant, a CCASS Custodian Participant or
a CCASS Investor Participant

Changde Meibaohang Auto Sales and Services Co., Ltd.* (% &7
EHETIRHEHE R A R/AR]), a company incorporated in PRC
on 27 April 2012 and an indirect wholly-owned subsidiary of our
Company as at the Latest Practicable Date

Changsha Meidong Lexus Auto Sales and Services Co., Ltd.* (&
WERTFwEMRHEHERFEARAA), a company
incorporated in PRC on 18 April 2012 and an indirect wholly-
owned subsidiary of our Company as at the Latest Practicable
Date

Chengde Meibaohang Auto Sales and Services Co., Ltd.* (K73
BEATIRH 8 & IR A BR /A F]), a company incorporated in PRC on
8 August 2011 which is indirectly owned as to 70% by our
Company, 20% by Mr. Wang Shenwu and 10% by Mr. Liu
Haiming (%3 #%) respectively as at the Latest Practicable Date

the People’s Republic of China excluding for the purpose of this
prospectus, Hong Kong, the Macau Special Administrative
Region of the PRC and Taiwan

the Companies Law, Cap. 22 (Law 3 of 1961, as consolidated and
revised) of the Cayman Islands

the Companies Ordinance (Chapter 32 of the Laws of Hong
Kong) as amended, supplemented or otherwise modified from
time to time

China MeiDong Auto Holdings Limited (B35 5% U4 A BR
/v]), an exempted company incorporated with limited liability
under the laws of the Cayman Islands on 24 February 2012

has the meaning ascribed thereto under the Listing Rules

has the meaning ascribed thereto in the Listing Rules and, unless
the context requires otherwise, collectively refers to Mr. Ye Fan,
Apex Sail and Apex Holdings
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DEFINITIONS

“Dadong Group”

“Deed of Indemnity”

“Director(s)”

“Dongguan Anxin”

“Dongguan Dongbu”

“Dongguan Dongmei”

“Dongguan Dongmei

Fenggang Branch”

“Dongguan Dongxin”

Guangdong Dadong Auto Group Co., Ltd.* (J& B KX HL4E [
AR H]), formerly known as Dongguan Dadong Industrial
Investment Company Limited* (SRZEM KR EEHRE AR A,
a company incorporated in PRC on 31 January 2007 and whose
entire registered capital was owned by Mr. Ye Fan (and was
registered in the name of (i) as to 98.75%, Mr. Ye Fan and (ii) as
to 1.25%, Ms. Hu Huanran (Mr. Ye Fan’s spouse) who has been
holding such 1.25% equity interest on trust for the benefit of Mr.
Ye Fan), and it was not a subsidiary of our Company as at the
Latest Practicable Date

the deed of indemnity dated 13 November 2013 entered into
between the Controlling Shareholders and our Company for itself
and as trustee for its subsidiaries and the Joint Venture, under
which the Controlling Shareholders have given certain
indemnities referred to in “Appendix V — Statutory and General
Information — E. Estate duty, tax and other indemnities” in this
prospectus

the directors of our Company

Dongguan Anxin Toyota Auto Sales and Services Co., Ltd.* (3
SET 4 W R 8 B IR B A FR/A 7)), an associate of our Group
incorporated in PRC on 18 June 2009, which is indirectly owned
by our Company and Mr. Wei Songgen (EHAH) as to 49% and
51% respectively as at the Latest Practicable Date

Dongguan Dongbu Toyota Auto Sales and Services Co., Ltd.* (3R
SE T AR VR E Y B IS A BR A F]), a company incorporated
in PRC on 23 October 2003 and an indirect wholly-owned
subsidiary of our Company as at the Latest Practicable Date

Dongguan Dongmei Toyota Auto Sales and Services Co., Ltd.*
(RZE R 5 B VR L8 65 I Bs A FRZA W), a company incorporated
in PRC on 16 January 2007 and an indirect wholly-owned
subsidiary of our Company as at the Latest Practicable Date

Dongguan Dongmei Toyota Auto Sales and Services Co., Ltd.
Fenggang Branch* (HUZEH 3 W H VAo 85 5 5 A PR w) JEL f 43
/NH]), a branch company of Dongguan Dongmei established in
PRC on 21 December 2012

Dongguan Dongxin Auto Sales and Services Co., Ltd.* (AFETT
WV B IR A PR Al), a company incorporated in PRC on
28 May 2007 and an indirect wholly-owned subsidiary of our
Company as at the Latest Practicable Date
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DEFINITIONS

“Dongguan Dongyue”

“Dongguan Guanfeng”

“Dongguan Jucheng”

“Dongguan Juxinghang”

“Dongguan Meidong” or
“Joint Venture”

“Dongguan Meixin”

“EIT”

“EIT Law”

“ERP system”

Dongguan Dongyue Used Vehicles Co., Ltd.* (RZETHRE —F
HAFL/AHE]), a company incorporated in PRC on 20 April 2012
and an indirect wholly-owned subsidiary of our Company as at
the Latest Practicable Date

Dongguan Guanfeng Auto Co., Ltd.* (M FE 76 8 IR H A FRA A)),
a company incorporated in PRC on 10 April 2003 which is
indirectly owned as to 70% by our Company and 30% by Mr. Liu
Shuchang (24 &) respectively as at the Latest Practicable Date

Dongguan Jucheng Auto Technical Services Co., Ltd.* (BFE %
KB TR B A BRA ), a company incorporated in PRC on
22 April 1999 and subsequently disposed of by Mr. Ye Fan (who
held 44% equity interest before such disposal) in April 2013,
which was not a member of our Group as at the Latest Practicable
Date

Dongguan Juxinghang Auto Sales and Services Co., Ltd.* (35&
HiAR B AT RS & B A BRA F]), a company incorporated in
PRC on 11 March 2008 and subsequently disposed of by Dadong
Group in September 2012, which was not a member of our Group
as at the Latest Practicable Date

Dongguan Meidong Automotive Service Co., Ltd.* (35E3E HIA
H R %A FR/AT]), a joint venture of our Group incorporated in
PRC on 4 April 2007, which was indirectly owned by our
Company and Meichang Auto Group (Asia) Limited as to 49%
and 51% respectively as at the Latest Practicable Date

Dongguan Meixin Business Consulting Co., Ltd.* (7 E(5 M F
BTHEMARAR]), a company incorporated in PRC on 10
September 2012 and an indirect wholly-owned subsidiary of our
Company as at the Latest Practicable Date

enterprise income tax

the PRC Enterprise Income Tax Law ('3 A R ILFIE 1> 3 15
Bii%), promulgated on 16 March 2007 by the National People’s
Congress and effective on 1 January 2008

an enterprise resource planning system that integrates, processes
and manages management information across the business units
of a company



DEFINITIONS

“FAW Toyota”

“Fiducia Suisse”

“Foshan Dongbao”

“GAC Toyota”

3 GDP?’
“Global Offering”

“GREEN Application Form(s)”

“Group”, “our Group”, “we” or

13 ER]

us

“Hengyang Meibaohang”

“Heyuan Guanfenghang”

“HK$” or “Hong Kong dollar(s)”
or “HKD” or “cents”

“HKAS(s)”

FAW TOYOTA Motor Sales Co., Ltd.* (— 7<% H <M EG R
/7)), an Independent Third Party and a PRC joint venture
corporation established jointly by FAW Group Corporation* ('
B 5 — X HAE /A F]), Toyota Motor Corporation, Tianjin FAW
Toyota Motor Co., Ltd.* (RE—JREHKHEARAR) and
Sichuan FAW Toyota Motor Co., Ltd.* (P4)I|—{<"% H{KHH R
A7)

Fiducia Suisse SA, a company incorporated in Switzerland, the
trustee of the Ye Family Trust

Foshan Dongbao Auto Sales and Services Co., Ltd.* (fif LI R A
HEHE R A R/ A, a company incorporated in PRC on 26
March 2012 and an indirect wholly-owned subsidiary of our
Company as at the Latest Practicable Date

GAC Toyota Motor Co., Ltd. (FEREHREARAF), an
Independent Third Party and a PRC joint venture corporation
established jointly by Toyota Motor Corporation, Toyota China
and Guangzhou Automobile Group Co., Ltd.* (J&JH ¥ 54 B ik
A BRZA 7))

gross domestic product
the Hong Kong Public Offer and the International Offer

the application form(s) to be completed by HK eIPO White Form
Service Provider

our Company and its subsidiaries or, where the context so
requires in respect of the period before our Company became the
holding company of our present subsidiaries, the entities which
carried on the business of the present Group at the relevant time

Hengyang Meibaohang Auto Sales and Services Co., Ltd.* (fijf5
M EEITRHEHERBABRAF), a company incorporated in
PRC on 14 June 2011 and an indirect wholly-owned subsidiary
of our Company as at the Latest Practicable Date

Heyuan Guanfenghang Auto Co., Ltd.* (T e @17 {RHEH R
/~Hl), a company incorporated in PRC on 27 January 2011 and
an indirect wholly-owned subsidiary of our Company as at the
Latest Practicable Date

Hong Kong dollars and cents respectively, the lawful currency for
the time being of Hong Kong

Hong Kong Accounting Standard(s)
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DEFINITIONS

“HKFRS(s)”
“HKICPA”
“HKSCC”

“HKSCC Nominees”

“HK eIPO White Form”

“HK eIPO White Form Service
Provider”

“HK Subsidiary”

“Hong Kong”, “HKSAR” or
S‘HK”

“Hong Kong Public Offer”

“Hong Kong Public Offer Shares™

“Hong Kong Share Registrar”

“Hong Kong Underwriters”

“Hong Kong Underwriting
Agreement”

Hong Kong Financial Reporting Standard(s)
Hong Kong Institute of Certified Public Accountants
Hong Kong Securities Clearing Company Limited

HKSCC Nominees Limited, a wholly-owned subsidiary of
HKSCC

the application for Hong Kong Public Offer Shares to be issued in
the applicant’s own name through the designated website at
www.hkeipo.hk

the HK eIPO White Form service provider designated by
our Company, as specified on the designated website at
www.hkeipo.hk

China MeiDong Auto (HK) Limited (H [ 35 MR H (5 i) A BRA
A]), a company incorporated under the laws of Hong Kong on 21
March 2012 with limited liability and an indirect wholly-owned
subsidiary of our Company as at the Latest Practicable Date

the Hong Kong Special Administrative Region of the PRC

the offer to the public in Hong Kong for subscription of the Hong
Kong Public Offer Shares at the Offer Price, on and subject to the
terms and conditions stated in this prospectus and in the
Application Forms

the 25,000,000 new Shares (subject to adjustment as described in
“Structure of the Global Offering” in this prospectus) being
offered by us for subscription at the Offer Price under the Hong
Kong Public Offer

Tricor Investor Services Limited, our Company’s Hong Kong
share registrar

the underwriters in respect of the Hong Kong Public Offer named
in the paragraph headed ‘“Hong Kong Underwriters” in
“Underwriting” in this prospectus

the underwriting agreement dated 21 November 2013 relating to
the Hong Kong Public Offer entered into by our Company, the
Controlling Shareholders, our executive Directors, CCBI and the
Hong Kong Underwriters
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DEFINITIONS

“Hunan Meibohang”

“Hyundai”

“Independent Third Party(ies)”

“International Offer”

“International Offer Shares”

)

“International Underwriters’

“International Underwriting
Agreement”

“Issuing Mandate”

“Lanzhou Meidong”

“Latest Practicable Date”

Hunan Meibohang Auto Sales and Services Co., Ltd.* i R=ES
AT IR 8 & IR 75 A PR~ F]), a company incorporated in PRC on
19 March 2012 and subsequently disposed of by Dadong Group
in May 2013, which was not a member of our Group as at the
Latest Practicable Date

a brand of automobiles produced by Beijing Hyundai

an individual(s) or a company(ies) who or which is/are
independent of and not connected with (within the meaning of
the Listing Rules) any director, chief executive or substantial
shareholder (within the meaning of the Listing Rules) of our
Company, its subsidiaries or any of their respective associates

the offering of the International Offer Shares at the Offer Price as
set out in “Structure of the Global Offering” in this prospectus

the 225,000,000 new Shares initially being offered for
subscription under the International Offer (subject to adjustment
as described in “Structure of the Global Offering” in this
prospectus)

the underwriters that are expected to enter into the International
Underwriting Agreement

the underwriting agreement to be entered into between, among
others, our Company, the Controlling Shareholders, our executive
Directors, the Sole Global Coordinator and International
Underwriters in respect of the International Offer

the general unconditional mandate granted to our Directors by our
sole Shareholder in relation to the issue of new Shares, further
information on which is set forth in the paragraph under
“Appendix V — Statutory and General Information — A. Further
information about our Group — 3. Resolutions in writing of our
sole Shareholder passed on 13 November 2013 in this
prospectus

Lanzhou Meidong Lexus Auto Sales and Services Co., Ltd.* (T I
I T e i TR LB 45 IS A BR 22 ), a company incorporated in
PRC on 15 March 2010 and an indirect wholly-owned subsidiary of
our Company as at the Latest Practicable Date

15 November 2013, being the latest practicable date for the
purpose of ascertaining certain information in this prospectus
prior to its publication
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DEFINITIONS

“Lexus”

“Listing”

“Listing Committee”

“Listing Date”

“Listing Rules”

“Longyan Meidong”

“M&A Provisions”

“Main Board”

“Memorandum of Association” or
“Memorandum”

“Ministry of Finance”

“MOEP”

“MOFCOM”

a brand of automobiles produced by the luxury automobile
division of Toyota Motor Corporation, Lexus

the listing of the Shares on the Main Board of the Stock
Exchange

the Listing Committee of the Stock Exchange

the date, expected to be on or about 5 December 2013, on which
dealings in the Shares first commence on the Main Board of the
Stock Exchange

the Rules Governing the Listing of Securities on the Stock
Exchange of Hong Kong Limited (as amended from time to time)

Longyan Meidong Lexus Auto Sales and Services Co., Ltd.* (Hg
HERBE wENMIRHEHERFEARAA), a company
incorporated in PRC on 11 December 2012 and an indirect
wholly-owned subsidiary of our Company as at the Latest
Practicable Date

the Provisions on Mergers and Acquisitions of Domestic
Enterprises by Foreign Investors <4445 & & f IR N A 3
BIHLED (“M&A Provisions™), which were promulgated by
MOFCOM, the State Assets Supervision and Administration
Commission of the State Council, State Administration of
Taxation, the SAIC, China Securities Regulatory Commission
and SAFE on 8 August 2006 and became effective on 8
September 2006 and as amended on 22 June 2009

the stock exchange (excluding the option market) operated by the
Stock Exchange which is independent from and operated in
parallel with the Growth Enterprise Market of the Stock Exchange

the memorandum of association of our Company adopted at its
incorporation on 24 February 2012, as amended from time to time

the Ministry of Finance of the PRC (H'#& A [ 2 B LK)

the Ministry of Environmental Protection of the PRC (13 AR
FEAN B R 5 R )

the Ministry of Commerce of the PRC (3 A Rt B 7 5 &6,
or where the context so requires, its counterparts at the local
levels



DEFINITIONS

“Mr. Ye Fan”

“Mr. Ye Tao”

“National Bureau of Statistics of
China”

“National People’s Congress”
or “NPC”

“NAV”

“NDRC ’

“Offer Price”

“Offer Share(s)”

“Over-allotment Option”™

“PB OC ’

“Porsche”

Mr. Ye Fan (ZEWLSEZE), one of our Controlling Shareholders, an
executive Director and the Chairman of the Board who is the
younger brother of Mr. Ye Tao

Mr. Ye Tao (ZERHSEE), an executive Director and the Chief
Executive Officer of our Company who is the elder brother of
Mr. Ye Fan

the National Bureau of Statistics of the PRC (" #E A F 30 B B
FHiwt Ry

the National People’s Congress of the PRC (% A [ LA [ 42 [
ANRAEKRE)

net asset value

the National Development and Reform Commission of the PRC

(2 N BRI 2 o 5 % R A & B

HK$1.8 per Offer Share (exclusive of brokerage, SFC transaction
levy and Stock Exchange trading fee) at which the Offer Shares
are to be subscribed for and issued pursuant to the Global
Offering

the Hong Kong Public Offer Shares and the International Offer
Shares together, where relevant, with any additional new Shares
issued pursuant to the exercise of the Over-allotment Option

the option expected to be granted by our Company to the
International Underwriters, exercisable by the Sole Global
Coordinator on behalf of the International Underwriters to require
our Company to allot and issue up to 37,500,000 additional
Shares, representing 15% of the Shares initially being offered
under the Global Offering at the Offer Price to cover over-
allocations in connection with the International Offer, as
described in “Structure of the Global Offering” in this prospectus

the People’s Bank of China (H'[# A [4R1T), the central bank of
the PRC

a brand of automobiles produced by Dr. Ing. h.c. F. Porsche
Aktiengesellschaft



DEFINITIONS

“PRC Company Law”

“PRC Court”

“PRC government” or “State”

“PRC Legal Advisors”

“Quanzhou Meidong”

“Regulation S

“Reorganisation”

“Repurchase Mandate”

“RMB” or “Renminbi”

“SAIC”

“SFC” or “Securities and Futures
Commission”

“SFO” or “Securities and Futures
Ordinance”

the Company Law of the PRC (* 3 A RILAEH 24 7#%), enacted
by the Standing Committee of the Eighth National People’s
Congress on 29 December 1993 and effective on 1 July 1994, and
subsequently amended on 25 December 1999, 28 August 2004
and 27 October 2005, as amended, supplemented or otherwise
modified from time to time

means any court or arbitral tribunal of the PRC

the central government of the PRC, including all governmental
sub-divisions (such as provincial, municipal and other regional or
local government entities)

Jingtian & Gongcheng, a qualified PRC law firm acting as the
PRC legal advisors to our Company in connection with the
application for Listing and the Global Offering

Quanzhou Meidong Toyota Auto Sales and Services Co., Ltd.*
(R 25 3R YR HL B 5 IRBS A7 FR/A 7)), a company incorporated
in PRC on 7 December 2009 and an indirect wholly-owned
subsidiary of our Company as at the Latest Practicable Date

Regulation S under the U.S. Securities Act

the corporate reorganisation of our Group conducted in
preparation for the Listing, details of which are set out in the
paragraph under ‘“History, Development and Reorganisation —
Reorganisation” in this prospectus

the general unconditional mandate granted to our Directors by our
sole Shareholder in relation to the repurchase of our Shares,
further information on which is set forth in the paragraph under
“Appendix V — Statutory and General Information — A. Further
information about our Group — 3. Resolutions in writing of our
sole Shareholder passed on 13 November 2013 in this
prospectus

Renminbi, the lawful currency for the time being of the PRC

the State Administration for Industry and Commerce of the PRC
(3N R SL AN R AT B BARR))

the Securities and Futures Commission of Hong Kong

the Securities and Futures Ordinance (Chapter 571 of the Laws of
Hong Kong), as amended and supplemented from time to time
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DEFINITIONS

“Shantou Dongbao™

“Share(s)”

“Shareholder(s)”

“Share Option Scheme”

“Sole Global Coordinator’, “Sole
Bookrunner”, “Sole Lead
Manager” or “Sole Sponsor”

“Sq. m'”

“Stabilising Manager”

“State Administration of Foreign
Exchange” or “SAFE”

b}

“State Administration of Taxation’
or “SAT”

“State Council”

“Stock Borrowing Agreement”

“Stock Exchange” or “Hong Kong
Stock Exchange”

“subsidiary(ies)”

Shantou Dongbao Auto Sales and Services Co., Ltd.* (JlEH TR
PRIRE S I A FR/A ), a company incorporated in PRC on
23 May 2012 and an indirect wholly-owned subsidiary of our
Company as at the Latest Practicable Date

ordinary share(s) with nominal value of HK$0.10 each in the
share capital of our Company, which are to be subscribed for and
traded in Hong Kong dollars and listed on the Stock Exchange

holder(s) of the Share(s)

the share option scheme conditionally adopted by our Company

on 13 November 2013, the principal terms of which are

summarised in the paragraph under “Appendix V — Statutory
and General Information — D. Share Option Scheme” in this
prospectus

CCB International Capital Limited, a corporation licenced under
the SFO and permitted to carry on Type 1 (dealing in securities)
and Type 6 (advising on corporate finance) regulated activities

square metre
CCB International Capital Limited

the State Administration of Foreign Exchange of the PRC (3
N R I 8 &R SMEAS HLR)), the PRC governmental agency
responsible for matters

relating to foreign exchange

administration, including local branches, when applicable

the State Administration of Taxation of the PRC (A ¥E A R ILAN
B8] (B0 R B 4 )

the State Council of the PRC (P 3 A F 30 5 8 %5 ¢ )

the stock borrowing agreement expected to be entered into
between CCB International Capital Limited and Apex Sail on
Thursday, 28 November 2013,
International Capital Limited may borrow up to 37,500,000

pursuant to which CCB

Shares from Apex Sail to cover any over-allocation under the
International Offer

The Stock Exchange of Hong Kong Limited

has the meaning ascribed thereto in section 2 of the Companies
Ordinance
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DEFINITIONS

“Substantial Shareholder(s)”

“Takeovers Code”

“Toyota”

“Toyota China”

“Track Record Period”

“Underwriters”

“Underwriting Agreements”

“United States” or “U.S.”

“U.S. dollar(s)” or “US$” or

“USD”

“U.S. Securities Act”

“WFOE”

“Xiamen Meidong”

“Ye Brothers”

“Ye Family Trust”

“Yiyang Dongxin”

has the meaning ascribed thereto under the Listing Rules

the Hong Kong Code on takeovers and mergers, as promulgated
by the SFC and as amended from time to time

a brand of automobiles produced by FAW Toyota and/or GAC
Toyota and/or imported by Toyota China

Toyota Motor (China) Investment Co., Ltd.* (% HXH ()
E A MR/ F]), an Independent Third Party and a wholly-owned
subsidiary of Toyota Motor Corporation

the years ended 31 December 2010, 2011 and 2012 and the six
months ended 30 June 2013

the Hong Kong Underwriters and the International Underwriters

the Hong Kong Underwriting Agreement and the International
Underwriting Agreement

the United States of America, its territories, its possessions and
all areas subject to its jurisdiction

United States dollars, the lawful currency for the time being of
the United States

the U.S. Securities Act of 1933, as amended from time to time

wholly foreign-owned enterprise within the meaning prescribed
under PRC laws

Xiamen Meidong Auto Sales and Services Co., Ltd.* (E REF
IRH B IRF A /A A]), a company incorporated in PRC on 3
January 2008 and an indirect wholly-owned subsidiary of our
Company as at the Latest Practicable Date

Mr. Ye Fan and Mr. Ye Tao collectively

The Ye Family Trust 2012 where Mr. Ye Fan is the settlor and
the Ye Brothers and certain of their family members are
discretionary objects

Yiyang Dongxin Auto Sales and Services Co., Ltd.* (%[5 i 3%
RESHE R AR /A A), a company incorporated in PRC on 19
October 2010 and an indirect wholly-owned subsidiary of our
Company as at the Latest Practicable Date
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DEFINITIONS

“Yulin Meidong” Yulin Meidong Commerce and Trade Ltd.* (ffii #k 3% 85 & A BR A
A]), a company incorporated in PRC on 11 April 2012 and a
wholly-owned subsidiary of Dadong Group which was not a
member of our Group as at the Latest Practicable Date

“Zhuzhou Meibaohang™ Zhuzhou Meibaohang Auto Sales and Services Co., Ltd.* (¥k¥H T
FEEAITRHEMHERB AR A, a company incorporated in PRC
on 4 December 2009 and an indirect wholly-owned subsidiary of
our Company as at the Latest Practicable Date

“3R Provisions™ PRC Provisions on the Liability for Repair, Replacement and
Return of Household Automotive Products (F f7RHLE B HE -
i~ R EEATLHE) which were promulgated on 29 December
2012 and became effective on 1 October 2013

“4S dealership” an automobile dealership authorised by an automobile
manufacturer to engage in the four businesses relating to sales,
spare parts, service and survey

“%” per cent

Certain amounts and percentage figures included in this prospectus have been subject to rounding
adjustments. Accordingly, figures shown as totals in certain tables may not be an arithmetic

aggregation of the figures preceding them.

In this prospectus, unless otherwise stated, certain amounts denominated in Hong Kong dollars
have been translated into Renminbi at an exchange rate of HK$1.00 = RMBO0.7913 for illustration
purpose only. Such conversions shall not be construed as representations that amounts in Hong Kong
dollars were or could have been or could be converted into Renminbi at such rates or any other
exchange rates on such date or any other date.

If there is any inconsistency between the Chinese names of entities or enterprises established in
the PRC and their English translations, the Chinese names shall prevail. The English translation of
company names in Chinese or another language which are marked with “*” and the Chinese
translation of company names in English which are marked with “*” is for identification purpose only.

Unless otherwise specified, all relevant information in this prospectus assumes no exercise of the
Over-allotment Option.

References to “southeastern China” and ‘“‘southeastern provinces” in this prospectus shall mean
the provinces of Guangdong, Hunan and Fujian in the PRC.
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FORWARD-LOOKING STATEMENTS

This prospectus contains certain forward-looking statements and information relating to us and our
subsidiaries or our Joint Venture that are based on the beliefs of our management as well as assumptions
made by and information currently available to our management. When used in this prospectus, the
words ‘“anticipate”, ‘“believe”, ‘“could”, “expect”, “going forward”, “intend”, “may”, “ought to”,
“plan”, “project”, “seek”, “should”, “will”, “would” and similar expressions, as they relate to our
Group or our Joint Venture or our management, are intended to identify forward-looking statements.
Such statements reflect the current views of our management with respect to future events, operations,
liquidity and capital resources, some of which may not materialise or may change. These statements are
subject to certain risks, uncertainties and assumptions, including the other risk factors as described in
this prospectus. You are strongly cautioned that reliance on any forward-looking statements involves
known and unknown risks and uncertainties. The risks and uncertainties facing our Company which
could affect the accuracy of forward-looking statements include, but are not limited to, the following:

° our business prospects and the performance of our new and planned dealership stores;
° our ability to attract and retain automobile brands;

° future developments, trends and conditions in the industry, in China and in the specific
markets in which we operate our stores;

° our strategies, plans, objectives and goals;
° general economic conditions;

° changes to regulatory and operating conditions in the industry, in China and in the specific
markets in which we operate our stores;

° our ability to reduce costs;

° our dividend policy;

° the amount and nature of, and potential for, future development of our business;
° capital market developments;

° the actions and developments of automobile manufacturers for which we are currently or in
the future will be authorised to operate 4S dealerships for their brands and their competitors;
and

° certain statements in the section headed ‘“Financial Information” in this prospectus with
respect to trend in prices, volumes, operations, margins, overall market trends, risk
management and exchange rates.

Subject to the requirements of the Listing Rules, we do not intend publicly to update or otherwise
revise the forward-looking statements in this prospectus, whether as a result of new information, future
events or otherwise. As a result of these and other risks, uncertainties and assumptions, the forward-
looking events and circumstances discussed in this prospectus might not occur in the way we expect, or
at all. Accordingly, you should not place undue reliance on any forward-looking information. All
forward-looking statements in this prospectus are qualified by reference to this cautionary statement.



RISK FACTORS

Potential investors should consider carefully all the information set out in this prospectus and, in
particular, should consider and evaluate the following risks associated with an investment in our
Company before making any investment decision in relation to our Company.

RISKS RELATING TO OUR BUSINESS

Our business and operations depend significantly on authorised dealership agreements with our
automobile manufacturers and the loss of any such agreement would affect our operations and
financial results

We rely on authorised dealership agreements with automobile manufacturers for the right to
operate authorised 4S dealership stores, the supply of automobiles and spare parts and other important
aspects of our business and operations. These authorised dealership agreements are non-exclusive and
generally have a term of one to three years, with the option of renewal. Automobile manufacturers have
the right to terminate our authorised dealership agreements for various reasons, including failure to
comply with the terms set out in authorised dealership agreements and unauthorised changes to our
ownership and management structure. In addition, there is no assurance that we will be able to renew
our authorised dealership agreements on commercially reasonable terms, or at all. Automobile
manufacturers may choose not to renew our authorised dealership agreements or enter into new
authorised dealership agreements with us for reasons unrelated to us, such as a change to their business
strategies. If any of our automobile manufacturers were to terminate its business relationship with us
entirely, there can be no assurance that we would be able to secure authorised dealership agreements
from other automobile manufacturers to replace any such loss or that, if we were to be able to secure
other authorised dealership agreements, they would be on commercially reasonable terms. Any reduction
in or termination of business dealings with automobile manufacturers would materially and adversely
affect our business, financial condition, results of operation and growth prospects.

A significant portion of our turnover is derived from the sales of motor vehicles of a few major
brands and any weakening of such brands or our relationships with such brands could affect our
operations and financial results

A significant portion of our turnover is derived from the sales of passenger vehicles of a few major
brands, primarily Toyota, Lexus and BMW. For the years ended 31 December 2010, 2011 and 2012 and
the six months ended 30 June 2012 and 2013 sales of Toyota passenger vehicles contributed to
approximately 71.4%, 65.0% and 56.4% and 58.8% and 56.3%, respectively, of our turnover from
passenger vehicle sales, while sales of Lexus passenger vehicles contributed to approximately 19.8%,
18.8% and 20.0% and 21.4% and 17.8%, respectively, and sales of BMW passenger vehicles contributed
to approximately 0.8%, 9.5% and 15.8% and 13.9% and 16.2%, respectively, of our turnover from
passenger vehicle sales. The loss of or diminishment of any such brand could have a material adverse
affect on our business, financial condition, results of operation and growth prospects.

There is no assurance that we will be able to maintain relationships with automobile manufacturers
of these major brands in the future. They may reduce or terminate their business dealings with us, or
decide not to renew the authorised dealership agreements on commercially reasonable terms, or at all.
Our inability to continue selling motor vehicles of these brands due to any termination of our
relationships with their respective automobile manufacturers would materially and adversely affect our
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business, financial condition, results of operation and growth prospects. Furthermore, factors that are
beyond our control, such as product recalls, adverse changes in financial position of automobile
manufacturers and their failure to design, manufacture and market new motor vehicles may impose
negative publicity on these major brands and make these brands less attractive to consumers leading to
decreased sales. In such event, our business, financial condition, results of operation and growth
prospects would be materially and adversely affected.

We work with foreign brands and adverse changes in political relations between the PRC and
Japan and/or other countries may adversely affect our business

All of our motor vehicles are imported from, or manufactured by domestic joint ventures of,
manufacturers based in countries outside of the PRC, namely Japan, Germany and South Korea. Any
significant deterioration in the PRC’s relations with any of such countries could discourage some of our
customers from purchasing certain brands of passenger vehicles that we sell or could lead to legislation
in the PRC or such other countries that could have an adverse impact on our business interests.

In particular, our Toyota and Lexus passenger vehicles are imported from, or manufactured by
joint ventures of manufacturers based in Japan. For the years ended 31 December 2010, 2011 and 2012
and the six months ended 30 June 2012 and 2013 sales of Toyota/Lexus passenger vehicles contributed
to approximately 91.2%, 83.8% and 76.4% and 80.2% and 74.1%, respectively, of our turnover from
passenger vehicle sales. As a result, our business and operations may be affected by the diplomatic
relations between the PRC and Japan and subsequent developments in government policies by the PRC
government and the actions of the Japanese government. For instance, in August and September 2012
when diplomatic relations between Japan and the PRC were particularly strained due to the territorial
dispute over the Diaoyu Islands, there were demonstrations organised in several cities across the PRC,
including Dongguan and Beijing, in protest against Japan. In some cases, the demonstrations involved
acts of violence or vandalism against property or businesses relating to or perceived to be relating to
Japan. Some protestors called for boycotts of Japanese products or products perceived to be from Japan.
We believe that our slower growth in sales volume and turnover, decline in overall gross profit and
overall net profit for the year ended 31 December 2012 were attributable in significant part to the
Diaoyu Islands incident. See “Business — Our Business — Sales and Services — Effect of weaker
market conditions and Diaoyu Islands incident”. Any prolonged effects from the Diaoyu Islands incident
and any future displays of negative sentiments in the PRC against Japan may adversely affect consumer
preferences, cause damage to our properties or disruptions to our business, any of which could have a
material adverse impact on our overall operations and financial results.

Automobile manufacturers impose restrictions on many different aspects of our business and
operations and we rely on their support and cooperation for the successful operation of our
business

Under our authorised dealership agreements with automobile manufacturers, such automobile
manufacturers may impose restrictions on our business and operations, including but not limited to
geographical limitations on the location of our dealerships and our target market, setting pricing
guidelines for the retail sale of new automobiles, spare parts and accessories procured from the
automobile manufacturer and prohibition of operating dealerships for competing brands. These
restrictions imposed by, and significant influence from, automobile manufacturers on our business could
impair our ability to respond to changes in business environment, which could in turn materially and
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adversely affect our financial condition, results of operations and growth prospects. Furthermore, we
rely on support and cooperation from automobile manufacturers for the successful operation of our
business. If our relationship with any automobile manufacturer were to deteriorate, our business,
financial condition, results of operations and growth prospects could be materially and adversely
affected.
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Incentive rebates. See “— Our net profit margin would be adversely affected if the amount of

incentive rebates we receive from automobile manufacturers diminishes or ceases entirely”.

Product pricing. Our agreements contain recommended retail pricing guidelines set by automobile
manufacturers. Successful pricing policies adopted by automobile manufacturers allow us to compete
effectively for customers while maintaining profitability. If automobile manufacturers raise the
recommended retail price, customers’ demand for their automobiles may be negatively affected, thus
affecting our sales. In addition, any decrease in the recommended retail price may impair our
profitability. Failure to comply with the pricing guidelines may negatively affect our relationship with
such automobile manufacturers.

Supply of automobiles and spare parts. We rely exclusively on automobile manufacturers and their
authorised suppliers to supply us with the automobiles and spare parts that we sell. In the event of any
developments that may adversely affect their ability to manufacture and deliver their products to us,
such as component shortages, labour unrests or natural disasters, we may be materially and adversely
affected. Our automobile manufacturers are also responsible for anticipating changes in market trends
and consumer tastes and demand to develop attractive automobile models. If any automobile model
launched by any of our automobile manufacturers is not well received by the market, or if the popularity
of any of their existing automobile models declines, our business, financial condition, results of
operations and growth prospects may be materially and adversely affected.

Sales and marketing. Sales and marketing activities undertaken by automobile manufacturers,
including advertisements on television, radio, newspapers and magazines, may increase consumer
demand for their automobile products. Under our automobile dealership agreements, we are required to
obtain written approval from automobile manufacturers before we launch any promotional activities for
their automobile products. If any automobile manufacturer were to reduce the scale of its marketing
efforts, or adopt an unsuccessful marketing strategy or campaign, our business, financial condition,
results of operations and growth prospects may be materially and adversely affected.

We are implementing growth strategies in both the mid- to high-end and luxury and the ultra-
luxury automobile markets and failure to implement such strategies could materially and adversely
affect our business

While we are primarily engaged in the sales of mid- to high-end motor vehicles in the PRC, we
also sell luxury motor vehicles, and approximately 20.6%, 28.3% and 35.8% of our turnover from
passenger vehicle sales were derived from the sales of luxury passenger vehicles for the years ended 31
December 2010, 2011 and 2012, respectively and 35.3% and 34.0% of our turnover from passenger
vehicle sales were derived from the sales of luxury motor vehicles for the six months ended 30 June
2012 and 2013, respectively. See “Industry Overview — The PRC Passenger Vehicle Market — Market
Segmentation” for categorisation of mid- to high-end and luxury motor vehicles.
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We plan to continue to maintain our balanced portfolio of mid- to high-end and luxury passenger
vehicles, as well as expanding into the ultra-luxury passenger vehicle segment, by opening an additional
seven 4S dealerships, six of which would be dedicated to ultra-luxury and luxury brands and one of
which would be dedicated to a mid- to high-end brand. In addition, we are seeking to expand our after-
sales service offerings, including the sales of used vehicles. However, these moves may create pressure
on the allocation of our managerial, technical, financial, production, operational and other resources.
Also external factors, such as changes in PRC policies and regulations, such as a tax on luxury goods,
could adversely affect the prospects of certain passenger vehicle segments and brands. There can be no
assurance that we would be able to implement such growth strategy successfully, or that market
conditions would enable our luxury and ultra-luxury automobile business and our after-sales business
would grow as we have expected, in which case our business and results of operations may be
materially and adversely affected.

We conduct a majority of our operations in dealerships located in southeastern China

We have a strong presence in southeastern China. As at the Latest Practicable Date, we had 13
dealerships in the PRC, of which 11 were located in the southeastern provinces of Guangdong, Hunan
and Fujian. Furthermore, our dealerships located in this region generated approximately 81.9%, 84.7%
and 84.2% of our turnover for the years ended 31 December 2010, 2011 and 2012, respectively, and
83.4% and 84.4% of our turnover for the six months ended 30 June 2012 and 2013, respectively. We
expect that a majority of our operations will remain in southeastern China in the near future. As a result
of this concentration, adverse situations in the region, such as the general slowdown in regional
economic growth, natural disasters, legal restrictions or other factors, may impose negative effects on
the demand of motor vehicles, which may materially and adversely affect our business, financial
condition, results of operations and growth prospects.

Our business operation and financial performance could be materially and adversely affected by
our indebtedness

During the Track Record Period, we relied on bank loans, borrowings and other financing methods
to support a substantial part of our capital expenditures, and we expect to continue to do so in the
future. We had total loans and borrowings of approximately RMB321.5 million, RMB378.0 million and
RMB568.6 million, as at 31 December 2010, 2011 and 2012, respectively, and approximately
RMB721.7 million as at 30 June 2013. Our gearing ratio (being total loans and borrowings divided by
total equity multiplied by 100%) for the same periods was 158.5%, 99.8% and 123.9% and 1,743.6%,
respectively. See “Financial Information — Other Key Financial Ratios — Gearing ratio”.

Our high gearing ratio could adversely affect our business development and financial performance
in ways, including but not limited to, the following:

° increase our vulnerability to adverse overall industry environment or any increase in interest
rates;

° restrict our flexibility to manage our cash flow, because a substantial percentage of our cash
will have to be allocated to the repayment of indebtedness;

° reduce our ability to obtain further external financing;
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° increase our exposure to unpredictable adverse events, such as not having enough cash to
cover potential damage liability from automobile defects/recalls or expenses for upgrading
technologies or equipment required for our after sales services; and

° decrease our sales volume or our rate of expansion, since our marketing and sales budget will
be limited as a result of the repayment of our indebtedness.

We were in a net current liabilities position as at 30 June 2013 and we cannot assure you that we
will not be in a net current liabilities position in the future

As at 30 June 2013, we had net current liabilities of RMB258.7 million as compared to net current
assets of RMB172.4 million as at 31 December 2012. The change was a result of an increase of
RMB238.1 million in current liabilities and a decrease of RMB193.0 million in current assets, which
were largely attributable to (a) a decrease in current assets due to deemed distributions arising from
equity transfers to our Group in connection with the Reorganisation, which after offset by a capital
injection in connection with the Reorganisation, amounted to RMB293.9 million; and (b) a decrease in
current assets due to dividends declared and settled totalling approximately RMB169.9 million to the
then equity shareholders of certain PRC subsidiaries, including Dadong Group and the non-controlling
shareholder of a subsidiary of our Group. See “Financial Information — Net Current Assets/
(Liabilities)”.

Subsequent to the end of the Track Record Period, we have taken certain measures to improve our
net asset position, which we expect will have a positive effect on our net current liabilities position. See
“Financial Information — Net Current Assets/(Liabilities)”. However, even with these measures, there
can be no assurance that we will not record a net current liabilities position in the future due to other
reasons. If we have net current liabilities in the future, our working capital may be constrained and we
may be forced to seek additional external financing, which may not be available at commercially
reasonable terms or at all. Any such development could materially and adversely affect our business,
results of operations and financial condition.

We have recorded negative operating cashflows and we cannot assure you that we will not
experience the same again in the future

For the year ended 31 December 2010, our cash used in operations together with our income tax
paid exceeded our cash generated from operations, which caused us to have net cash used in operating
activities of RMB40.9 million. We attribute this primarily to higher cash outflows for procurement of
inventories, payment of deposits to automobile manufacturers for establishing new dealerships and
payment of deposits for credit facilities to automobile manufacturers’ captive finance companies due to
our Group’s business expansion and an expectation of promising market conditions in 2011. For the six
months ended 30 June 2013, our cash used in operations together with our income tax paid also
exceeded our cash generated from operations, which caused us to have net cash used in operating
activities of RMB33.6 million. We attribute this primarily to higher cash outflows for upfront costs
relating to our ramp up in operations at two dealerships that opened during this period and procurement
of inventories due to our expected increase in sales of new passenger vehicles and spare parts for our
after-sales services at our dealerships in the second half of 2013, especially at our two new dealerships.
See ‘“Financial Information — Factors Affecting Our Financial Condition and Results of Operations —
Expansion of our dealership network™ and “Financial Information — Liquidity and Capital Resources
— Cash flows from operating activities™.

32 —



RISK FACTORS

There can be no assurance that we will not record negative operating cash flows in the future,
particularly in periods in which we undergo significant expansion of our dealership network. If we
record net cash used in operating activities in the future, our working capital for our operations may be
constrained which may materially and adversely affect our businesses, prospects, financial condition and
results of operations.

Our net profit margin would be adversely affected if the amount of incentive rebates we receive
from automobile manufactures diminishes or ceases entirely

Automobile dealerships typically provide incentive rebates to dealerships that meet certain criteria.
These rebates are generally determined with reference to a number of factors, including the number of
new passenger vehicles we purchase and sell, customer satisfaction and other performance indicators as
set by automobile manufacturers depending on their policies. For the years ended 31 December 2010,
2011 and 2012, we recorded rebates of approximately RMB54.9 million, RMB73.6 million and
RMB116.0 million, respectively, representing approximately 2.6%, 2.8% and 4.4% of turnover from
passenger vehicle sales, respectively. For the six months ended 30 June 2012 and 2013, we recorded
rebates of approximately RMB42.1 million and RMB77.4 million, respectively, representing
approximately 3.1% and 5.7% of turnover from passenger vehicle sales, respectively. Incentive rebates
relating to automobiles purchased and sold are deducted from cost of sales. There can be no assurance
that automobile manufacturers will continue to provide us with incentive rebates, or that we will be able
to satisfy the conditions set by the automobile manufacturers to receive any of the incentive rebates
under the existing arrangements. For example, in 2012, two of our newly established dealerships, which
were in their initial stages of operations, did not meet the sales targets set by their respective automobile
manufacturers. We estimate that we would have received additional incentive rebates of approximately
RMB3.2 million for the year ended 31 December 2012 if these two dealerships had met their sales
targets based on the difference between the target annual sales volume and the actual sales volume of
new passenger vehicles for each of these two dealerships multiplied by the average incentive rebate
granted per vehicle in 2012 at each respective dealership. If some or all of the automobile manufacturers
cease to offer such rebates in the future, or alter the conditions by which such rebates are granted such
that we receive less rebates, our results of operations and financial conditions may be adversely affected.
For the years ended 31 December 2010, 2011 and 2012, our net profit margin was 2.2%, 2.8% and
1.6%, respectively, and for the six months ended 30 June 2012 and 2013, our net profit margin was
1.9% and 3.0%, respectively. In comparison, our net profit (loss) margin excluding such incentive
rebates would be 0.4%, 0.8% and (1.3%) for the years ended 31 December 2010, 2011 and 2012,
respectively, and (0.2%) and (0.8%) for the six months ended 30 June 2012 and 2013, respectively. See
“Financial Information — Factors Affecting Our Financial Condition and Results of Operations —
Rebates from automobile manufacturers”.

We may not be able to manage our inventories effectively which may affect our operations and
financial results

Our business and financial condition depends on our ability to effectively manage our inventories
which may be subject to changing market conditions. As at 31 December 2010, 2011 and 2012 and 30
June 2013, inventories represented approximately 30.2%, 28.7%, 27.6% and 45.3% of our total current
assets, respectively. Furthermore, our average inventory turnover days (as defined and further discussed
in the section entitled “Financial Information — Inventories Analysis”) were approximately 28.2 days,
33.6 days, 37.8 days and 44.2 days as at 31 December 2010, 2011 and 2012 and 30 June 2013.
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Automobile manufacturers typically prefer that we maintain a minimum or adequate level of inventories
in our dealerships for display and meeting customers’ demands in a timely manner. See “Financial
Information — Inventories Analysis”. In the event that we overstock inventories, we may be required to
increase our working capital and incur additional financing costs. In the event that we understock
inventories, we may not be able to satisfy customer demand on a timely basis, which may cause us to
forgo revenue and adversely affect our reputation.

Our continuing success depends on our ability to retain our senior management and key personnel

Our success depends on the experience and skills of our current officers, management and key
sales employees. In particular, our senior management has significant experience in the sale and
dealership of motor vehicles. Our Chairman and an executive Director, Mr. Ye Fan, our Chief Executive
Officer and an executive Director, Mr. Ye Tao, and our executive Director, Ms. Liu Xuehua, are
responsible for all key managerial functions and strategy of our Group and they have been fundamental
to our achievements to date. The loss of any of these key personnel could adversely affect our ability to
sustain and grow our business.

We cannot assure you that we will be able to hire additional qualified employees to strengthen our
management team or integrate new management into our existing operations in order to keep pace with
the proposed growth of our business. Furthermore, competitors may also seek to hire away our
personnel. Competition for experienced individuals is fierce in the PRC, and we may not be able to
attract or retain suitably qualified personnel. Our failure to attract and retain additional qualified
personnel may hinder our ability to grow our business, which could materially and adversely affect our
business, financial condition and results of operations.

We depend on the continuing service of, and our ability to attract and retain, our dealership
managers, customer service and sales personnel and technicians

Our ability to maintain high quality after-sales and customer services depends on, among other
factors, our ability to attract and retain our dealership managers, customer service and sales personnel
and technicians who provide repair and maintenance services. Furthermore, competitors may also seek to
hire away our personnel. Due to the strong growth in the PRC economy and the PRC motor vehicle
dealership industry, competition for experienced personnel is increasingly intense. There can be no
assurance that we will be able to attract and retain the necessary personnel to grow and develop our
business, to continue to deliver high-quality sales and customer services, or to open new outlets. Our
business, financial operations and growth prospects may be materially and adversely affected if we are
unable to attract and retain the experienced personnel we require.

We may not be able to use certain properties owned or leased by us because of defects affecting
our title or leasehold interests or because of lack of certain permits, and we may be fined and
forced to relocate our 4S dealership stores on these properties

We occupy certain properties in the PRC for our business operations. As at the Latest Practicable
Date, we owned eight properties and leased eighteen properties; and our Joint Venture, Dongguan
Meidong, owned one property.
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Properties we own

One of our owned properties had certain title defects as at the Latest Practicable Date. For the
property occupied by Lanzhou Meidong, we had not obtained the building ownership certificate, and its
use did not conform with its designated usage. Under the relevant laws and regulations of the PRC, the
total potential maximum penalty that our Group may be subject to in relation to Lanzhou Meidong is
approximately RMB2.2 million. However, we have obtained all confirmation letters (“Usage
Confirmations™) from the relevant authorities for such owned property, pursuant to which, and as
advised by our PRC Legal Advisors, our Group may continue to use the property as 4S dealership stores
and the authorities will not impose any penalty on our Group for our use of the relevant property as 4S
dealership store. For more details, see “Business — Properties — Properties we own”. For the year
ended 31 December 2010, no revenue was generated from this property. For the years ended 31
December 2011 and 2012 and the six months ended 30 June 2013, the revenue generated from our
operations on this property was approximately RMB6.1 million, RMB126.1 million and RMB71.1
million, respectively, which accounted for approximately 0.2%, 4.3% and 4.7% of our total revenue,
respectively.

Any claim in relation to the title to the above owned property may result in us having to relocate
our business operations and may adversely affect our operations, financial condition and reputation. If
we are required to relocate our business operations away from this property, we estimate it would take
up to three months and involve total relocation costs of RMB6.3 million to complete the relocation.
However, as advised by our PRC Legal Advisors, we will not be forced to relocate our operation from
this property.

Properties we lease

Certain of our leased properties have one or more of the following defects as at the Latest
Practicable Date:

° The landlord of such leased property has not obtained the relevant title certificates.

° The leased property is built on collectively-owned land, which may not be leased to another
party for any non-agricultural use.

° The leased property is built on state-allocated land, in which the lease has not been approved
by the relevant authorities.

° The leased property’s uses did not conform with its designated usage.

Save for two properties leased by Beijing Zhongye and Dongguan Dongyue, we have obtained
Usage Confirmations for our leased properties that are subject to title defects, pursuant to which, our
Group may continue to use the properties as 4S dealership stores and the authorities will not impose any
penalty on our Group for our use of the relevant properties as 4S dealership stores. Our PRC Legal
Advisors advised that, under the relevant PRC laws and regulations, we (as lessee) will not be subject to
any penalty for our operations on the above leased properties. For the years ended 31 December 2010,
2011 and 2012 and the six months ended 30 June 2013, the revenue generated from our operations on
these title defective leased properties for which we have obtained Usage Confirmations was
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approximately RMB1,271.8 million, RMB1,471.3 million, RMB1,404.4 million and RMB747.3 million,
respectively, which accounted for approximately 55.8%, 52.1%, 47.6% and 49.3% of our total revenue,
respectively.

The respective properties occupied by Beijing Zhongye and Dongguan Dongyue for which we have
not obtained Usage Confirmations include a 4S dealership store and a used vehicle store. The lease
agreements in connection with these properties may be invalidated if it is challenged for the defects
mentioned above, as such we may encounter difficulties in continuing to lease and use the properties.
For the years ended 31 December 2010, 2011 and 2012 and the six months ended 30 June 2013, the
revenue generated from our operations on these properties was RMB412.4 million, RMB427.2 million,
RMB324.8 million and RMB135.2 million, respectively, which accounted for approximately 18.1%,
15.1%, 11.0% and 8.9% of our total revenue, respectively.

If any of our leases were terminated as a result of any failure of our lessors to renew the leases or
obtain their legal title or the requisite government approval or consent to lease the relevant properties,
we may need to seek alternative premises and incur additional costs for relocation.

We may be required to relocate our operations on the leased properties that are subject to title
defects. Any such relocation could result in additional costs, disrupt our operations and adversely affect
our business, financial condition, results of operations and growth prospects. If we are required to
relocate all of our business currently located on leased properties that are subject to title defects, we
estimate it would take up to three months and involve total relocation costs of RMB26.3 million to
complete the relocations. In addition, there can be no assurance that the PRC government will not
amend or revise existing property laws or regulations to require additional approvals, licenses or
permits, or impose stricter requirements to obtain or maintain the title certificates required for the
properties occupied by us.

For more information, see “Our Business — Properties™.
Our sales may be subject to seasonality and weather conditions

As all of our sales occur in the PRC, we may experience fluctuations in our sales volume and
turnover based on seasonal patterns of behaviour of passenger vehicle purchasers in the PRC. We
typically record lower sales of passenger vehicles in the first half of any given year as compared to the
second half of that year. In each of the years ended 31 December 2010, 2011 and 2012, sales volume of
passenger vehicles was higher in the second half of the year as compared to the first half. We also
typically record lower turnover in the first half of any given year as compared to the second half of that
year. However, these seasonal fluctuations are not constant and are subject to other factors. For
example, although in each of the years ended 31 December 2010 and 2011 turnover was higher in the
second half of the year, in the year ended 31 December 2012 turnover remained relatively flat, despite
increased sales volume in passenger vehicles in the second half of the year. We believe that this
variation in 2012 from the trend was due largely to the effect of the Diaoyu Islands incident, which
occurred in the second half of 2012. We cannot assure you that our sales or turnover will always be
higher in the second half of the year. In addition, weather conditions, such as unusual weather or
temperatures, may affect our sales. Our results of operations may fluctuate from period to period for a
variety of reasons, including those listed above. Therefore comparisons of sales and operating results
between different periods within a single financial year, or between same periods in different financial
years, may not be meaningful and should not be relied upon as indicators of our performance.
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We may not be able to successfully expand our dealership network within southeastern China or
into other regions with high growth potential within China

It is our strategy to expand our dealership network within southeastern China or into other high
growth regions within China. There are significant risks involved in our expansion plan, including
whether we will be able to: (a) obtain authorisations for new dealerships; (b) access adequate financial
resources; (c) negotiate the terms of new leases, concessions or land use rights successfully for
properties in desired locations; (d) identify and secure suitable acquisition targets; (e) obtain appropriate
licenses, permits and approvals from relevant PRC authorities on a timely basis; (f) commence and ramp
up the operations of new dealerships and improve the performance of acquired dealerships to achieve
our target profitability within expected timeframes; (g) hire, train and retain sufficient qualified staff; (h)
efficiently operate and control our network as we rapidly increase the number of our dealerships; (i)
generate sufficient revenue to cover our indebtedness, costs or contingent liabilities that may arise from
our expansion; and (j) re-evaluate and revise our expansion plans as needed.

In addition, various factors beyond our control, such as new competition in these markets,
competition with established players that have local relationships and changes to PRC laws and
regulations in specific geographical areas where we seek to expand in, may significantly influence the
results of our strategy to expand within southeastern China or into other high growth regions within
China. Should any or all of the risks in relation to such strategy materialise, we may not be able to take
advantage of market opportunities, execute our business plan or respond to competitive pressures and
our business, financial condition, results of operations and growth prospects could be materially and
adversely affected.

We may not be able to successfully identify or acquire suitable acquisition targets or integrate
newly acquired businesses into our network

We intend to expand our operations and markets through both organic growth and strategic
acquisitions. We compete with other dealership groups, some of which may have greater financial and
other resources, and we may not be able to compete successfully with such groups in acquiring suitable
targets. If we do not succeed in identifying and acquiring suitable acquisition targets, our business,
financial condition, results of operations and growth prospects may be materially and adversely affected.

The complex procedures for some acquisitions of PRC companies by foreign investors, established
by the M&A Provisions, could make it difficult for us to pursue growth through acquisitions in the PRC.
The M&A Provisions establish additional procedures and requirements that could make certain
acquisitions of PRC companies by foreign entities, such as ours, more time-consuming and complex,
particularly in instances where the approval of MOFCOM is required for transactions involving the
shares of an offshore listed company being used as the acquisition consideration by foreign entities.
Complying with the requirements of the M&A Provisions to complete such transactions could be time-
consuming, and any required approval processes, including obtaining approval from MOFCOM, may
delay or inhibit our ability to complete such transactions, which could affect our ability to expand our
business or maintain our market share.

Furthermore, integration of the newly acquired businesses may not succeed for a number of
reasons such as differences in strategic focus, geographic coverage and corporate culture between us and
the acquired businesses. We may also face difficulties in retaining the key employees of management or
operations, which could result in the diversion of management’s attention from our existing operations
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and the delay or deferral by our management of important strategic decisions. In addition, we cannot
assure you that we will fully realise any of the anticipated benefits, or any anticipated benefit at all,
from our strategic acquisitions. All these could negatively affect our business, prospects, cash flows,
financial condition and results of operations.

Our business and results of operations may be affected by product defect, vehicle recalls and
warranty claims

Vehicle recalls are conducted by automobile manufacturers from time to time to remedy product
defects or other problems with one or more vehicle models. Please refer to “Business — Our Business
— Vehicle recalls” for more information of incidence of product recalls by our automobile
manufacturers during the Track Record Period. As advised by our PRC legal advisor, Jingtian &
Gongcheng, we are generally not liable for any costs associated with product recalls and are typically
compensated by automobile manufacturers for our assistance in conducting recalls. However, any
product defects or vehicle recalls may damage the reputation of automobile manufacturers conducting
such recalls and customers’ confidence in the quality and safety of motor vehicles produced by such
automobile manufacturers may be negatively affected, which may in turn materially and adversely affect
our business, financial condition, results of operations and growth prospects.

According to the 3R Provisions, the liability for guaranteeing repair, replacement and return of
household automotive products (“Three Guarantees”) will be assumed by the sellers of household
automotive products. The sellers will be entitled to the right to seek compensation from the
manufacturers or other dealers of household automotive products if the liability is attributable to the
manufacturers or other dealers. See “Regulations — Applicable PRC Laws and Regulations — The PRC
Automobiles Industry — The Guarantees for Household Automobile”. To the extent that the 3R
Provisions lead to an increase in claims by our customers against us with respect to the Three
Guarantees and such claims are either not reimbursed by the relevant automobile manufacturers or not
reimbursed in a timely manner, such claims may materially and adversely affect our business, financial
condition, results of operations and growth prospects.

If we continue to sell vehicles to distributors other than 4S dealerships, the relevant automobile
manufacturers might seek certain remedies

During the Track Record Period, from time to time, we sold passenger vehicles of each of our
brands to distributors other than 4S dealerships. It is the understanding of our Directors that the
automobile manufacturers are aware of the situation and have not imposed any penalty on our Group for
sales to distributors in the past. As advised by our PRC Legal Advisors, in accordance with the relevant
dealership agreements, while sales to other distributors are technically a breach, they do not constitute a
material breach of the dealership agreement and will not give rise to a right of an automobile
manufacturer to immediately terminate the dealership agreement. However, the terms of our dealership
agreements with one of the automobile manufacturers specifically provide that the automobile
manufacturer may terminate its dealership agreement with a particular dealership if such dealership
continues to sell to other distributors even after the automobile manufacturer has served a written
warning on the dealership of the breach. As at the Latest Practicable Date, we have not received any
notices or complaints or warnings regarding our sales to distributors and we have no plans to seek
formal consent from the automobile manufacturers for such sales. However, there can be no assurance
that we will not receive notices or complaints or warnings from the relevant automobile manufacturers
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for such sales and that such automobile manufacturers will not seek in the future to exercise contractual
rights or remedies arising from our sales to distributors. In such cases, the relevant automobile
manufacturers may seek to levy penalties or claim damages against us or, in some cases, terminate the
relevant dealership authorisation agreements, which will have an adverse impact on our results of
operations, financial condition and growth prospects.

Our insurance coverage may not adequately protect us against certain risks

Insurance companies in the PRC offer limited commercial insurance products. For example,
business interruption insurance available in the PRC offers less coverage compared to that offered in
many other countries. We only maintain limited insurance coverage. As a result, we may have to pay
out of our own resources for any uninsured financial or other losses, damages and liabilities, litigation
or business disruption. The occurrence of certain incidents, including earthquake, fire, severe weather,
war, floods, power outages, terrorist attacks or other disruptive events and the consequences, damages
and disruptions resulting from such events may not be fully covered by our insurance policies. If our
business operations were disrupted or interrupted for a substantial period of time, we could incur costs
and losses that could materially and adversely affect our business, financial condition and results of
operations.

The amount of our prepayments to automobile manufacturers for the purchase of passenger
vehicles may increase as we begin to sell more luxury and ultra-luxury vehicles

Certain automobile manufacturers require us to make prepayments as we order new passenger
vehicles from them. For such automobile manufacturers, when we place our orders, we usually prepay
20% of the cost of the passenger vehicles ordered. We prepay the remaining 80% of the cost when the
automobile manufacturers begin shipping the ordered vehicles to us. Our prepayments were RMB86.8
million, RMB93.3 million and RMB62.0 million, as at 31 December 2010, 2011, and 2012, respectively,
and approximately RMB75.8 million as at 30 June 2013. We expect to sell more luxury and ultra-luxury
vehicles in the future, as we open new 4S dealerships, including six new luxury and ultra-luxury
dealerships that we expect to commence operations by the end of the first quarter of 2015. Such luxury
and ultra-luxury vehicles will have higher costs and consequently we expect that the amount of our
prepayments will also increase in line with our increasing vehicle procurement costs. If we do not have
sufficient cash in hand, or cannot raise enough funding to cover these prepayments, we may be forced to
delay our procurement of new vehicles and may be unable to maintain appropriate inventory levels,
which could cause us to be unable to meet customer demand and lose turnover from lost sales, and our
working capital for purposes of our operations may be subject to constraints, all of which may have a
material adverse effect on our business, financial condition and results of operations.

We may not be able to obtain adequate financing on commercially reasonable terms on a timely
basis, or at all. Any future equity issuance may dilute your interest in our Company, and any debt
financing may contain covenants that restrict our business or operations

We require significant working capital to purchase automobiles and spare parts in our dealerships.
In addition, we require capital to establish and, to the extent applicable, acquire new dealership groups,
refurbish and maintain our dealerships, procure land use rights, and upgrade our information technology
systems. We expect our funding needs to increase as business expands.
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Historically, we have generally relied on bank loans and other external financing as well as cash
generated from our operations to fund our operations and expansion. Our ability to obtain adequate
external financing will depend on a number of factors, including our financial performance and results
of operations, as well as other factors beyond our control, including the global and PRC economies,
interest rates, applicable laws, rules and regulations and the conditions of the PRC automobile market
and the geographical regions where we operate. There is no assurance that the cash flow generated by
our operations will be sufficient to fund our future operations and expansion plans, nor can we assure
you that we will be able to obtain bank loans and other external financing on a commercially reasonable
and timely basis, or at all. In addition, any debt financing may contain restrictions on our undertaking of
certain corporate actions. If we are unable to obtain financing in a timely manner, at a reasonable cost,
on commercially reasonable terms or at all, our business and operations may be affected and the
implementation of our expansion plans may be delayed.

To meet our future funding needs, we may issue additional equity securities or securities
convertible into our ordinary shares, issue debt securities or obtain credit facilities. Any future sale by
us of our equity securities or securities convertible into our equity securities would dilute our
Shareholders’ interests. The incurrence of additional debt would also result in increased debt servicing
obligations and may also result in restrictive covenants limiting our shareholding structure, business and/
or operations.

The investment payback period of our 4S dealerships could increase if our profit margins decline

Historically, the investment payback period for our 4S dealerships has averaged 48.6 months and
has ranged from approximately two to five years after the date of commencement of operations of such
dealership, except for one of our earliest 4S dealerships, which had an investment payback period of
approximately eight and a half years. The length of the investment payback period for a particular 4S
dealership is determined in large part by the net profits generated by such 4S dealership which can be
affected by a number of factors including its profit margin. To the extent our profit margins decline for
any such new 4S dealerships, due to either industry wide or dealership-specific factors, the investment
payback period for such 4S dealerships may increase, which may in turn negatively affect our business,
financial condition, results of operations and growth prospects.

We rely on our information technology systems to make management decisions and problems with
such systems could affect our operations and financial results

Our information technology systems are critical to the success of our business. In particular, our
ERP system, which comprises the various systems for customer relationship management, automobile
sales and after-sales services management, are essential for our business development formulation. We
rely on our ERP system to collect and analyse indicators of key aspects of our business. See “Business
— Information Technology”.

We upgrade our ERP system from time to time to meet the changing requirements of our business.
However, there can be no assurance that any upgrades or adaptations performed by us or our vendors
will be implemented without disruption to our business, or that our ERP system will continue to meet
the changing requirements of our business. Moreover, any failure of the hardware or software that
supports our information systems may materially disrupt our business or adversely affect our customers
and damage our reputation.
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RISKS RELATING TO OUR INDUSTRY

Our performance and growth prospects may be adversely affected by the increasingly competitive
nature of the PRC automobile dealership market

The PRC automobile dealership industry is competitive. It is typical that automobile manufacturers
grant non-exclusive automobile dealership rights to other dealerships within the same geographical area.
As a result, we compete with dealerships that offer competing brands of automobiles as well as those
that sell the same brands and models as we do. We also compete with independent repair shops and auto
parts retail centres in after-sales services and spare part sales. We believe that dealership stores in the
PRC compete for customers on the level of customer services, inventory of automobiles, capabilities of
sales personnel, management personnel, automotive engineers and technicians and on the prices of their
automobiles and services. Increased competition among automobile manufacturers and dealerships in the
PRC automobile industry could impact our market share and result in a decrease in our revenues and
profits and adversely affect our growth prospects. Any changes in the regulation of the automobile
dealership industry could allow new market participants to enter the dealership business, which may
intensify competition and adversely affect our business and results of operations.

Government policies on the purchases and ownership of motor vehicles may negatively affect our
business and growth prospects

Government policies on motor vehicle purchases and ownership may negatively affect our business
and growth prospects because of their influence on consumer behaviour. For example, pursuant to B
1.6FF B AT H 5 T F B o 5 2 B Ik 0B 21 A 455 1E BUAT Y4 N (the Notice on the Discontinuation
of the Reduction of Purchase Tax for Passenger Vehicle with Emission On or Below 1.6 Litres*)
promulgated by the PRC Ministry of Finance and SAT on 27 December 2010 and effective on 1 January
2011, the PRC government discontinued the reduction of automobile purchase tax rate applicable to
passenger vehicles with emission on or below 1.6 litres, and the automobile purchase tax rate for such
motor vehicles has been increased to 10% from 7.5% in 2010. If the PRC government increases
automobile purchase and consumption tax rates or impose an automobile luxury tax or other additional
restrictions or taxes, our business, financial condition, results of operations and growth prospects could
be materially and adversely affected.

Furthermore, to curb urban traffic congestion, certain cities in the PRC have adopted urban
regulations and ordinances that limit new automobile registration or restrict automobile use. For
example, with a view to curb traffic congestion in Beijing, the Beijing municipal government has issued
a number of measures effective on 23 December 2010 to limit the number of new licence plates to be
issued each year. The quota was 240,000 per year or 20,000 per month in 2012 and is currently
expected to remain the same in 2013. These and any future anti-congestion ordinances in the markets
where we operate may restrict the ability of potential customers to purchase automobiles and in turn
reduce customer demand for automobiles. Should similar ordinances be adopted in other cities where we
operate, or if existing regulations become stricter, our sales in those cities may be adversely affected.

Higher fuel prices and stricter emission standards may reduce the demand for automobiles

While the price of gasoline in the PRC is subsidised by the PRC government, it has been rising
steadily in recent years. Such increase may induce cost-sensitive consumers to switch to more fuel-
efficient vehicles or opt for alternatives to automobiles, such as public transportation or bicycles, which
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may adversely affect our sales of motor vehicles, in particular luxury or ultra-luxury motor vehicles
which are generally less fuel-efficient. Reduced automobile usage may also decrease demand for and
frequency of maintenance and repair services for automobiles, which may have an adverse effect on our
after-sales business.

The PRC government may continue to increase fuel prices and implement stricter emission
standards for automobiles sold in the PRC, which may raise manufacturing and research and
development costs for automobile manufacturers. In the event that automobile manufacturers increase
the pricing guidelines on their automobiles to pass on such increases in costs, demand for motor
vehicles may decline and our business, financial conditions, results of operations and growth prospects
could be negatively affected.

We operate in a regulated industry, and any failure by us to obtain or maintain necessary
approvals, licenses and permits in a timely manner, or at all, may adversely affect our business
and operations and subject us to fines and other penalties

We operate in a regulated industry. We are required to maintain various approvals, licenses and
permits for our operations, including insurance agent licenses and road transportation licenses. We are
required to file with SAIC and be included in the list announced by SAIC from time to time under the
Notice Relating to Announcement of Name List of Branded Automobile Sales Enterprises issued by
SAIC. Failure by us to obtain or maintain necessary approvals, licenses and permits, may adversely
affect our business or operations and subject us to fines and other penalties.

As at the Latest Practicable Date, all of our PRC subsidiaries hold valid licenses to conduct their
businesses or are in the process of applying for or renewing the relevant licenses. Please also refer to the
section headed ‘“Regulations — Applicable PRC Laws and Regulations — The PRC automobiles
industry” in this prospectus.

The ongoing economic crisis in countries is imposing significant risks to the global economy, which
may adversely affect the PRC economy and our business and results of operations

The global capital and credit markets have been experiencing extreme volatility and disruption in
recent times. Concerns over inflation or deflation, energy costs, geopolitical issues, the availability and
cost of credit, and continuing concerns among investors regarding the sovereign debt of various
European countries have contributed to unprecedented levels of market volatility and diminished
expectations for the global economy and the capital and consumer markets in the future. These factors,
combined with volatile oil prices, declining business activities and consumer confidence and increased
unemployment, have precipitated an economic slowdown and a possible prolonged global recession.
These events may lead to a slowdown in the PRC economy. We derive all of our revenues in the PRC.
Any slowdown in the PRC economy may adversely affect demand for our automobiles and after-sales
services and could result in:

° a significant reduction in customer demand for our automobile and after-sales services, which
reduces our revenues and profit margins;

° a significant reduction in the availability of automobile financing, which would also reduce
customer demand for automobiles;
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° increased price competition for automobiles and after-sales services;
° risk of excess and obsolete inventory;
° difficulty in accurately forecasting the demand for automobiles and after-sales services;

° insolvency or credit difficulties of our customers or their insurance carriers, which could limit
their ability to pay for our after-sales services; and

° insolvency or credit difficulties of our automobile manufacturers, which could disrupt the
supply of automobiles or spare parts or increase our inventory costs.

In addition, some of our luxury and ultra-luxury motor vehicles are or will be imported from or
manufactured by joint ventures of manufacturers based in the member states of the European Union, in
particular Germany. If the current credit crisis in Europe persist or deteriorates and ultimately leads to
the cessation of the Euro being used as the main currency in the European Union, any resulting changes
to the currency used in Germany may cause significant fluctuations in the prices for motor vehicles,
spare parts and accessories imported from Germany. As a result, this may increase our cost of sales and
services and negatively affect the demand of these products.

Any of the foregoing developments could have a material adverse effect on our business, results or
operations, financial conditions and business expansion.

Accidents or injuries in our 4S dealerships may adversely affect our reputation and subject us to
liability

In the course of the repair and maintenance of passenger vehicles at our 4S dealerships, certain of
our employees work with and around heavy machinery, moving vehicles and chemicals (such as motor
oil, brake fluid, etc.). Furthermore, in the course of our day to day operations vehicles frequently need
to be moved around within our dealership stores. Consequently, there are inherent risks of accidents and
injuries among our employees, and to a certain extent other visitors, at each of our 4S dealership stores.
The occurrence of one or more accidents or injuries at any of our 4S dealership stores could adversely
affect our safety reputation among current and potential employees and customers, decrease our sales,
and increase our costs by requiring us to implement additional safety measures. In addition, if accidents
or injuries occur at any of our 4S dealership stores, we may be held liable for costs or damages and
fines. Our current property and liability insurance policies may not provide adequate or any coverage for
such losses, and we may be unable to renew our insurance policies or obtain new insurance policies
without increases in premiums and deductibles or decreases in coverage levels, or at all. See also “—
Our insurance coverage may not adequately protect us against certain risks”.

Negative publicity may adversely impact us

Rumors, media coverage and public statements that suggest improper actions by us or relate to
accidents or other issues involving the quality of our services, products and operations, whether or not
accurate and whether or not applicable to us, may result in negative publicity, litigation or governmental
investigations by regulators. Addressing negative publicity and any resulting litigation or investigations
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may distract management, increase costs and divert resources. Negative publicity may have an adverse
impact on our reputation, our customer relationships and the morale of our employees, which could
adversely affect our business, cash flows from operations, financial condition and results of operations.

RISKS RELATING TO CONDUCTING OPERATIONS IN THE PRC

Fluctuations in consumer spending in the PRC may significantly affect our business and financial
performance

During the Track Record Period, we derived all our revenue from operations in the PRC. Our sales
and growth are indirectly dependent on consumer spending and the continued improvement of
macroeconomic conditions in the PRC, where a substantial portion of our revenues have been generated
in the past and are expected to be generated in the future. There are many factors affecting the level of
consumer spending, including but not limited to, interest rates, currency exchange rates, recession,
inflation, deflation, political uncertainty, taxation, stock market performance, unemployment levels and
general consumer confidence. In addition, we believe that our historical growth rates were largely
dependent on the general growth of the PRC economy. We can provide no assurance that the PRC
economy will continue to grow at historical rates, or at all, and any slowdowns or declines in the PRC
economy or consumer spending may materially and adversely affect our business, financial condition,
results of operations and growth prospects. In addition, recent media reports have indicated that the PRC
government is tightening its control on spending on automobiles by government entities, which could
result in decreased demand for luxury goods, including ultra-luxury and luxury automobiles.

Adverse changes in the PRC economic, political and social conditions as well as laws and
government policies, may materially and adversely affect our business, financial condition, results
of operations and growth prospects

The economic, political and social conditions in the PRC differ from those in more developed
countries in many respects, including structure, government involvement, level of development, growth
rate, control of foreign exchange, capital reinvestment, allocation of resources, rate of inflation and trade
balance position. Before the adoption of its reform and open door policies in 1978, the PRC was
primarily a planned economy. In recent years, the PRC government has been reforming the PRC
economic system and government structure. For example, the PRC government has implemented
economic reform and measures emphasising the utilisation of market forces in the development of the
PRC economy in the past three decades. These reforms have resulted in significant economic growth and
social prospects. Economic reform measures, however, may be adjusted, modified or applied
inconsistently from industry to industry or across different regions of the country.

We cannot predict whether the resulting changes will have any adverse effect on our current or
future business, financial condition or results of operations. Despite these economic reforms and
measures, the PRC government continues to play a significant role in regulating industrial development,
allocation of natural resources, production, pricing and management of currency, and there can be no
assurance that the PRC government will continue to pursue a policy of economic reform or that the
direction of reform will continue to be market friendly.

Our ability to successfully expand our business operations in the PRC depends on a number of
factors, including macro-economic and other market conditions, and credit availability from lending
institutions. Stricter lending policies in the PRC may affect our ability to obtain external financing,
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which may reduce our ability to implement our expansion strategies. We cannot assure you that the PRC
government will not implement any additional measures to tighten lending standards, or that, if any such
measure is implemented, it will not adversely affect our future results of operations or profitability.

Demand for our automobiles and our business, financial condition and results of operations may be
materially and adversely affected by the following factors:

political instability or changes in social conditions of the PRC;

° changes in laws, regulations, and administrative directives or the interpretation thereof;
° measures which may be introduced to control inflation or deflation; and

) changes in the rate or method of taxation.

These factors are affected by a number of variables which are beyond our control.

The potential implementation of a vehicle luxury tax in the PRC could adversely affect our
expansion plans in the ultra-luxury passenger vehicle market and affect our business and results of
operations

It was recently reported by certain media sources that a 20% luxury tax might be levied by the
relevant PRC government authorities on the purchase of a passenger vehicle with a retail price over
RMBI1.7 million. Such purchase tax, if effectuated, might adversely affect sales of new ultra-luxury
passenger vehicles and our expansion plans in the ultra-luxury passenger vehicle market, including our
expected opening of two Porsche dealerships by the end of the first quarter of 2015.

Foreign exchange transactions and the convertibility of Renminbi into foreign currencies are
subject to certain limitations and may affect our ability to utilise our proceeds from the Global
Offering and affect our operations and financial condition

The use and exchange of foreign currencies are heavily regulated in the PRC. As a foreign
invested enterprise, our PRC subsidiaries are subject to the regulatory restrictions imposed by SAFE. In
general, foreign invested enterprises are allowed to open two types of foreign currency accounts, namely
“current account” and “capital account”. Under existing PRC foreign exchange regulations, payments
of current account items, including profit distributions and interest payments, can be made in foreign
currencies without prior approval from the SAFE by complying with certain procedural requirements.
However, approval from the SAFE or its local branch is required where Renminbi is to be converted
into foreign currency and remitted out of the PRC to pay capital expenses such as the repayment of
loans denominated in foreign currencies. The PRC government may also at its discretion restrict access
in the future to foreign currencies for current account transactions.

The regulations on the management of foreign exchange may also affect our ability to utilise our
proceeds from our Global Offering. Further, we cannot assure you that the PRC authorities will not
impose further restrictions on methods by which the Renminbi can be converted into foreign currencies.
If such measures are imposed in the future, our financial condition, results of operations and growth
prospects may be materially and adversely affected.
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The value of Renminbi and foreign currencies may fluctuate and may affect our results of
operations

The value of the Renminbi has been under pressure of appreciation in recent years. As there have
been international pressures on the PRC to allow more flexible exchange rates for the Renminbi, hence
economic situation and financial market developments in the PRC and abroad, and the balance of
payments situation in the PRC, the PRC government has decided to proceed further with reform of the
Renminbi exchange rate regime and to enhance the Renminbi exchange rate flexibility.

Any appreciation or depreciation in the value of the Renminbi or other foreign currencies that our
operations are exposed to, will affect our business in different ways. For example, any appreciation in
the U.S. dollar, Euro, Japanese Yen, Korean Won or other foreign currencies against Renminbi may
cause automobile manufacturers to raise their prices, which would increase our purchase costs for motor
vehicles and spare parts, which could in turn increase our motor vehicle retail prices and adversely
affect our sales and profits. We may also face more intense competition from imported motor vehicles at
a cheaper price due to the appreciation of the Renminbi or depreciation of foreign currencies. In
addition, changes in foreign exchange rates may have an impact on the book value of certain of our
foreign currency denominated assets and liabilities, and the value of, and any dividends payable on, the
Shares in Hong Kong dollars. In such events, our business, financial condition, results of operations and
growth prospects may be materially and adversely affected.

The PRC economy may experience inflationary pressure and the potential inflation may affect our
business

Inflationary pressure may exist in various economies in the world. The PRC may experience
inflation in the coming years, which may result in general increases in prices of goods. Along with the
increase in prices of goods, the prices of motor vehicles and spare parts that we sell are expected to rise
as well. Inflation in the PRC may also lead to an increase in interest rates and a slowdown in economic
growth in the PRC, which may negatively impact our business. The overall impact of inflationary
pressure may adversely affect our business, financial condition, results of operations and growth
prospects.

There are significant uncertainties under the EIT Law relating to our PRC enterprise income tax
liabilities

Under the EIT Law, the profits of a foreign invested enterprise generated from 1 January 2008 and
onwards, which are distributed to its immediate holding company outside the PRC, are subject to a
withholding tax rate of 10%. Pursuant to a special arrangement between Hong Kong and the PRC, such
rate will be lowered to 5% if a Hong Kong resident enterprise owns over 25% of the PRC company.
However, according to the Circular of State Administration of Taxation on Printing and Issuing the
Administrative Measures for Non-residents to Enjoy the Treatment Under Taxation Treaties ([ E[J %
CIF i R Z B 2 53 Bk GAT)) WA, which became effective on 1 October 2009, the
5% tax rate does not automatically apply. Approvals from competent local tax authorities are required
before an enterprise can enjoy the relevant tax treatments relating to dividends under relevant taxation
treaties. However, according to a tax circular issued by the State Administration of Taxation in February
2009, if the main purpose of an offshore arrangement is to obtain a preferential tax treatment, PRC tax
authorities have the discretion to adjust the tax rate enjoyed by the relevant offshore entity. We cannot
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assure you that the PRC tax authorities will determine that the 5% tax rate applies to dividends receive
by our subsidiary in Hong Kong from our PRC subsidiaries, nor that the PRC tax authorities will not
levy a higher withholding tax rate on such dividends in the future.

We may be deemed to be a PRC resident enterprise under the EIT Law and such classification
could result in unfavourable tax consequences to us and our non-PRC Shareholders

Under the EIT Law, which took effect on 1 January 2008, enterprises established outside the PRC
whose ‘“de facto management bodies™ are located in the PRC are considered “resident enterprises” and
will generally be subject to the uniform 25% EIT rate as to their global income. Under the
implementation rules of the EIT Law, “de facto management bodies” is defined as the bodies that have
material and overall management control over the business, personnel, accounts and properties of an
enterprise. In April 2009, the State Administration of Taxation promulgated a circular to clarify the
criteria to determine whether the “de facto management bodies” are located within the PRC for
enterprises incorporated overseas with controlling shareholder being PRC enterprises.

The EIT Law and its implementation rules have certain ambiguities with respect to the
interpretation of the provisions relating to resident enterprise issues. As most of our management is
currently based in the PRC and may remain in the PRC in the future, we may be treated as a PRC
resident enterprise for PRC EIT purposes. If we are deemed to be a PRC resident enterprise, we will be
subject to PRC EIT at the rate of 25% on our worldwide income. In that case, however, dividend
income we receive from our PRC subsidiaries may be exempt from PRC EIT because the EIT Law and
its implementation rules generally provide that dividends received by a PRC resident enterprise from its
directly invested entity that is also a PRC resident enterprise is exempt from EIT. However, as there is
still uncertainty as to how the EIT Law and its implementation rules will be interpreted and
implemented, we cannot assure you that we are eligible for such PRC EIT exemptions or reductions. In
addition, if we are treated as PRC resident enterprise under PRC law, we may be required to withhold
PRC income tax on capital gains realised from sales of our Shares and dividends paid to non-PRC
residents with respect to Offer Shares under the EIT Law as such income may be regarded as income
from sources within the PRC. In such case, our foreign corporate Shareholders may be subject to a 10%
withholding income tax under the EIT Law, unless any such foreign corporate Shareholder is qualified
for a preferential withholding rate under a tax treaty.

We face uncertainties with respect to indirect transfers of equity interests in PRC resident
enterprises by their non-PRC holding companies

Pursuant to the Notice on Strengthening Administration of Enterprise Income Tax for Share
Transfers by Non-PRC Resident Enterprises (P87 5@ JF Ja B Al 36 I RE 58 Jor 15 4> 25 r 15 B0 4 2L 1) 7
FM), or SAT Circular 698, issued by the State Administration of Taxation on 10 December 2009 with
retroactive effect from 1 January 2008, where a foreign investor transfers its indirect equity interest in a
PRC resident enterprise by disposing of its equity interests in an overseas holding company, or an
“Indirect Transfer”, and such overseas holding company is located in a tax jurisdiction that: (i) has an
effective tax rate less than 12.5% or (ii) does not tax foreign income of its residents, the foreign investor
shall report to the competent tax authority of the PRC resident enterprise this Indirect Transfer. The
PRC tax authority may disregard the existence of the overseas holding company if it lacks a reasonable
commercial purpose and was established for the purpose of avoiding PRC tax. As a result, gains derived
from such Indirect Transfer may be subject to PRC withholding tax at a rate of up to 10%. SAT Circular

47



RISK FACTORS

698 also provides that, where a non-PRC resident enterprise transfers its equity interests in a PRC
resident enterprise to its related parties at a price lower than the fair market value, the relevant tax
authority has the power to make a reasonable adjustment to the taxable income of the transaction.

There is uncertainty as to the application of SAT Circular 698. For example, while the term
“Indirect Transfer” is not clearly defined, it is understood that the relevant PRC tax authorities have
jurisdiction regarding requests for information over a wide range of foreign entities having no direct
contact with China. Moreover, the relevant authority has not yet promulgated any formal provisions or
formally declared or stated how to calculate the effective tax rates in foreign tax jurisdictions, and the
process and format of the reporting of an Indirect Transfer to the competent tax authority of the relevant
PRC resident enterprise. In addition, there are not any formal declarations with regard to how to
determine whether a foreign investor has adopted an abusive arrangement in order to avoid PRC tax. As
a result, we may become at risk of being taxed under SAT Circular 698 in the future and we may be
required to expend valuable resources to comply with SAT Circular 698 or to establish that we should
not be taxed under SAT Circular 698, which may have a material adverse effect on our financial
condition and results of operations.

PRC regulation of loans to and direct investment by offshore holding companies in PRC entities
may delay or prevent us from using the proceeds we receive from the Global Offering to make
loans or additional capital contributions to our PRC subsidiaries

Any capital contributions or loans that we, as an offshore entity, make to our PRC subsidiaries that
are foreign-invested enterprises, including the proceeds of the Global Offering, are subject to PRC
regulations. Foreign investors must apply to SAFE or local SAFE departments for foreign loan
registration certificates and foreign exchange settlements in order to provide shareholder loans to
foreign-invested enterprises in the PRC. The aggregate amount of these foreign loans must not exceed
the level prescribed by SAFE. The recipient of a foreign loan must submit the foreign loan registration
certificate to open and maintain a special foreign exchange account with the PBOC or another SAFE-
approved bank, and may then repay the foreign loan with its own foreign exchange funds or by
purchasing foreign exchange with Renminbi upon receiving SAFE approval. We may also determine to
finance our PRC subsidiaries through capital contributions. These capital contributions must be
approved by MOFCOM or its local counterpart. There can be no assurance that we will be able to obtain
these approvals on a timely basis, or at all. If we fail to obtain such approvals, our ability to capitalise
the relevant PRC subsidiaries or fund our operations or utilise the proceeds of the Global Offering in the
manner described in the section entitled “Future Plans and Use of Proceeds” may be negatively
affected, which could materially and adversely affect the liquidity of our relevant PRC subsidiaries or
our business, financial condition, results of operations and growth prospects.

The legal system of the PRC is not fully developed and there are inherent uncertainties that may
affect the protection afforded to our business and our Shareholders

Our business and operations in the PRC are governed by the PRC legal system that is based on
written statutes. Prior court decisions may be cited for reference but have limited precedential value.
Since the late 1970s, the PRC government has promulgated laws and regulations dealing with economic
matters such as foreign investment, corporate organisation and governance, commerce, taxation and
trade. However, as these laws and regulations are relatively new and continue to evolve, interpretation
and enforcement of these laws and regulations involve significant uncertainties and different degrees of
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inconsistency. Some of the laws and regulations are still in the developmental stage and are therefore
subject to policy changes. Many laws, regulations, policies and legal requirements have only been
recently adopted by PRC central or local government agencies, and their implementation, interpretation
and enforcement may involve uncertainty due to the lack of established practice available for reference.
We cannot predict the effect of future legal developments in the PRC, including the promulgation of
new laws, changes in existing laws or their interpretation or enforcement, or the pre-emption of local
regulations by national laws. As a result, there is substantial uncertainty as to the legal protection
available to us and our Shareholders. Furthermore, due to the limited volume of published cases and the
non-binding nature of prior court decisions, the outcome of dispute resolution may not be as consistent
or predictable as in other more developed jurisdictions, which may limit the legal protection available to
us. In addition, any litigation in the PRC may be protracted and result in substantial costs and the
diversion of resources and management attention. As our Shareholder, you hold an indirect interest in
our operations in China. Our operations in the PRC are subject to PRC regulations governing PRC
companies. These regulations contain provisions that are required to be included in the articles of
association of PRC companies and are intended to regulate the internal affairs of these companies. PRC
company law and regulations, in general, and the provisions for the protection of shareholders’ rights
and access to information, in particular, may be considered less developed than those applicable to
companies incorporated in Hong Kong, the United States and other developed countries or regions.

We face risks related to natural disasters, health epidemics and other outbreaks, which could
significantly affect our operations

Our business could be materially and adversely affected by natural disasters or the outbreak of
avian influenza, severe acute respiratory syndrome (“SARS”), or other epidemics. Severe earthquakes
hit part of Sichuan province in southwest China on 12 May 2008 and 20 April 2013, and part of
Qinghai province in west China on 14 April 2010, resulting in significant casualties and property
damage. While we did not suffer any material loss resulting from these earthquakes, if a similar disaster
were to occur in the future, particularly in regions where we have dealerships, our operations could be
materially and adversely affected due to loss of personnel, damage to property or decreased demand for
passenger vehicles.

In April 2009, a new strain of influenza A virus subtype HIN1 was discovered and quickly spread
across the world, including to China. In July 2009, the World Health Organization declared the outbreak
to be a pandemic, while noting that most of the illnesses were of moderate severity. There have been
recent reports of outbreaks of an avian flu caused by the H7N9 virus, including confirmed human cases,
in China. Any outbreak of avian influenza, SARS, influenza A (HIN1), or other adverse public health
developments, could adversely affect the overall business sentiment and environment in China, which in
turn may lead to slower overall economic growth in China. As our sales are currently derived from our
China operations, any contraction or slowdown in the economic growth of China could adversely affect
our business, financial condition, results of operations and growth prospects. In addition, if any of our
employees is infected or affected by any severe communicable disease, it could adversely affect or
disrupt our operations, as we may be required to close some or all of our outlets or other business to
prevent the spread of the disease. The spread of any severe communicable disease in China may also
affect our customers and suppliers, which could in turn adversely affect our business, financial
condition, results of operations and growth prospects.
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In March 2011, an earthquake measuring 9.0 on the Richter Scale hit Tohoku in northern Honshu,
Japan, which triggered a tsunami along the Pacific coast of Japan, causing tens of thousands of
casualties and severe damage to roads, buildings and infrastructure. Moreover, certain nuclear reactors in
the Fukushima nuclear power plant in northeastern Japan were severely damaged, resulting radiation
leaks. Certain vehicle manufacturers and a number of our parts suppliers were adversely affected.
Following the earthquake, Japanese automobile manufacturers, including Toyota and Lexus, which
represented 76.4% and 74.0% of our passenger vehicle sales volume in the year ended 31 December
2012 and the six months ended 30 June 2013, respectively, limited supply of new vehicles due in part to
the shortage of certain parts that are critical to vehicle production and made adjustments to their
production schedules. Other automobile manufacturers based outside of Japan also source parts from
suppliers in Japan and were also affected by shortages of certain parts critical to their vehicle
production. Any future earthquakes or other natural disasters that affect our suppliers could have a
material adverse effect on our business, financial condition, results of operations and growth prospects.

RISKS RELATING TO THE GLOBAL OFFERING

There has been no prior public market for our Shares and an active trading market for our Shares
may not develop

Prior to the Global Offering, there has not been a public market for our Shares. While we have
applied to list and deal in the Shares on the Stock Exchange, we cannot assure you that an active or
liquid public market for our Shares will develop or be sustained if developed. The Offer Price of the
Shares may not necessarily be indicative of the market price of the Shares after the Global Offering is
complete. An investor who purchases Shares in the Global Offering may not be able to resell such
Shares at or above the Offer Price and, as a result, may lose all or part of the investment in such Shares.

The liquidity, trading volume and trading price of our Shares may be volatile, which could result
in substantial losses for Shareholders

The price at which the Shares will trade after the Global Offering will be determined by the
marketplace, which may be influenced by many factors, some of which are beyond our control,

including:
° our financial results;
° changes in securities analysts’ estimates, if any, of our financial performance;

° the history of, and the prospects for, us and the industry in which we compete;

° an assessment of our management, our past and present operations, and the prospects for, and
timing of, our future revenues and cost structures;

° the present state of our development;

° the valuation of publicly traded companies that are engaged in business activities similar to
ours; and
° general economic and market conditions.
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In addition, the Stock Exchange has from time to time experienced significant price and volume
fluctuations that have affected the market prices for the securities of companies quoted on the Stock
Exchange. As a result, investors in our Shares may experience volatility in the market price of their
Shares and a decrease in the value of Shares regardless of our operating performance or prospects.

Prior dividend distributions are not an indication of our future dividend policy

Our Company was incorporated in the Cayman Islands and no dividend has been paid or declared
since incorporation. Dongguan Meidong declared and paid dividends in cash totalling approximately
RMB2.9 million and RMB11.8 million to its then equity shareholder, Dadong Group, in 2010 and 2012.
Xiamen Meidong also declared and paid dividends in cash totalling approximately RMB12.0 million to
its then equity holder, Dadong Group, in 2012. In May 2013, Dongguan Dongmei, Dongguan Dongxin,
Dongguan Dongbu, Dongguan Guanfeng, Xiamen Meidong and Zhuzhou Meibaohang declared
dividends, in aggregate, of approximately RMB169.9 million to the then equity shareholder of these
PRC subsidiaries, including Dadong Group and the non-controlling shareholder of a subsidiary of our
Group, of which RMB126.2 million was settled by way of set-off against outstanding amounts due from
Dadong Group, RMB11.4 million was paid in cash in May 2013, RMB29.0 million was paid in cash in
June 2013, and RMB3.3 million was paid in cash in September 2013 to the non-controlling shareholder
of a subsidiary of our Group.

The foregoing dividend distributions were to the Shareholders prior to the Global Offering only.
Historical dividend distributions are not indicative of our future distribution policy and we give no
assurance that dividends of similar amounts or at similar rates will be paid in the future. Any future
dividend declaration and distribution by our Company will be at the discretion of our Directors and will
depend on our future operations and earnings, capital requirements and surplus, general financial
condition, contractual restrictions and other factors that our Directors deem relevant. Any declaration
and payment as well as the amount of dividends will also be subject to our constitutional documents and
the Companies Law, including (where required) the approval of shareholders. In addition, our future
dividend payments will depend upon the availability of dividends received from our subsidiaries in the
PRC. For further details of the dividend policy of our Company, please see the section headed
“Financial Information — Dividend and dividend policy” in this prospectus.

The sales or the availability for sales of substantial amounts of our Shares in the future could
materially and adversely affect the market price of our Shares

Shares held by the Controlling Shareholders are subject to certain lock-up periods. See
“Underwriting” in this prospectus for further information. We cannot assure you that the Controlling
Shareholders will not dispose of any Shares after such restrictions expire. Sales of substantial amounts
of Shares in the public market after the completion of the Global Offering, or the perception that these
sales could occur, could adversely affect the market price of our Shares and could materially impair our
future ability to raise capital through offerings of our Shares.
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Shareholders’ interests may be diluted as a result of additional equity fund-raising

We may need to raise additional funds in the future to finance further expansion of our capacity
and business. If additional funds are raised through the issuance of new equity or equity-linked
securities of us other than on a pro rata basis to existing Shareholders, the percentage ownership of such
Shareholders in us may be reduced, and such new securities may confer rights and privileges that take
priority over those conferred by the Shares.

The costs of options to be granted under the Share Option Scheme may negatively affect our
results of operations and any exercise of the options granted will result in dilution to the
Shareholders

We have adopted the Share Option Scheme pursuant to which we will in the future grant to our
employees options to subscribe to Shares. Such options if granted and exercised in full will represent up
to a maximum of 10% of our issued share capital immediately following completion of the Global
Offering assuming the Over-allotment Option is not exercised.

The fair value of the options at the date of which they are granted with reference to the valuer’s
valuation will be charged as share-based compensation which may have a negative effect on our results
of operations. Issuance of Shares for the purpose of satisfying any award made under the Share Option
Scheme will also increase the number of Shares in issue after such issuance, and thus will result in the
dilution to the percentage of ownership of the Shareholders, the earnings per Share and the net asset
value per Share.

Details of the Share Option Scheme and the options to be granted thereunder are set out in the
section headed “Share Option Scheme” in Appendix V to this prospectus.

Certain facts and statistics in this prospectus relating to the PRC, the PRC economy, the PRC
automobile market and the PRC automobile dealership industry may not be reliable

Certain facts and statistics in this prospectus relating to the PRC, the PRC economy, the PRC
automobile market and the PRC automobile dealership industry have been derived from various official
government publications which we generally believe to be reliable. However, we cannot guarantee the
quality or reliability of such materials. While our Directors have taken reasonable care in extracting and
reproducing such information, they have not been prepared or independently verified by us, the Sole
Sponsor, the Sole Bookrunner, the Sole Lead Manager, the Underwriters or any of our or their
respective affiliates or advisors and, therefore, we make no representation as to the accuracy of such
facts and statistics, which may not be consistent with other information compiled within or outside the
PRC. Due to possibly flawed or ineffective collection methods or discrepancies between government-
published information and other market practices, the facts and statistics in this prospectus may be
inaccurate or may not be comparable to facts and statistics produced with respect to other economies.
Further, we cannot assure you that they are stated or compiled by the government on the same basis or
with the same degree of accuracy as the case may be in other jurisdictions. Therefore, you should not
unduly rely upon the facts and statistics from government official publications with respect to China, the
PRC economy and the PRC passenger vehicle dealership and related industries contained in this
prospectus.
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Forward-looking statements contained in this prospectus are subject to risks and uncertainties

This prospectus contains certain statements that are “forward-looking” and uses forward looking
terminology such as “anticipate,” ‘“believe,” ‘“expect,” “may,” ‘“plan,” “consider,” ‘“ought to,”
“should,” “would” and “will.” Those statements include, among other things, the discussion of our
growth strategy and the expectations of our future operations, liquidity and capital resources. Purchasers
and subscribers of our Offer Shares are cautioned that reliance on any forward-looking statement
involves risk and uncertainties and that, any or all of those assumptions could prove to be inaccurate
and as a result, the forward-looking statements based on those assumptions could also be incorrect. The
uncertainties in this regard include those identified in the risk factors discussed above. In light of these
and other uncertainties, the inclusion of forward-looking statements in this prospectus should not be
regarded as representations or warranties by us that our Company’s plans and objectives will be
achieved and these forward-looking statements should be considered in light of various important
factors, including those set forth in this section. We do not intend to update these forward looking
statements in addition to our on-going disclosure obligations pursuant to the Listing Rules or other
requirements of the Hong Kong Stock Exchange. Investors should not place undue reliance on such
forward looking information.

You should read the entire prospectus carefully and we strongly caution you not to place any
reliance on any information contained in press articles or other media regarding us and the Global
Offering

We strongly caution you not to place any reliance on any information contained in press articles or
other media regarding us and the Global Offering. We have not authorised the disclosure of any
information in the press or media. We do not accept any responsibility for any such press or media
coverage or the accuracy or completeness of any such information. We make no representation as to the
appropriateness, accuracy, completeness or reliability of any such information or publication. To the
extent that any such information is inconsistent or conflicts with the information contained in this
prospectus, we disclaim responsibility for it and you should not rely on any such information.

You may face difficulties in protecting your interests under Cayman Islands law

Our corporate affairs are governed by, among other things, the Articles of Association, the
Companies Law and the common law of the Cayman Islands. The rights of Shareholders to take action
against our Directors, actions by minority shareholders and the fiduciary responsibilities of our Directors
to us under Cayman Islands law are to a large extent governed by the common law of the Cayman
Islands and the Articles of Association. The common law of the Cayman Islands is derived in part from
comparatively limited judicial precedent in the Cayman Islands as well as that from English common
law, which has persuasive, but not binding, authority on a court in the Cayman Islands. The laws of the
Cayman Islands relating to the protection of the interests of minority shareholders differ in some
respects from those in Hong Kong and other jurisdictions. Such differences may mean that the remedies
available to our minority Shareholders may be different from those they would have under the laws of
Hong Kong or other jurisdictions. See “Summary of the Constitution of our Company and Cayman
Islands Companies Law” in Appendix IV to this prospectus.



WAIVER FROM COMPLIANCE WITH THE LISTING RULES

In preparation for the Listing, we have sought the following waiver from strict compliance with the
relevant provisions of the Listing Rules:

WAIVER FROM STRICT COMPLIANCE WITH RULE 8.12 OF THE LISTING RULES

Rule 8.12 of the Listing Rules provides that a new applicant applying for a primary listing on the
Stock Exchange must have a sufficient management presence in Hong Kong, which normally means that
at least two of its executive directors must be ordinarily resident in Hong Kong. Since the core business,
major assets and operations of our Company are primarily located in the PRC, our executive Directors
are based and will, in the foreseeable future, continue to be based in the PRC after the Listing.

We have applied to the Stock Exchange for, and the Stock Exchange has granted, a waiver from
strict compliance with the management presence requirements under Rule 8.12 of the Listing Rules.

In order to ensure that regular communication is effectively maintained between the Stock
Exchange and our Company, we will put in place the following measures:

(a) pursuant to Rule 3.05 of the Listing Rules, we have appointed two authorised representatives,
namely Mr. Ye Tao (an executive Director and Chief Executive Officer) and Mr. Yu Man To
Gerald Maximillian (Chief Financial Officer and Company Secretary), to act as our principal
channel of communication with the Stock Exchange. Mr. Yu is ordinarily resident in Hong
Kong. Each of the authorised representatives shall be available to meet with the Stock
Exchange within a reasonable time frame upon the request of the Stock Exchange, and will
also be accessible by telephone, facsimile and electronic means. Our Company will inform
the Stock Exchange promptly in respect of any change in our authorised representatives;

(b) each of the authorised representatives has means to contact all Directors promptly at all times
as and when the Stock Exchange wishes to contact them for any matters. Each of them is
authorised to communicate on behalf of our Company with the Stock Exchange;

(c) Directors who are not ordinarily resident in Hong Kong have confirmed that they possess or
are entitled to apply for valid travel documents to visit Hong Kong and will be able to meet
with the relevant officers of the Stock Exchange within a reasonable period when required;

(d) each Director has provided his or her contact phone number, fax number and email address to
the Stock Exchange if those contact details are available;

(e) each Director has confirmed that, in the event that he or she expects to travel or be out of
office, he or she will provide the phone number of the place of his or her accommodation or
other means of communications to our authorised representatives;

(f) pursuant to Rule 3A.19 of the Listing Rules, we have appointed CCB International Capital
Limited to act as our compliance adviser for the period commencing on the Listing Date and
ending on the date on which we comply with Rule 13.46 of the Listing Rules in respect of
our financial results for the first full financial year after the Listing Date. The compliance
adviser will act as an additional channel of communication with the Stock Exchange; and

(g) our Company will maintain a principal place of business in Hong Kong at Room 2404, 24th
Floor, World-Wide House, 19 Des Voeux Road, Central, Hong Kong.
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INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This prospectus, for which our Directors collectively and individually accept full responsibility,
includes particulars given in compliance with the Companies Ordinance, the Securities and Futures
(Stock Market Listing) Rules of Hong Kong (as amended) and the Listing Rules for the purposes of
giving information with regard to our Company. Our Directors, having made all reasonable enquiries,
confirm that to the best of their knowledge and belief, the information contained in this prospectus is
accurate and complete in all materials respects and not misleading or deceptive, and there are no other
matters the omission of which would make any statement herein or this prospectus misleading.

INFORMATION ON THE GLOBAL OFFERING

This prospectus is published solely in connection with the Hong Kong Public Offer. For applicants
under the Hong Kong Public Offer, this prospectus and the Application Forms contain all the terms and
conditions of the Hong Kong Public Offer.

The Offer Shares are offered solely on the basis of the information contained and representations
made in this prospectus and the Application Forms and on the terms and subject to the conditions set
out herein and therein. No person is authorised to give any information in connection with the Global
Offering or to make any representation not contained in this prospectus, and any information or
representation not contained herein must not be relied upon as having been authorised by us, the Sole
Global Coordinator, the Sole Sponsor, the Sole Bookrunner and the Underwriters, any of their respective
directors, agents, employees or advisors or any other party involved in the Global Offering.

See “Structure of the Global Offering” in this prospectus for details of the structure of the Global
Offering, including its conditions, and see “How to Apply for Hong Kong Public Offer Shares™ in this
prospectus and in the relevant Application Forms for details of the procedures for applying for Hong
Kong Public Offer Shares.

Neither the delivery of this prospectus nor any subscription made under it shall, under any
circumstances, create any implication that there has been no change in our affairs since the date of this
prospectus or that the information in it is correct as of any subsequent time.

UNDERWRITING

This prospectus is published solely in connection with the Hong Kong Public Offer, which is part
of the Global Offering. For applicants under the Hong Kong Public Offer, this prospectus and the
related Application Forms contain the terms and conditions of the Hong Kong Public Offer. See
“Structure of the Global Offering” in this prospectus for details of the terms of the Global Offering.

The Listing of our Shares on the Stock Exchange is sponsored by the Sole Sponsor. Pursuant to
the Hong Kong Underwriting Agreement, the Hong Kong Public Offer is fully underwritten by the Hong
Kong Underwriters. The International Offer is managed by the Sole Global Coordinator. The
International Underwriting Agreement is expected to be entered into on or about Thursday, 28
November 2013. See “Underwriting” in this prospectus for details about the Underwriters and the
underwriting arrangements.
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RESTRICTIONS ON OFFER OF SHARES

No action has been taken to permit a public offering of the Offer Shares in any jurisdiction other
than Hong Kong. Accordingly, this prospectus may not be used for the purpose of, and does not
constitute, an offer or invitation in any jurisdiction or in any circumstances in which such an offer or
invitation is not authorised or to any person to whom it is unlawful to make such an offer or invitation.

The Offer Shares are offered to the public in Hong Kong for subscription solely on the basis of the
information contained and the representations made in this prospectus and the Application Forms. No
person is authorised in connection with the Global Offering to give any information, or to make any
representation, not contained in this prospectus, and any information or representation not contained in
this prospectus must not be relied upon as having been authorised by our Company, the Sole Sponsor,
the Underwriters, any of their respective directors, agents, employees or advisors or any other person
involved in the Global Offering.

Each person acquiring the Offer Shares will be required, and is deemed by his acquisition of the
Offer Shares, to confirm that he is aware of the restrictions on offers of the Offer Shares described in
this prospectus and that he is not acquiring, and has not been offered any Offer Shares in circumstances
that contravene any such restrictions.

The distribution of this prospectus and the offering of the Offer Shares in other jurisdictions are
subject to restrictions and may not be made except as permitted under the applicable securities laws of
such jurisdictions and pursuant to registration with or authorisation by the relevant securities regulatory
authorities or an exception therefrom.

APPLICATION FOR LISTING ON THE STOCK EXCHANGE

Application has been made to the Listing Committee of the Stock Exchange for the listing of, and
permission to deal in, the Shares in issue and to be issued as mentioned in this prospectus (including
Shares which may fall to be issued upon the exercise of the Over-allotment Option and any options that
may be granted under the Share Option Scheme) on the Main Board.

Save as disclosed in this prospectus, no part of the share or loan capital of our Company is listed
on or dealt in on any other stock exchange and no such listing or permission to list is being or is
proposed to be sought in the near future.

Under section 44B(1) of the Companies Ordinance, any allotment made in respect of any
application will be invalid if the listing of, and permission to deal in, the Offer Shares on the Stock
Exchange is refused before the expiration of three weeks from the date of the closing of the application
lists, or such longer period (not exceeding six weeks) as may, within the said three weeks, be notified to
our Company by the Stock Exchange.

HONG KONG REGISTER OF MEMBERS AND STAMP DUTY

All Shares to be issued pursuant to the Global Offering and any Shares to be issued upon exercise
of any option which may be granted under the Share Option Scheme will be registered on our
Company’s branch register of members to be maintained in Hong Kong by the Hong Kong Share
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Registrar. Our Company’s principal register of members will be maintained in the Cayman Islands. Only
Shares registered on our Company’s branch register of members maintained in Hong Kong may be
traded on the Stock Exchange.

No stamp duty is payable by applicants in the Global Offering.

Dealings in the Shares registered in the branch register of our Company in Hong Kong will be
subject to Hong Kong stamp duty.

Unless determined otherwise by our Company, dividends payable in Hong Kong dollars in respect
of Shares will be paid to the shareholders listed on the Hong Kong branch register of our Company, by
ordinary post, at the shareholders’ risk, to the registered address of each shareholder of our Company, or
if joint Shareholders, to the first-named therein in accordance with the Articles.

SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

Subject to the granting of listing of, and permission to deal in, the Shares on the Stock Exchange
and our Company’s compliance with the stock admission requirements of HKSCC, the Shares will be
accepted as eligible securities by HKSCC for deposit, clearance and settlement in CCASS with effect
from the date of commencement of dealings in the Shares on the Stock Exchange or any other date as
HKSCC chooses. Settlement of transactions between participants of the Stock Exchange is required to
take place in CCASS on the second Business Day after any trading day.

All activities under CCASS are subject to the General Rules of CCASS and CCASS Operational
Procedures in effect from time to time.

Investors should seek the advice of their stock brokers or other professional advisors for details of
the settlement arrangements that may affect their rights and interests. All necessary arrangements have
been made for the Shares to be admitted into CCASS.

PROFESSIONAL TAX ADVICE RECOMMENDED

Applicants for the Offer Shares are recommended to consult their professional advisors if they are
in any doubt as to the taxation implications of holding and dealing in the Shares. None of our Group,
the Sole Global Coordinator, the Sole Sponsor, the Sole Bookrunner and the Underwriters, or any of
their respective directors, agents, employees or advisors or any other person involved in the Global
Offering accepts responsibility for any tax effects or liabilities of holders of Shares resulting from the
subscription, purchase, holding or disposal of, dealing in, or exercising any rights in relation to, our
Shares.

OVER-ALLOTMENT AND STABILISATION

See “Structure of the Global Offering” in this prospectus for details of the arrangement with
respect to stabilisation and the Over-allotment Option.
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COMMENCEMENT OF DEALINGS IN THE SHARES

Assuming that the Hong Kong Public Offer becomes unconditional at or before 8:00 a.m. in Hong
Kong on Thursday, 5 December 2013, it is expected that dealings in our Shares on the Main Board of
the Stock Exchange will commence at 9:00 a.m. on Thursday, 5 December 2013. Shares will be traded
in board lots of 2,000.

The stock code for the Shares is 1268.
Our Company will not issue any temporary documents of title.
PROCEDURES FOR APPLICATION FOR SHARES

See “How to Apply for Hong Kong Public Offer Shares” in this prospectus and the relevant
Applications Forms for the procedures for applying for the Offer Shares.

STRUCTURE OF THE GLOBAL OFFERING

See “Structure of the Global Offering™ in this prospectus for details of the structure of the Global
Offering, including its conditions.

ROUNDING

Any discrepancies in any table between totals and sums of individual amounts listed in any table
are due to rounding.

WEBSITE

The contents of any website mentioned in this prospectus do not form a part of this prospectus.
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DIRECTORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

DIRECTORS

Name Residential address Nationality

Executive Directors

Mr. Ye Fan (ZEWLICAE) Villa 3A, Area 2-5, Phase 2, Chinese
(Chairman) Villas Royal, 299 South Waihuanlu,
Southern District, Dongguan,
Guangdong Province,

PRC

Mr. Ye Tao (ZEJEA) No. 8, Area 1, Rits Garden, United States of
Liyuan Road, Tianzhu Zone, America
Shunyi District, Beijing,
PRC

Ms. Liu Xuehua (B H#E L L) No. 205, Floor 803, Chinese

Zhongguan Estate A,
Haidian District, Beijing,
PRC

Independent non-executive Directors

Mr. Pan Lu (7% JG4) Room 404, Building 1, Chinese
Julong Garden, Gongti South Road,
Dongcheng District,
Beijing 100027,
PRC

Mr. Li Lin (ZEMRAEH) Unit 16B, Jinhui Building, Chinese
56 Yongtai Road, Hengfu Road,
Yuexiu District, Guangzhou,

Guangdong Province,
PRC

Mr. Jip Ki Chi (ZEATE L) Flat F, 23/F, Chinese
Block 1, Vianni Cove,
33 Tin Kwai Road,
Tin Shui Wai,
New Territories, Hong Kong
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PARTIES INVOLVED IN THE GLOBAL OFFERING

Sole Global Coordinator, Sole Sponsor, Sole
Bookrunner and Sole Lead Manager

Legal advisors to our Company

Legal advisors to the Sole Sponsor and the
Underwriters

Auditors and reporting accountants

CCB International Capital Limited
12th Floor, CCB Tower

3 Connaught Road Central, Central
Hong Kong

As to Hong Kong law:
Chiu & Partners

40th Floor, Jardine House
1 Connaught Place

Hong Kong

As to PRC law:

Jingtian & Gongcheng

34th Floor, Tower 3, China Central Place
77 Jianguo Road

Chaoyang District, 100025

Beijing, PRC

As to Cayman Islands law:

Conyers Dill & Pearman (Cayman) Limited
Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman, KY1-1111

Cayman Islands

As to Hong Kong law:

Orrick, Herrington & Sutcliffe
43rd Floor, Gloucester Tower
The Landmark

15 Queen’s Road Central

Hong Kong

As to PRC law:

Commerce & Finance Law Offices
6th Floor, NCI Tower

A12 Jianguomenwai Avenue
Beijing 10022

PRC

KPMG

Certified Public Accountants
8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong
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Independent property valuer and consultant Jones Lang LaSalle Corporate
Appraisal and Advisory Limited
6th Floor, Three Pacific Place
1 Queen’s Road East
Hong Kong

Receiving banker Standard Chartered Bank (Hong Kong) Limited
15th Floor, Standard Chartered Tower
388 Kwun Tong Road
Kwun Tong, Kowloon
Hong Kong
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Registered office Cricket Square
Hutchins Drive, PO Box 2681
Grand Cayman, KY1-1111
Cayman Islands

Headquarters and principal place of No. A-02-01,
business in PRC Dongguan International Automobile City
Liaobu Town, Dongguan
Guangdong Province, PRC

Principal place of business in Hong Kong Room 2404, 24th Floor
World-Wide House
19 Des Voeux Road, Central
Hong Kong

Company’s website www.meidongauto.com
(the information contained in this website does not
form part of this prospectus)

Compliance adviser CCB International Capital Limited
Company secretary Mr. Yu Man To Gerald Maximillian, FCPA
Authorised representatives Mr. Ye Tao

No. 8, Area 1, Rits Garden
Liyuan Road, Tianzhu Zone
Shunyi District, Beijing
PRC

Mr. Yu Man To Gerald Maximillian
Room 2404, 24th Floor
World-Wide House

19 Des Voeux Road, Central

Hong Kong

Audit committee Mr. Jip Ki Chi (Chairman)
Mr. Pan Lu
Mr. Li Lin

Remuneration committee Mr. Pan Lu (Chairman)
Mr. Ye Tao
Mr. Jip Ki Chi

Nomination committee Mr. Ye Tao (Chairman)

Mr. Pan Lu
Mr. Jip Ki Chi
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Hong Kong branch share registrar and Tricor Investor Services Limited
transfer office 26th Floor, Tesbury Centre
28 Queen’s Road East
Wanchai
Hong Kong
Cayman Islands share registrar and Codan Trust Company (Cayman) Limited
transfer office Cricket Square, Hutchins Drive,

PO Box 2681, Grand Cayman
KY1-1111, Cayman Islands

Principal bankers China CITIC Bank
(Head Office)
General Banking, Investment Plaza
No 27, Financial Street
Beijing 100032, PRC

Industrial Bank Co. Ltd.

(Dongguan South City Branch)

Block 1, Fengjin Street

No 17 Hongtao Avenue

South City District

Dongguan, Guangdong Province, PRC



INDUSTRY OVERVIEW

This section contains certain information which is derived from official government publications and
industry sources as well as a commissioned report from ACMR, an Independent Third Party. The
information extracted from the commissioned report from ACMR reflects estimates of market
conditions based on samples, and is prepared primarily as a market research tool. References to
ACMR should not be considered as the opinion of ACMR as to the value of any security or the
advisability of investing in our Group. Our Directors believe that the sources of information
extracted from the commissioned report from ACMR are appropriate sources for such information
and have taken reasonable care in extracting and reproducing such information. We have no reason
to believe that such information is false or misleading or that any material fact has been omitted that
would render such information false or misleading. The information extracted from the commissioned
report from ACMR has not been independently verified by us, the Sole Sponsor, the Sole Lead
Manager, the Sole Bookrunner, the Underwriters or any other party involved in the Global Offering
and no representation is given as to its accuracy. The information from official government
publications may not be consistent with information available from other sources within or outside
the PRC. Neither our Group, the Sole Sponsor, the Sole Global Coordinator, the Sole Bookrunner,
the Sole Lead Manager, any of the Underwriters, any of their respective directors, officers,
representatives or advisors, nor any other person involved in the Global Offering make any
representation as to the accuracy, completeness or fairness of such information from official

government publications.

REPORT COMMISSIONED FROM ACMR

We commissioned ACMR, an independent Chinese market research provider, to conduct an
analysis of, and to report on, the PRC automobile market and industry for the period from 2006 to 2016.
ACMR was established in 1992 and provides data collection, industry research, market research and
competition research services. ACMR is the vice chairman member of the China Marketing Research
Association, a member of the Society of Competitive Intelligence of China, and a member of the
Association of European Society for Opinion and Marketing Research. Certain information set forth in
this section has been extracted from the industry report prepared by ACMR. The industry report dated
22 November 2013 prepared by ACMR (the “ACMR Report”) is independent from our influence.
ACMR received a total commission of RMB200,000 for the research and preparation of the ACMR
Report. The payment of such amount was not conditional on our successful listing or on the research
findings of the ACMR Report.

The ACMR Report was prepared based on specific knowledge of the PRC automobile industry. In
preparing the ACMR Report, ACMR used classifications and definitions widely used in the industry,
such as certain geographic subdivisions and definitions of types of passenger vehicles. The forecasts in
the ACMR Report were based on ACMR’s analysis of historical data and trends. This information was
obtained by ACMR from a variety of industry sources, including relevant PRC government departments
and established industry organizations, such as the State Statistical Bureau, the China Association of
Automobile Manufacturers and the China Automobile Dealers Association. ACMR has interviewed
market participants and industry experts to support, verify and cross check its estimates.

Except for this report, we did not commission any other customized research report in connection
with the Listing or this prospectus.
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ECONOMIC GROWTH OF THE PRC
Overview of the PRC Economy

The PRC economy has maintained rapid growth in recent years. In 2008, despite the onset of the
global financial crisis, the PRC’s GDP increased by 9.6% over the previous year, and was the first
country to recover from the global financial crisis. According to the National Bureau of Statistics of
China, the PRC’s nominal GDP grew from approximately RMB21,631 billion in 2006 to approximately
RMB51,932 billion in 2012, representing a CAGR of 15.7% between 2006 and 2012, and the PRC’s
nominal GDP per capita increased from approximately RMB16,500 in 2006 to approximately
RMB38,354 in 2012, representing a CAGR of 15.1% between 2006 and 2012. According to the ACMR
Report, the PRC’s economy is expected to continue its rapid growth in the coming five years, with its
nominal GDP and the nominal GDP per capita estimated to reach approximately RMB78,837 billion and
RMB58,224, respectively, in 2016 representing a CAGR of 11.0% and 11.0% between 2012 and 2016,
respectively.

Increasing urbanisation and disposable income of urban residents

Rapid economic growth and PRC governmental policies have led to accelerating urbanisation in
China. Between 2006 and 2012, the total urban population in the PRC increased by approximately 135
million to approximately 712 million, representing approximately 52.6% of the total population in the
PRC. As a result of rapid economic growth and urbanisation in China, there has been an improvement in
living standards, in terms of the per capita disposable income of urban residents. Between 2006 and
2012, the annual per capita disposable income of urban residents increased from approximately
RMB11,759 to RMB24,565, representing a CAGR of approximately 13.1%.

Increasing numbers of affluent individuals

Rapid economic growth and urbanisation has also led to a large and growing pool of affluent
individuals in China. In 2012, the number of individuals in the PRC with net assets of over US$1
million increased by approximately 12.8% over the previous year. At the same time, according to the
ACMR Report, it is expected that the numbers of individuals with net assets of over RMB10 million and
RMB100 million will increase from 1,020,000 and 63,500, respectively, in 2012, to 1,226,009 and
75,635, respectively, in 2016.

Increasing consumption of consumer goods

With the rapid economic growth and rising income levels in China, there has been an increase in
the consumption of consumer goods. Between 2006 and 2012, the retail sales value of consumer goods
increased from approximately RMB7,641 billion to approximately RMB21,031 billion, representing a
CAGR of approximately 18.4%. It is expected that the retail sales value of consumer goods will increase
to approximately RMB36,783 billion in 2016, representing a CAGR of 15.0% from 2013. The
automobile finance market has experienced significant increases in recent years to meet changes in the
consumption habits in the PRC. In 2001, market size of automobile finance in the PRC was RMB43.6
billion, and by the end of 2012, the figure was expected to reach approximately RMB360 billion,
representing a CAGR of 21.2%.
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Overview of the Economy in the Regions Where Our Group Operates

As at the Latest Practicable Date, our Group operates dealerships in five provincial-level areas:
Guangdong, Fujian, Hunan, Beijing and Gansu. According to the National Bureau of Statistics of China
Guangdong has been the region with the highest level of total GDP in the PRC since 2006, while
Beijing is the region with the second highest level of GDP per capita in the PRC in 2012. In addition,
Fujian, Hunan and Gansu all have higher nominal GDP and nominal GDP per capita annual growth rates
than the national average. Despite the higher GDP, these three regions still have lower automobile
penetration rates, which represent the number of automobiles per 100 residents, compared to the national
average of 6.2 units per hundred people. The higher nominal GDP and nominal GDP per capita growth
coupled with the lower household automobile penetration rates of these areas indicate significant growth
potential for the automobile market in these areas.

Furthermore, according the ACMR Report the per capita disposable income of urban residents of
Guangdong, Fujian and Beijing in 2012 was above the national average. In 2012, among China’s
provincial areas, Guangdong, where six of our 14 dealerships (including one operated by our Joint
Venture) were located, was ranked first in terms of nominal GDP and retail sales value of consumer
goods, and was ranked eighth and fourth in terms of nominal GDP per capita and disposable income for
urban residents, respectively.

THE PRC PASSENGER VEHICLE MARKET
Largest New Passenger Vehicle Market in the World

The rapid growth of the PRC has led to a rapid expansion of the PRC new passenger vehicle
market. According to the ACMR Report, the PRC has been the world’s largest new passenger vehicle
market since 2009 and is still the fastest growing market out of the top ten largest new passenger
vehicle markets in terms of the number of new passenger vehicles sold, with a CAGR of 21.5% between
2006 and 2012.

However, the after-sales services market and second-hand sales markets remain relatively less
developed. In 2011, the breakdown of revenues of 4S dealerships in the PRC was as follows: new
vehicle sales 88%, after-sales services 10%, used vehicle sales 2%. This breakdown represents lower
ratios for after-sales services and second hand sales revenue when compared to more mature markets.
For example, in 2011, breakdown of United States revenues of dealerships in the United States was as
follows: new vehicle sales 54.4%, after-sales services 13.2%, second-hand vehicle sales 32.4%.

Along with the economic growth and improving standards of living, the PRC new passenger
vehicle market is expected to maintain its strong growth. According to the ACMR Report, the PRC new
passenger vehicle market, in terms of sales volume, is expected to continue to grow at approximately
9% on average per year from 2013 and 2016.
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Sales Volume and Sales Value of New Passenger Vehicles in the PRC
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25 3,194.71 3,500
3,000
2,500
2,000
1,500
1,000
500
0

20

2006 2007 2008 2009 2010 2011 2012 2013F 2014F 2015F 2016F

=== Sales Volume —— Sales Value

Source: ACMR Report
Significant Potential for Continued Growth

Although the PRC is the largest new passenger vehicle market in the world, its automobile
penetration rate is still relatively low compared to other major markets in the world. In 2012, the
automobile penetration rate in the PRC was approximately 6.2 units per hundred people, which was
significantly lower than that of developed markets such as Japan, France, Germany, Australia and the
United States, which had automobile penetration rates ranging between 47.9 and 61.6 units per hundred
people. This indicates significant potential for continued growth of the PRC automobile market.

National Passenger Vehicle Penetration Rates, 2012
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Source: ACMR Report

Since the automobile penetration rate in the PRC is low, the demand for passenger vehicles in the
PRC mainly comes from purchasers who have never before owned a passenger vehicle, or “first-time
buyers”. In 2012, first time buyers accounted for about 80% of new passenger vehicle sales, with sales
from buyers who had already owned passenger vehicles and were purchasing to replace an existing
vehicle or to acquire additional vehicles, or “repeat buyers”, accounting for the remaining 20% of new
passenger vehicle sales. However, as the penetration rate in the PRC increases the number of repeat
buyers is expected to increase, as in developed countries with mature automobile markets and higher
penetration rates, sales from repeat buyers make up a much larger proportion of new passenger vehicle
sales, generally between 70% and 80%.
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As the number of repeat buyers increases in the PRC, more existing passenger vehicles will be
expected to remain on the road, contributing to the growing stock of civilian vehicles in the PRC.
Between 2006 and 2012, the stock of civilian vehicles in the PRC increased from approximately 37
million units to 120.9 million units, with a CAGR of 21.8%. As this stock of vehicles in the PRC
increases and ages, these vehicles will cause increased demand for high-margin after-sales services and
should grow this source of profit for automobile dealers.

Stock of Civilian Vehicles in the PRC
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Passenger Vehicle Market in the Regions Where Our Group Operates

As mentioned in the section entitled “— Overview of the Economy in the Regions Where Our
Group Operates” above, as at the Latest Practicable Date, our Group operates dealerships in five
provincial-level areas, according to the ACMR Report, three of which (Fujian, Hunan and Gansu) have
higher nominal GDP and nominal GDP per capital annual growth rates than the national average.
Despite the higher GDP, these three regions still have lower automobile penetration rates, which
represent the number of automobiles per 100 residents, compared to the national average of 6.2 units per
hundred people, according to the ACMR Report. The higher nominal GDP and nominal GDP per capita
growth coupled with the lower automobile penetration rates of these areas indicate significant growth
potential for the automobile market in these area. Furthermore, while our Group also operates
dealerships in two other provincial-level areas (Beijing and Guangdong) that have automobile
penetration rates that exceed the national average, these rates are still far below the average automobile
penetration rate of developed countries, which in 2012 was 48.2 units per hundred people, according to
the ACMR Report. (“Developed countries” as referred to herein are those countries considered to have
“very high human development” according to the 2013 Human Development Report issued by the
United Nations Development Programme on 14 March 2013. Countries with “very high human
development™ consist of the top 47 countries with the highest Human Development Index (HDI) value
as determined by the United Nations Development Programme.) This difference in the automobile
penetration rate indicates significant potential for continued growth of the automobile market in these
areas despite their automobile penetration rates relative to the PRC national average.
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Automobile Penetration Rate in Selected Regions, 2012
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Guangdong province, in which six of our total of 14 dealerships (including one operated by our
Joint Venture), as at the Latest Practicable Date are located, is an example of the rapid growth in
affluent provinces. Furthermore, Guangdong has consistently been one of the four largest provincial
markets of new passenger vehicles among provincial level areas in the PRC since 2006 in terms of the
number of new passenger vehicle registration. According to the ACMR Report, in 2012, approximately
8.9% of the PRC’s total number of new passenger registrations occurred in Guangdong, while the sales
value of cars sold in Guangdong province in the same period made up approximately 10% of the sales
value of the overall PRC market. In 2012, our market share in Guangdong province was about 0.9% in
terms of sales value in Guangdong province, according to the ACMR Report.

Approximately 81.9%, 84.7% and 84.2% and 84.4% of our turnover was derived from dealerships
located in southeastern provinces of Guangdong, Hunan and Fujian for the years ended 31 December
2010, 2011 and 2012 and the six months ended 30 June 2013, respectively.

Market Segmentation

There is currently no uniform standard for the classification of the PRC passenger vehicle segment.
However, the market segmentation adopted by ACMR and set out below is commonly used in the
industry. The ACMR Report divides the brands that make up the PRC passenger vehicle market into
four segments, based on, among other factors, brand position, quality, functionality and price range: (i)
ultra-luxury, (ii) luxury, (iii) mid- to high-end, and (iv) low-end brands. The market segmentation is
commonly used in the industry. The following table sets forth representative brands and the indicative
price range of each segment:

Segment Representative brands Indicative price range (RMB)
Ultra-luxury . . ........ Bentley, Lamborghini, Porsche, Rolls-Royce Over 1 million

Luxury. ............. Audi, BMW, Lexus, Mercedes-Benz, Volvo 300,000 to 1 million

Mid- to high-end. . ... .. Buick, Honda, Hyundai, Nissan, Toyota 80,000 to 300,000

Low-end ............ BYD, Chery, Geely, Changan, JAC less than 80,000

Our dealerships currently sell passenger vehicles in either the mid- to high-end segment or the
luxury segment and we currently plan to open new dealerships to sell passenger vehicles in the ultra-
luxury segment beginning in the third quarter of 2014.
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Rapid Growth of the Mid- to High-end, Luxury and Ultra-luxury Segments

The mid- to high-end, luxury and ultra-luxury segments of the PRC passenger vehicle market grew
significantly from 2006 to 2012. Between 2006 and 2012, the sales volume of mid- to high-end, luxury
and ultra-luxury new passenger vehicles increased from approximately 2.6 million units to
approximately 10.9 million units, representing a CAGR of 27.0% and outpacing the CAGR of total new
passenger vehicle sales volume of approximately 21.5% during the same period. It is expected that the

sales volume of mid- to high-end, luxury and ultra-luxury vehicles will further increase at a CAGR of
11.5% from 2013 to 2016.

Sales Volume of Mid- to High-end,
Luxury and Ultra-luxury New Passenger Vehicles in the PRC

Million Units
18
0.15
16 +
0.11
14 - 0.08
2 0.04 00 -
0 - 0.03 - -
8 0.02
071 13.14
6 001 1212
001 o6 951 1021 12
4 b 001 s 8.60
000 929 6.82
b 400 475
s L y .
2dsl B
0 Il Il Il Il Il Il
2006 2007 2008 2009 2010 2011 2012 2013F  2014F  20I15F  2016F
Mid- to high-end B Luxury M Ultra-luxury

Source: ACMR Report

Sales value of mid- to high-end, luxury and ultra-luxury new passenger vehicles grew in line with
growth in sales volume. Between 2006 and 2012, the sales value of mid- to high-end, luxury and ultra-
luxury new passenger vehicles increased from approximately RMBS500.0 billion to approximately
RMB 1,948 billion, representing a CAGR of approximately 25.4% and outpacing the CAGR of total new
passenger vehicle sales value of approximately 23.4% during the same period. It is expected that the

sales value of mid- to high end, luxury and ultra-luxury new passenger vehicles will further increase at a
CAGR of 11.1% from 2013 to 2016.

Sales Value of Mid- to high End,
Luxury and Ultra-luxury New Passenger Vehicles in the PRC
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Brand Concentration in Market Segments

According to the ACMR Report, the ultra-luxury segment is characterised by the dominance of a
single brand-Porsche, which has accounted for over 80% of the total sales volume of ultra-luxury
automobiles since 2006. The luxury segment is dominated by a few brands, with Audi, BMW and
Mercedes-Benz together accounting for approximately 72.6% of the total sales volume of luxury
automobiles in 2012. The brand concentration in the ultra-luxury, luxury and mid- to high-end segments
are demonstrated in the following charts:

Brand Breakdown of Sales of Ultra-luxury,
Luxury and Mid- to high-end Passenger Vehicles in the PRC, 2012
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As shown in the above charts, brand dominance decreases and the market becomes more
fragmented in the mid- to high-end segments, where the top five brands accounted for approximately
61% of the total sales volume of the segment in 2012.

Rapid Growth in Second-, Third- and Fourth-tier Cities

According to the ACMR Report, as a result of higher economic growth and living standards, first-
tier cities in China have always been the major demand driver of new passenger vehicles. However, with
the rapid economic development in second-, third- and fourth-tier cities and the gradual increase in
passenger vehicle penetration rates in first-tier cities, passenger vehicle sales networks in the PRC have
started migrating out of first-tier cities to second-, third- and fourth-tier cities. In 2012, approximately
88.9% of registrations of new passenger vehicles in China were in second-, third- and fourth-tier cities.
Between 2006 and 2012, the CAGR of new passenger vehicle registrations in first-tier cities was 7.0%,
significantly lower than the national average of 17.3%, and were lower than the national average in
every market segment. In comparison, the CAGR of new passenger vehicle registrations in third- and
fourth-tier cities was approximately 19.5% and 20.2%, respectively, both higher than the national
average, and approximately 16.6% in second-tier cities, slightly below the national average.
Furthermore, the average annual growth rates of new passenger vehicle registrations in second-, third-
and fourth-tier cities, exceeded the national average in the following segments: second-tier cities
exceeded the national average in the ultra-luxury and luxury segments, third-tier cities exceeded the
national average in the ultra-luxury and the mid- to high-end segments, and fourth-tier cities exceeded
the national average in all market segments.
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Numbers of Registrations of New Passenger Vehicles in Cities in the PRC
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Development and Prospects of Key Automobile Brands in the PRC

We sell automobiles from a diversified brand portfolio that includes Toyota, Hyundai, Lexus,
BMW and will soon include Porsche (collectively, our “key brands”). The PRC is an important market
for our key brands. For example, China (including Hong Kong and Macau) is the largest market for
BMW and second largest market for Porsche. According to the ACMR Report, the PRC remains a
strategic market for our key brands, and each of our key brands that seek to increase its dealership
network and/or its manufacturing capacities in the PRC. On a regional basis, most of the provincial-level
areas in which we operate, in particular Hunan, Fujian and Gansu, are areas in which the annual growth
rates of new vehicle registrations for our key brands exceeds the national average for each brand.

The popularity of a particular brand or model of automobile, as represented by its market share,
can be affected by a large number of factors, including brand awareness and price. External events may
also affect the market share of the key brands that we sell. For example, the flare-up in September 2012
of the territorial dispute between China and Japan over the Diaoyu Islands led to a significant decrease
in sales of Japanese-branded passenger vehicles in the PRC. According to the ACMR Report, sales of
such Japanese new passenger vehicles in the PRC amounted to approximately 160,000 units in
September 2012, representing a decrease of approximately 40.8% over the same period in 2011. As a
result, the market share of new Japanese passenger vehicles in the total PRC new passenger vehicle
market dropped to approximately 12.2%, from 18.6% in August 2012. In October 2012, sales of
Japanese new passenger vehicles further decreased to approximately 99,000 units and the market share
of Japanese new passenger vehicles fell further to approximately 7.6%. It was the first time since 2009
that the monthly sales of Japanese new passenger vehicles and its market share dropped below 100,000
and 10%, respectively. The sales volume and market share of Japanese new passenger vehicles have
made significant recoveries since then. According to the ACMR Report, sales of Japanese new passenger
vehicles in the PRC amounted to approximately 278,000 units in September 2013, representing an
increase of approximately 73.8% over the same period in 2012. As a result, the market share of new
Japanese passenger vehicles in the total PRC new passenger vehicle market increased to approximately
17.5%. However, the market share indicators still have not returned to the levels they were at before the
incident.
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Percentage of Total New Passenger Vehicle Sales in the PRC
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As a result of the Diaoyu Islands dispute, sales in the PRC of Toyota and Lexus, two of our key
brands, decreased significantly during the relevant period. From January to August 2012, the sales of
Lexus new passenger vehicles increased by approximately 67% over the same period in 2011. However,
the Diaoyu Islands dispute resulted in a decrease in sales in September and October 2012. Furthermore,
in September and October 2012, sales of Toyota new passenger vehicles decreased by approximately
48.9% and 44.1%, respectively, compared with the same period in 2011. For the year ended 31
December 2012, sales of Toyota new passenger vehicles amounted to approximately 841,000 units,
representing a decrease of approximately 4.8% compared with the year ended 31 December 2011.
Despite the Diaoyu Islands dispute, sales of Toyota new passenger vehicles remained strong globally in
2012. According to the ACMR Report, in 2012, Toyota recaptured its position as the world’s largest
automobile manufacturer by volume.

As a result of weaker market conditions in the PRC, the average selling price of mid- to high-end,
luxury and ultra-luxury new passenger vehicles decreased in 2012 when compared with 2011, according
to the ACMR Report. While the total sales value of mid- to high-end, luxury and ultra-luxury new
passenger vehicles in the PRC increased from approximately RMB1,761.9 billion in 2011 to
approximately RMB1,947.8 billion in 2012, representing an increase of approximately 10.6%, total
sales volume increased at a faster rate from approximately 9.7 million units in 2011 to 10.9 million units
in 2012 representing an increase of approximately 12.4%. Consequently, the average selling price of
mid- to high-end, luxury and ultra-luxury new passenger vehicles in the PRC decreased from
RMB181,000 per unit in 2011 to RMB178,000 per unit in 2012. Furthermore, while the annual sales
volume of new mid- to high-end, luxury and ultra-luxury passenger vehicles in the PRC grew by 29.1%
between 2010 and 2011, the growth rate weakened considerably between 2011 and 2012, with an annual
growth rate of approximately 12.4%.

In the six months ended 30 June 2013, growth in sales volume in the PRC of passenger vehicles,
as compared to the six months ended 30 June 2012, were mixed for the brands that we sold. Toyota and
Lexus had declines in sales volume, while Hyundai and BMW recorded growth in sales volume. For
Toyota and Lexus, sales volume in the PRC for the six months ended 30 June 2013 decreased by 25,700
units and 2,000 units, respectively, or a 5.8% period-on-period decline for each, compared to the six
months ended 30 June 2012. On the other hand, for the six months ended 30 June 2013, sales volume
for Hyundai and BMW increased by 138,000 units and 23,200 units, respectively, representing a 37.0%
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and 15.7% growth period-on-period growth rate, respectively, compared to the sales volume for the six
months ended 30 June 2012. Set forth below are charts showing the sales volume in the PRC for each of
the brands that we sold in the six months ended 30 June 2012 and 2013, as well our sales volume for
these brands during the same periods.

Sales Volume of New Passenger Vehicles in the PRC
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Sources: ACMR Report
THE PRC 4S DEALERSHIP SECTOR
Retail Platform in the PRC Passenger Vehicle Market

Since the introduction of the 4S dealership retail model in the mid-1990s and the implementation
of the Measures for the Implementation of Management of Automobile Brand Marketing (<55 i i 85 B
EIEMHEE), the 4S dealership has become the dominant platform for retailing passenger vehicles in
the PRC. A “4S dealership store” is a specialised dealership store with sales, spare parts, services and
survey capabilities and is typically established through one or more agreements between an automobile
manufacturer and an automobile dealer that authorise the dealer to conduct marketing activities for
specified automobile brands within a specified region. These agreements generally also set forth
requirements with respect to sales and marketing formats, service standards, sales processes and
corporate identities. According to the ACMR Report, total revenue generated from 4S dealerships
increased from RMB614.7 billion to RMB2,462.7 billion from 2006 to 2012, representing a CAGR of
26.0%. Total sales through 4S dealerships is expected to grow from RMB2,740.9 billion to RMB3,796.7
billion from 2013 to 2016, representing a CAGR of approximately 11.5%.
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Profitability of the automobile dealership industry decreased in 2012 due to the high inventory
levels and weak market demands. According to the ACMR Report, in 2012, approximately 30% of
dealers in the industry suffered losses. According to the ACMR Report, over 52.6% of imported branded
passenger vehicle dealers suffered losses, 39.5% broke even and just 7.9% were profitable; for joint
venture branded passenger vehicle dealers, 34.6% suffered losses, 35.6% broke even and 29.8% were
profitable; for Chinese local branded passenger vehicle dealers, 40.4% suffered losses, 28.8% were
break even, and 30.8% were profitable.

Dealers in the automobile dealership industry commonly face high staff turnover, especially for
sales personnel. As the sales personnel of automobile dealerships serve customers directly during the
sales process the quality of the sales personnel is therefore closely related to the success of dealerships.
In addition to compensation, factors playing important roles in the decision of sales personnel to choose
a particular employer include the quality and abundance of training programs, career paths and corporate
cultures of such dealer.

As mentioned in the section entitled “— Passenger Vehicle Market in the Regions Where Our
Group Operates” above, six of our total of 14 dealerships (including our Joint Venture) as at the Latest
Practicable Date are located in Guangdong province. In 2012, we were among the top five privately-
owned automobile dealership groups headquartered in Guangdong province in terms of turnover,
according to the ACMR Report. In addition to privately-owned automobile dealership groups, other
leading automobile dealership groups headquartered in Guangdong province are mainly state-owned or
state-controlled companies. Among all types of automobile dealership groups headquartered in
Guangdong province, we were the eight largest automobile dealership group in terms of turnover in the
PRC for the year ended 31 December 2012. The following table sets forth the top ten automobile
dealership groups headquartered in Guangdong province in terms of turnover in the PRC for the year
ended 31 December 2012.

Top 10 Automobile Dealership Groups Headquartered in Guangdong Province, 2012
(in terms of turnover)

Approximate
2012 market share in
Ranking Company Name Company Nature Turnover PRC
(RMB billion)

1 Group A State-owned 25.20 1.0%
2 Group B State-owned 13.64 0.6%
3 Group C Privately-owned 8.54 0.3%
4 Group D Privately-owned 6.18 0.3%
5 Group E State-controlled 6.08 0.2%
6 Group F Privately-owned 3.52 0.1%
7 Group G Privately-owned 3.49 0.1%
8 Our Group Privately-owned 2.95 0.1%
9 Group H Privately-owned 2.81 0.1%
10 Group 1 Privately-owned 2.47 0.1%

Source: ACMR Report

— 75 —



INDUSTRY OVERVIEW

Of our six dealerships in Guangdong province, five are located in the city of Dongguan, which is
also where our corporate headquarters are located. According to the ACMR Report, Dongguan is among
the biggest city-level markets, apart from first-tier cities, for automobiles in terms of new car sales and
car ownership level and competition among 4S dealerships in Dongguan is intense. According to the
ACMR Report, at the end of 2012, there were 106 4S dealership stores of mid- to high-end, luxury and
ultra-luxury brands in Dongguan, accounting for approximately 12.4% of the total number of all mid- to
high-end, luxury and ultra-luxury dealership stores in Guangdong.

According to the ACMR Report, two of our Lexus dealerships, Xiamen Meidong and Dongguan
Meidong, were ranked first and third respectively, in terms of return on assets, among all Lexus
dealerships in China in the first half of 2013.

Turnover Mix of 4S Dealerships in the PRC

The turnover of 4S dealerships in the PRC is primarily from (i) the sales of new automobiles, (ii)
the performance of after-sales services and (iii) sales of used vehicles, which accounted for
approximately 86%, 12% and 2% of the turnover of 4S dealerships in the PRC in 2012, respectively.
According to the ACMR Report, the growth of the after-sales market is expected to outpace that of the
new automobile market. As a result, it is expected that in 2016, the percentage of turnover from sales of
new automobiles will decrease to approximately 84%, while that for after-sales services will increase to
approximately 14%. The percentage of turnover from sales of used vehicles is expected to remain
constant at 2% in 2016. At present, the gross profit margins for after-sales services and the sales of used
vehicles are higher than the gross profit margin for sales of new automobiles. The gross profit margin
for sales of new automobiles ranges from nil to 6% (depending on brand), and the whole gross profit
margins for after-sales services and sales of used vehicles range from 40% to 45% and 5% to 10%,
respectively.

Turnover Mix of 4S Dealerships in the PRC
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The large and rapidly increasing size of the automobile market and size and aging of the stock of
existing civilian vehicles in China is expected to generate growth in demand for after-sales services,
which generally includes the sales of spare parts as well as the provision of repair and maintenance
services. According to the ACMR Report, the after-sales services market in the PRC has grown from
approximately RMB120 billion in 2006 to approximately RMB460 billion in 2012, representing a
CAGR of 25.1%. The ACMR Report projects that the after-sales services market will further increase to
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approximately RMB800 billion in 2016, representing a CAGR of 14.7% between 2013 and 2016. Profit
margin for providing after-sales services is usually higher than that for sales of passenger vehicles. As a
result, after-sales services will become an important driver of gross profit margin growth for 4S
dealerships.

At present, the suppliers of after-sales services primarily consist of 4S dealerships, small-scale
standalone quick repair shops and professional repair shops that operate in chains. According to the
ACMR Report, customers, in particular those that are owners of luxury or ultra-luxury passenger
vehicles, are more likely to be confident with the quality of after-sales services provided by 4S
dealerships, and they expect that 4S dealerships will become the mainstream model and will rapidly
increase their share of the after-sales market, while small-scale standalone quick repair shops will
gradually recede. As shown in the following chart, the after-sales services market for 4S dealerships in
the PRC has grown from approximately RMBS50 billion in 2006 to approximately RMB294.5 billion in
2012, representing a CAGR of 34.4%. The ACMR Report expects that the after-sales services market for
PRC 4S dealerships will further increase to approximately RMB512 billion in 2016, representing a
CAGR of 15.9% between 2013 and 2016.

Revenue from After-sales Services from 4S Dealerships in the PRC
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A key measure of the performance of dealership-level services operations is the calculation of an

“absorption rate”, which is calculated as follows:

gross profit of after-sales services

absorption rate =
distribution costs + administrative expenses
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The absorption rate represent the recovery rate of a dealership’s operating costs from its after-sales
services. An absorption rate of 100%, or close to 100%, indicates that the dealership’s operating costs
can essentially be supported by after-sales services alone. The table below shows our absorption rate
compared to those of the other PRC 4S dealership groups publicly listed in Hong Kong during the Track
Record Period, calculated based on publicly available financial information filed by these dealership

groups:
Six months

Year ended 31 December ended 30 June

Company Name 2010 2011 2012 2013
Our Group . . ............. 50.3% 70.7% 94.2% 118.3%
Dealership Group X. .. ... ... 97.2% 86.5% 85.6% 92.4%
Dealership Group Y. ... ..... 87.9% 76.6% 58.8% 73.1%
Dealership Group Z. . . . .. ... 61.8% 70.9% 81.9% 84.5%
Dealership Group ZA. . ... ... 72.1% 70.3% 73.4% 106.9%
Dealership Group ZB. . . . . ... 101.8% 88.6% 81.7% 95.5%

Source: ACMR Report
Increasing consolidation

According to the ACMR Report, the number of dealership stores in the PRC in 2012 was
approximately 26,000. The ownership of automobile dealerships in China remains fragmented, with the
majority being standalone dealerships. However, ownership of individual dealerships has continued to
become more concentrated in major dealership groups and, according to the ACMR Report,
consolidation of dealership groups will continue to intensify through mergers and acquisition and will
remain the trend going forward, due both to business considerations as well as government policy. For
example, as the competition in the PRC automobile dealership industry intensifies, profit generated from
the sales of automobiles gradually decreases. As a result, automobile dealerships have begun introducing
multiple automobile brands within their networks instead of relying on a single brand, often through
acquisition of dealerships with different brands. Also, having a large number of dealership stores in the
market with diffuse ownership may result in intensive and disorderly competition and therefore cause
relatively low profitability across the 4S dealership industry. According to the ACMR Report, the
increasing consolidation of dealership groups will reduce disorderly competition and improve dealership
profitability. In terms of government policy, in The Guidance for the Development of the 12th Five-Year
Plan on Promotion of Automobile Circulation (BAMEERFMMAE T —H " BEMIEEZR)
promulgated by MOFCOM on December 2011, the top 100 automobile dealership groups are targeted to
achieve more than 30% of the market revenue. The guidance also targets for China to have 30 regional
dealership groups with turnover of over RMB10 billion and three to five dealership groups with turnover
of over RMB100 billion.
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APPLICABLE PRC LAWS AND REGULATIONS

The following is a summary of the PRC laws and regulations relating to the business operations of
our Group within the territory of the PRC:

Establishment, Operation and Management of a Wholly Foreign-Owned Enterprise

The establishment, operation and management of corporate entities in China are governed by the
Company Law of the PRC ({3 A R AL E A A]%) (the “PRC Company Law”), which was adopted
by the Standing Committee of the National People’s Congress (&H AN RMAFKEHHEZ EE) on 29
December 1993 and with effect from 1 July 1994. It was last amended on 27 October 2005 and with
effect from 1 January 2006. The PRC Company Law also applies to foreign-invested limited liability
companies. According to the PRC Company Law, where laws on foreign investment have other
stipulations, such stipulations shall prevail.

The establishment procedures, approval procedures, registered capital requirements, foreign
exchange, accounting practices, taxation and labor matters of a wholly foreign-owned enterprise are
regulated by the Wholly Foreign-owned Enterprise Law of the PRC (H#E A\ R ILFN B ANE > 37%) (the
“Wholly Foreign-owned Enterprise Law’), which was promulgated on 12 April 1986 and amended on
31 October 2000, and the Implementation Rules to the Wholly Foreign-owned Enterprise Law of the
PRC (¥ NRILFIEI AN G2 E AN H), which were promulgated on 12 December 1990 and
amended on 12 April 2001.

Investment in the PRC conducted by foreign investors and foreign-owned enterprises is governed
by the Catalogue of Industries for Guiding Foreign Investment (JMRif&E FE5EHEK) (the
“Catalogue”), which was amended and promulgated by the Ministry of Commerce of the PRC ("1 #E A
FC LB P 753 and the National Development and Reform Commission of the PRC (H1 #E A R 3t A1 ]
Bl KSR A2 B ) on 24 December 2011, with effect from 30 January 2012. The Catalogue
contains specific provisions guiding market access of foreign capital, stipulating in detail the rules of
entry according to the categories of encouraged industries, restricted industries and prohibited industries.
Industries not listed in the Catalogue are generally open to foreign investment unless specifically
prohibited or restricted by other PRC laws and regulations. The wholesale, retail and distribution of
automobiles, the retail of used vehicles, the maintenance and repair of motor vehicles as well as
insurance agency are not listed in the Catalogue, which means foreign investments are permitted to have
investments in these industries in accordance with PRC laws.

The PRC Automobiles Industry

On 20 March 2009, the State Council issued the Automobile Industry Restructuring and
Revitalisation Plan (7RHE AR B FHE]) (“Plan”), which clarified the areas of development of
the automobile industry and set up policy measures across multiple aspects of the automobile industry.
On 21 May 2004, the National Development and Reform Commission (“NDRC”) promulgated the
Policy on Development of Automotive Industry (VXHZEZEZFRIEK) (“Policy”), which was further
amended on 15 August 2009. The Policy contains provisions relating to, among other things, the PRC
automobile industry’s technology policies, structural adjustments, market access administration, trade
marks, product development, spare parts sales and other relevant sub-industries, distribution networks,
investment administration, import administration, and automobile consumption.

— 79 —



REGULATIONS

New Automobile Sales

The sale of new automobiles is subject to Measures for the Implementation of Management of
Automobile Brand Marketing (V<HL & kL6 85 4 B D F1%), which was promulgated on 25 February
2005 and with effect from 1 April 2005. Measures for the Implementation of Management of
Automobile Brand Marketing provide for two categories of automobile distributors, namely general
automobile distributors and automobile brand distributors. Foreign automobile manufacturers are
required to establish general automobile distributor in the PRC to distribute their automobiles and parts.
Automobile brand distributors are defined as the enterprises that are authorised by the automobile
suppliers (either automobile manufacturers or their general automobile distributors) and engaged in
automobile sales and service in form of automobile brand marketing.

In accordance with Measures for the Implementation of Management of Automobile Brand
Marketing, automobile supplier should submit relevant materials of the applicant for automobile brand
distributor who meet with the statutory requirements to the State Administration for Industrial and
Commercial (B% LH{TEUE #LAJS) for record and then the applicant for brand distributor should
make registration with the local administration for industrial and commercial on strength of the aforesaid
record documents. Furthermore, the automobile brand distributor that meets with the statutory
requirements and has obtained business licence should be put on record to the department of commerce
at the provincial level where it locates within two months from the date it obtained the business license.

Automobile Maintenance and Repair Services

According to PRC Regulations on Road Transport (% A [ A1 48 B 2 #i#4c f4]), which was
promulgated on 30 April 2004 and with effect from 1 July 2004 and was amended on 9 November 2012
and the amendments will take effect from 1 January 2013, anyone who applies to operate a road
transport station (site), motor vehicle maintenance and repair business or the training of motor vehicle
drivers shall apply to the local road transport authority at the county level for approval, obtain a Road
Transport License (#H B 484 7 vl #) and further go through the registration formalities with the
administration of industry and commerce on strength of the approval in accordance with relevant laws.
No motor vehicle maintenance and repair business operator may repair any discarded motor vehicle, or
refit any motor vehicle, without approval.

Pursuant to Provisions on the Administration of Motor Vehicle Maintenance (8B Ak B
7E), which was promulgated on 24 June 2005 and with effect from 1 August 2005, the business
operations of auto maintenance are classified into business operations of Grades I, II and III in light of
operational items and serving capabilities. Entities with different certificates for business operations are
entitled to undertake different types of maintenance and repairs.

Insurance Agency

We earn commission from insurance companies which provide policies to our customers on the
premise of our 4S dealership stores. As such, our business operations are subject to Interim Measures for
the Administration Of Concurrent-Business Insurance Agencies (ffF53EEMIEE T 1THE%), which
was promulgated on 4 August 2000 and with effect from the same date. According to Interim Measures
for the Administration of Concurrent-Business Insurance Agencies, the application for the qualification
of concurrent-business insurance agency and the modification of relevant contents shall be reported by

the principal insurance company to China Insurance Regulatory Commission (H B R E BB EMZE B
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) (hereinafter referred to as “CIRC”) for approval. CIRC shall issue a “License for Concurrent-
Business Insurance Agency” to each entity that is checked and approved to have obtained the
qualification for concurrent-business insurance agency.

Used Vehicle Sales

The sale of used vehicles is subject to Administrative Measures for the Circulation of Used
Vehicles (ZF-H i I L), which was promulgated on 29 August 2005 and with effect from 1
October 2005. Pursuant to Administrative Measures for the Circulation of Used Vehicles, the retailer
and broker of used vehicles must be legal person and must complete the registration formalities with the
local administrative department of industry and commerce according to relevant laws. In addition, the
entities that engage in the retail, brokerage, appraisal or evaluation of used vehicles and have obtained
corresponding business licenses must, within 2 months of obtaining their business license, submit their
information to the department of commerce at the provincial level for their records.

Automobile Loans

We obtain financing from banks and financial institutions for our operation, including for the
purchase of new automobiles to be sold to our customers. Our business operations are subject to the
Measures for the Administration of Automobile Loans (VX &3 BLH#I%), which was promulgated on
16 August 2004 and with effect from 1 October 2004. According to the Measures for the Administration
of Automobile Loans, loans granted to automobile distributors, the term shall not be longer than one
year and the automobile distributor who applies for an automobile loan shall be a legal person
possessing a valid business license, an annual review certificate issued by the administrative department
for industry and commerce and an automobile selling agent certificate issued by the automobile
manufacturer.

Automobile Recalls

According to Administrative Regulations on Recall of Defective Auto Products (i Ff 7<HLE i B
5] 4 PG 5]), which were promulgated on 22 October 2012 and with effect from 1 January 2013, require
the manufacturers or importers of automobile products must perform the duty of recalling the defective
automobile products that they have produced or imported and must bear the expenses for eliminating the
defects and the necessary transportation fees. The sellers, leaseholders, and repairers of automobile
products must assist the manufacturers in performing their recall duties. Furthermore, all automobile
dealers are required to report defects in automobiles and automobile-related products to both the relevant
automobile manufacturers and the PRC government authorities, and to fully cooperate with the
automobile manufacturers in the conduct of automobile recall activities and with the PRC government
authorities in any investigation thereto.

The Guarantees for Household Automobile

According to Provisions on the Liability for Repair, Replacement and Return of Household
Automotive Products (FHRHEEMBH - Hift - B EE(THE) (“3R Provisions”), which were
promulgated on 29 December 2012 and became effective on 1 October 2013, the liability for
guaranteeing repair, replacement and return of household automotive products (“Three Guarantees”)
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shall be assumed by the sellers of household automotive products. The sellers shall be entitled to the
right to seek compensation from the manufacturers or other dealers of household automotive products if
the liability is attributable to the manufacturers or other dealers.

The warranty repair period of household automotive products shall be the earlier of three years or
the time it takes to cover 60,000 kilometres. Whereas the validity period of the Three Guarantees is the
earlier of two years or the time it takes to cover 50,000 kilometres. The warranty repair period and the
validity period of the Three Guarantees commence at the date of issuance of purchase invoices.

With the certificate of Three Guarantees, consumers shall be entitled to repairs of household
automotive products free of charge (including hourly labour costs and materials costs) in the event that
product quality problems emerge during the warranty repair period.

If there is a product quality problem on any major parts of an engine or transmission within the
earlier of sixty days from issuance of purchase invoices or the time period needed to cover 3,000
kilometres, then the consumer may choose to have the engine or transmission replaced free of charge. If
there is a product quality problem on certain consumable spare parts within the quality guarantee period,
the consumer may choose to have such consumable spare parts replaced free of charge. The variety and
range and the length of the quality guarantee period of such consumable spare parts shall be expressly
stated in the certificate of Three Guarantees by the manufacturers, which shall conform to relevant
national standards or regulations, the detailed requirements of which shall be stipulated separately by the
General Administration of Quality Supervision.

In case of steering system failure, braking system failure, body cracking or fuel leak of household
automotive products within the earlier of sixty days from issuance of purchase invoices or the time
period needed to cover 3,000 kilometres, if the consumer chooses to have the household automotive
products replaced or returned, the seller shall be responsible for the replacement or return.

During the validity period of the Three Guarantees, if the consumer chooses to replace or return
the products under any of the following circumstances, the sellers shall be responsible for the
replacement or return:

(1) Where a serious safety performance failure is not eliminated or a new series safety
performance failure arises after two repairs within the validity period;

(2) Where, the engine and/or transmission continues to work abnormally after it or the main parts
have been repaired or replaced twice; or

(3) Where the major parts of the steering system, braking system, suspension system, front/rear
axle or the body continues to operate abnormally after two replacements for the same
problem.

In addition, during the validity period of the Three Guarantees, replacement of the automobile is
mandatory upon request by the consumer upon presentation of the certificate of the Three Guarantees
and purchase invoices where the product has undergone repairs for more than 35 days cumulatively or
has been repaired for more than five times in aggregate for the same product quality problem.
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For replacement or return in compliance with the 3R Provisions, consumers shall pay for the
compensation arising from the reasonable use of household automotive products with the exception of
those who are entitled to free replacement or return from the sellers as stipulated in the 3R Provisions.

During the warranty repair period and the validity period of the Three Guarantees, dealers may be
discharged from the Three Guarantees liability stipulated in the 3R Provisions for product quality
problems involved under any of the following circumstances: (i) the consumers have been informed in
writing of existing defects of the household automotive products purchased; (ii) the household
automotive products are used for rental services or other business operational purposes; (iii) damage
arising from the remodelling, readjustment and disassembling by the consumer of his own accord and
which are expressly forbidden in the instruction manuals; (iv) damage arising from the inadequate
disposition of product quality problems by the consumer of his own accord; (v) damage arising from the
failure of the consumer to properly use, maintain and repair the products in accordance with the
requirements of the instruction manuals; or (vi) damage arising from force majeure.

During the warranty repair period and the validity period of the Three Guarantees, dealers may be
discharged from the Three Guarantees liability stipulated in the 3R Provisions in the absence of effective
invoices and certificates of the Three Guarantees.

Anti-congestion

On 23 December 2010, Beijing Municipal People’s Government promulgated the Interim
Provisions of Beijing Municipality on the Regulation and Control of the Amount of Passenger Vehicles
AL T/ NFHEE Y 1T E), which became effective as at the same date. Pursuant to this
regulation and its implementation rules, the city imposes an annual quota on the issuance of new vehicle
registration plates. Potential automobile purchasers need to meet specific criteria and enter into a
monthly draw. Only candidates who have been allocated a plate in the draw can apply for registration of
their automobiles with the local vehicle administration authority in Beijing.

Taxation
Income Tax

According to the EIT Law, which was promulgated on 16 March 2007 and with effect from 1
January 2008, and the Implementation Rules to the Enterprise Income Tax Law (% A R 36 F1 8 4 2 i
BBUEE ) (the “Implementation Rules”), which was promulgated on 6 December 2007 and
with effect from 1 January 2008, the income tax for both domestic and foreign-invested enterprises is at
the same rate of 25%. Furthermore, resident enterprises, which refer to enterprises that are set up in
accordance with the PRC law, or that are set up in accordance with the law of the foreign country
(region) but with its actual administrative institution in the PRC, shall pay enterprise income tax
originating both within and outside the PRC. While non-resident enterprises that have set up institutions
or premises in the PRC shall pay enterprise income tax in relation to the income originating from the
PRC and obtained by their institutions or establishments, and the income incurred outside the PRC but
there is an actual relationship with the institutions or establishments set up by such enterprises. Where
non-resident enterprises that have not set up institutions or establishments in the PRC, or where
institutions or establishments are set up but there is no actual relationship with the income obtained by
the institutions or establishments set up by such enterprises, they shall pay enterprise income tax in
relation to the income originating from the PRC.
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Tax Collection for Share Transfer by Non-PRC Resident Enterprises

Pursuant to the Notice on Strengthening Administration of Enterprise Income Tax for Share
Transfers by Non-PRC Resident Enterprises ([ Z8015 48 5 B i N i IF & B A 35 I i i o8 i 15 4> 2 i 15
FBLEHYH) or SAT Circular 698, issued by the State Administration of Taxation on 10 December
2009 with retroactive effect from 1 January 2008, except for the purchase and sale of equity through a
public securities market, where a foreign investor transfers its indirect equity interest in a PRC resident
enterprise by disposing of its equity interests in an overseas holding company (an “Indirect Transfer”),
and such overseas holding company is located in a tax jurisdiction that: (i) has an effective tax rate less
than 12.5% or (ii) does not tax foreign income of its residents, the foreign investor shall report to the
competent tax authority of the PRC resident enterprise this Indirect Transfer. If the tax authority, upon
examining the nature of the Indirect Transfer, deems that the Indirect Transfer has no reasonable
commercial purpose other than to avoid PRC tax, the tax authority may disregard the existence of the
overseas holding company that is used for tax planning purposes and re-characterise the Indirect
Transfer.

Value-Added Tax

Pursuant to the Provisional Regulations on Value-added Tax of the PRC (H#& A [ 0[5 4 (B Bt
P17 491) last amended and promulgated on 10 November 2008 and with effect from 1 January 2009
and its implementation rules, all entities or individuals in the PRC engaging in the sale of goods, the
provision of processing services, repairs and replacement services, and the importation of goods are
required to pay value-added tax (“VAT”). The amount of VAT payable is calculated as “output VAT”
minus “input VAT”. The rate of VAT is 17% for those engaging in the sale or importation of goods
except as otherwise provided by paragraph (2) and paragraph (3) of Article 2 in the Provisional
Regulations on Value-added Tax of the PRC and is also 17% for those providing processing services,
repairs and replacement services.

Business Tax

Pursuant to Provisional Regulations of the PRC on Business Tax (' #E A R AL B & S5 B 1715
i), which was promulgated on 10 November 2008 and with effect from 1 January 2009, unit or
individual providing services as prescribed, transferring intangible assets or selling immovable properties
within the territory of the PRC are required to pay business tax. The turnover multiplied by the
prescribed tax rates shall be the business tax payable. And the tax rates range from 3% to 20%
according to different industries involved.

Urban Maintenance and Construction Tax as well as Education Surtax

According to Circular of the State Council on Unifying the System of Urban Maintenance and
Construction Tax and Education Surtax Paid by Domestic and Foreign-invested Enterprises and
Individuals ([0S B B iR 45— A 20 A SE RN RN 30 Ti 44k 8 2 B R 28078 2 B n ol &2 %8 1), which was
promulgated and with effect from 18 October 2010, from 1 December 2010, the Tentative Regulations
of the PRC on Urban Maintenance and Construction Tax promulgated in 1985 and the Tentative
Provisions on the Collection of Educational Surtax promulgated in 1986 by the State Council shall be
applicable to foreign-invested enterprises, foreign enterprises and individual foreigners.
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Pursuant to Tentative Regulations of the PRC on Urban Maintenance and Construction Tax (H'#E
N B R (B I i 44 R B BT AT 0 491), which was promulgated on 8 February 1985 and with effect
from 1985, and Circular of the State Administration of Taxation on Issues Concerning the Collection of
the Urban Maintenance and Construction Tax ([ %‘:{ﬁ?%&'@%Eﬁﬁi\ﬁmﬁﬁﬁﬁé@%ﬂ%@ﬁmﬂ%E"J?E%u),
which was promulgated on 12 March 1994 and with effect from 1 January 1994, any unit or individual
liable to consumption tax, value-added tax and business tax shall also be required to pay urban
maintenance and construction tax. Payment of urban maintenance and construction tax shall be based on
the consumption tax, value-added tax and business tax which a taxpayer actually pays and shall be made
simultaneously when the latter are paid. Furthermore, the rates of urban maintenance and construction
tax shall be 7%, 5% and 1% for a taxpayer in a city, in a county town or town and in a place other than
a city, county town or town respectively.

In accordance with Tentative Provisions on the Collection of Educational Surtax (Bl Z & 2 [t m
E‘Jﬁ%ﬁﬁﬁ%), which was last revised on 20 August 2005 and with effect from 1 October 2005, all units
and individuals who pay consumption tax, value-added tax and business tax shall also be required to pay
educational surtax in accordance with these Provisions. The educational surtax rate is 3% of the amount
of value-added tax, business tax and consumption tax actually paid by each unit or individual, and the
educational surtax shall be paid simultaneously with value-added tax, business tax and consumption tax.

Foreign Exchange Registration, Foreign Currency Exchange and Dividend distribution
Foreign Exchange Registration

Pursuant to Circular of SAFE on Foreign Exchange Issues Related to Equity Finance and Round-
Trip Investments by Domestic Residents through Offshore Special Purpose Vehicles (12 %4 HE 4 3 )5 B
A BE A JE B AR BT AMREIR H 2 ] RlE SOR ARG M S A B I RE 4 AT), which was promulgated
on 21 October 2005 and with effect from 1 November 2005, where domestic legal or natural person
residents intend to directly established or indirectly controlled an offshore enterprise (hereafter referred
to as “SPV”) for the purpose of carrying out offshore equity financing (including convertible bond
financing) with the assets or equity interests they hold in domestic enterprises, they are required to apply
to the competent administration of foreign exchange for foreign exchange registrations of offshore
investment prior to establishing or gaining control of an offshore SPV. Furthermore, when domestic
legal or natural person residents inject assets or equity they owns in a domestic enterprise into an SPV,
or carrying out offshore equity financing after injecting assets or equity into an SPV, they are required
to make amendment registration of the offshore investment-related foreign exchange to reflect the net
assets or equity they hold in the SPV, and the changes thereto. Besides, if an SPV becomes the subject
of material changes in capital, such as capital increase or reduction, equity transfer or swap, merger or
division, long-term equity or debt investment, provision of security to a third party, etc. and such
changes do not involve reverse investment, the domestic legal or natural person residents shall apply for
amendment registration of the offshore investment-related foreign exchange, or the filing with the
competent administration of foreign exchange within 30 days of the date of the occurrence of such
material changes.
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Foreign-invested enterprises established through round-tripping investments are prohibited from
paying profits overseas, making settlement, transferring shares, making capital reduction, recovering in
advance investment and the principal and interest of shareholder loans and other funds (including the
use of profits paid overseas in domestic reinvestment, capital increase, etc.) if domestic legal or natural
person residents fail to make the offshore investment-related foreign exchange registration as required.

Foreign currency exchange

The principal regulation governing foreign currency exchange in China is the Foreign Exchange
Administration Rules of the PRC (H#E A R ILFIE S HEE FEAEH]) (the “Foreign Exchange
Administration Rules”). Under these rules, which are last amended and promulgated on 5 August 2008
and with effect from the same date, Renminbi is generally freely convertible for payments of current
account items, such as trade and service-related foreign exchange transactions and dividend payments,
but not freely convertible for capital account items, such as capital transfer, direct investment,
investment in securities, derivative products or loans unless the prior approval by the competent
authorities for the administration of foreign exchange is obtained.

Under the Foreign Exchange Administration Rules, foreign-invested enterprises in the PRC may
purchase foreign exchange without the approval of SAFE for paying dividends by providing certain
evidencing documents (board resolutions, tax certificates, etc.), or for trade and services-related foreign
exchange transactions by providing commercial documents evidencing such transactions. They are also
allowed to retain foreign currency (subject to a cap approval by SAFE) to satisfy foreign exchange
liabilities.

Dividend distribution

Before the promulgation of EIT Law, the principal regulations governing the distribution of
dividends paid by wholly foreign-owned enterprises include the Wholly Foreign-owned Enterprise Law,
the FIE Tax Law and their respective Implementation Regulations.

Under these regulations, wholly foreign-owned enterprises in China may only pay dividends from
accumulated after-tax profit, if any, determined in accordance with PRC accounting standards and
regulations. And dividends paid to its foreign investors are exempt from withholding tax. However, this
exemption provision has been revoked by the EIT Law which prescribes a standard withholding tax rate
of 20% on dividends and other China-sourced passive income of non-resident enterprises. The
Implementation Rules reduced the rate from 20% to 10%, effective from 1 January 2008.

The PRC and the government of Hong Kong SAR signed the Arrangement Between the Mainland
of the PRC and Hong Kong SAR for the Avoidance of Double Taxation and the Prevention of Fiscal
Evasion with Respect to Taxes on Income ([AJHbFN 5 4 Al 47 I8 [ B 17 3 BT 45 6 2k G0 8 o B0BE A Bl 1
frlE AL ZPE) on 21 August 2006 (the “Arrangement”). According to the Arrangement, a 5%
withholding tax rate applies to dividends paid by a PRC company to a Hong Kong resident, provided
that such Hong Kong resident directly holds at least 25% of the equity interests of the PRC company. A
10% withholding tax rate applies to dividends paid by a PRC company to a Hong Kong resident if such
Hong Kong resident holds less than 25% of the equity interests of the PRC company.
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Furthermore, pursuant to the Circular of the State Administration of Taxation on Relevant Issues
relating to the Implementation of Dividend Clauses in Tax Treaty Agreements ([ ZBiH5 48 )= B it B4 T
b A o e S KA B T RELAY 48 ), which was promulgated and with effect from 20 February 2009, all
of the following requirements should be satisfied where a fiscal resident of the other party to the tax
agreement needs to be entitled to such tax agreement treatment as being taxed at a tax rate specified in
the tax agreement for the dividends paid to it by a Chinese resident company: (a) such a fiscal resident
who obtains dividends should be a company as provided in the tax agreement; (b) owner’s equity
interests and voting shares of the Chinese resident company directly owned by such a fiscal resident
reaches a specified percentage; and (c) the equity interests of the Chinese resident company directly
owned by such a fiscal resident, at any time during the twelve months prior to the obtainment of the
dividends, reaches a percentage specified in the tax agreement.

In addition, according to The Administrative Measures for Non-resident Enterprises to Enjoy
Treatments under Tax Treaties (Trial) {JF & R 2Bl & f5 8 8 B AL (GU1T) ) (“Administrative
Measures”) which came into force on 1 October 2009, where a non-resident enterprise (as defined
under the PRC tax laws) that receives dividends from a PRC resident enterprise wishes to enjoy the
favorable tax benefits under the tax arrangements, it shall submit an application for approval to the
competent tax authority. Without being approved, the non-resident enterprise may not enjoy the
favorable tax treatments provided in the tax treaties.

Shareholder Loans

Under existing PRC laws, rules and regulations, a foreign-invested enterprise may seek shareholder
loans from offshore investors. In such event, a foreign-invested enterprise must apply to SAFE or local
SAFE departments for foreign loan registration certificates and foreign exchange settlements. The
aggregate amount of such foreign loans must not exceed the margin between the total investment and
registered capital of such FIEs and shall be registered with the local SAFE bureau. The recipient of a
foreign loan must submit the foreign loan registration certificate to open and maintain a special foreign
exchange account with a SAFE-approved bank, and may then repay the foreign loan with its own
foreign exchange funds or by purchasing foreign exchange with RMB upon receiving SAFE approval.

Product Quality

The principal legal provisions governing product liability are set out in the Product Quality Law of
the PRC (% A R ILFNE 2 5 B &%) (the “Product Quality Law”), which was promulgated on 22
February 1993 and amended on 8 July 2000.

The Product Quality Law is applicable to all activities of production and sale of any product
within the territory of the PRC, and the producers and sellers shall be liable for product quality in
accordance with the Product Quality Law.

According to the Product Quality Law, consumers or other victims who suffer personal injury or
property losses due to product defects may demand compensation from the producer as well as the
seller. Where the responsibility for product defects lies with the producer, the seller shall, after settling
compensation, have the right to recover such compensation from the producer, and vice versa.
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Consumer Protection

The principal legal provisions for the protection of consumer interests are set out in the Consumer
Protection Law of the PRC ("3 A [ AN B0 1 2 5 #E 4 fR % %) (the “Consumer Protection Law”),
which was promulgated on 31 October 1993 and with effect from 1 January 1994 and was amended on
25 October 2013 and the amendments will take effect from 15 March 2014.

According to the Consumer Protection Law, the rights and interests of the consumers who buy or
use commodities for the purposes of daily consumption or those who receive services are protected and
all manufacturers and distributors involved must ensure that the products and services will not cause
damage to persons and properties.

Furthermore, consumers whose legitimate rights and interests are infringed upon in their
purchasing or using commodities are entitled to demand compensation from the sellers concerned. In
case the liability is on the manufacturers or other sellers who supply the commodities to the said sellers,
the said sellers shall, after paying the compensations, have the right to recover the compensations from
the manufacturers or the other sellers.

Competition Law

Competitions among the business operators are generally governed by the Law of the PRC for
Anti-Unfair Competition (H# AR ILFIE RN IEE #E51%) (the “Anti-Unfair Competition Law”),
which was promulgated on 2 September 1993 and with effect from 1 December 1993. According to the
Anti-Unfair Competition Law, when trading on the market, operators shall abide by the principles of
voluntariness, equality, fairness, honesty and credibility, and observe generally recognised business
ethics. And acts of operators which contravene the provisions of the Anti-Unfair Competition Law, with
a result of damaging the lawful rights and interests of other operators, and disturbing the socio-economic
order shall constitute unfair competition. Where an operator commits unfair competition in contravention
of the provisions of the Anti-Unfair Competition Law and causes damage to another operator, it or he
shall bear the responsibility for compensating for the damages.

Anti-Monopoly Law

Pursuant to the Anti-Monopoly Law of the PRC (*#£ A\ [ 31 [ [ BEE %) (the ““Anti-Monopoly
Law”), which was promulgated on 30 August 2007 and with effect from 1 August 2008, operators are
prohibited from entering into monopoly agreements to fix or change the price of commodities, to limit
the production or sale volume of commodities, to divvy up the sales or materials market, to restrict the
purchase of new technology or new equipment or prevent the development thereof, to boycott making
transactions and so on. Where an operator violates the Anti-Monopoly Law by entering into and
implementing a monopoly agreement, the anti-monopoly law enforcement authorities shall order a halt
to illegal activities, confiscate illegal earnings, and impose a fine of between of between 1 and 10
percent of the previous year’s sales volume; if the monopoly agreement had been entered into but had
not yet been implemented, a fine of no more than RMB500,000 shall be imposed. Where an operator
reports, on its own initiative, a monopoly agreement entered into by said operator to the anti-monopoly
law enforcement authorities as well as providing key evidence, the anti-monopoly law enforcement
authorities may consider a lighter fine, or forgo a fine altogether.
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Property Rights

Pursuant to Real Rights Law of the PRC ("3 A R ILF B ¥ #ETL), which was promulgated on 16
March 2007 and with effect from 1 October 2007, the real rights of the State, collectives, individuals or
any other rights holder shall be protected by law, and no entity or individual may infringe upon these
rights. The categories of real rights and their contents shall be prescribed by law. The creation,
alteration, transfer or termination of a real right of an immovable shall be subject to registration in
accordance with the law. The creation or transfer of a real right of a movable shall be delivered in
accordance with the law.

In accordance with Administrative Measures for the Lease of Commercial Buildings (7 5 &l
B PHHE), which was promulgated on 1 December 2010 and with effect from 1 February 2011, the
parties to a house lease shall file the lease contract with the competent construction (real estate)
departments of the municipalities directly under the central government, cities and counties where the
house is located within 30 days after the lease contract is entered into. And the competent authorities
shall urge those who failed to make corrections within a specified time limit, and would impose a fine
no more than RMB1,000 on individuals who fail to make corrections within the specified time limit, and
a fine no less than RMB1,000 but no more than RMB10,000 on entities which fail to make corrections
within the specified time limit.

Intellectual Property Rights
Trademark

Pursuant to the Trademark Law of the PRC (*H#E A RILAIE pGIZL) (the “Trademark Law”),
which was promulgated on 23 August 1982 with effect from 1 March 1983 and was last amended on 30
August 2013 and such amendments will take effect from 1 May 2014, the right to exclusive use of a
registered trademark shall be limited to trademarks which have been approved for registration and to
goods for which the use of trademark has been approved. The period of validity of a registered
trademark shall be ten years, counted from the day the registration is approved.

Domain Name

Pursuant to the Measures for the Administration of Internet Domain Names of China (% Bl & % 44
W4 5 PEHEY), which was promulgated on 5 November 2004 and effective from 20 December 2004,
“domain name” shall refer to the character mark of hierarchical structure, which identifies and locates a
computer on the internet and corresponds to the Internet protocol (IP) address of that computer. After
completing the domain name registration, the applicant becomes the holder of the domain name
registered by him/it.

Environmental Protection

According to the Environmental Protection Law of the PRC ("% A\ R ILFIEBR BT AETL) (the
“Environmental Protection Law”), which was promulgated and with effect from 26 December 1989:
any entity that discharges pollutants must establish environmental protection rules and adopt effective
measures to control or properly treat waste gas, waste water, waste residues, dust, malodorous gases,
radioactive substances, noise, vibration and electromagnetic radiation and other hazards it produces; any
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entity that discharges pollutants must report to and register with the relevant environmental protection
authorities; and any entity that discharges pollutants in excess of the prescribed national or local
standards must pay a fee therefor.

The Ministry of Environmental Protection of the PRC Government authorities shall impose
different penalties on persons or enterprises in violation of the Environmental Protection Law depending
on the individual circumstances and the extent of contamination. Such penalties include warnings, fines,
decisions to impose deadlines for cure, orders to stop production, orders to re-install contamination
prevention and cure facilities which have been removed or left unused, imposition of administrative
actions against relevant responsible persons, or orders to close down those enterprises or authorities.

Prevention and Control of Water Pollution

Pursuant to Law of the PRC on Prevention and Control of Water Pollution (*#E A R ALHIE KI5
JLBiR7%), which was last revised on 28 February 2008 and with effect from 1 June 2008, the State
adopts license system for pollutant discharge. Enterprises and institutions that discharge industrial waste
water or medical treatment sewage directly or indirectly into a water body, as well as other enterprises
and institutions that can discharge waste water or sewage only after obtaining license for pollutant
discharge shall obtain license for pollutant discharge.

Prevention and Control of Atmosphe