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IMPORTANT NOTICE NOT FOR DISTRIBUTION IN THE UNITED STATES

You must read the following disclaimer before continuing. The following disclaimer applies to
the document following this page and you are therefore advised to read this disclaimer carefully before
accessing, reading or making any other use of the attached document. In accessing the attached
document, you agree to be bound by the following terms and conditions, including any modifications to
them from time to time, each time you receive any information from us as a result of such access.

You acknowledge that the attached document and the information contained therein are
strictly confidential and intended for you only. You are not authorized to and you may not forward or
deliver the attached document, electronically or otherwise, to any other person or reproduce such
document in any manner whatsoever, nor may you disclose the information contained in the attached
document to any third-party or use it for any other purpose. Any forwarding, distribution, publish or
reproduction of the attached document in whole or in part or disclosure of any information
contained therein or any use of such information for any other purpose is unauthorized. Failure to
comply with this directive may result in a violation of the securities laws of applicable jurisdictions.

Nothing in this electronic transmission constitutes an offer to sell or a solicitation of an offer to buy
any securities in any jurisdiction where it is unlawful to do so. The securities referred to in the attached
document have not been and will not be registered under the U.S. Securities Act of 1933, as amended (the
“Securities Act”), or under any securities laws of any state or other jurisdiction of the United States and
may not be offered, sold, resold, transferred or delivered, directly or indirectly, within the United States
except pursuant to an applicable exemption from the registration requirements of the Securities Act and
in compliance with any applicable securities laws of any state or other jurisdiction of the United States.

CONFIRMATION OF YOUR REPRESENTATION: IN ORDER TO BE ELIGIBLE TO VIEW
THE ATTACHED DOCUMENT, INVESTORS MUST COMPLY WITH THE FOLLOWING
PROVISIONS. YOU HAVE BEEN SENT THE ATTACHED DOCUMENT ON THE BASIS THAT YOU
HAVE CONFIRMED TO BOCI ASIA LIMITED AND HAITONG INTERNATIONAL SECURITIES
COMPANY LIMITED (THE “INITIAL PURCHASERS”) THAT YOU (I) ARE A NON-U.S. PERSON,
ARE OUTSIDE THE UNITED STATES AND, TO THE EXTENT YOU PURCHASE THE SECURITIES
DESCRIBED IN THE ATTACHED DOCUMENT, YOU WILL BE DOING SO IN AN OFFSHORE
TRANSACTION IN COMPLIANCE WITH REGULATION S; AND (II) CONSENT TO DELIVERY BY
ELECTRONIC TRANSMISSION.

If you have gained access to this transmission contrary to the foregoing restrictions, you will be
unable to purchase any of the securities described therein.

This document has been made available to you in electronic form. You are reminded that documents
transmitted via this medium may be altered or changed during the process of transmission and
consequently none of the Initial Purchasers or any person who controls it or any of their respective
directors, employees, representation or affiliates accepts any liability or responsibility whatsoever in
respect of any difference between the document distributed to you in electronic format and the hard copy
version.

You are responsible for protecting against viruses and other destructive items. Your receipt of this
electronic transmission is at your own risk and it is your responsibility to take precautions to ensure that
it is free from viruses and other items of a destructive nature.



OFFERING MEMORANDUM

ZHONGSHENG GROUP HOLDINGS LIMITED

(incorporated in the Cayman Islands with limited liability)

RMB1,250,000,000 4.75% Senior Notes due 2014
Issue Price: 100 %

Zhongsheng Group Holdings Limited (the “Company”), incorporated in the Cayman Islands with limited liability, is offering
RMB1,250,000,000 aggregate principal amount of 4.75% Senior Notes due 2014 (the “Notes”). The Notes will bear interest at the
rate of 4.75% per year and will mature on April 21, 2014. The Notes are senior obligations of the Company.

The Notes are denominated in Renminbi and will be settled in RMB. Based on a face value of RMB500,000 of each Note and
an issue price of 100%, the settlement amount payable with respect to each Note is RMB500,000. Upon maturity of the Notes on
April 21, 2014, we will pay to each holder of the Notes the aggregate principal amount of the Notes held by such holder (plus
accrued and unpaid interest, if any) in RMB.

The Company may redeem all but not less than all of the Notes at the principal amount (plus accrued and unpaid interest, if
any) upon certain changes in tax law. For a more detailed description of the redemption of the Notes, see “Description of the Notes.”
Upon the occurrence of a Change of Control Trigger Event (as defined in “Description of the Notes” herein), the Company must
make an offer to repurchase all Notes outstanding at a purchase price equal to 101% of their principal amount, plus accrued and
unpaid interest, if any, to the date of repurchase.

The Notes will be senior unsecured obligations of the Company guaranteed by our existing subsidiaries (the “Subsidiary
Guarantees™) other than our subsidiaries organized under the laws of the People’s Republic of China and certain other
Non-Guarantor Subsidiaries (as defined in “Description of the Notes” herein) and will rank equally in right of payment with all of
the Company’s unsecured, unsubordinated indebtedness (subject to any priority rights pursuant to applicable law). The Notes will
also be effectively subordinated to the Company’s secured indebtedness to the extent of assets serving as security for such secured
indebtedness.

Investing in the Notes involves significant risks. See “Risk Factors” beginning on page 25 for a discussion of factors
that you should consider carefully before investing in the Notes.

Approval in-principle has been received for the listing of the Notes on the Singapore Exchange Securities Trading Limited
(the “SGX-ST”). The SGX-ST assumes no responsibility for the correctness of any of the statements made or opinions expressed or
reports contained in this offering memorandum. Admission of the Notes to the Official List of the SGX-ST is not to be taken as an
indication of the merits of the Company, the Subsidiary Guarantors or the Notes.

The Notes have not been, and will not be, registered under the United States Securities Act of 1933, as amended (the
“Securities Act”). The Notes may not be offered, sold, pledged or otherwise transferred in the United States, except pursuant to an
exemption from, or in a transaction not subject to, the registration requirements of the Securities Act. The Notes are being offered
and sold by the Initial Purchasers only outside the United States in compliance with Regulation S under the Securities Act. For a
description of certain restrictions on resale or transfer, see “Transfer Restrictions.”

The Notes will be represented by one or more global notes (each a “Global Note”) in registered form without interest
coupons, which will be lodged with a sub-custodian for the Central Moneymarkets Unit Service (“CMU”), the book-entry clearing
system operated by the Hong Kong Monetary Authority (“HKMA”). The Global Note will be exchangeable for definitive notes in
the denomination of RMB500,000 and integral multiples of RMB 10,000 in excess thereof in the limited circumstances set out in it.
See “Description of the Notes”. We are not regulated by the HKMA or the Securities and Futures Commission of Hong Kong. It is
expected that delivery of the Global Note will be made on or about April 21, 2011 or such later date as may be agreed by us and the
Initial Purchasers (as defined in “Plan of Distribution™).

Global Co-ordinator
BOC INTERNATIONAL
Joint Bookrunners and Joint Lead Managers
BOC INTERNATIONAL HAITONG INTERNATIONAL

April 14, 2011



Zhongsheng Group Holdings Limited (the “Company” or

“we”) has not authorized anyone to

provide you with information that is different from what is contained in this offering memorandum, and
the Company takes no responsibility for any other information that others may give you. Any information
or representation not made in this offering memorandum must not be relied on by you as having been
authorized by the Company or the Initial Purchasers (as defined in “Plan of Distribution” herein), any of
their respective directors, officers or representatives, or any other person or party involved in the offering

memorandum.
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IMPORTANT INFORMATION

This offering memorandum does not constitute an offer to sell or a solicitation of an offer to buy in
any jurisdiction to any person to whom it is unlawful to make the offer or solicitation in such jurisdiction.
Neither the delivery of this offering memorandum nor any sale made hereunder shall, under any
circumstances, create any implication that there has been no change in our affairs since the date of this
offering memorandum or that the information contained in this offering memorandum is correct as of any
time after that date.

IN CONNECTION WITH THIS OFFERING, BOCI ASTIA LIMITED, AS THE STABILIZING
MANAGER, OR ANY PERSON ACTING FOR IT, MAY PURCHASE AND SELL THE NOTES IN
THE OPEN MARKET. THESE TRANSACTIONS MAY, TO THE EXTENT PERMITTED BY
APPLICABLE LAWS AND REGULATIONS, INCLUDE SHORT SALES, STABILIZING
TRANSACTIONS AND PURCHASES TO COVER POSITIONS CREATED BY SHORT SALES.
THESE ACTIVITIES MAY STABILIZE, MAINTAIN OR OTHERWISE AFFECT THE MARKET
PRICE OF THE NOTES. AS A RESULT, THE PRICE OF THE NOTES MAY BE HIGHER THAN
THE PRICE THAT OTHERWISE MIGHT EXIST IN THE OPEN MARKET. IF THESE
ACTIVITIES ARE COMMENCED, THEY MAY BE DISCONTINUED AT ANY TIME AND MUST
IN ANY EVENT BE BROUGHT TO AN END AFTER A LIMITED TIME. THESE ACTIVITIES
WILL BE UNDERTAKEN SOLELY FOR THE ACCOUNT OF BOCI ASIA LIMITED, AS THE
STABILIZING MANAGER, AND NOT FOR OR ON BEHALF OF THE COMPANY.

The Company, having made all reasonable inquiries, confirms that: (i) this offering memorandum
contains all information with respect to it, its subsidiaries and affiliates referred to in this offering
memorandum and the Notes that is material in the context of the issue and offering of the Notes; (ii) the
statements contained in this offering memorandum relating to it, its subsidiaries and affiliates are in every
material respect true and accurate and not misleading; (iii) the opinions and intentions expressed in this
offering memorandum with regard to it, its subsidiaries and affiliates are honestly held, have been
reached after considering all relevant circumstances and are based on reasonable assumptions; (iv) there
are no other facts in relation to them, their subsidiaries and affiliates, the Notes, the omission of which
would, in the context of the issue and offering of the Notes, make this offering memorandum, as a whole,
misleading in any material respect; and (v) the Company has made all reasonable enquiries to ascertain
such facts and to verify the accuracy of all such information and statements. The Company accepts
responsibility accordingly.

This offering memorandum is provided solely for the purpose of enabling you to consider a purchase
of the Notes. You should read this offering memorandum before making a decision regarding whether or
not to purchase the Notes. You must not use this offering memorandum for any other purpose or disclose
any information in this offering memorandum to any other person. This offering memorandum is personal
to each prospective investor and does not constitute an offer to any other person or to the public generally
to purchase or otherwise acquire the Notes.

Notwithstanding anything to the contrary contained herein, a prospective investor (and each
employee, representative, or other agent of a prospective investor) may disclose to any and all persons,
without limitation of any kind, the tax treatment and tax structure of the transactions described in this
offering memorandum and all materials of any kind that are provided to the prospective investor relating
to such tax treatment and tax structure. This authorization of tax disclosure is retroactively effective to
the commencement of discussions with prospective investors regarding the transactions contemplated
herein.



The Company has prepared this offering memorandum, and it is solely responsible for its contents.
Each person receiving this offering memorandum acknowledges that such person has not relied on the
Initial Purchasers named in “Plan of Distribution” or any other person affiliated with the Initial
Purchasers in connection with its investigation of the accuracy of such information or its investment
decision. By purchasing the Notes, you will be deemed to have acknowledged that you have made certain
acknowledgements, representations and agreements as set forth under the “Transfer Restrictions” and
“Plan of Distribution” sections below.

No representation or warranty, express or implied, is made by the Initial Purchasers, the Trustee,
Registrar and CMU Lodging and Paying Agent (as all defined in “Description of the Notes”) or any of
their respective affiliates or advisors as to the accuracy or completeness of the information set forth
herein, and nothing contained in this offering memorandum is, or shall be relied upon as, a promise or
representation, whether as to the past or the future. The Initial Purchasers, the Trustee, Registrar and
CMU Lodging and Paying Agent (as defined herein) have not independently verified any of the
information contained in this offering memorandum and assume no responsibility for its accuracy or
completeness.

Each person receiving this offering memorandum acknowledges that: (i) such person has been
afforded an opportunity to request the Company and to review, and has received, all additional
information considered by it to be necessary to verify the accuracy of, or to supplement, the information
contained herein; (ii) such person has not relied on the Initial Purchasers or any person affiliated with the
Initial Purchasers in connection with any investigation of the accuracy of such information or its
investment decision; and (iii) no person has been authorized to give any information or to make any
representation concerning us, our subsidiaries and affiliates, the Notes (other than as contained herein
and information given by our duly authorized officers and employees in connection with investors’
examination of us and the terms of the offering of the Notes) and, if given or made, any such other
information or representation should not be relied upon as having been authorized by us or the Initial
Purchasers.

The Company is not, and the Initial Purchasers are not, making an offer to sell the Notes in any
jurisdiction except where an offer or sale is permitted. The distribution of this offering memorandum and
the offering of the Notes may in certain jurisdictions be restricted by law. Persons into whose possession
this offering memorandum comes are required by the Company and the Initial Purchasers to inform
themselves about and to observe any such restrictions. For a description of the restrictions on offers, sales
and resales of the Notes and distribution of this offering memorandum, see the “Transfer Restrictions”
and “Plan of Distribution” sections below.

This offering memorandum summarizes certain material documents and other information, and the
Company refers you to them for a more complete understanding of what we discuss in this offering
memorandum. In making an investment decision, you must rely on your own examination of us and the
terms of the offering, including the merits and risks involved. We are not making any representation to
you regarding the legality of an investment in the Notes by you under any legal, investment or similar
laws or regulations. You should not consider any information in this offering memorandum to be legal,
business or tax advice. You should consult your own attorney, business adviser and tax adviser for legal,
business and tax advice regarding an investment in the Notes.

The Company reserves the right to withdraw the offering of Notes at any time, and the Initial
Purchasers reserve the right to reject any commitment to purchase the Notes in whole or in part and to
allot to any prospective purchaser less than the full amount of the Notes sought by such purchaser. The
Initial Purchasers and certain related entities may acquire for their own account a portion of the Notes.



CERTAIN DEFINITIONS, CONVENTIONS AND CURRENCY PRESENTATION

This offering memorandum has been prepared using a number of conventions, which you should
consider when reading the information contained herein. Other than “Description of the Notes,” when we
use the terms “we,” “us,” “our,” and words of similar import, we are referring to Zhongsheng Group
Holdings Limited, the “Company” itself, or to the Company and its consolidated subsidiaries, as the
context requires. References to the “Group” are to the Company and its subsidiaries or any of them, or
where the context so requires, in respect of the period before our Company became the holding company

of the present subsidiaries, the present subsidiaries of our Company.

Market data and certain industry forecast and statistics in this offering memorandum have been
obtained from both public and private sources, including market research, publicly available information
and industry publications. Although we believe this information to be reliable, it has not been
independently verified by us or the Initial Purchasers or their directors and advisors, and neither we, the
Initial Purchasers nor our or their respective directors and advisors make any representation as to the
accuracy or completeness of that information. In addition, third-party information providers may have
obtained information from market participants and such information may not have been independently
verified.

In this offering memorandum, all references to “US$” and “U.S. dollars” are to United States
dollars, the official currency of the United States of America (the “United States” or “U.S.”); and all
references to “RMB” or “Renminbi” are to Renminbi, the official currency of the People’s Republic of
China (the “PRC”). We record and publish our financial statements in Renminbi.

References to “PRC” and “China,” for the purposes of this offering memorandum, are to the
People’s Republic of China which, except where the context otherwise requires, does not include Taiwan,
Hong Kong and Macau Special Administrative Regions. “PRC government” or “State” means the central
government of the PRC, including all political subdivisions (including provincial, municipal and other
regional or local governmental entities) and instrumentalities thereof, or, where the context requires, any
of them.

Totals presented in this offering memorandum may not tally correctly due to the rounding of
numbers.



PRESENTATION OF FINANCIAL INFORMATION

We have included certain EBITDA information in this offering memorandum. EBITDA for any year
consists of profit for the year less interest income and plus interest expense, taxation, depreciation and
amortization. EBITDA is not a standard measure under HKFRS. EBITDA is a widely used financial
indicator of a company’s ability to service and incur debt. EBITDA should not be considered in isolation
or construed as an alternative to cash flows, net income or any other measure of performance or as an
indicator of our operating performance, liquidity, profitability or cash flows generated by operating,
investing or financing activities. In evaluating EBITDA, we believe that investors should consider, among
other things, the components of EBITDA such as sales and operating expenses and the amount by which
EBITDA exceeds capital expenditures and other charges. We have included EBITDA because we believe
it is a useful supplement to cash flow data as a measure of our performance and our ability to generate
cash flow from operations to cover debt service and taxes. EBITDA presented herein may not be
comparable to similarly titled measures presented by other companies. Investors should not compare our
EBITDA to EBITDA presented by other companies because not all companies use the same definition.
Interest expense excludes amounts capitalized. EBITDA margin is calculated by dividing EBITDA by the
amount of revenue for the relevant years.



FORWARD-LOOKING STATEMENTS

This offering memorandum contains forward-looking statements, including, without limitation,
words and expressions such as “expect,” “believe,” “plan,” “intend,” “aim,” “estimate,” “project,”
“anticipate,” “seek,” “predict,” “may,” “should,” “will,” “would” and “could” or similar words or
statements, in particular, in the “Business” and “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” sections in this offering memorandum in relation to future events,
our future financial, business or other performance and development, strategy, plans, objectives, goals
and targets, the future development of our industry and the future development of the general economy of
our key markets and globally.
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These statements are based on numerous assumptions regarding our present and future business
strategy and the environment in which we will operate in the future. These forward-looking statements
reflecting our current views with respect to future events are not a guarantee of future performance and
are subject to certain risks, uncertainties and assumptions, including the risk factors described in this
offering memorandum and the following:

o future development, trends and conditions in our industry;

. changes in our expansion plans and estimated capital expenditures;
. our business prospects;
. the competitive markets for our products and services and the actions and development of our

competitors and automakers;

. our ability to purchase automobiles from automakers, and the ability of automakers to deliver
such automobiles to us in a timely manner;

. our relationship with automakers and suppliers of automotive parts;

o financial condition and performance;

J general political and economic conditions, including those related to the PRC;
o cost fluctuations;

. interest rate movements;

. effect of the earthquake and tsunami in Japan in March 2011,

. exchange rate fluctuations and developing legal systems, in each case pertaining to the PRC
and the industry and markets in which we operate;

. regulations and restrictions, including environmental regulations;
d macroeconomic measures taken by the PRC government to manage economic growth; and
. our ability to successfully implement our business plan and strategies.



This list of important factors is not exhaustive. Additional factors that could cause the actual results,
performance or achievements to differ materially include, but are not limited to, those discussed under
“Risk Factors.” When evaluating any statement made in this offering memorandum, you should carefully
consider the foregoing factors and other uncertainties and events, especially in light of the political,
economic, social and legal environment in which we operate. We do not make any representation,
warranty or prediction that the results anticipated by such forward-looking statements will be achieved,
and such forward-looking statements represent, in each case, only one of many possible scenarios and
should not be viewed as the most likely or standard scenario.

Subject to the requirements of applicable laws, rules and regulations, we do not have any obligation
to update or otherwise revise the forward-looking statements in this offering memorandum, 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 offering memorandum
might not occur in the manner we expect, or at all. Accordingly, you should not place undue reliance on
any forward-looking information.

In this offering memorandum, statements of or references to our intentions or those of any of our
directors are made as of the date of this offering memorandum. Any such intentions may change in light
of future developments.
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“Cayman Companies Law” ... ...

“Charming Elements” . ... ......

“Companies Ordinance” ........

“Country Vantage” . ...........

DEFINITIONS

All China Marketing Research Co., Ltd., an independent
specialist Chinese market research company

a Chinese passenger car market research report prepared by
ACMR in March 2011

Aotong Rui Pai Company Limited, a limited liability company
incorporated in Hong Kong

Aston Orient Ltd., a limited liability company incorporated in the
BVI on November 12, 2007, currently wholly-owned by Mr.
Huang Yi

BetterLife International Motor Co., Ltd, a limited liability
company incorporated in Hong Kong

Beverly Stars Enterprises Ltd., a limited liability company
incorporated in the BVI on September 24, 2007, currently
wholly-owned by Mr. Huang Yi

Billion Great Corporation Limited (“f&HEA R/ F™), a limited
liability company incorporated in Hong Kong on November 21,
2007, currently an indirect wholly-owned subsidiary of our
Company

Blue Natural Development Ltd., a limited liability company
incorporated in the BVI on October 16, 2007, currently 37.7%
owned by Vest Sun and 62.3% owned by Light Yield

Bright Friends International Limited, a limited liability company
incorporated in the BVI on March 22, 2007, currently an indirect
wholly-owned subsidiary of our Company

the British Virgin Islands

B&L Motor Holding Co., Ltd., a limited liability company
incorporated in the BVI

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

Charming Elements Holdings Ltd., a limited liability company
incorporated in the BVI on October 16, 2007, currently an
indirect wholly-owned subsidiary of our Company

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

Country Vantage Limited (“BIFIA R F]”), a limited liability
company incorporated in Hong Kong, currently an indirect
wholly-owned subsidiary of our Company



“Dalian Xinshengrong” ........

“Dalian Yinghe” . . ............

“Dalian Yuzeng” .............

“Elegance Extreme” . ..........

“Famous Great” . .............

“Fujian Yurong” .. ............

“General Atlantic” ............

“Hokuryo Holdings” . . ... ......

“Hokuryo (Hong Kong)” .. ......

“Hokuryo International” . .......

“Hong Kong Stock Exchange”

“Independent Third Party” ......

Dalian Xinshengrong New Industrial Co., Ltd. (“ K% 8 B4 0 &
FAR2AH]), a limited liability company incorporated in the
PRC on April 12, 2007, currently an indirect wholly-owned
subsidiary of our Company

Dalian Yinghe Automobile Group Limited (““J& % % A1 5 514 5]
A BRZF]”), a limited liability company incorporated in the PRC,
currently a non wholly-owned subsidiary of our Group

Dalian Yuzeng Industrial Co., Ltd. (“KE G EEAG R A),a
limited liability company incorporated in the PRC on 22 January
2008, a holding company of four 4S dealerships, including one
which is under construction, and currently an indirect
wholly-owned subsidiary of our Company

Elegance Extreme International Limited, a limited liability
company incorporated in the BVI on December 6, 2007

Famous Great International Limited, a limited liability company
incorporated in the BVI, currently an indirect wholly-owned
subsidiary of our Company

Fujian Yurong Trade Limited (“t&EEBEE 5 AW AF), a
limited liability company incorporated in the PRC, currently an
indirect wholly-owned subsidiary of our Company

General Atlantic Partners (Dalian), L.P., a Bermuda exempted
limited partnership. General Atlantic is an investment entity in
the General Atlantic private equity group, a global growth equity
firm founded in the U.S. in 1980

Hokuryo Holdings Company Limited (“Jt 24 B A BR/A F]”), an
investment holding company incorporated in Hong Kong on
February 11, 1993, currently an indirect wholly-owned subsidiary
of our Company

Hokuryo (Hong Kong) Company Limited (“JtZ (&) A FRA
F]”), an investment holding company incorporated in Hong Kong
on September 1, 1997, currently an indirect wholly-owned
subsidiary of our Company

Hokuryo International Limited (“JtZEBIFXAFR/AA”), an
investment holding company incorporated in the BVI on
September 27, 2007, currently an indirect wholly-owned
subsidiary of our Company

The Stock Exchange of Hong Kong Limited

a person or company that is not connected with any member of our
Group, the directors, the chief executives and the substantial
shareholders of our Company or subsidiaries and their respective
associates



“Join Billion” . .. .............

“Light Yield” .. ......... .. ...

“Ministry of Transport” . .......

“MOFCOM” or “MOFTEC” .. ...

“NDRC” ... ... ... ... ... ... ...

“New Wing” ......... .. .. ...

“Noble Villa” . . ..............

“Olympia Well” .. ... ... ...

“Reaper Global” . ............

“SAFE” . ... . oo

“Snatch Prize” .. .............

“State Council” . .............

“Super Charm™ ..............

“VestSun” . .................

“Well Snape” .. ..............

CWIT” oo

Join Billion Development Ltd., a limited liability company
incorporated in the BVI

Light Yield Ltd., a limited liability company incorporated in the
BVI on October 17, 2007, currently wholly-owned by Mr. Huang
Yi

the PRC Ministry of Transport

the PRC Ministry of Commerce, or its predecessor the Ministry of
Foreign Trade and Economic Cooperation, as appropriate to the
context

National Development and Reform Commission of the PRC

New Wing Enterprises Limited, a limited liability company
incorporated in the BVI, currently a non wholly-owned subsidiary
of our Group

Noble Villa Investments Ltd., an investment holding company
incorporated in the BVI on July 23, 2008, currently a
wholly-owned subsidiary of our Group

Olympia Well Limited (“BEAFAFRAF”), a limited liability
company incorporated in Hong Kong on November 20, 2007,
currently an indirect wholly-owned subsidiary of our Company

Reaper Global Limited, a limited liability company incorporated
in the BVI, currently an indirect wholly-owned subsidiary of our
Company

the PRC State Administration of Foreign Exchange

Snatch Prize Limited, a limited liability company incorporated in
Hong Kong on January 10, 1984, an Independent Third Party

the State Council of the PRC

Super Charm Limited (“#AMRAR]”), a limited liability
company incorporated in Hong Kong on November 21, 2007,
currently an indirect wholly-owned subsidiary of our Company

Vest Sun Ltd., a limited liability company incorporated in the BVI
on September 18, 2007, currently wholly-owned by Mr. Li
Guoqiang

Well Snape Holdings Limited, a limited liability company
incorporated in the BVI on November 1, 2007, currently an
indirect wholly-owned subsidiary of our Company

WIT Thrive Limited, a limited liability company incorporated in

the BVI, currently an indirect wholly-owned subsidiary of our
Company
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“World wide” . . . .............

“WTO” ...

“Zhongsheng Holdings” . .......

“Zhongsheng International” ... ..

“Zhongsheng Tacti” . ..........

Worldwide Channel International Limited (“7 4548 B A BR
/3 7]”), a limited liability company incorporated in Hong Kong,
currently a non wholly-owned subsidiary of our Group

the World Trade Organization

Zhongsheng Holdings Company Limited (" F4E B A R A A7),
a limited liability company incorporated in Hong Kong on
October 22, 1996, currently an indirect wholly-owned subsidiary
of our Company

Zhongsheng International Limited (“HJFEIMEARAF"), a
limited liability company incorporated in the BVI on June 11,
2003, currently an indirect wholly-owned subsidiary of our
Company

Zhongsheng Tacti Auto Service (Dalian) Co., Ltd. (“* F} % i
RHEMRY (K#E) AR/ H]”), a foreign investment enterprise
incorporated in the PRC on July 27, 2009, in which Zhongsheng
Holdings holds a 50% interest
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GLOSSARY

This glossary contains certain definitions of automakers, automobile brands and technical terms
used in this offering memorandum in connection with our Company and our business. As such, some
terms and definitions may not correspond to standard industry definitions or usage of such terms.

4S dealership . ...............

automobile accessory
exhibition center . . . .........

DF-Nissan . .................

FAW-Audi ......... ... ... ...

FAW-Toyota . .. ..............

FJ-Diamler .................

a dealership authorized to sell the products of a single brand of
automobiles. Such dealership integrates four standard
automobile-related businesses: sales, spare parts, service and
survey, among which survey refers to the function of collecting
market information for the automakers in order for the
automakers to adjust their marketing strategies accordingly. In
China, the majority of automobiles are retailed through 4S
dealerships.

refers to Audi AG and FAW-Audi collectively

dedicated automobile accessory display and sales center or
showroom

compound annual growth rate

the consents, permits and approvals for development, including
construction permits necessary for the development of properties
in the PRC

the brand of automobiles manufactured by the PRC joint venture
corporation, Dongfeng Honda Co., Ltd., established jointly by
Honda Motor Co., Ltd. and Dongfeng Motor Group Co., Ltd.

the brand of automobiles manufactured by the PRC joint venture
corporation, Dongfeng Motor Co., Ltd., established jointly by
Nissan Motor Co., Ltd. and Dongfeng Motor Group Co., Ltd.

the brand of automobiles manufactured by the PRC joint venture
corporation, FAW-VW Automobile Co., Ltd., established jointly
by FAW Group Corporation, Volkswagen AG, Audi AG and
Volkswagen Automobile (China) Investment Co., Ltd.

the brand of automobiles manufactured by the PRC joint venture
corporation, Tianjin FAW Toyota Motor Co., Ltd., established
jointly by FAW Group Corporation, Tianjin FAW Xiali
Automobile Co., Ltd., Toyota Motor Corporation and Toyota
Motor (China) Investment Co., Ltd.

the Mercedes-Benz brand of automobiles manufactured by the
PRC joint venture corporation established jointly by Fujian Motor
Industry Group Company and Hong Kong Daimler Vans Limited,
which is a joint venture between Daimler AG and Taiwan China
Motor Corporation

gross domestic product
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GZ-Honda ........... .. .. ... the brand of automobiles manufactured by the PRC joint venture
corporation, Guangzhou Honda Automobile Co., Ltd., established
jointly by Honda Motor Co., Ltd. and Guangzhou Automobile
Group Co., Ltd.

GZ-Toyota . . ................ the brand of automobiles manufactured by the PRC joint venture
corporation established jointly by Toyota Motor Corporation and
Guangzhou Automobile Group Co., Ltd.

Honda ..................... refers to Honda Motor Co., Ltd., DF-Honda and GZ-Honda
collectively
Lexus ............ . ... ..., the brand of automobiles produced by the luxury automobile

division of Toyota Motor Corporation, Lexus

Mercedes-Benz . ........ ... .. refer to the brand of automobiles produced by the Mercedes-Benz
division of Daimler AG and FJ-Daimler collectively

Nissan . ........... . ........ refers to Nissan Motor Co., Ltd., DF-Nissan and ZZ-Nissan
collectively
quick service shop ............ our automobile repair, maintenance and detailing services shop

established in the vicinity of our 4S dealerships to provide quick
minor repair, maintenance and detailing services

Toyota .. ....... ... ... .. ..., refers to Toyota Motor Corporation, FAW-Toyota and GZ-Toyota
collectively
ZZ-Nissan . ................. the brand of automobiles manufactured by the PRC joint venture

corporation established jointly by Nissan Motor Co., Ltd.,
Dongfeng Motor Joint Stock Co., Ltd. and Dongfeng Motor
Group Co., Ltd.
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SUMMARY

This summary does not contain all the information that may be important to you in deciding to invest
in the Notes. You should read the entire offering memorandum, including the section entitled “Risk
Factors” and the financial statements and related notes thereto, before making investment decisions.

OUR BUSINESS

We are a leading national automobile dealership group in China by revenue from 2006 to 2009,
according to ACMR. Our 4S dealerships are concentrated in cities with relatively affluent populations in
the northeastern, northern, eastern and southern regions of China, as well as selected inland areas. We
have grown rapidly from 15 operating 4S dealerships at the beginning of 2006 to 98 4S dealerships in
operation as of the date of this offering memorandum.

We have dealership agreements to operate our 4S dealerships for a diversified portfolio of
automobile brands, consisting of luxury automobile brands including Mercedes-Benz, Lexus, Audi,
Porsche and Lamborghini and mid-to-high end automobile brands including Toyota, Nissan and Honda.
Each of our 4S dealerships is designated to sell one brand of automobile and typically only permitted to
operate at a single point of sale.

We were the first company to be granted dealership rights by Toyota in China, and one of the first
authorized dealerships for Lexus and Audi in China. According to ACMR Survey, we are one of the
largest automobile dealership groups in China, in terms of sales volume and number of 4S dealerships for
Toyota and Lexus. Toyota and Lexus are our two largest automobile brands in terms of sales.

Through our “one-stop automobile shop” business model, we offer our customers a comprehensive
range of new automobiles, after-sales products and services in each of our 4S dealerships. In addition to
our new automobile sales business, our after-sales businesses offer spare parts, automobile accessories,
repair and maintenance services, detailing services, and other automobile-related products and services.
Each of the new automobile sales business and after-sales businesses has its own features in terms of
business model and revenue and profitability contributions to our Group.

Our revenue for the three years ended December 31, 2008, 2009 and 2010 was RMB10,548.6
million, RMB13,722.2 million and RMB24,042.9 million, respectively, representing a CAGR of
approximately 51.0% during such periods. Revenue generated from the sales of our mid-to-high end
automobile brands accounted for approximately 65.8%, 69.5% and 62.6% of our new automobile sales
revenue for the three years ended December 31, 2008, 2009, 2010, respectively, while revenue generated
from the sales of our luxury automobile brands accounted for approximately 34.2%, 30.5% and 37.4% of
our new automobile sales revenue for the same periods. The gross profit margin of our sales of
mid-to-high end brand automobiles was 4.0%, 4.5% and 4.4%; the gross profit margin of our sales of
luxury brand automobiles was 5.5%, 6.5% and 8.2%; and the gross profit margin of our after-sales
businesses was 40.3%, 44.3% and 48.9% during the same periods, respectively. Revenue generated from
our new automobile sales business accounted for approximately 91.9%, 90.8% and 91.2% and the
revenue generated from our after-sales businesses accounted for approximately 8.1%, 9.2% and 8.8% of
our revenue during the same periods. Our profit attributable to owners of the parent for the three years
ended December 31, 2008, 2009 and 2010 was RMB218.7 million, RMB470.9 million and RMB1,031.2
million, respectively, representing a CAGR of approximately 117.1% during such periods.

Based on the information provided by ACMR, we accounted for approximately 1.1%, 1.2% and
1.0% of the Chinese passenger car market’s total revenue! in 2007, 2008 and 2009, respectively. Our
Group was ranked fifth, fourth and seventh among passenger car dealerships in terms of revenue in 2007,
2008 and 2009, respectively, in the PRC.!

The revenue referred to in the ACMR Survey includes revenue from new car sales business, after-sales businesses and used
car business. All revenue referred therein includes VAT.
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As a leading national automobile dealership group in the PRC, we believe that as a result of our
strong portfolio of luxury and mid-to-high end automobile brands and strategic positioning as a “one-stop
automobile shop”, we are well-placed to benefit from the growth of China’s middle-class and the
continued rise in the per capita disposable income of Chinese consumers, and further consolidate our
market leadership position.

OUR COMPETITIVE STRENGTHS

We believe that our success and potential for future growth can be attributed to combination of our
competitive strengths:

. We are a leading national automobile dealership group in the PRC by revenue, with a strong
presence of 4S dealerships in cities with relatively affluent populations in multiple regions;

. We have a diversified portfolio of luxury and mid-to-high end automobile brands;

. Our customer-focused philosophy and store-level operational expertise have resulted in our
highly-ranked 4S dealerships with consistent quality service and satisfactory customer
experience;

. We have strong and established working relationships with leading automakers;
. Our large scale operations allow us to achieve economies of scale;
. We are able to grow rapidly both organically and through acquisition;

. We have an experienced senior management team, a deep bench of high-caliber store
managers, and access to reliable source of skilled technical personnel; and

. We have efficient information technology systems to support our business.
RECENT DEVELOPMENTS

During the second half of 2010 and up to the date of this offering memorandum, we completed a
series of significant mergers and acquisitions in order to expand our operations and enhance our
competitive strength through achieving better economies of scale, including the acquisition of 100%
equity interest in Fuzhou Huarui Automobile Sales Service Co., Ltd. and Fuzhou Grand Rich Da Trade
Co., Ltd., the acquisition of 50% equity interest in B&L Motor Holding Co., Ltd. and the acquisition of
55% equity interest in New Wing Enterprises Limited.

The following table summarizes our significant acquisitions from the second half of 2010 and up to
the date of this offering memorandum.

% of equity
interest held by the
Company as of the

date of this
Date of acquisition offering Consideration Number of 45 Distribution of
Name of company agreements memorandum (RMB million) stores 48 stores Main brands
Fuzhou Huarui Automobile  July 20, 2010, 100% 208 6 Fujian DF-Nissan
Sales Service Co., Ltd. August 13,2010 Province
and Fuzhou Grand Rich and September
Da Trade Co., Ltd. ... 16,2010
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% of equity
interest held by the

Company as of the
date of this
Date of acquisition offering Consideration Number of 45 Distribution of
Name of company agreements memorandum (RMB million) stores 48 stores Main brands
B&L Motor Holding September 29, 2010 50% 1,100 8 Beijing and ~ Porsche, Mercedes-Benz,
Co,Ltd.......... Tianjin Audi, Lamborghini
and GZ-Toyota
New Wing Enterprises December 22, 2010 55% 260 15 Liaoning and ~ DF-Nissan, GAC-Toyota
Limited . ......... Shaanxi and DF-Honda

Province
OUR STRATEGY

Our aim is to consolidate and retain our position as a leading national automobile dealership group
in the PRC. We intend to achieve these goals through a business strategy with the following key aspects:

d Increasing the size of our 4S dealership network by organic growth and through acquisitions;

. Increasing productivity and profitability as well as promoting customer service quality of each
of our 4S dealerships;

d Utilizing our existing resources and customer base in new automobile sales to promote our
after-sales businesses, including retailing spare parts, providing repair, maintenance and
detailing services, and retailing automobile accessories; and

. Expanding our business operations by developing used automobile sales business to
complement our existing businesses, and enlarging our employee talent pool to support our
continued growth.

GENERAL INFORMATION

The Company was incorporated in the Cayman Islands on June 23, 2008 as an exempted company
with limited liability. Its principal place of business in the PRC is at 9th Floor, Zhongnan Building, 18
Zhonghua West Road, Ganjingzi District, Dalian City, Liaoning Province, PRC. Its place of business in
Hong Kong is at Room 3504-12, 35th Floor, Sun Hung Kai Centre, 30 Harbour Road, Wanchai, Hong
Kong. Its registered office is located at Cricket Square, Hutchins Drive, P.O. Box 2681, Grand Cayman
KY1-1111, Cayman Islands.

The Company completed its initial public offering and listing on Hong Kong Stock Exchange on
March 26, 2010. Its ordinary shares are listed under the code “881”.

The Company’s website is www.zs-group.com.cn. Information contained on its website does not
constitute part of this offering memorandum.
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THE OFFERING

Terms used in this summary and not otherwise defined shall have the meanings given to them in
“Description of the Notes.”

Issuer ............

Notes Offered ......

Offering Price ......

Maturity Date . ... ..

Interest ...........

Interest Payment Dates

Ranking of the Notes .

Subsidiary Guarantees

Zhongsheng Group Holdings Limited

RMB1,250,000,000 aggregate principal amount of 4.75% Senior
Notes due 2014 (the “Notes”).

100% of the principal amount of the Notes and accrued interest, if
any.

The Notes will mature on April 21, 2014.

The Notes will bear interest from and including April 21, 2011 at
the rate of 4.75% per annum, payable semi-annually in arrears.

April 21 and October 21 of each year, commencing October 21,
2011.

The Notes are:
. general obligations of the Company;

. senior in right of payment to any existing and future
obligations of the Company expressly subordinated in right
of payment to the Notes;

. at least pari passu in right of payment with all other
unsecured, unsubordinated Indebtedness of the Company
(subject to any priority rights of such unsubordinated
Indebtedness pursuant to applicable law); and

. guaranteed by the Subsidiary Guarantors on a senior basis,
subject to the limitations described below under the caption
“— The Subsidiary Guarantees” and in “Risk factors —
Risks relating to the Subsidiary Guarantees.”

Each of the Subsidiary Guarantors will, jointly and severally,
guarantee the due and punctual payment of the principal of,
premium, if any, interest on, and all other amounts payable under,
the Notes.

A Subsidiary Guarantee may be released in certain circumstances.
See “Description of the Notes — The Subsidiary Guarantees and
JV Subsidiary Guarantees — Release of the Subsidiary
Guarantees and JV Subsidiary Guarantees.”
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Ranking of Subsidiary Guarantees .

The initial Subsidiary Guarantors that will execute the indenture
governing the Notes on the Original Issue Date will be Aotong
Rui Pai Company Limited, Billion Great Corp Limited, Bright
Friends International Limited, Charming Elements Holdings Ltd.,
Famous Great International Limited, Fancy Fortune International
Limited, Hokuryo Holdings Company Limited, Hokuryo Hong
Kong Company Limited, Hokuryo International Limited, Join
Billion Development Ltd., Noble Villa Investments Ltd., Olympia
Well Ltd., Super Charm Limited, Well Snape Holding Ltd.,
Zhongsheng Holdings Company Limited and Zhongsheng
International Ltd. These Subsidiary Guarantors consist of all of
the Company’s Restricted Subsidiaries other than the
Non-Guarantor Subsidiaries (defined below). All of the
Subsidiary Guarantors are holding companies that do not have
significant operations.

None of the Restricted Subsidiaries organized under the laws of
the PRC (collectively, the “PRC Non-Guarantor Subsidiaries”)
nor Better Life International Motor Co. Ltd., B&L Motor Holding
Co. Ltd., Country Vantage Limited, New Wing Enterprises
Limited, Reaper Global Limited, WIT Thrive Limited and
Worldwide Channel International Limited (collectively, the
“Other Non-Guarantor Subsidiaries” and, together with the PRC
Non-Guarantors Subsidiaries, the “Non-Guarantor Subsidiaries™)
will be a Subsidiary Guarantor on the Original Issue Date. See
“Risk factors — Risks relating to the Subsidiary Guarantees —
Our initial Subsidiary Guarantors do not currently have
significant operations.”

Any future Restricted Subsidiary, as defined under “Description
of the Notes—Definitions” (other than subsidiaries organized
under the laws of the PRC), will provide a guarantee of the Notes
promptly after it becomes a Restricted Subsidiary.

The Subsidiary Guarantee of each Subsidiary Guarantor:
. is a general obligation of such Subsidiary Guarantor;

. is effectively subordinated to secured obligations of such
Subsidiary Guarantor, to the extent of the value of the assets
serving as security therefor;

. is senior in right of payment to all future obligations of such
Subsidiary Guarantor expressly subordinated in right of
payment to such Subsidiary Guarantee; and

. ranks at least pari passu with all other unsecured,
unsubordinated Indebtedness of such Subsidiary Guarantor
(subject to any priority rights of such unsubordinated
Indebtedness pursuant to applicable law).
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Use of Proceeds .. ............

Repurchase of Notes Upon a
Change of control Triggering
Event ........ ... .. .. .. ...

Redemption for Taxation Reasons .

Covenants ..................

Offering and Transfer Restrictions .

We intend to use the net proceeds for (i) the expansion of our
distribution network of 4S dealerships, both through organic
growth and selective acquisitions, alliances, joint ventures and
other strategic investments; and (ii) for general corporate and
working capital purposes.

Upon the occurrence of a Change of Control Triggering Event, the
Company must make an offer to repurchase all outstanding Notes
at a purchase price equal to 101% of their principal amount plus
accrued and unpaid interest, if any, to the repurchase date.

Subject to certain exceptions and as more fully described herein,
the Company may redeem the Notes, as a whole but not in part, at
a redemption price equal to 100% of the principal amount thereof,
together with accrued and unpaid interest, if any, to the date fixed
by the Company for redemption, if the Company, a Subsidiary
Guarantor or a JV subsidiary Guarantor (if any) would become
obligated to pay certain additional amounts as a result of certain
changes in specified tax laws or certain other circumstances. See
“Description of the Notes — Redemption for taxation reasons.”

The Notes, the indenture governing the Notes and the Subsidiary
Guarantees will limit the Company’s ability and the ability of its
Restricted Subsidiaries to, among other things:

. incur or guarantee additional indebtedness;
. make investments or other specified restricted payments;
. declare dividends on its capital stock or purchase or redeem

capital stock;
. guaranteed indebtedness of Restricted Subsidiaries

. create liens, guarantees or indemnities for security any debt
securities;

J sell assets; and
. engage in different business activities.

These covenants are subject to a number of important
qualifications and exceptions described in “Description of the
Notes — Certain Covenants.”

The Notes will not be registered under the Securities Act or under
any state securities laws of the United States and will be subject
to customary restrictions on transfer and resale. See “Offering
and Transfer Restrictions.”
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Clearing Systems . ............ The Notes will be issued in fully registered form, without
coupons, in minimum denomination of RMBS500,000 of principal
amount and integral multiples of RMB10,000 in excess thereof.
The Notes will be initially represented by a permanent global
bond deposited with a sub-custodian for CMU, the book-entry
clearing system operated by the HKMA and will be exchangeable
for Notes in definitive form only in the limited circumstances set
out therein. For persons seeking to hold a beneficial interest in the
Notes through Euroclear or Clearstream, such persons will hold
their interests through an account opened and held by Euroclear
or Clearstream with the CMU operator.

Clearance and Settlement... . . . ... The Notes have been accepted for clearance by CMU under the
CMU Instrument Number of BNYHFN11003. The Common Code
of the Notes is 061772251. ISIN of the Notes is HK0000078995.

Notices and Payment. . ......... So long as the Notes are represented by the Global Note and the
Global Note is deposited with a sub-custodian for CMU, notices
to the noteholders may be given by delivery of the relevant notice
to the persons shown in a CMU instrument position report issued
by the CMU operator on the business day preceding the date of
dispatch of such notice as holding interests in the global bond.
Payments on the Notes shall be made to the person(s) for whose
account(s) interests in the global bond are credited (as set out in a
CMU instrument position report or any other relevant notification
supplied to the CMU Lodging and Paying Agent by the CMU
operator).

Delivery of the Notes . ......... The Company expects to make delivery of the Notes, against
payment in same-day funds on or about April 21, 2011 which the
Company expects will be the fifth business day following the date
of this offering memorandum referred to as “T+5.” You should
note that initial trading of the Notes may be affected by the T+5
settlement. See “Plan of Distribution.”

Trustee . ........... . ....... The Bank of New York Mellon, London Branch.

CMU Lodging and Paying Agent .. The Bank of New York Mellon, Hong Kong Branch.

Registrar .. ................. The Bank of New York Melon, Hong Kong Branch.

Listing . . ....... ... .. .. .... Approval in-principle has been received for the listing of the

Notes on the SGX-ST. The SGX-ST assumes no responsibility for
the correctness of any statements made or opinions expressed or
reports contained herein. Admission of the Notes to the Official
List of the SGX-ST is not to be taken as an indication of the
merits of the Company, the Subsidiary Guarantors or the Notes.

The Notes will be traded on the SGX-ST in a minimum board lot
size of RMB500,000 with a minimum of three lots in a single
transaction for so long as the Notes are listed on the SGX-ST.
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Governing Law . ............. The Notes, the Subsidiary Guarantees and the indenture
governing the Notes will be governed by and will be construed in
accordance with the laws of the State of New York.

Risk Factors . ............... For a discussion of certain factors that should be considered in
evaluating an investment in the Notes, see “Risk Factors.”
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SUMMARY COMBINED AND CONSOLIDATED FINANCIAL AND OTHER DATA

The following table presents our summary financial and other data. The summary financial data as
of and for the fiscal year ended December 31, 2008 is derived from our audited combined financial
information included in the prospectus of the Company dated March 16, 2010 in connection with the
offering of new shares of the Company on the Main Board of The Stock Exchange of Hong Kong. The
summary financial data as of and for the fiscal year ended December 31, 2009 is derived from our audited
combined financial statements included elsewhere in this offering memorandum. The summary financial
data as of and for the fiscal year ended December 31, 2010 is derived from our audited consolidated
financial statements included elsewhere in this offering memorandum. Our combined financial
information, combined financial statements and consolidated financial statements have been audited by
Ernst & Young, Certified Public Accountants. The combined financial information, combined financial
statements and consolidated financial statements have been prepared and presented in accordance with
Hong Kong Financial Reporting Standards (“HKFRS”). The summary financial data below should be read
in conjunction with “Management’s Discussion and Analysis of Financial Condition and Results of
Operations” and the combined financial information, the combined financial statements and consolidated
financial statements and the notes to those statements included elsewhere in this offering memorandum.
See “Management’s Discussion and Analysis of Financial Condition and Results of Operations — Basis
of Presentation.”

INCOME STATEMENTS

Years ended December 31,

2008 2009 2010
(RMB’000) (RMB’000) (RMB’000)

Revenue .......... .. i 10,548,577 13,722,185 24,042,907
Cost of sales and services provided ................. (9,771,214)  (12,542,762) (21,750,181)
Gross profit ... 777,363 1,179,423 2,292,726
Other income and gains, net ....................... 33,412 69,203 321,779
Selling and distribution costs ...................... (274,317) (346,521) (693,372)
Administrative eXpenses . ...........euenenranan... (118,861) (161,967) (318,414)
Profit from operations ........... ... .. . . ... 417,597 740,138 1,602,719
Finance Costs ...t (104,443) (80,688) (226,917)
Share of profits of jointly-controlled entities ......... 4,520 7,254 8,195
Profit before tax ....... ... ... . 317,674 666,704 1,383,997
X oot (83,265) (173,701) (301,624)
Profit forthe year......... ... .. ... .. ... .. .. .. . ... 234,409 493,003 1,082,373
Attributable to:
Owners of the parent .............. .. ..., 218,702 470,881 1,031,190
Non-controlling interests . ..............c.cvuvun... 15,707 22,122 51,183

234,409 493,003 1,082,373
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STATEMENTS OF FINANCIAL POSITION

NON-CURRENT ASSETS

Property, plant and equipment .....................
Land userights .......... .. .. .. . i
Prepayments .......... .
Intangible assets .......... ...
Goodwill ... ..o
Interest in jointly-controlled entities ................
Available-for-sale investment ......................
Held-to-maturity investments ......................
Deferred tax assets ............ooiiriiiiniaan..

Total non-current assets ..............c.ouuenirenn.n.

Inventories ............uoiin i
Trade receivables .......... .. .. .. .. .. . . ...
Prepayments, deposits and other receivables .........
Amounts due from related parties ..................

Financial assets at fair value through profit or loss

Term deposits and pledged bank deposits ............
Cashin transit ............. ..o,
Cash and cash equivalents .........................

Total current assets . ...

CURRENT LIABILITIES

Bank loans and other borrowings ...................
Trade and bills payables ........... ... ... .. ......
Other payables and accruals .......................
Amounts due to related parties .....................
Income tax payable ....... ... .. .. .. .. . ...
Dividends payable ......... ... ... ... ... .. ...

Total current liabilities . .......... . ... . ... . ......

NET CURRENT ASSETS ........ ... ... ........

TOTAL ASSETS LESS CURRENT LIABILITIES ..

NON-CURRENT LIABILITIES

Deferred tax liabilities ............................

NET ASSETS. . ...

Years ended December 31,

2008 2009 2010
(RMB’000) (RMB’000) (RMB’000)

548,779 838,379 1,788,709
256,987 422,899 700,650
33,273 56,271 703,785
100,561 254,632 1,382,349
76,566 200,492 790,947
21,175 38,699 46,894
— 100 178,294
5,291 5,283 —
3,132 4,532 8,785
1,045,764 1,821,287 5,600,413
1,133,415 1,024,240 3,453,046
61,443 86,764 284,951
724,823 1,113,186 2,615,120
459 556 2,229
— — 83,369
210,720 382,929 1,029,932
29,690 44,542 140,852
964,245 1,030,960 2,989,718
3,124,795 3,683,177 10,599,217
1,157,543 1,797,149 4,924,455
835,699 1,093,013 2,984,507
273,201 277,702 954,396
156,774 24,236 10,026
27,733 60,012 188,161
— — 919
2,450,950 3,252,112 9,062,464
673,845 431,065 1,536,753
1,719,609 2,252,352 7,137,166
33,838 104,545 422,597
1,685,771 2,147,807 6,714,569
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Years ended December 31,

2008 2009 2010
(RMB’000) (RMB’000) (RMB’000)

EQUITY
Equity attributable to owners of the parent
Share capital ........ .. .. .. .. . . i — — 168
RESEIves . ... 1,633,098 2,110,915 5,742,660
Proposed final dividends ............... ... .. ... ... — — 192,765

1,633,098 2,110,915 5,935,593
Non-controlling interests .......................... 52,673 36,892 778,976
Total equity ........ .. .. .. . .. . . 1,685,771 2,147,807 6,714,569

Years ended December 31,

2008 2009 2010
(RMB’000) (RMB’000) (RMB’000)
OTHER FINANCIAL DATA
EBITDA' . ... .. . . 474,184 825,445 1,744,997
EBITDA margin® . ..... ..ot 4.5% 6.0% 7.3%

EBITDA for any year consists of profit for the year less interest income and plus interest expense, taxation, depreciation and
amortization. EBITDA is not a standard measure under HKFRS. EBITDA is a widely used financial indicator of a company’s
ability to service and incur debt. EBITDA should not be considered in isolation or construed as an alternative to cash flows,
net income or any other measure of performance or as an indicator of our operating performance, liquidity, profitability or
cash flows generated by operating, investing or financing activities. In evaluating EBITDA, we believe that investors should
consider, among other things, the components of EBITDA such as sales and operating expenses and the amount by which
EBITDA exceeds capital expenditures and other charges. We have included EBITDA because we believe it is a useful
supplement to cash flow data as a measure of our performance and our ability to generate cash flow from operations to cover
debt service and taxes. EBITDA presented herein may not be comparable to similarly titled measures presented by other
companies. Investors should not compare our EBITDA to EBITDA presented by other companies because not all companies
use the same definition.

The following table reconciles our Group’s profit for the year under HKFRS to our definition of EBITDA for the years

indicated.
Years ended December 31,
2008 2009 2010
(RMB’000) (RMB’000) (RMB’000)

Profit for the year. . . . ... ... .. ... 234,409 493,003 1,082,373
Interest eXpense. . . . .. ... 104,443 80,688 226,917
Interest iNCOME . . . . . . o o v it e e e (8,795) (10,100) (18,954)
AmOrtization. . . ... ... 10,008 20,388 43,529
TaxX EXPENSES . ¢ v v v v e e e 83,265 173,701 301,624
Depreciation . . ... ... 50,854 67,765 109,508
EBITDA. .. i it it ittt ittt iae s 474,184 825,445 1,744,997

EBITDA margin is calculated by dividing EBITDA by the amount of revenue for the relevant years.
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RISK FACTORS

Any investment in the Notes involves a high degree of risk. You should consider carefully the
following information about the risks described below, together with the other information contained in
this offering memorandum before making an investment decision. If any of the following risks actually
occurs, our business, financial condition, operating results or cash flow could be materially and
adversely affected. Additional risks or uncertainties not presently known to us, or that we currently deem
immaterial, may also impair our business operations. There can be no assurance that any of the events
discussed in the risk factors below will not occur and if such events do occur, you may lose all or part of
your original investment in the Notes.

RISKS RELATING TO OUR BUSINESS
The success of our business significantly depends on the automakers in several aspects

As our new automobile sales business accounts for a substantial portion of our revenue, we depend
significantly on the automakers in several aspects. Automakers may act in a manner or be subject to
events that in turn could cause us to incur costs, expenses or experience delivery delays. As a result, our
business, results of operations, financial condition and growth prospects could be materially and
adversely affected by such actions or events. We depend on the automakers for, among other things:

Supply of high-quality and popular new automobiles and spare parts

Our new automobile sales are influenced by the automakers’ abilities to anticipate changes in
consumer tastes, preferences and requirements, including those driven by cultural or environmental
changes, and to manufacture and deliver to us in sufficient quantities and on a timely basis, a desirable,
high-quality and price competitive mix of new automobiles and spare parts to sell to our customers.

In addition, the automakers’ ability to supply high-quality and popular new automobiles and spare
parts may be affected by a variety of factors, including economic downturns or recessions, force majeure
events such as earthquakes and tsunami, increases in interest rates, and/or poor product mix or
unappealing design, resulting in a change in demand for their automobiles and/or spare parts. The
automakers may also alter their annual output due to reasons mentioned above, thus altering the supply of
automobiles to all their 4S dealerships, including us. The automakers may also fail to supply us with the
automobiles we expect to receive under our allocated sales quota. If the automakers are materially
affected and their abilities to design, market or manufacture new automobiles or spare parts are impacted,
or if the automakers decide unilaterally to alter the supply of automobiles to us, our business operation
will be disrupted and our results of operations, financial condition and growth prospects may be
materially and adversely affected.

Specifically, the recent catastrophic earthquake and related tsunami in Japan has also led to a
reduction or postponement in production for certain Japanese automakers, including Toyota. We are
currently unable to quantify with any degree of certainty the effects of such reduction or postponement in
production, as there had been, and we expect there will continue to be, changes to the production
schedules of many Japanese automakers. If the reduction or postponement in production of the brands of
automobile we retail continues, our business, financial condition and results of operations may be
adversely affected.

Product defects and automobile recalls

The automakers may be adversely affected by product defects and automobile recalls. During the
three years ended December 31, 2010, the automakers conducted automobile recalls for a number of their
automobile models that we sold. Such recalls have not caused any material adverse impact on our
business, our operational and financial performance as at the date of this offering memorandum.
However, we cannot assure you that such recalls will not materially and adversely affect our revenue and
results of operations in the future. Please refer to the section entitled “Our Business — After-sales
businesses — Automobile recalls’ in this offering memorandum for details of the automobile recalls
conducted by the automakers during the three years ended December 31, 2010.
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We cannot assure you that there will not be future automobile recalls affecting the automakers or the
models we sell, or that the automakers will conduct future automobile recalls in the same manner as in the
past, in particular, a number of recalls of Toyota and Lexus automobiles have been conducted recently.
Our customers’ confidence in the quality and safety of the automobiles may be impaired due to the
recalls, and any product defects or automobile recalls may have an adverse effect on the automakers’ and
our Group’s reputation. As a result, the recalls may lead to cancellation of orders placed by our customers
and a drop in demand for our automobiles, which in turn may materially and adversely affect our results
of operations and financial condition. Given that Toyota and Lexus are our two largest automobile brands
in terms of sales and accounted for approximately 53.0%, 49.5% and 42.3% (in the case of Toyota), and
24.7%, 17.4% and 12.8% (in the case of Lexus) of our revenue generated from new automobile sales for
the three years ended December 31, 2008, 2009 and 2010, respectively, we cannot assure you that the
recalls by the automakers will not materially and adversely affect our results of operations, financial
condition and growth prospects going forward.

Advertising, marketing and promotional activities of the automakers

Our new automobile sales business is strongly influenced by the promotional and marketing
activities of the automakers designed to spur consumer demand for automobiles. The automakers
periodically offer discounts, complimentary products or services, and/or extended product warranties.

The automakers assist us with our advertising, marketing and promotional activities and the
production of flyers, brochures and other promotional and point-of-sale materials, as well as other items
for our 4S dealerships. In addition, we rely on the automakers for the training of our sales personnel and
automotive engineers and technicians to a certain extent. The repair and maintenance services we provide
our customers under automobile warranties are part of the automakers’ marketing plans and the costs for
such services are billed to the relevant automaker instead of the customer.

As aresult, changes in these promotional and marketing activities by the automakers may materially
and adversely affect our results of operations, financial condition and growth prospects.

We rely on our dealership agreements with the automakers for the rights to operate our 4S5 dealerships
and for our supply of new automobiles and spare parts

We rely on the automakers for the rights to operate our 4S dealerships and for the supply of new
automobiles and spare parts. Sales of new automobiles account for a substantial portion of our revenue.
For the three years ended December 31, 2008, 2009 and 2010, revenue from new automobile sales
accounted for 91.9%, 90.8% and 91.2% of our Group’s revenue, respectively. Our rights to operate our 45
dealerships and the supply of new automobiles and spare parts are governed by the dealership agreements
we entered into with the automakers.

All of our dealership agreements are non-exclusive, must generally be renewed periodically and
typically have a term of one year. The automakers have the right to terminate our dealership agreements
with prior written notice for a variety of reasons, including failure to rectify performance deficiencies and
changes in ownership or management structure that affect our ability to meet our contractual obligations
without their prior consent. Please see the section entitled ‘““‘Business — Our 4S Dealerships’ in this
offering memorandum for more information on our dealership agreements.

There can be no assurance that we will be able to renew our dealership agreements on a timely basis,
on commercially acceptable terms, or at all, or that our dealership agreements will not be terminated by
the automakers for various reasons, including changing their business strategies or taking direct control
of the distribution of their automobiles in the PRC.
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There can be no assurance that the automakers will not make any decision to restrict, limit or reduce
the number of 4S dealerships available to us as part of any change in their future strategies. Should the
automakers decide to restrict, limit or reduce the number of 4S dealerships they allow us to operate, or
fail to renew or terminate our dealership agreements, our results of operations, financial condition and
growth prospects may be materially and adversely affected.

Our business operations are subject to restrictions imposed by, and significant influence from, the
automakers

The automakers may subject our business operations to various restrictions including:

. setting geographical limitation on our business, restricting our ability to establish or acquire
new 4S dealerships;

. precluding us from obtaining additional dealership rights for failing to meet the relevant
automaker’s performance criteria including criteria relating to sales results, customer
satisfaction ratings and store presentation at our 4S dealerships;

. setting price guidelines for the retail sale of their new automobiles or certain spare parts;

. restricting our ability to provide guarantees or other forms of security, thus adversely
impacting our ability to obtain financing for our business; and

. influencing the management of our 4S dealerships.

The restrictions imposed by, and significant influence from, the automakers on our business could
materially and adversely affect our results of operations, financial condition and growth prospects.

We rely on dealership agreements with our major suppliers of new automobiles to generate a
significant portion of our revenue and profit

During the three years ended December 31, 2010, Toyota and Lexus (the luxury automobile division
of Toyota Motor Corporation) were the two largest automobile brands in our new automobile portfolio
based on revenue and volume, and in the case of Toyota, accounting for 53.0%, 49.5% and 42.3%, and in
the case of Lexus, accounting for 24.7%, 17.4% and 12.8%, of our revenue generated from new
automobile sales for the three years ended December 31, 2008, 2009 and 2010, respectively. Our Toyota
and Lexus automobiles are supplied by members or affiliates of the same corporate group, Toyota Motor
Corporation. Should Toyota Motor Corporation and/or certain of its subsidiaries or divisions terminate or
not renew their agreements with our Group, our results of operations, financial condition and growth
prospects may be materially and adversely affected.

There can be no assurance that we will continue to receive rebates from the automakers

Our purchase arrangements with the automakers often include volume-based rebates, which are
decided with reference to the units of new automobiles purchased, and are adjusted based on our
satisfaction of certain targets set by the relevant automakers, including sales targets, customer
satisfaction indices, and dealership presentation standards. For the three years ended December 31, 2008,
2009 and 2010, we recorded rebates of approximately RMB171.2 million, RMB252.7 million and
RMB872.3 million, respectively. There can be no assurance that the automakers will continue to grant us
rebates, or that they will pay any rebate under existing purchase arrangements. Should some or all of the
automakers cease to offer such rebates, or alter the conditions by which such rebates are granted, our
financial condition and results of operations may be materially and adversely affected.
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We are dependent on third parties for the supplies of automobile accessories

We are dependent on independent suppliers for the automobile accessories we sell. The success of
our after-sales businesses is dependent on these suppliers’ abilities to anticipate changes in consumer
tastes, preferences and requirements and deliver to us in sufficient quantities and on a timely basis a
desirable, high-quality and price competitive mix of automobile accessories to sell to our customers. If
our suppliers’ products fail to meet our customers’ expectations or if we are unable to stock a sufficient
range of products, or if our suppliers increase their prices due to increasing demand for their products
from other dealerships, our profit margins of these products may be affected, which in turn could
materially and adversely affect our results of operations and financial condition.

Our ability to meet consumer demands for new automobiles, spare parts and automobile accessories, is
dependent in part on our ability to maintain a reasonable level of inventory of these products

We aim to stock a reasonable level of inventory of new automobiles, spare parts and automobile
accessories, to respond to customer demand effectively and maintain a diverse range of products at our 45
dealerships and at our automobile accessories exhibition centers. We aim to actively control our inventory
turnover efficiency, as slow-moving inventories may be more difficult to sell, be returned to suppliers
and/or result in higher levels of write-offs, thereby increasing our overall cost of sales and reducing our
profit margins. If we overstock inventory, our required working capital may increase and we may incur
additional financing costs. If we understock inventory, our ability to meet our customers’ demands may
be affected, which may in turn affect our reputation, cause us to forgo revenue, and materially and
adversely affect our results of operations and financial condition.

Our sales may be affected by seasonality

All of our revenue is derived from our operations in the PRC. We believe that there is a seasonal
pattern in the spending behavior of PRC consumers. Periods prior to major holidays in the PRC, such as
the Chinese New Year and the National Day holiday in October, have typically coincided with higher
revenue recorded for our new automobile sales business. As a result of these fluctuations, comparisons of
sales and operating results between different periods within a single financial year may not be meaningful
and should not be relied upon as indicators of our performance.

The Founders are able to exercise substantial influence over our corporate policies and direct the
outcome of corporate actions

As of the date of this offering memorandum, approximately 65.29% of our outstanding shares are
beneficially owned by the Mr. Huang Yi and Mr. Li Guoqiang (the “Founders”). Subject to compliance
with applicable laws, by maintaining such ownership, the Founders are able to exercise substantial
influence over our corporate policies, appoint our directors and officers and vote on corporate actions
requiring shareholders’ approval. In addition, the Founders are also executive directors of the Company
and are able to exercise substantial control over our business. In particular, the strategic goals and
interests of the Founders may not be aligned with our strategy and interests and could reduce the level of
management flexibility that would otherwise exist with a more diversified shareholder base. The interests
of our controlling shareholders may differ from those of the holders of the Notes.

We are dependent on our management team, and our business may be severely disrupted if we lose their
services

We believe that our success is largely dependent upon the continued service of the members of our
management team, who are critical to establishing our corporate strategies and focus, and ensuring our
continued growth. In particular, the Founders, Mr. Huang Yi and Mr. Li Guoqgiang, both with over 20
years’ experience and expertise in the PRC automobile industry, are crucial to our success.
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Our continued success will depend on our ability to attract and retain a qualified and competent
management team in order to manage our existing operations and support our expansion plans. We do not
maintain keyman insurance for members of our management team. Although we have entered into
employment agreements and non-competition agreements with certain members of our management
team, the loss of the services of any member of our management team and/or the failure to recruit suitable
or comparable replacements on a timely basis could have a significant impact on our ability to manage
our business effectively and may reduce our competitiveness, and in turn materially and adversely affect
our results of operations, financial condition and growth prospects. We cannot assure you that we will be
able to retain our management team or attract and/or integrate suitable or comparable replacements on a
timely basis or at all to meet our needs.

We are dependent on the continued service of, and our ability to attract, train, motivate and retain, our
store management, sales personnel and automotive engineers and technicians

We are dependent on the continued service of, and our ability to attract, train, motivate and retain,
our store management, sales personnel and automotive engineers and technicians for the performance and
continued success of our business. Due to the strong growth of the PRC economy and the PRC automobile
industry, the competition for such personnel is intense. There can be no assurance that we will be able to
attract, train, motivate and retain the necessary personnel to grow and develop our business, continue to
deliver high-quality sales or customer service, or open new 4S dealerships, quick service shops or
automobile accessories exhibition centers. Our financial condition, management and results of operations
may be materially and adversely affected if we fail to attract and retain the experienced personnel we
need.

We may not be able to obtain adequate financing on acceptable terms

Our businesses require significant capital expenditure. In addition to purchasing automobiles, spare
parts, automobile accessories, and other automobile-related products, we also require capital to establish
and acquire new 4S dealerships, refurbish and maintain existing 4S dealerships, quick service shops and
automobile accessories exhibition centers and upgrade our information technology and billing systems.

Our capital expenditures for the three years ended December 31, 2008, 2009 and 2010 were
RMB204.9 million, RMB323.0 million and RMB858.9 million, respectively.

Our business also requires adequate financing for our increasing level of inventory and prepayments
for new automobiles that we purchase from the automakers. We expect our financing costs to increase as
our inventory level and prepayments for new automobiles increase due to the continuing expansion of our
businesses.

We have experienced a fluctuation in average selling price of our new automobiles during the three
years ended December 31, 2010. Please refer to the section headed “Management’s Discussion and
Analysis of Financial Condition and Results of Operations” for more details. Therefore, there can be no
assurance that the cash flow generated by our operations will be sufficient to fund our future operations
and expansion plans. We have generally relied on cash generated from our operations as well as bank
loans 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, the PRC automobile dealership
industry and the geographical regions we operate in. If we are unable to obtain financing in a timely
manner, at a reasonable cost or on reasonable terms, the implementation of our expansion plans may be
delayed and our competitive position and growth prospects may be adversely affected.
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Our business is affected by the economic conditions of the PRC and the market conditions where we
operate. If we experienced an economic downturn, it could adversely affect our business, liquidity,
financial conditions, results of operations and prospects

Our business is affected by the economic conditions of the PRC and the market conditions where we
operate. Demand for our automobiles and other products may decrease if we experienced a downturn,
which would adversely impact cash flow generated from our operations. In addition, some of the
automakers may also be adversely impacted with declines in profits and production output. Furthermore,
the availability of credit to entities, such as ourselves, operating within emerging markets, could be
significantly influenced by levels of investor confidence in such markets as a whole and any factors that
may impact market confidence could affect the costs or availability of funding for entities within any of
these markets. Any challenging market conditions could result in reduced liquidity, widening of credit
spreads, lack of price transparency in credit markets, a reduction in available financing and a tightening
of credit terms. If we experienced any prolonged economic downturn or there are prolonged disruptions
to the credit markets, this could limit our ability to borrow funds from our current or other funding
sources or cause the continued access to funds to become more expensive, and our business may be
exposed to a downturn in sales that might be caused by such tightening of credit conditions, and our
results of operations, financial condition and prospects may be materially and adversely affected.

We rely on computer equipment and software systems to manage our operations

We are dependent on an integrated information management system to manage, supervise and
improve ordering, inventory and logistics management and financial and cash management, minimize the
costs of maintaining inventory and to improve our overall sales performance. We intend to keep
upgrading our existing information technology systems across our distribution network to operate a
uniform platform which complements the expansion of our business. In late 2008, we completed the
roll-out of our enterprise resource planning system, or ERP, which maintains in a single database the data
needed for a variety of business functions such as quota, inventory, financial, human resources and
customer relationship management. As our ERP system is newly installed, we cannot assure you that, the
transition to our new ERP system, or any future upgrades to our ERP system will not cause disruptions to
our business and operations. If our computer equipment or software systems fail, our businesses and
operations may be disrupted. Although we believe that our disaster recovery plan and data back-up
systems are designed to handle system failures, there can be no assurance that we will be able to
implement our disaster recovery plan on a timely basis or at all, or that our data back-up systems will not
also be subject to failures. Any failure in our computer equipment and/or software systems could have a
material adverse effect on our business, financial condition and results of operations. Our growth may
also be restricted by the capacity of our computer equipment and/or software systems to meet the
increased needs of larger scale operations.

We cannot assure you that we will continue to receive the preferential tax treatment currently enjoyed
by our Group

Certain subsidiaries of our Company enjoyed preferential corporate income tax rates which were
lower than the standard tax rate during the three years ended December 31, 2010 as approved by the
relevant tax authorities or operated in areas with preferential corporate income tax policies in the PRC. In
addition, certain subsidiaries, being newly incorporated trading enterprises in the PRC, have obtained
approvals from the relevant tax authorities in the PRC for their entitlement to exemption from corporate
income tax for the first year after their respective incorporation date.

On March 16, 2007, China’s new Enterprise Income Tax Law (“New EIT Law”) was announced,
followed by the announcement of the related detailed implementation regulations on December 6, 2007,
with both taking effect on January 1, 2008. Under the New EIT Law, foreign-invested enterprises and
domestic companies are subject to a uniform tax rate of 25%, which is lower than the previous uniform
tax rate of 33%. Changes to the PRC taxation laws, rules and regulations mean that comparisons between
our past post-tax financial results may not be meaningful and should not be relied upon as indicators of
our future performance. Furthermore, there can be no assurance that there will be no further changes to
the PRC tax laws that could adversely affect our Group. In addition, any increase in our EIT rate in the
future due to the introduction of the New EIT Law could have an adverse effect on our financial condition
and results of operations.
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There are significant uncertainties under the New EIT Law relating to our PRC enterprise income tax
liabilities

Under the New EIT Law, the profits of a foreign invested enterprise arising in 2008 and onwards
which are distributed to its immediate holding company outside the PRC will be subject to a withholding
tax rate of 10.0%. Pursuant to a special arrangement between Hong Kong and the PRC, such rate is
lowered to 5.0% if a Hong Kong resident enterprise owns over 25% of a PRC company. Further, according
to the Circular of State Administration of Taxation on Printing and Issuing the Administrative Measures
for Non-resident Individuals and Enterprises to Enjoy the Treatment Under Taxation Treaties (P i ElJ %%
CIE JE R 2R & 3 JE L (B047) )W A, which became effective on October 1, 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, the PRC tax
authorities have the discretion to adjust the preferential tax rate enjoyed by the relevant offshore entity.
We cannot assure you that the PRC tax authorities will not levy a higher withholding tax rate to dividends
received by our subsidiaries in Hong Kong from our PRC subsidiaries.

Under the New EIT Law, we may be classified as a “resident enterprise” of China. Such classification
could result in unfavorable tax consequences to us and our non-PRC shareholders

Under the New EIT Law, an enterprise established outside of China with “de facto management
bodies” within China is considered a “resident enterprise”, meaning that it can be treated in a manner
similar to a Chinese enterprise for enterprise income tax purposes. The implementing rules of the New
EIT Law define “de facto management” as “substantial and overall management and control over the
production and operations, personnel, accounting, and properties” of the enterprise. As no official
interpretation or application of this new “resident enterprise” classification is currently available, it is
unclear how the PRC tax authorities will determine whether an entity will be classified as a “resident
enterprise”.

If the PRC tax authorities determine that our Cayman Islands holding company is a “resident
enterprise” for PRC enterprise income tax purposes, a number of unfavorable PRC tax consequences
could follow. We may be subject to enterprise income tax at a rate of 25% on our worldwide taxable
income as well as PRC enterprise income tax reporting obligations. In our case, this would mean that
income such as interest on the proceeds from the offering of the Notes and other income sourced from
outside the PRC would be subject to PRC enterprise income tax at a rate of 25%, in comparison to no
taxation in the Cayman Islands.

In addition to the uncertainty as to the application of the new “resident enterprise” classification,
there can be no assurance that the PRC Government will not amend or revise the taxation laws, rules and
regulations to impose stricter tax requirements, higher tax rates or apply the New EIT Law, or any
subsequent changes in PRC tax laws, rules or regulations retroactively. As there may be different
applications of the New EIT Law and any amendments or revisions, comparisons between our past
financial results may not be meaningful and should not be relied upon as indicators of our future
performance. If such changes occur and/or if such changes are applied retroactively, such changes could
materially and adversely affect our results of operations and financial condition.
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Implementing our growth strategy may expose us to certain risks

Our Group’s operations have grown rapidly from 15 operating 4S dealerships at the beginning of
2006 to 98 operating 4S dealerships as of the date of this offering memorandum, and our revenue and
profit have grown accordingly. Our growth strategy is to consolidate and retain our position as a leading
national automobile dealership group in the PRC by strategically expanding our 4S dealership network,
growing each of our after-sales businesses and entering into other automobile-related businesses,
including used automobile sales.

There are significant risks involved in our expansion plan, including whether we will be able to: (a)
access adequate financial resources; (b) timely determine the magnitude of our expansion; (c) hire, train
and maintain sufficient qualified staff; (d) negotiate the terms of new leases, concessions or land use
rights successfully for properties in desired locations; (e) obtain appropriate licenses, permits and
approvals from relevant PRC governmental authorities on a timely basis; and (f) enter into dealership
agreements after a memorandum of cooperation is entered into between our operating entity and the
automakers for a specific 4S dealership.

In addition, various factors beyond our control may significantly influence the results of our growth
strategy, including general economic conditions in China, particularly in the automobile market and the
automobile dealership industry and the specific geographical areas we operate in. Business or operational
strategies and policies adopted by the automakers, other suppliers and competitors may also significantly
influence the results of our growth strategy.

Our growth strategy includes establishing new 4S dealerships. There can be no assurance that we
will be able to identify and secure suitable locations, or that we will be able to enter into new 4S
dealership arrangements with the automakers on a timely basis or at all for such new 4S dealerships. The
new 4S dealerships may result in additional indebtedness, costs and contingent liabilities and may fail to
generate sufficient revenue for us to recover such debt, costs or liabilities. We also intend to grow by,
among other strategies, acquiring existing 4S dealerships from third parties and improving their
performance. There can be no assurance that we will be able to identify and secure suitable acquisition
opportunities, or that we will be able to improve the performance of such acquired 4S dealerships on a
timely basis.

The development of our used automobile sales business is also dependent on our ability to procure
used automobiles, secure appropriate locations, properly evaluate the potential resale value of used
automobiles, detect possible defects in used automobiles.

The terms of the Notes give us the flexibility to expand into new businesses ancillary or
complementary to our automobile sales business, including the automobile insurance agency business.
We currently do not have any plans or intentions to expand into any specific new businesses. However, in
the event that we decide to do so, we will be subject to risks related to any such new businesses, will have
limited experience in operating such new businesses and may lack necessary expertise, which may have
an adverse effect on our operations, financial performance, credit rating and ability to service our
obligations under the Notes.

There can be no assurance that we will be able to sustain our revenue growth or profit margins at
historical levels or that we will be able to manage our growth successfully. Should any or all of the risks
in relation to our expansion plan eventuate, our results of operations, financial position, and growth
prospects could be materially or adversely affected.

We had net cash outflows for operating activities for the year ended December 31, 2010

We had net cash outflows for operating activities of RMB855.7 million for the year ended December
31, 2010, primarily due to the opening of a large number of new 4S dealership stores in 2010 as part of
our growth strategy.

We cannot assure you that we will not experience periods of net cash outflow for operating activities
in the future. Our liquidity in the future will primarily depend on our ability to maintain adequate cash
inflow from operations to meet our debt obligations as they become due and on our ability to maintain
adequate external financing to meet our future capital commitments. Any prolonged or significant
decrease in our operating cash flows could materially and adversely affect our financial position and our
ability to service payment under the Notes.
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RISKS RELATING TO THE PRC AUTOMOBILE INDUSTRY

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

Our business operations are located in the PRC, where market practice allows the automakers to
grant non-exclusive dealership rights in the same geographical area. As a result, our results of operations
may be affected not only by competition between the automakers in terms of quality, delivery time and
price, but also by competition from other dealerships in the same region selling the same brands and
models of automobiles as our Group.

An increased number of the automakers and dealers in the PRC automobile industry could impact
our market share and result in a decrease in revenue and profit in new automobiles sales, repair
maintenance and detailing services and automobile accessories sales, and our growth prospects may be
adversely affected.

Strict or stricter fuel economy standards and emission standards, high fuel prices and taxes on
automobile consumption and registration restriction rules may restrict the supply of and/or reduce the
demand for automobiles, spare parts and automobile accessories in the PRC

The implementation and enforcement of strict or stricter fuel economy standards and emission
standards for automobiles are likely to raise manufacturing and distribution costs for all the automakers.
The automakers may raise their pricing guidelines for their automobiles, and consumer demand for
automobiles (particularly more expensive automobiles such as the mid-to-high end and luxury brand
automobiles retailed by our Group), spare parts, and automobile accessories may decline as a result.

The PRC Government currently subsidises the retail price of petrol. The PRC Government may
adjust the domestic oil supply price by considering several factors, including change in global crude oil
price. The PRC Government has adjusted the retail petrol price several times in 2010. The fluctuation of
petrol prices have led to noticeable changes in the level of demand for fuel in the PRC and disparities in
the cost and availability of petrol between different parts of China and made the cost of petrol in the PRC
less predictable. If the demand for fuel increases in the PRC, fuel shortages or price increases may occur.
Consumers may avoid increased or unpredictable costs or shortages and utilize alternative means of
transport such as bicycles, public buses and subways, or purchase more fuel-efficient automobiles.

The PRC Government adopted an automobile consumption tax on April 1, 2006. The increase of
applicable tax rates on automobiles with large cylinder capacities took effect on September 1, 2008
pursuant to the “Notice on Adjusting the Policy of the Consumption Tax on Passenger Vehicles” (i i
H& Tfe FH B 2 BLELK (128 ) as released by the PRC Ministry of Finance and the State Administration of
Taxation. Certain of the automobiles we sell have large cylinder capacities and are subject to relatively
higher automobile consumption tax rates.

In addition, the reduced automobile consumption tax rate applicable to automobile with an engine
capacity of 1.6 liters or less has been increased from 5% to 7.5% with effect from January 1, 2010. We
confirm that we have not yet experienced any material impact of the aforementioned policy on our
general operations as at the date of this offering memorandum, and we consider that the increase of the
reduced automobile consumption tax rate should not have any significant impact on our Group’s
operation and business performance given the contribution of revenue by automobile with capacity of 1.6
liters or less during the three years ended December 31, 2010 was not significant.

In addition, the Beijing municipal government announced on December 23, 2010 the “Provisional
Rules on the Control of Passenger Vehicles in Beijing Municipality” (b 5% T /)N % B 80 98 2 8 178 2)
(“registration restriction rules”) which restricts the number of passenger vehicles that can be registered in
Beijing each year.
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There can be no assurance that the PRC government will not implement stricter fuel economy
standards, emission standards, further increase fuel prices or automobile consumption tax rates, or
impose additional restrictions or taxes, or reduce or abort automobile consumption tax cuts or impose
registration restriction rules in other cities on the PRC automobile industry. We may not be able to pass on
increased costs to consumers, or may face a decline in sales as a result of lower demand or higher prices,
and there may be a material and adverse effect on our revenue, profits, and growth prospects.

Any failure to comply with applicable laws, rules and regulations governing the automobile dealership
industry may adversely affect our business

We operate in a highly regulated industry. We are required to maintain various approvals, licenses
and permits for our operations that are specific to the automobile dealership industry. There can be no
assurance that the PRC government will not amend or revise existing laws, rules or regulations to require
additional approvals, licenses or permits, or to impose stricter requirements to obtain or maintain the
approvals, licenses or permits required for our business operations. Any loss of or failure to obtain or
renew our approvals, licenses, or permits could disrupt our operations and any fines or other penalties
imposed by the PRC government could materially and adversely affect our results of operations, financial
position and reputation. Please see the section entitled “Regulations” in this offering memorandum for
more details.

We are dependent on the automakers and our other suppliers to adhere to all relevant laws and
regulations and to avoid material disputes

We do not exercise any control over the operations of the automakers and other suppliers and we can
provide no assurance of their compliance with all applicable laws, rules and regulations, or that they will
not be subject to labor disputes or strikes. Any violation of applicable laws, rules and regulations by the
automakers and suppliers may have negative consequences, including automobile and other product
recall activities and negative publicity.

There is uncertainty on the interpretation of the current PRC legal position in relation to foreign
investment in automobile dealership groups in the PRC

Automobile distribution in China is a highly regulated industry. Prior to 2001, an automobile
dealership group with 30 or more 4S dealerships in the PRC was not permitted to have foreign investment
in excess of 49.0% (“30 Dealerships Limitation”).

During China’s accession to the World Trade Organization in 2001, China made a commitment to
abolish the 30 Dealerships Limitation within five years of its accession'. Accordingly, each of the 2004
Edition of the Catalogue of Industries for Guiding Foreign Investment (4% % & & 2645 3 H #%(2004)4F
&%]) (“Catalogue”) promulgated by the NDRC and MOFCOM on October 30, 2004 which became
effective on January 1, 2005, the Measures for the Implementation of the Administration of Branded
Automobile Sales (VZHE i b 8 £ 4 HL B it BIF%) jointly promulgated by MOFCOM, NDRC and the State
Administration for Industry and Commerce (“SAIC”) on February 21, 2005 which became effective on
April 1, 2005, and the Measures for the Administration on Foreign Investment in Commercial Sector
CHI P 15 i 32 SE 84 BEE: ) promulgated by the MOFCOM on April 16, 2004 which became effective
on June 1, 2004, provides that the 30 Dealerships Limitation would terminate on December 11, 2006.
However, the 2007 Edition of the Catalogue promulgated by the NDRC and MOFCOM on November 30,
2007 which became effective on December 1, 2007, included the 30 Dealerships Limitation. As such,
there is uncertainty as to the interpretation of the current PRC legal position in relation to foreign
investment in automobile dealership groups with 30 or more 4S dealerships in the PRC.

! China has entered into the Accession to WTO Agreement (H[5 Jil At 2 4 4% 3% & &) on December 11, 2001, which states
that the 30 Dealerships Limitation as stipulated under Annex 9 “Schedule of Specific Commitments on Services” shall be
eliminated after five years from the date of accession (i.e. December 11, 2006) when foreign chain store operators shall have
the freedom of choice of any partners, legally established in China in accordance with PRC laws and regulations.
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Our PRC legal advisers, King & Wood, have advised that the Accession to WTO Agreement is an
international treaty which was approved at the 17th meeting of the Standing Committee of the 9th
National People’s Congress, and the approval of China’s accession to the WTO was endorsed by the
President of the PRC; whereas the 2007 Edition of the Catalogue was a domestic regulation approved by
the relevant domestic ministries and might be revised or interpreted by the relevant authorities. King &
Wood have advised that the Accession to WTO Agreement, which is an international treaty, should take
precedence over domestic laws and regulations promulgated by the State Council or the relevant
ministries or departments (including the 2007 Edition of the Catalogue). King & Wood have further
advised that decisions of the approving authorities should not conflict with China’s commitment to the
WTO regarding the 30 Dealerships Limitation when handling any individual case. Such view has been
confirmed by verbal consultations with the competent officials of the relevant approving authority
conducted by our Company and King & Wood and supported by the fact that none of our 4S dealerships
has encountered any restriction in obtaining approvals from the relevant PRC approving authorities for
the incorporation, acquisition and/or operation of additional 4S dealerships of our Group,
notwithstanding the number of our 4S dealerships has already exceeded the 30 Dealerships Limitation.
Accordingly, King & Wood have advised that it is unlikely that MOFCOM will interpret the 30
Dealerships Limitation differently in the future, which would in turn impact on the approval of new
establishment and acquisition of 4S dealerships by our Group.

We plan to establish and acquire additional 4S dealerships in the future and will seek approval from
MOFCOM as required under PRC law. Our Group has not encountered any restriction in connection with
the 30 Dealerships Limitation as at the date of this offering memorandum, and King & Wood have advised
that regardless of the future interpretation of the 30 Dealerships Limitation, the 30 Dealerships
Limitation will not apply retrospectively to the existing dealerships operated by our Group and that the
approvals granted to the dealerships of our Group would remain legal, valid and effective for the
following reasons: (i) the application for the establishment or acquisition of the dealerships of our Group
have been reviewed and approved by MOFCOM or its local counterparts where required; (ii) our Group
has applied to appropriate authorities for the approvals in accordance with the relevant laws and
regulations; (iii) our Group has provided all information required by the relevant laws and regulations to
the relevant authorities; (iv) MOFCOM or its local counterparts have granted such approvals within their
jurisdiction; and (v) the competent officials of the relevant approving authority have confirmed, in
response to the verbal consultations conducted by our Company and King & Wood, that the 30
Dealerships Limitation was no longer enforced since December 11, 2006 and they approve the
establishment and/or acquisition of foreign invested automobile dealerships in accordance with the
Measures for the Administration on Foreign Investment in Commercial Sector and the Measures for the
Implementation of the Administration of Branded Automobile Sales (both of which provide that the 30
Dealerships Limitation would have been terminated on December 11, 2006) as well as confirmed that our
Group will not be penalized for exceeding the 30 Dealerships Limitation.

As such, King & Wood have further advised that the business and 4S dealership network of our
Group which have already obtained the approvals from MOFCOM or its local counterparts will not be
adversely affected, and that our Group will not be subject to any penalty for exceeding the 30 Dealerships
Limitation.

However, we cannot assure you that the relevant PRC authorities will not interpret PRC laws, rules
and regulations relevant to our corporate structure differently in the future. If MOFCOM or its local
counterparts do not approve our establishment and/or acquisitions in the future, we will not be able to
implement our growth strategy by further expanding our 4S dealership network through establishing
and/or acquiring additional dealerships. We would only be able to operate our existing dealership which
have already obtained the approval from MOFCOM or its local counterparts and further develop our
business by increasing the productivity and profitability of our existing dealerships via re-investing our
retained earnings in the network.
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There can also be no assurance that the PRC Government will not amend or revise existing laws,
rules or regulations, or promulgate new laws, rules or regulations, which may be applicable to us, and
may materially and adversely affect our corporate structure and expansion strategy. Please also refer to
the sections entitled “Regulations — Foreign Investment in Restricted Industries” and “Our Business —
Legal Proceedings and Regulatory Compliance” in this offering memorandum.

RISKS RELATING TO CONDUCTING BUSINESS IN THE PRC

The business operations and future growth of our Group rely on the GDP and consumption growth in
the PRC market and may be adversely affected by changes in the economic, political and social
conditions, globally and in the PRC

All of our revenue during the three years ended December 31, 2010 was derived from our operations
in the PRC. We anticipate that the PRC will remain our primary market in the foreseeable future. One of
our strategies is to expand our operations in the PRC. Should there be any adverse change in the GDP and/
or consumer spending growth in the PRC, our results of operations, financial condition and growth
prospects may be materially and adversely affected.

In the past twenty years, the PRC has been one of the world’s fastest growing economies measured
in terms of GDP. However, historically, the PRC Government has taken measures to attempt to slow
economic growth to a more manageable level, especially with respect to the rate of growth in industrial
production, bank credit, fixed investment and monetary supply. Furthermore, a slowdown in the
economies of the United States, the European Union and certain Asian countries may significantly and
adversely affect economic growth in the PRC.

Since early 2008, concerns over inflation or deflation, energy costs, geopolitical issues, the
availability and cost of credit, have contributed to unprecedented levels of market volatility and
diminished expectations for the global economy and the markets in the future. These factors, combined
with volatile oil prices, declining business and consumer confidence and increased unemployment, have
precipitated an economic slowdown and a possible prolonged recession on a global basis. These events
have led the Chinese economy to experience a slowdown. We cannot predict the extent to which the
changing global economic conditions will affect GDP and consumer spending in the PRC. In addition,
consumer spending can be affected by factors such as changes or developments in economic and financial
condition, and social and political stability in the PRC, and other factors which are beyond our control.
Any changes in any of these conditions, or any changes in PRC laws, rules and regulations or other
policies in reaction to the changing economic conditions could materially and adversely affect our Group.

Political and economic policies of the PRC Government may affect our business and results of
operations and may result in our inability to sustain our growth and expansion plans

The PRC economy differs from the economies of most developed countries in a number of respects,
including the degree of government involvement, control of capital investment, and the overall level of
development. Before its adoption of reform and open door policies in 1978, China was primarily a
planned economy. In recent years the PRC Government has been reforming the PRC economic system
and the government structure. These reforms have resulted in significant economic growth and social
progress. Economic reform measures, however, may be adjusted, modified or applied inconsistently from
industry to industry or across different regions of the country. As a result, we may not continue to benefit
from all, or any, of these measures. In addition, we cannot predict whether changes in the PRC’s political,
economic and social conditions, laws, regulations and policies will have any adverse effect on our current
or future business, financial condition and results of operations.
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Our ability to pay dividends and utilize cash resources in our subsidiaries is dependent upon our PRC
subsidiaries’ earnings and distributions

Our Company is a holding company. Our revenue is generated from our business operations
conducted through our subsidiaries. Our Company’s ability to make dividend payments and other
distributions in cash, pay expenses, service any debts incurred, and finance the needs of other
subsidiaries, depends upon the receipt of dividends, distributions or advances from our subsidiaries. The
ability of our subsidiaries to pay dividends or other distributions may be subject to their earnings,
financial position, cash requirements and availability, applicable laws, rules and regulations, and
restrictions on making payments to our Company contained in financing or other agreements. If any of
our subsidiaries incurs debt in its own name, the instruments governing the debt may restrict dividends or
other distributions on its equity interest to us. These restrictions could reduce the amount of dividends or
other distributions that our Company receives from our subsidiaries, which could in turn restrict our
ability to fund our business operations and to pay dividends to our Shareholders. Our Company’s future
declaration of dividends may not reflect our historical declarations of dividends and will be at the
absolute discretion of our Board.

Furthermore, applicable PRC laws, rules and regulations permit payment of dividends by our PRC
subsidiaries only out of their retained earnings, if any, determined in accordance with PRC accounting
standards. Our PRC subsidiaries are required to set aside a certain percentage of their after-tax profit
based on PRC accounting standards each year to their respective reserve funds in accordance with the
requirements of relevant laws and provisions in their respective articles of associations, As a result, our
PRC subsidiaries are restricted in their ability to transfer a portion of their net income to us either in the
form of dividends, loans or advances. Any limitation on the ability of our PRC subsidiaries to pay
dividends to us could materially and adversely limit our ability to grow, make investments or acquisitions
that could be beneficial to our businesses, pay dividends or otherwise fund and conduct our business.

Distributions by our PRC subsidiaries to our Company in forms other than dividends may be subject
to government approval and taxes. Any transfer of funds from our Company to our PRC subsidiaries,
either as a shareholder loan or as an increase in registered capital, is subject to registration with, or
approval of, the relevant PRC Government authorities. In addition, our PRC subsidiaries are not
permitted to lend funds directly to each other under Chinese law. These limitations on the flow of funds
between and amongst us and our PRC subsidiaries could restrict our ability to respond to changing market
conditions or appropriately allocate funds to our PRC subsidiaries in a timely manner, or at all.

It may be difficult to effect service of process upon, or to enforce against, us or our directors or
members of our senior management who reside in the PRC, in connection with judgments obtained in
non-PRC courts

Almost all of our assets and our subsidiaries are located in China. In addition, most of our directors
and senior management reside within China, and the assets of our directors and senior management may
also be located within China. As a result, it may not be possible to effect service of process outside China
upon most of our directors and senior management, including matters arising under applicable securities
laws. Moreover, a judgment of a court of another jurisdiction may be reciprocally recognized or enforced
if the jurisdiction has a treaty with China or if judgments of the PRC courts have been recognized before
in that jurisdiction, subject to the satisfaction of other requirements. However, China does not have
treaties providing for the reciprocal enforcement of judgments of courts with Japan, the United Kingdom,
and many other countries. As a result, recognition and enforcement in the PRC of judgments of courts in
some jurisdictions is uncertain.

The national and regional economies in China and our prospects may be adversely affected by natural
disasters, acts of God, and occurrence of epidemics

Our business is subject to general economic and social conditions in China. Natural disasters,
epidemics and other acts of God which are beyond our control may adversely affect the economy,
infrastructure and livelihood of the people in China. Some regions in China, including certain cities
where we operate, are under the threat of flood, earthquake, sandstorm, snowstorm, fire, drought, or
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epidemics such as Severe Acute Respiratory Syndrome, or SARS, H5N1 avian flu or the human swine flu,
also known as Influenza A (HIN1). For instance, a serious earthquake and its successive aftershocks hit
Sichuan province in May 2008 and subsequently, resulting in tremendous loss of lives and injury and
destruction of assets in the region. In addition, past occurrences of epidemics, depending on their scale,
have caused different degrees of damage to the national and local economies in China. A recurrence of
SARS or an outbreak of any other epidemics in China, such as the HSN1 avian flu or the human swine flu,
especially in the cities where we have operations, may result in material disruptions to our property
development and our sales, which in turn may adversely affect our business, financial condition and
results of operations.

In addition, the recent catastrophic earthquake in Japan has also led to a reduction or postponement
in production for certain Japanese automakers, including Toyota. If the reduction or postponement in
production of the brands of automobile we retail continues, our business, financial condition and results
of operations may be adversely affected.

The state of the PRC’s political relationships with other nations may affect the performance of our
operations

We retail automobiles, spare parts, automobile accessories and other automobile-related products
supplied by a number of automakers and suppliers. A significant number of the automakers and suppliers
are foreign entities with headquarters in Japan or members of the European Union, or are joint ventures
incorporated in the PRC by such foreign entities.

China’s political relationships with other nations, particularly those connected or associated with
the automakers or other suppliers may affect both supply and demand for the relevant automaker or
supplier’s products. There can be no assurance that PRC consumers will not alter their brand preferences
based on the state of political relations between China and the automaker or supplier’s real or perceived
country of origin. Any relevant political dispute and adverse response to it by PRC automobile consumers
may cause a decline in our revenue and profits and materially and adversely affect our financial
condition, results of operations and prospects for growth.

RISKS RELATING TO RENMINBI-DENOMINATED NOTES
Governmental control of currency conversion may affect the value of your investment

The PRC government imposes controls on the convertibility of Renminbi into foreign currencies
and, in certain cases, the remittance of currency to jurisdictions outside China. We receive substantially
all of our revenue in Renminbi. Under our current structure, our income is primarily derived from
dividend payments from our PRC subsidiaries. Shortages in the availability of foreign currency may
restrict the ability of our PRC subsidiaries to remit sufficient foreign currency to pay dividends or other
payments to us or otherwise satisfy their foreign currency denominated or settled obligations. Under
existing PRC foreign exchange regulations, payments of certain current account items can be made in
foreign currencies without prior approval from the local branch of SAFE, by complying with certain
procedural requirements. However, approval from the appropriate government authorities is required
where Renminbi is to be converted into foreign currency and remitted to a jurisdiction outside China to
pay capital expenses such as the repayment of bank loans denominated in foreign currencies. The PRC
government may also, at its discretion, restrict access to foreign currencies for current account
transactions in the future. If the PRC foreign exchange control system prevents us from obtaining
sufficient foreign currency to satisfy our currency demands, our PRC subsidiaries may not be able to pay
dividends in foreign currencies to us and we may not be able to service our debt obligations denominated
or settled in foreign currencies.

We may be subject to risks presented by fluctuations in exchange rates between the Renminbi and other
currencies

The Notes are denominated in Renminbi and substantially all of our revenues are generated by our
PRC operating subsidiaries and are denominated in Renminbi. Pursuant to reforms of the exchange rate
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system announced by PBOC on July 21, 2005, Renminbi-to-foreign currency exchange rates are allowed
to fluctuate within a narrow and managed band against a basket of foreign currencies. There are limited
hedging instruments available in China to reduce our exposure to exchange rate fluctuations between the
Renminbi and other currencies. To date, we have not entered into any hedging transactions to reduce our
exposure to such risks. We may enter into foreign exchange or interest rate hedging agreements in respect
of our foreign currency denominated liabilities. These hedging agreements may require us to pledge or
transfer cash and other collateral to secure our obligations under the agreements, and the amount of
collateral required may increase as a result of mark-to-market adjustments. These agreements may be
secured by pledges of our cash and other assets as permitted under the Indenture. If we were unable to
provide such collateral, it could constitute a default under such agreements.

Renminbi is not freely convertible. There are significant restrictions on remittance of RMB into and
outside the PRC and the availability of RMB funds from the Group’s China operations for servicing
the Notes may be subject to future limitations imposed by the PRC government

Renminbi is not freely convertible at present. The PRC government continues to regulate conversion
between Renminbi and foreign currencies, including the Hong Kong dollar, despite the significant
reduction over the years by the PRC government of control over routine foreign exchange transactions
under current accounts. Participating banks in Hong Kong have been permitted to engage in the
settlement of RMB trade transactions under a pilot scheme introduced in July 2009. This represents a
current account activity. The pilot scheme was extended in June 2010 to cover twenty provinces and cities
in China and to make RMB trade and other current account item settlement available in all countries
worldwide.

Subject to limited exceptions, there is currently no specific PRC regulation on the remittance of
Renminbi into China for settlement of capital account items. Foreign investors may only remit offshore
RMB into China for capital account purposes such as shareholders’ loan or capital contribution upon
obtaining specific approvals from the relevant authorities on a case by case basis. Subject to obtaining all
necessary approvals from the relevant PRC government authorities, the Company intends to remit the net
proceeds from this offering of the Notes into China to its PRC subsidiaries for general corporate
purposes. There is no assurance that the relevant approvals and registration will be obtained at all and, if
obtained, they will not be revoked or amended in the future.

There is no assurance that the PRC government will continue to gradually liberalise the control over
cross-border RMB remittances in the future or that new PRC regulations will not be promulgated in the
future which have the effect of restricting the remittance of Renminbi into or outside China. In the event
that the Company is not able to repatriate funds outside China in Renminbi to service any shareholders’
loan made by it to any of its PRC subsidiaries or through other means, it will need to source Renminbi
offshore to finance its obligations under the Notes, and its ability to do so will be subject to the overall
availability of Renminbi outside China.

There is only limited availability of Renminbi outside China, which may affect the liquidity of the
Notes and the Company’s ability to source Renminbi outside China to service the Notes

As a result of the restrictions by the PRC government on cross-border Renminbi fund flows, the
availability of Renminbi outside of China is limited.

Since February 2004, in accordance with arrangements between the PRC central government and the
Hong Kong government, licensed banks in Hong Kong may offer limited Renminbi-denominated banking
services to Hong Kong residents and specified business customers. The PBOC, the central bank of China,
has also established a Renminbi clearing and settlement system for participating banks in Hong Kong. On
July 19, 2010, further amendments were made to the Settlement Agreement on the Clearing of RMB
Business (the “Settlement Agreement”) between the PBOC and Bank of China (Hong Kong) Limited (the
“RMB Clearing Bank”) to further expand the scope of RMB business for participating banks in Hong
Kong. Pursuant to the revised arrangements, all corporates are allowed to open RMB accounts in Hong
Kong; there is no longer any limit on the ability of corporates to convert RMB; and there will no longer be
any restriction on the transfer of RMB funds between different accounts in Hong Kong.
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However, the current size of Renminbi-denominated financial assets outside China is limited. As of
January 2011, the total amount of Renminbi deposit held by institutions authorised to engage in
Renminbi banking business in Hong Kong amounted to approximately RMB370.6 billion. In addition,
participating banks are also required by the HKMA to maintain a total amount of Renminbi (in the form
of cash and its settlement account balance with the RMB Clearing Bank) of no less than 25 percent of
their Renminbi deposits, which further limits the availability of Renminbi that participating banks can
utilize for conversion services for its customers. Renminbi business participating banks do not have
direct Renminbi liquidity support from PBOC. The RMB Clearing Bank will only has access to onshore
liquidity support from PBOC to square open positions of participating banks for limited types of
transactions, including open positions resulting from conversion services for corporates in relation to
cross-border trade settlement and for personal customers of up to RMB20,000 per person per day. The
RMB Clearing Bank is not obliged to square for participating banks any open positions resulting from
other foreign exchange transactions or conversion services and the participating banks will need to source
Renminbi from the offshore market to square such open positions.

Although it is expected that the offshore Renminbi market will continue to grow in depth and size,
its growth is subject to many constraints as a result of PRC laws and regulations on foreign exchange.
There is no assurance that new PRC regulations will not be promulgated in the future which have the
effect of restricting availability of Renminbi offshore. The limited availability of Renminbi outside China
may affect the liquidity of the Notes. To the extent the Company is required to source Renminbi in the
offshore market to service the Notes, there is no assurance that it will be able to source such Renminbi on
satisfactory terms, if at all.

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

Our business and operations in China are governed by the legal system of China. The PRC legal
system 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 such economic matters as foreign investment, corporate organization and governance,
commence, 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 inconsistencies. Some of the laws and regulations are still at a developing 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 China, including the
promulgation of new laws, changes to existing laws or the interpretation or enforcement thereof, or the
pre-emption of local regulations by national law. As a result, there is substantial uncertainty as to the
legal protection available to us and investors in our Notes. 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 China may be protracted and result in
substantial costs and the diversion of resources and management attention.

Our operations in China 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 noteholders’ 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.
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RISKS RELATING TO THE NOTES

The Company is a holding company, and the Notes will be effectively subordinated to all indebtedness
and other liabilities of subsidiaries of the Company

The Company is a holding company with no material operations or assets of their own. We conduct
our operations through our PRC subsidiaries. The Company’s primary assets consist of its direct and
indirect ownership interests in our PRC subsidiaries, which are held through the Subsidiary Guarantor.
None of the PRC subsidiaries will guarantee the Notes on the issue date, and the subsidiaries will not be
required to guarantee the Notes after the issue date unless they have also guaranteed other indebtedness
of the Company after the issue date. Creditors (including trade creditors) and preferred shareholders of
our subsidiaries will therefore generally be entitled to payment from our subsidiaries’ assets before such
assets can be distributed to the Company and made available to holders of the Notes. As a result, the
Company’s payment obligations under the Notes will be effectively subordinated to all existing and
future obligations of our subsidiaries, including obligations to trade creditors, and all claims of creditors
and preferred shareholders of our subsidiaries will have to be satisfied before assets of those subsidiaries
would be available for distribution to the Company or their creditors, including holders of the Notes.

As of December 31, 2010, the Company had bank loans and other borrowings in the amount of
RMB4,924.5 million, capital commitments of RMB257.2 million and no contingent liabilities arising
from guarantees. The Notes and the indenture governing the Notes permit us, including our subsidiaries,
to incur additional indebtedness and other liabilities, subject to certain limitations. There can be no
assurance that the subsidiaries’ assets will be sufficient to fully repay their indebtedness, other liabilities
and the Notes or that the subsidiaries will be able to repay their indebtedness and other liabilities if there
is an acceleration of such indebtedness or other liabilities.

Our subsidiaries are subject to restrictions on the payment of dividends and the repayment of
intercompany loans or advances to the Company and our subsidiaries

As a holding company, the Company depends upon the receipt of dividends and the repayment of
intercompany loans or advances from its subsidiaries and joint venture companies to satisfy its
obligations, including its obligations under the Notes. The ability of our subsidiaries and joint venture
companies to pay dividends or repay intercompany loans or advances to their shareholders (and
ultimately to the Company) is subject to, among other things, distributable earnings, cash flow
conditions, applicable law, and restrictions contained in the relevant constitutive documents or
shareholders’ agreements (if any) of such subsidiaries and joint venture companies. In addition, if any of
our subsidiaries raises capital by issuing equity securities to third parties, dividends declared and paid
with respect to such equity securities would not be available to the Company to make payments on the
Notes. These restrictions could reduce the amounts that the Company receives from our subsidiaries,
which would restrict the Company’s ability to meet our payment obligations under the Notes and the
Subsidiary Guarantees.

Most of our business operations and our assets are at our PRC subsidiaries. PRC laws and
regulations permit payment of dividends only out of accumulated profits as determined in accordance
with PRC accounting standards and regulations. Such profits differ from profits determined in
accordance with HKFRS in certain significant respects, including the use of different bases of
recognition of turnover and expenses. Our PRC subsidiaries are also required to set aside a portion of
their after-tax profits according to PRC accounting standards and regulations to fund certain reserve
funds that are not distributable as cash dividends. Furthermore, dividends paid by our PRC subsidiaries to
their non-PRC parent companies will be subject to a 10% withholding tax, unless there is a tax treaty
between the PRC and the jurisdiction in which the overseas parent company is incorporated that
specifically exempts or reduces such withholding tax. While the PRC and Hong Kong have an avoidance
of double taxation arrangement under which such withholding tax rate may be reduced to 5% if the
non-PRC parent company in question is a Hong Kong resident and directly holds a 25% or more interest
in the relevant PRC subsidiary, withholding is still required. As a result of such restrictions, there could
be timing limitations on payments from our PRC subsidiaries that would be necessary to meet payments
required by the Notes, and there could be restrictions on payments required to redeem the Notes at
maturity or as required in the event of any early redemption. See “Description of Other Material
Indebtedness.”

—41 -



These restrictions could reduce the amounts that we receive from our subsidiaries, which would
restrict the Company’s ability to meet obligations under the Notes and the Subsidiary Guarantees. As a
result, there can be no assurance that we will have sufficient cash flows from dividend distributions or
repayment of intercompany loans or advances to satisfy our obligations under the Notes.

The Notes are unsecured obligations
As the Notes are unsecured obligations, their repayment may be compromised if:
. we enter into bankruptcy, liquidation, reorganization or other winding-up proceeding;

. there is a default in payment under our future secured indebtedness or other unsecured
indebtedness; or

. there is an acceleration of any of our indebtedness. If any of these events occur, our assets may
not be sufficient to pay amounts due on the Notes.

We have made, and in the future may continue to make, investments in non-controlling interests

We have made, and in the future may continue to make, investments in entities engaged in permitted
business in which we have a non-controlling interest. We may use a portion of the proceeds of the offering
to make these types of investments. Although the indenture governing the Notes restricts us and our
restricted subsidiaries from making investments in non-controlling interests, these restrictions are
subject to important exceptions and qualifications. For a more detailed description of the exceptions, see
the covenant entitled “Limitation on Restricted Payments” and the definition of “Permitted Investments”
in “Description of the Notes.” We cannot assure you that such non-controlling investments will contribute
to our income or cash flow and we may suffer partial or complete loss with respect to such investments.

We have substantial bank borrowings and may incur substantial additional indebtedness in the future,
which could adversely affect our financial health and our ability to generate sufficient cash to satisfy
our outstanding and future debt obligations

We now have, and will continue to have after the offering of the Notes, a substantial amount of
indebtedness. At December 31, 2008, 2009 and 2010, our total bank loans and other borrowings were
RMB1,157.5 million, RMB1,797.1 million and RMB4,924.5 million, respectively. In addition, although
our existing financing instruments contain, and the indenture governing the Notes will contain,
restrictions on our ability and the ability of our subsidiaries to incur additional indebtedness, these
restrictions are subject to a number of important qualifications and exceptions and we and our
subsidiaries may incur substantial additional indebtedness in the future, including the issuance of debt
securities or entering into banking or other loan arrangements.

Our substantial indebtedness and incurrence of substantial indebtedness in the future could have
sufficient consequences to our business and to holders of the Notes, including:

. making it more difficult for us to satisfy our obligations under the Notes and our other
indebtedness;
. increasing our vulnerability to adverse general economic and industry conditions;

. requiring us to dedicate a substantial portion of our cash flow from operations to payment on
our indebtedness, thereby reducing the availability of our cash flow to fund working capital,
capital expenditures and other general corporate requirements;

. limiting our flexibility in planning for, or reacting to, changes in our businesses and the
industry in which we operate;
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. placing us at a competitive disadvantage compared to our competitors that have less debt;
i limiting our ability to obtain additional financing; and
. increasing the cost of additional financing.

Our ability to generate sufficient cash to satisfy our outstanding and future debt obligations will
depend upon our future operating performance, which will be affected by prevailing economic conditions
and financial, business and other factors, many of which are beyond our control. There can be no
assurance that we will be able to generate sufficient cash flow to meet our anticipated operating expenses
or to service our debt obligations as they become due. If we are unable to service our indebtedness, we
will be forced to adopt an alternative strategy that may include actions such as reducing or delaying
capital expenditures, selling assets, restructuring or refinancing existing indebtedness or seeking equity
capital. These strategies, if implemented, may not be instituted on satisfactory terms.

In addition, our existing financing arrangements as well as the indenture governing the Notes
impose operating and financial restrictions on our business (including, under several existing bank loan
agreements of our subsidiaries, the maintenance of certain financial ratios). Our ability to meet such
financial ratios may be affected by events beyond our control. There can be no assurance that we will be
able to meet these ratios. These provisions may negatively affect our ability to react to changes in market
conditions, take advantage of business opportunities we believe to be desirable, obtain future financing,
fund necessary capital expenditures, or withstand a continuing or future downturn in our business. Any of
these constraints upon us could materially and adversely affect our ability to satisfy our obligations under
the Notes and other debt.

If we are unable to comply with the restrictions and covenants in our debt agreements or the indenture
governing the Notes, there could be a default under the terms of these agreements or the Indenture,
which could cause the repayment of our debt to be accelerated

If we are unable to comply with the restrictions and covenants in the Notes, the Indenture or our
current or future financing and other agreements, there could be a default under the terms of these
agreements. In the event of a default under these agreements, the holders of the relevant debt could
terminate their commitments to lend to us, accelerate the debt obligation and declare all amounts
borrowed due and payable or terminate the agreements, as the case may be. Furthermore, certain debt
agreements, including the Notes, may contain cross-acceleration or cross-default provisions. As a result,
default under one debt agreement may cause the acceleration of repayment of not only such debt but also
other debt, including the Notes, or result in a default under other debt agreements, including the
indenture. If any of these events should occur, there can be no assurance that our assets and cash flow
would be sufficient to repay in full all indebtedness, or that alternative financing could be found. Even if
alternative financing can be obtained, there can be no assurance that it would be on terms that are
favorable or acceptable to us.

—43 —



Our operations are restricted by the terms of the Notes and the indenture governing the Notes, which
could limit our ability to plan for or to react to market conditions or meet our capital needs that, in
turn, could increase your credit risk

The Notes and the indenture governing the Notes contain a number of significant restrictive
covenants. These covenants restrict, among other things, our ability, and the ability of our Restricted
Subsidiaries, to:

o incur additional indebtedness;

. declare dividends on capital stock or purchase or redeem capital stock;

. make investments or other specified restricted payments;

o guarantee indebtedness of Restricted Subsidiaries;

. create liens, guarantees or indemnities for securing any debt securities; and
. sell assets.

These covenants could limit our ability to plan for or react to varying market conditions or to meet
our capital needs. Our ability to comply with these covenants may be affected by events beyond our
control, and we may have to curtail some of our operations and growth plans to maintain compliance.

The Company may be unable to repurchase the Notes upon a change of control triggering event

Upon a Change of Control Triggering Event (as defined in the “Description of the Notes”), the
Company must make an offer to repurchase all outstanding Notes at a purchase price equal to 101% of
their principal amount, plus accrued and unpaid interest, if any, up to, but not including, the date of
purchase. See “Description of the Notes — Repurchase of Notes Upon a Change of Control.” The source
of funds for any such purchase would be the Company’s available cash or third-party financing. However,
the Company may not have enough available funds at the time of the occurrence of any Change of Control
to make purchases of tendered outstanding Notes. The Company’s failure to make the offer to purchase or
purchase tendered Notes would constitute an Event of Default (as defined in the “Description of Notes™)
under the Notes. This Event of Default may, in turn, constitute an event of default under other
indebtedness, any of which could cause the related debt to be accelerated after any applicable notice or
grace periods. If the Company’s other debt were to be accelerated, it may not have sufficient funds to
purchase the Notes and repay the debt.

In addition, the definition of Change of Control Triggering Event in the indenture governing the
Notes does not necessarily include protection for the holders of the Notes in the event of certain highly
leveraged transactions, including certain acquisitions, mergers, refinancings, restructurings or other
recapitalizations. These transactions could increase the Company’s indebtedness or otherwise affect its
capital structure or credit ratings. The definition of Change of Control Triggering Event for purposes of
the indenture governing the Notes also includes a phrase relating to the sale of “all or substantially all” of
its assets. Although there is a limited body of case law interpreting the phrase “substantially all,” there is
no precise established definition under applicable law. Accordingly, the Company’s obligation to make an
offer to purchase the Notes, and the ability of a holder to require it to purchase its Notes pursuant to the
offer as a result of a highly leveraged transaction or a sale of less than all of its assets, may be uncertain.

An active trading market for the Notes may not develop, and the trading price of the Notes could be
materially and adversely affected

The Notes are new issues of securities for which there is currently no trading market. Approval
in-principle has been received for the listing of the Notes on the SGX-ST. However, there can be no
assurance that we will be able to obtain or maintain such listing or that, if listed, an active trading market
will develop. If no active trading market develops, you may not be able to resell your Notes at their fair
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market value or at all. Future trading prices of the Notes will depend on many factors, including
prevailing interest rates, our operating results and the market for similar securities. We have been advised
that the Initial Purchasers intend to make a market in the Notes, but the Initial Purchasers are not
obligated to do so and may discontinue such market making activity at any time without notice. Therefore
there can be no assurance that an active trading market for the Notes will develop or be sustained. If an
active trading market for the Notes does not develop or is not maintained, the market price and liquidity
of the Notes may be adversely affected.

In addition, the Notes may trade at prices that are higher or lower than the price at which the Notes
have been issued. The price at which the Notes trade depends on many factors, including:

. prevailing interest rates and interest rate volatility;

. our results of operations, financial condition and future prospects;

J changes in our industry and competition;

o the market conditions for similar securities; and

o general economic conditions, almost all of which are beyond our control.

As aresult, there can be no assurance that you will be able to resell the Notes at attractive prices or
at all.

The liquidity and price of the Notes following the offering may be volatile

The price and trading volume of the Notes may be highly volatile. Factors such as variations in our
turnover, earnings and cash flows and proposals for new investments, strategic alliances and/or
acquisitions, interest rates, currency exchange rates and fluctuations in prices for comparable companies
could cause the price of the Notes to change. Any such developments may result in large and sudden
changes in the volume and price at which the Notes will trade. There can be no assurance that these
developments will not occur in the future.

No credit rating agencies have assigned ratings to the Notes

The Notes have not been assigned ratings by any rating agencies, and we have not requested any
rating agencies to assign ratings to the Notes. Ratings assigned by rating agencies represent such rating
agencies’ assessment of our ability to perform our obligations under the terms of the Notes and credit
risks in determining the likelihood that payments will be made when due under the Notes. We currently
have no plans to obtain ratings on the Notes from any credit rating agencies. If we in the future obtain
ratings on the Notes from any rating agencies, such ratings (and any subsequent revision, downgrade or
withdrawal of such ratings) may adversely affect the market price of the Notes and our ability to access
the debt capital markets in the future that in turn may have a material adverse effect on our financial
condition and results of operations.

PRC regulations regarding shareholder loans by offshore holding companies to PRC entities may
delay or prevent us from transferring to our PRC subsidiaries proceeds of this Notes offering in the
form of loans, as such, our ability to make timely payments of interest, or even the principal, under the
Notes would be impaired

According to the existing PRC rules and regulations relating to supervision of foreign debt, loans by
foreign companies to their subsidiaries in China, such as our PRC subsidiaries established as
foreign-invested enterprises in China, are considered foreign debt, and such loans must be registered with
the relevant local branches of SAFE. Such rules and regulations also provide that the total outstanding
amount of such foreign debt borrowed by any foreign-invested enterprise may not exceed the difference
between its total investment and its registered capital, each as approved by the relevant PRC authorities.
There can be no assurance that our PRC subsidiaries will be able to complete such registration on a timely
basis, or at all.

— 45 —



In addition, in July 2007, SAFE issued a circular indicating that it would not process any foreign
debt registration or conversion of foreign debt for foreign-invested enterprises in the real estate sector
that was approved by the local office of MOFCOM, and registered with MOFCOM after June 1, 2007.
Though we are not real estate developers, we cannot assure you that SAFE will not in the future
promulgate rules prohibiting us from making shareholder loans to our PRC subsidiaries.

As such, there can be no assurance that the dividend payments from our PRC subsidiaries will be
available on each interest payment date to pay the interest due and payable under the Notes, or on the
maturity date to pay the principal of the outstanding Notes.

We may be unable to obtain and remit foreign exchange

Our ability to satisfy our obligations under the Notes depends solely upon the ability of our PRC
subsidiaries to obtain and remit sufficient foreign currency to pay dividends to us. Our PRC subsidiaries
must present certain documents to SAFE, its authorized branch, or the designated foreign exchange bank,
for approval before they can obtain and remit foreign currencies out of the PRC (including, in the case of
dividends, evidence that the relevant PRC taxes have been paid and, in the case of shareholder loans,
evidence of the registration of the loan with the SAFE). Prior to payment of interest and principal on any
shareholder loan we make to our PRC subsidiaries, the relevant PRC subsidiary must also present
evidence of payment of the 10% (or 7% if the interest is paid to a Hong Kong resident) withholding tax on
the interest payable with respect to such shareholder loan. If any PRC subsidiary for any reason fails to
satisfy any of the PRC legal requirements for remitting foreign currency payments, the PRC subsidiary
will be unable to pay us dividends or interest and principal on our existing shareholder loans, which may
affect our ability to satisfy our obligations under the Notes.

The insolvency laws of the Cayman Islands and other local insolvency laws may differ from those of
other jurisdictions with which the holders of the Notes are familiar

Because the Company was incorporated under the laws of the Cayman Islands, any insolvency
proceeding relating to the Company may involve Cayman Islands insolvency laws, the procedural and
substantive provisions of which may differ from comparable provisions of the local insolvency laws of
jurisdictions with which the holders of the Notes are familiar. In addition, almost all of our subsidiaries
holding equity interests in our PRC subsidiaries are incorporated in the British Virgin Islands or Hong
Kong, and the insolvency laws of the British Virgin Islands and Hong Kong also may differ from the laws
of other jurisdictions with which the holders of the Notes are familiar.

We conduct substantially all of our business operations through PRC-incorporated subsidiaries in
China. Our PRC subsidiaries are subject to the bankruptcy and insolvency laws of China. The PRC laws
and regulations relating to bankruptcy and insolvency and the legal proceedings in that regard may
significantly differ from those of other jurisdictions with which the holders of the Notes are familiar. You
should analyze the risks and uncertainties carefully before you invest in our Notes.

We will follow the applicable disclosure standards for debt securities listed on the SGX-ST, which
standards may be different from those applicable to companies in certain other countries

We will be subject to reporting obligations with respect to the Notes to be listed on the SGX-ST. The
disclosure standards imposed by the SGX-ST may be different from those imposed by securities
exchanges in other countries or regions. As a result, the level of information that is available may not
correspond to what investors in the Notes are accustomed to.
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There may be less publicly available information about us than is available for public companies in
certain other jurisdictions

The Company is a company listed on the Hong Kong Stock Exchange. There may be less publicly
available information about companies listed in Hong Kong than is regularly made available by public
companies in certain other jurisdictions. In addition, our financial statements are prepared and presented
in accordance with HKFRS, which differ in certain significant respects from generally accepted
accounting principles or other accounting standards in other jurisdictions, which might be material to the
financial information contained in this offering memorandum. We have not prepared a reconciliation of
our combined financial information, combined financial statements and our consolidated financial
statements and related footnotes between HKFRS and generally accepted accounting principles or other
accounting standards in other jurisdictions. In making an investment decision, you must rely upon your
own examination of us, the terms of the offering and our financial information. You should consult your
own professional advisers for an understanding of the differences between HKFRS and generally
accepted accounting principles and other accounting standards in other jurisdictions and how those
differences might affect the financial information contained in this offering memorandum.

Certain facts, forecast and statistics are derived from publications not independently verified by us, the
Initial Purchasers or our or their respective advisors

Facts and other statistics in this offering memorandum relating to China’s economy and the
automobile industry are derived from public or third party sources. While we have taken reasonable care
to ensure that the facts, forecast and statistics presented are accurately reproduced from such sources,
they have not been independently verified by us, the Initial Purchasers or our or their respective 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 China. Due to possibly flawed or ineffective
calculation and collection methods and other problems, the facts and statistics herein may be inaccurate
or may not be comparable to facts and statistics produced for other economies and should not be unduly
relied upon. Further, there can be no assurance that they are stated or compiled on the same basis or with
the same degree of accuracy as may be the case elsewhere. In all cases, investors should give
consideration as to how much weight or importance they should attach to or place on such facts, forecasts
or statistics.

The Notes will initially be held in book-entry form, and therefore you must rely on the procedures of
the relevant clearing systems to exercise any rights and remedies

The Notes will initially only be issued in global certificated form and held through CMU. Interests
in the global notes representing the Notes will trade in book-entry form only, and notes in definitive
registered form will be issued in exchange for book-entry interests only in very limited circumstances.
Owners of book-entry interests will not be considered owners or holders of the Notes for purposes of the
indenture governing the Notes. The sub-custodian for CMU will be the sole registered holder of the
global notes. Accordingly, you must rely on the procedures of CMU, and if you are not a participant in
CMU, on the procedures of the participant through which you own your interest, to exercise any rights
and obligations of a holder of the Notes under the indenture. Upon the occurrence of an event of default
under the indenture, unless and until definitive registered notes are issued with respect to all book-entry
interests, if you own a book-entry interest, you will be restricted to acting through Euroclear and
Clearstream. The procedures to be implemented through Euroclear and Clearstream may not be adequate
to ensure the timely exercise of rights under the notes. See “Description of the Notes — Summary of
Provisions Relating to the Notes in Global Form.
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RISKS RELATING TO THE SUBSIDIARY GUARANTEES
Our initial Subsidiary Guarantors do not currently have significant operations

Although we conduct substantially all of our business operations through our PRC subsidiaries,
none of our current PRC subsidiaries will provide a Subsidiary Guarantee either upon issuance of the
Notes or at any time thereafter. No future subsidiaries that may be organized under the laws of the PRC
will provide a Subsidiary Guarantee at any time in the future. As a result, the Notes will be effectively
subordinated to all the debt and other obligations, including contingent obligations and trade payables, of
the PRC subsidiaries.

The initial Subsidiary Guarantors that will guarantee the Notes do not have significant operations.
We cannot assure you that the initial Subsidiary Guarantors or any subsidiaries that may become
Subsidiary Guarantors in the future would have the funds necessary to satisfy our financial obligations
under the Notes if we are unable to do so.

The Subsidiary Guarantees may be challenged under applicable insolvency or fraudulent transfer
laws, which could impair the enforceability of the Subsidiary Guarantees

Under bankruptcy laws, fraudulent transfer laws, insolvency laws in the BVI and other jurisdictions
where future Subsidiary Guarantors may be established or where insolvency proceedings may be
commenced with respect to any such Subsidiary Guarantor, a guarantee could be voided, or claims in
respect of a guarantee could be subordinated to all other debts of that guarantor if, among other things and
where applicable, the guarantor, at the time it incurred the indebtedness evidenced by, or when it gives, its
guarantee:

(1) incurred the debt with the intent to defraud creditors (whenever the transaction took place, and
irrespective of insolvency);

(2) put the beneficiary of the guarantee in a position which, in the event of the guarantor’s
insolvency, would be better than the position the beneficiary would have been in had the
guarantee not been given,;

(3) received no consideration, or received consideration in money or money’s worth that is
significantly less than the consideration supplied by the guarantor.

In the case of (2) and (3) above, a guarantee will only be voidable if it was entered into at a time
when the guarantor was insolvent, or if it became insolvent as a consequence of doing so. Insolvency in
this context under BVI law means that the guarantor is unable to pay its debts as they fall due.
Additionally, a guarantee will only be voidable if it is given within the six-month period preceding the
commencement of liquidation or within the two-year period, if the guarantor and the beneficiary are
connected entities.

The measure of insolvency for purposes of the foregoing will vary depending on the laws of the
jurisdiction which are being applied. Generally, however, a guarantor would be considered insolvent at a
particular time if it were unable to pay its debts as they fell due or if the sum of its debts was then greater
than all of its property at a fair valuation or if the present fair saleable value of its assets was then less
than the amount that would be required to pay its probable liabilities on its existing debt as they became
absolute and matured.
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In addition, a guarantee may be subject to review under applicable insolvency or fraudulent transfer
laws in certain jurisdictions or subject to a lawsuit by or on behalf of creditors of the guarantors. In such
case, the analysis set forth above would generally apply, except that the guarantee could also be subject to
the claim that, since the guarantee was not incurred for the benefit of the guarantor, the obligations of the
guarantor thereunder were incurred for less than reasonably equivalent value or fair consideration.

In an attempt to limit the applicability of insolvency and fraudulent transfer laws in certain
jurisdictions, the obligations of the Subsidiary Guarantors under the Subsidiary Guarantees will be
limited to the maximum amount that can be guaranteed by the applicable Subsidiary Guarantor without
rendering the guarantee, as it relates to such Subsidiary Guarantor, voidable under such applicable
insolvency or fraudulent transfer laws. We cannot assure you that such limitation will be effective in
preserving the enforceability of any of the Subsidiary Guarantees.

If a court voided a Subsidiary Guarantee, subordinated such guarantee to other indebtedness of the
Subsidiary Guarantor, or held the Subsidiary Guarantee unenforceable for any other reason, holders of
the Notes would cease to have a claim against that Subsidiary Guarantor based upon such guarantee,
would be subject to the prior payment of all liabilities (including trade payables) of such Subsidiary
Guarantor, and would solely be creditors of us and any Subsidiary Guarantor whose guarantee was not
voided or held unenforceable. We cannot assure you that, after providing for all prior claims, there would
be sufficient assets to satisfy the claims of the holders of the Notes.
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USE OF PROCEEDS

We estimate that the net proceeds from this offering, after deducting the discount to the Initial
Purchasers and other estimated expenses payable in connection with this offering, will be approximately
RMB1,223.0 million. We intend to use the net proceeds for (i) the expansion of our distribution network
of 4S dealerships, both through organic growth and selective acquisitions, alliances, joint ventures and
other strategic investments; and (ii) for general corporate and working capital purposes.

To the extent that the net proceeds are not immediately applied to the above purposes and to the

extent permitted by applicable law and regulations, we intend to deposit the net proceeds into short-term
demand deposits with authorized financial institutions.
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CAPITALIZATION

The following table sets forth the consolidated cash and cash equivalent, bank loans and other
borrowings and capitalization of our Group as of December 31, 2010:

o on an actual basis; and

. as adjusted as of December 31, 2010 to give effect to the issue of the Notes and the net
proceeds we are expected to receive from the issue of the Notes (after deducting the Initial
Purchasers’ discount, fees, commissions and other estimated expenses payable by us in
connection with the offering of the Notes).

This table should be read in conjunction with our financial statements and related notes included
elsewhere in this offering memorandum.

As of December 31, 2010

Actual As adjusted
(unaudited)
(RMB’000) (RMB’000)
Cash and cash equivalent .................................. 2,989,718 4,212,718
Current liabilities: .. ...... ... ... ... ... ... ... .. .. ... ... ...
Bank loans and other borrowings .............. ... ... .. ..... 4,924,455 4,924,455
Non-current liabilities: ............. ... .. ... .. ... ... ...
Notes to be issued . ... e — 1,223,000
Capital and reserves attributable to owners of the parent .. ...
Share capital ....... ... .. 168 168
RESEIVES .« e 5,742,660 5,742,660
Proposed final dividends ........... ... ... .. .. . . ... 192,765 192,765
Non-controlling interests .. ..ot 778,976 778,976
Total eqUItY . ..o ot 6,714,569 6,714,569
Total Capitalization(” ..................................... 11,639,024 12,862,024

Notes:

(I)  Total capitalization represents the sum of the total borrowings under current and non-current liabilities and total
equity.

(2)  As of December 31, 2010, the Company’s subsidiaries had bank loans and other borrowings in the amount of
RMB4,924.5 million and capital commitments of approximately RMB257.2 million.

Except as otherwise disclosed herein and other than the drawdown and repayment of bank loans and
other borrowings in the normal course of business, there has been no material change in our borrowings
and capitalization since December 31, 2010.
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SELECTED COMBINED AND CONSOLIDATED FINANCIAL AND OTHER DATA

The following table presents our selected financial and other data. The selected financial data as of
and for the fiscal year ended December 31, 2008 is derived from our audited combined financial
information included in the prospectus of the Company dated March 16, 2010 in connection with the
offering of new shares of the Company on the Main Board of The Stock Exchange of Hong Kong. The
selected financial data as of and for the fiscal year ended December 31, 2009 is derived from our audited
combined financial statements included elsewhere in this offering memorandum. The selected financial
data as of and for the fiscal year ended December 31, 2010 is derived from our audited consolidated
financial statements included elsewhere in this offering memorandum. Our combined financial
information, combined financial statements and consolidated financial statements have been audited by
Ernst & Young, Certified Public Accountants. The combined financial information, combined financial
statements and consolidated financial statements have been prepared and presented in accordance with
HKFRS. The selected financial data below should be read in conjunction with “Management’s Discussion
and Analysis of Financial Condition and Results of Operations” and the combined financial information,
the combined financial statements and consolidated financial statements and the notes to those statements
included elsewhere in this offering memorandum. See “Management’s Discussion and Analysis of
Financial Condition and Results of Operations — Basis of Presentation.”

INCOME STATEMENTS

Years ended December 31,

2008 2009 2010
(RMB’000) (RMB’000) (RMB’000)

Revenue ........ ... .. i 10,548,577 13,722,185 24,042,907
Cost of sales and services provided ............. (9,771,214) (12,542,762) (21,750,181)
Gross profit . ... 777,363 1,179,423 2,292,726
Other income and gains, net ................... 33,412 69,203 321,779
Selling and distribution costs .................. (274,317) (346,521) (693,372)
Administrative eXpenses ... ...........c..ou.on.. (118,861) (161,967) (318,414)
Profit from operations ............ ... .. ... ... 417,597 740,138 1,602,719
Finance costs ... ... (104,443) (80,688) (226,917)
Share of profits of jointly-controlled entities .. .. 4,520 7,254 8,195
Profit before tax ......... ... .. . . .. 317,674 666,704 1,383,997
X e (83,265) (173,701) (301,624)
Profit for the year/period ..................... 234,409 493,003 1,082,373
Attributable to:

Owners of the parent ......................... 218,702 470,881 1,031,190
Non-controlling interests ..................... 15,707 22,122 51,183

234,409 493,003 1,082,373
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STATEMENTS OF FINANCIAL POSITION

NON-CURRENT ASSETS

Property, plant and equipment .....................
Land userights .......... .. .. .. . i
Prepayments .......... .
Intangible assets .......... ...
Goodwill ... ..o
Interest in jointly-controlled entities ................
Available-for-sale investment ......................
Held-to-maturity investments ......................
Deferred tax assets ............ooiiriiiiniaan..

Total non-current assets ..............c.ouuenirenn.n.

Inventories ........... .. ..
Trade receivables .......... ... ... ... .. .. o
Prepayments, deposits and other receivables .........
Amounts due from related parties ..................

Financial assets at fair value through profit or loss

Term deposits and pledged bank deposits ............
Cashin transit ............. ..o,
Cash and cash equivalents .........................

Total current assets . ...

CURRENT LIABILITIES

Bank loans and other borrowings ...................
Trade and bills payables ........... ... ... .. ......
Other payables and accruals .......................
Amounts due to related parties .....................
Income tax payable ....... ... .. .. .. .. . ...
Dividends payable ......... ... ... ... ... .. ...

Total current liabilities . .......... . ... . ... . ......

NET CURRENT ASSETS ........ ... ... ........

TOTAL ASSETS LESS CURRENT LIABILITIES ..

NON-CURRENT LIABILITIES

Deferred tax liabilities ............................

NET ASSETS. . ...
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Years ended December 31,

2008 2009 2010
(RMB’000) (RMB’000) (RMB’000)

548,779 838,379 1,788,709
256,987 422,899 700,650
33,273 56,271 703,785
100,561 254,632 1,382,349
76,566 200,492 790,947
21,175 38,699 46,894
— 100 178,294
5,291 5,283 —
3,132 4,532 8,785
1,045,764 1,821,287 5,600,413
1,133,415 1,024,240 3,453,046
61,443 86,764 284,951
724,823 1,113,186 2,615,120
459 556 2,229
— — 83,369
210,720 382,929 1,029,932
29,690 44,542 140,852
964,245 1,030,960 2,989,718
3,124,795 3,683,177 10,599,217
1,157,543 1,797,149 4,924,455
835,699 1,093,013 2,984,507
273,201 277,702 954,396
156,774 24,236 10,026
27,733 60,012 188,161
— — 919
2,450,950 3,252,112 9,062,464
673,845 431,065 1,536,753
1,719,609 2,252,352 7,137,166
33,838 104,545 422,597
1,685,771 2,147,807 6,714,569



Years ended December 31,

2008 2009 2010
(RMB’000) (RMB’000) (RMB’000)

EQUITY
Equity attributable to owners of the parent
Share capital ........ .. .. .. .. . . i — — 168
RESEIves . ... 1,633,098 2,110,915 5,742,660
Proposed final dividends ............... ... .. ... ... — — 192,765

1,633,098 2,110,915 5,935,593
Non-controlling interests .......................... 52,673 36,892 778,976
Total equity ............ ... ... ... ... .. .. . 1,685,771 2,147,807 6,714,569
OTHER FINANCIAL DATA
EBITDA' ... .. . . 474,184 825,445 1,744,997
EBITDA margin? ........... ... ... ... ..., 4.5% 6.0% 7.3%

EBITDA for any year consists of profit for the year less interest income and plus interest expense, taxation, depreciation and
amortization. EBITDA is not a standard measure under HKFRS. EBITDA is a widely used financial indicator of a company’s
ability to service and incur debt. EBITDA should not be considered in isolation or construed as an alternative to cash flows,
net income or any other measure of performance or as an indicator of our operating performance, liquidity, profitability or
cash flows generated by operating, investing or financing activities. In evaluating EBITDA, we believe that investors should
consider, among other things, the components of EBITDA such as sales and operating expenses and the amount by which
EBITDA exceeds capital expenditures and other charges. We have included EBITDA because we believe it is a useful
supplement to cash flow data as a measure of our performance and our ability to generate cash flow from operations to cover
debt service and taxes. EBITDA presented herein may not be comparable to similarly titled measures presented by other
companies. Investors should not compare our EBITDA to EBITDA presented by other companies because not all companies
use the same definition.

The following table reconciles our Group’s profit for the year under HKFRS to our definition of EBITDA for the years

indicated.
Years ended December 31,
2008 2009 2010
(RMB’000) (RMB’000) (RMB’000)

Profit forthe year. . . . ... ... .. ... 234,409 493,003 1,082,373
Interest  Xpense. . . . ..ot 104,443 80,688 226,917
INterest iNCOME . . . . o vttt et e e e (8,795) (10,100) (18,954)
AMOTtiZation . . . . . ot 10,008 20,388 43,529
TaX @XPENSES . . . . vt 83,265 173,701 301,624
Depreciation . . .. ... 50,854 67,765 109,508
EBITDA. .. it i i ittt i ettt ase s 474,184 825,445 1,744,997

EBITDA margin is calculated by dividing EBITDA by the amount of revenue for the relevant years.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

The following is a discussion of our financial condition and results of operations as at and for the
years ended December 31, 2008, 2009 and 2010 and of the material factors that we believe are likely to
affect our financial condition and results of operations. You should read this section in conjunction with
our financial statements included in this offering memorandum beginning on page F-1. Our Financial
Statements have been prepared in accordance with the Hong Kong Financial Reporting Standards, or
HKFRS.

In addition, the following discussion contains certain forward-looking statements that reflect our plans,
estimates and beliefs. Our actual results may differ materially from those discussed in these
forward-looking statements. Factors that could cause or contribute to such differences include, but are
not limited to, those discussed below and elsewhere in this offering memorandum, including “Risk
Factors.”

OVERVIEW

We are a leading national automobile dealership group in China by revenue from 2006 to 2009,
according to ACMR. Our 4S dealerships' are concentrated in cities with relatively affluent populations in
the northeastern, northern, eastern and southern regions of China, as well as certain selected inland areas
as described in the section entitled “Business” in this offering memorandum. We have grown rapidly from
15 operating 4S dealerships at the beginning of 2006 to 98 4S dealerships in operation as of the date of
this offering memorandum.

We have dealership agreements to operate our 4S dealerships for a diversified portfolio of
automobile brands, consisting of luxury automobile brands including Mercedes-Benz, Lexus, Audi,
Porsche and Lamborghini and mid-to-high end automobile brands including Toyota, Nissan and Honda.
Each of our 4S dealerships is designated to sell one brand of automobiles and to operate at a single point
of sales only.

We were the first company being granted dealership rights by Toyota, and one of the first authorized
dealerships for Lexus and Audi in China. According to ACMR Survey, we are one of the largest
automobile dealership groups in China in terms of sales volume and number of 4S dealerships for Toyota
and Lexus. Toyota and Lexus are our two largest automobile brands in terms of sales.

Through our “one-stop automobile shop” business model, we offer a comprehensive range of new
automobiles and after-sales products and services in each of our 4S dealerships. In addition to our new
automobile sales business, our after-sales businesses offer spare parts, automobile accessories, repair and
maintenance services, detailing services, and other automobile-related products and services. Each of the
new automobile sales business and after-sales businesses has its own features in terms of business model
and revenue and profitability contributions to our Group.

Our after-sales businesses provide a wide range of services and products to our customers including
repair, maintenance, detailing services and automobile accessories. Services under warranties are
included in the after-sales business. The profit margins for our after-sales businesses are generally higher
than our profit margins for our new automobile sales business. In addition, after-sales businesses
generally require relatively less working capital to operate at the 4S dealership level. For further details
of our new automobile sales and after-sales businesses, please refer to the section entitled “Our Business”
in this offering memorandum.

! In this offering memorandum, the term “4S dealership” refers to a dealership authorized to sell the products of a single brand

of automobiles. Such dealership integrates four standard automobile-related businesses: sales, spare parts, service and
survey, among which survey refers to the function of collecting market information for the automakers.
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Our revenue for the three years ended December 31, 2008, 2009 and 2010 was RMB10,548.6
million, RMB13,722.2 million and RMB24,042.9 million, respectively, representing a CAGR of
approximately 51.0% during such periods. Revenue generated from the sales of our mid-to-high end
automobile brands' accounted for approximately 65.8%, 69.5% and 62.6% of our new automobile sales
revenue for the three years ended December 31, 2008, 2009 and 2010, respectively, while revenue
generated from the sales of our luxury automobile brands accounted for approximately 34.2%, 30.5% and
37.4% of our new automobile sales revenue for the same periods. The gross profit margin of our
mid-to-high end brand automobiles was 4.0%, 4.5% and 4.4%, the gross profit margin of our luxury brand
automobiles was 5.5%, 6.5% and 8.2%, and the gross profit margin of our after-sales businesses was
40.3%, 44.3% and 48.9% during the same periods, respectively. Revenue generated from our new
automobile sales business accounted for approximately 91.9%, 90.8% and 91.2% and the revenue
generated from our after-sales businesses accounted for approximately 8.1%, 9.2% and 8.8% of our
revenue during the same periods. Our profit attributable to owners of the parent for the three years ended
December 31, 2008, 2009 and 2010 was RMB218.7 million, RMB470.9 million and RMB1,031.2 million,
respectively, representing a CAGR of approximately 117.1% during such periods.

Based on the information provided by ACMR, we accounted for approximately 1.1%, 1.2% and
1.0% of the Chinese passenger car market in terms of total revenue? in 2007, 2008 and 2009, respectively.
Our Group was ranked fifth, fourth and seventh among passenger car dealerships in terms of revenue in
2007, 2008 and 2009, respectively, in the PRC.

RECENT DEVELOPMENTS

During the second half of 2010 and up to the date of this offering memorandum, we completed a
series of major mergers and acquisitions in order to expand our operations and enhance our competitive
strength through achieving better economies of scale, including the acquisition of 100% equity interest in
Fuzhou Huarui Automobile Sales Service Co., Ltd. and Fuzhou Grand Rich Da Trade Co., Ltd., the
acquisition of 50% equity interest in B&L Motor Holding Co., Ltd. and the acquisition of 55% equity
interest in New Wing Enterprises Limited.

The acquisition of 100% equity interest in Fuzhou Huarui Automobile Sales Service Co., Ltd. and
Fuzhou Grand Rich Da Trade Co., Ltd. at the end of 2010 added 6 4S dealerships to our 4S dealership
network and further expanded our operational scale and competitive advantages in Fujian Province. Our
market share in Fujian Province was also further enlarged as a result.

We acquired 50% equity interest in B&L Motor Holding Co., Ltd. The acquisition of 50% equity
interest in B&L Motor Holding Co., Ltd. at the end of 2010 further expanded our operational scale in
Beijing and Tianjin, strengthened our market position in these areas and facilitated our ability to provide
better services to the high-end customers located in these areas. In addition, the acquisition further
enriched our automobile brand mix by introducing new luxurious automobile brands, such as Porsche and
Lamborghini.

The acquisition of 55% equity interest in New Wing Enterprise Limited in January 2011 further
expanded our operational scale and competitive advantages in Liaoning and Shaanxi Provinces, further
enhanced our market position in those areas and facilitated our ability to provide better services to the
customers located in those areas.

The following table summarizes our significant acquisitions from the second half of 2010 and up to
the date of this offering memorandum.

In this offering memorandum, the term “revenue generated from the sales of automobiles” refers to the sales revenue
generated from the sales of automobiles before deducting the applicable sales tax, unless indicated otherwise.

The revenue referred to in the ACMR Survey includes revenue from new car sales business, after-sales businesses and used
car business. All revenue includes VAT.
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% of equity
interest held by the

Company as of the
date of this
Date of acquisition offering Consideration Number of 45 Distribution of
Name of company agreements memorandum (RMB million) stores 48 stores Main brands
Fuzhou Huarui Automobile  July 20, 2010, 100% 208 6 Fujian DF-Nissan
Sales Service Co., Ltd. August 13,2010 Province
and Fuzhou Grand Rich and September
Da Trade Co., Ltd. ... 16,2010
B&L Motor Holding September 29, 2010 50% 1,100 8 Beijing and Porsche, Mercedes-Benz,
Co,Ltd.......... Tianjin Audi, Lamborghini
and GZ-Toyota
New Wing Enterprises December 22, 2010 55% 260 15 Liaoning and ~ DF-Nissan, GAC-Toyota
Limited .......... Shaanxi and DF-Honda

Province

KEY FACTORS AFFECTING OUR RESULTS OF OPERATIONS AND FINANCIAL CONDITION
The following are the key factors driving our results of operations and financial condition:
China’s economic conditions

Our results of operations and financial condition are significantly affected by China’s economic
conditions and the economic measures taken by the PRC government. China has experienced rapid
economic growth over the past three decades largely as a result of the PRC government’s extensive
economic reforms, which have focused on transforming China’s centrally planned economy to a more
market-based economy. The real growth of China’s overall economy, ranging from 9.1% to 14.2%
annually between 2002 and 2007 and 9.6% and 9.1% in 2008 and 2009, respectively, according to the
National Bureau of Statistics of China, has led to increased business activities and significant increases in
personal wealth. During the second half of 2008, the global economic slowdown has resulted in an
adverse impact on the overall Chinese economy, including the PRC automobile market. As the global
economy began to recover at the end of 2009, the Chinese economy had reached GDP growth of 10.7% in
the fourth quarter of 2009 and 10.3% in the fourth quarter of 2010 according to the National Bureau of
Statistics of China.

Demand for mid-to-high end and luxury brand automobiles in the PRC

Our results of operations are affected by the demand for mid-to-high end and luxury brand
automobiles in the PRC. Market demand for automobiles in China is driven by various factors including,
among others, the growth of individual wealth, continued urbanization of the Chinese people and
improvement of China’s road networks and other infrastructure. The rapid growth of the PRC economy
has led to accelerated urbanization and an increase in living standards and per capita disposable income.
Furthermore, as per capita disposable income has increased, consumers in the PRC have tended to shift
their spending more towards the consumption of branded lifestyle products, including automobiles.
Retail sales of mid-to-high end and luxury brand automobiles in China have grown significantly in recent
years. According to ACMR, the retail market for mid-to-high end and luxury brand passenger cars in
China increased from RMB258 billion in 2006 to RMB1,104 billion in 2010. ACMR also projects that
retail sales of mid-to-high end and luxury brand automobiles in the PRC will reach RMB2,126 billion in
2014.

Our 4S dealership network

Our sales are directly affected by the number, location and performance of our 4S dealerships. In
response to the increasing demand for mid-to-high end and luxury brand automobiles, we have rapidly
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expanded our 4S dealership network through both organic growth and acquisitions. The number of our 4S
dealerships in operation increased from 27 as at January 1, 2008 to 98 as at the date of this offering
memorandum, while our sales volume increased from 41,349 units in 2008 to 100,187 units in 2010.

Products and services mix

Changes in product and services mix in connection with our sale of goods and provision of services
may affect our profitability and total gross profit margin.

We offer a diversified portfolio of mid-to-high end and luxury automobile brands, which bear
different gross profit margins. For the three years ended December 31, 2008, 2009 and 2010, the gross
profit margins of our mid-to-high end brand automobiles were 4.0%, 4.5% and 4.4%, and the gross profit
margins of our luxury brand automobiles were 5.5%, 6.5% and 8.2% over the same periods, respectively.
The relatively low gross profit margins of both mid-to-high end and luxury brand automobiles in 2008
reflected the impact of the global economic downturn. The aggregate gross profit margins from our new
automobile sales business vary in accordance with the distribution of our sales attributable to mid-to-high
end brand automobiles and luxury brand automobiles.

Our after-sales businesses generally have higher gross profit margins than our new automobile sales
business. For the three years ended December 31, 2008, 2009 and 2010, the gross profit margins of our
after-sales businesses were 40.3%, 44.3% and 48.9%, respectively, while the gross profit margins of our
new automobile sales business for the same period were 4.5%, 5.0% and 5.8%, respectively. The gross
profit margin of after-sale businesses increased continuously because (i) the sale portion of automobile
accessories with high gross profit margins increased as a result of the increased market demand during
the period; (ii) the Group established a central purchase department in the second quarter of 2009, which
implemented a strict purchase cost control plan and helped the Group to obtain more purchase discounts
from the vendors of automobile accessories; and (iii) the group enhanced internal management to reduce
the consumption of materials in providing after-sales services. Our after-sales businesses accounted for
8.1%, 9.2% and 8.8% of our revenue and 44.2%, 47.2% and 44.9% of our gross profit for the three years
ended December 31, 2008, 2009 and 2010, respectively. Although a substantial portion of our revenue is
currently generated from our new automobile sales business, the proportion of revenue and profit
contributed by our after-sales businesses has increased throughout the three years ended December 31,
2010, primarily due to the rapid expansion of our after-sales customer base and increase in demand for
repair, maintenance and detailing services and automobile accessories in China. We expect to continue
expanding our after-sales businesses to meet the increasing market demand.

The following table sets out the gross profit margin of our new automobile sales business and
after-sales businesses for the periods indicated, respectively:

Years ended December 31,

2008 2009 2010
(%) (%) (%)

New automobile sales business
Mid-to-high end automobile brands .......... 4.0 4.5 4.4
Luxury automobile brands .................. 5.5 6.5 8.2
Average of new automobile sales ............ 4.5 5.0 5.8
After-sales businesses .......... ... .. .. ... ..., 40.3 44.3 48.9
Overall average ............. ... ... ... .. .... 7.4 8.6 9.5

Cost of sales and services and rebates

Our cost of sales and services primarily comprise the purchase cost of new automobiles from
automakers. For the three years ended December 31, 2008, 2009 and 2010, the cost of sales and services
expressed as a percentage of revenue was 92.6%, 91.4% and 90.5%, respectively. Over the same periods,
the purchase costs of new automobiles represented 94.8%, 94.4% and 95.1% of our cost of sales and

— 58 —



services, respectively. The purchase costs of new automobiles are largely determined by the automakers,
and we do not exercise any control or influence over their operations, strategies or business policies.

The other component of our cost of sales and services relates to the costs involved in our after-sales
businesses, comprised primarily of the cost of purchasing spare parts for our repair, maintenance and
detailing services business and the cost of purchasing automobile accessories supplied to our customers.

Our purchase arrangements with the automakers often include volume-based rebates, which are
decided with reference to the units of new automobiles purchased and adjusted based on our satisfaction
of certain targets set by the relevant automakers, including sales targets, customer satisfaction indices
and dealership presentation standards. The automakers will settle the rebates with us from time to time
taking into account the above factors by deducting the price payable by the Group in the subsequent
purchases placed by the Group. For the three years ended December 31, 2008, 2009 and 2010, we
recorded rebates of approximately RMB171.2 million, RMB252.7 million and RMB872.3 million,
respectively. Our Company confirms that the provision of rebates by the automakers is a common
industry practice and the rates of the rebates that we have received are in line with market rates.

Any significant change to our cost of sales and services, in particular the cost of new automobiles, or
the rebates, will affect our results of operations and financial condition.

Terms and conditions of our dealership agreements with automakers

The automakers grant us the rights to operate our 4S dealerships and supply new automobiles and
spare parts to us. Accordingly, our results of operations and financial condition are affected by the terms
and conditions of our dealership agreements with the automakers. For example, the automakers may
impose various restrictions on the dealership agreements, such as setting geographical limitation,
precluding us from obtaining additional dealership rights, and setting retail price guidelines for new
automobiles or certain spare parts. Such contractual restrictions and any future changes to them may
affect our competitiveness in regard to our pricing policy, ability to meet customers’ demands, product
mix, management of our 4S dealerships, and other aspects of our operation, as well as our financial
condition.

Pricing

We face increasing competition in the PRC and our results of operations may be affected not only by
competition among automakers in terms of quality, delivery time and price, but also by competition from
other dealerships in the same region who sell the same brands and models of automobiles as we do. Please
see the section entitled “Risk Factors — Risks Relating to the PRC Automobile Industry — Our
performance and growth prospects may be adversely affected by the increasingly competitive nature of
the PRC automobile industry” in this offering memorandum for more details.

The overall average selling price of the new automobiles sold decreased from RMB234,637 for 2008
to RMB203,083 for 2009, and increased to RMB219,189 for 2010. The decrease in overall average
selling price in 2009 compared to 2008 was primarily due to a decrease in the selling prices of certain
brands of new automobiles sold by us, an increase in entry-level luxury automobiles in our product mix as
well as an increase in our sales of automobile models produced locally that were previously imported.
The increase in the overall average selling price in 2010 compared to 2009 was primarily due to an
increase in the proportion of our sales attributable to luxury automobiles compared to our sales
attributable to other products, which was primarily due to the opening of new 4S stores for luxury brands.
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The following table sets forth a breakdown of the average selling price of our new automobile sales
for the periods indicated:

Years ended December 31,

2008 2009 2010
(RMB) (RMB) (RMB)
Mid-to-high end automobile brands'” .......... 184,118 162,060 164,472
Luxury automobile brands‘”. .................. 497,723 481,022 494,924
Overall average™® ........................... 234,637 203,083 219,189

Notes:

(1)  The average selling price for this catalogue is calculated by dividing the revenue generated through sales of the
automobiles of this catalogue, by the total number of automobiles of the catalogue sold by us during the relevant year
or period.

(2)  The overall average selling price is calculated by dividing the total revenue generated through sales of automobiles, by
the total number of automobiles sold by us during the relevant year or period.

Taxation

During the three years ended December 31, 2010, some of our subsidiaries in the PRC enjoyed tax
preferential treatments pursuant to applicable tax laws and regulations of the PRC and local policies.
These subsidiaries were entitled to exemptions from and/or reductions of the state or local enterprise
income tax for certain years as confirmed by the relevant tax authorities in the PRC. For the three years
ended December 31, 2008, 2009 and 2010, our effective tax rate was 26.2%, 26.1% and 21.8%,
respectively. According to the New EIT Law which became effective on 1 January 2008, the statutory
income tax rate of domestic companies was reduced from 33% to 25%. All of our PRC subsidiaries have
been subject to the statutory income tax rate of 25% since 2008, except for Shenzhen Zhongsheng Toyota
Sales and Services Co., Ltd., which was, or is, as the case may be, required to pay income tax at a tax rate
of 20%, 22% and 24% for 2009, 2010 and 2011, respectively, and will start paying income tax at the
statutory tax rate of 25% from 2012.

Sales of new automobiles, spare parts and automobile accessories and revenues generated from our
provision of repair, maintenance and detailing services are generally subject to a 17% value-added tax
(VAT). Any modification of the foregoing tax treatments currently applicable to our subsidiaries and
jointly-controlled entities will affect our financial condition and results of operations.

Seasonality

We have over the three years ended December 31, 2010 recorded higher revenues from new
automobile sales in the first and fourth quarters of each year, which reflects higher spending patterns of
PRC customers coinciding with periods before major holidays in the PRC, such as the Chinese New Year
in the first quarter and the National Day holiday in the fourth quarter. As a result of these fluctuations,
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. Please see the section headed “Risk Factors — Risks Relating to Our
Business — Our sales may be affected by seasonality” in this offering memorandum.
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BASIS OF PRESENTATION

This offering memorandum includes our combined financial statements for the year ended
December 31, 2009 and the consolidated financial statement for the year ended December 31, 2010.

Through a group reorganization (the “Reorganization”) conducted in preparation for the public
listing of the Company’s shares on the Main Board of Hong Kong Stock Exchange in March 2010, the
Company became the holding company of the companies now comprising the Group on February 22,
2010. Since Mr. Huang Yi and Mr. Li Guoqiang (the “Controlling Shareholder”) control the Group before
and after the Reorganization, the Reorganization is accounted for as a reorganization under common
control using the principles of merger accounting in accordance with Accounting Guidance 5 “Merger
Accounting for Common Control Combinations” issued by the Hong Kong Institute of Certified Public
Accountants (the “HKICPA”)

The combined financial statements of the Group for the year ended December 31, 2009 and the
related notes thereto have been presented in these financial statements on the principle of merger
accounting such that the Company was treated as the holding company of its subsidiaries for the financial
years presented rather than from the subsequent date of its acquisition of the subsidiaries on February 22,
2010. Upon completion of the Reorganization on February 22, 2010, the consolidated financial
statements of the Group for the year ended December 31, 2010 and the related notes thereto have been
presented in these financial statements as the Company together with its subsidiaries could be regarded
and accounted for as a continuing group in the preparation of the Group’s financial statements
commencing from the year ended December 31, 2010.

The acquisitions of all other subsidiaries during the three years ended December 31, 2010 were
accounted for using the purchase method of accounting.

CRITICAL ACCOUNTING POLICIES, JUDGMENTS AND ESTIMATES

We have identified certain accounting policies that are significant to the preparation of our financial
statements. Our significant accounting policies, which are important for an understanding of our
financial condition and results of operations, are set forth in detail in the financial statements included
elsewhere in this offering memorandum. Some of our accounting policies involve subjective assumptions
and estimates, as well as complex judgments relating to accounting items. In each case, the determination
of these items requires management judgments based on information and financial data that may change
in future periods. When reviewing our financial statements, you should consider (i) our selection of
critical accounting policies; (ii) the judgment and other uncertainties affecting the application of such
policies; and (iii) the sensitivity of reported results to changes in conditions and assumptions. We set
forth below those accounting policies that we believe involve the most significant estimates and
judgments used in the preparation of our financial statements.

Judgments and Estimates

The preparation of our Group’s financial statements requires our management to make judgments,
estimates and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities,
and the disclosure of contingent liabilities, at the end of reporting period. However, uncertainty about
these assumptions and estimates could result in outcomes that could require a material adjustment to the
carrying amounts of the assets or liabilities affected in the future.
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Judgments

In the process of applying the Group’s accounting policies, management has made the following
judgments, apart from those involving estimations, which have the most significant effect on the amounts
recognised in the financial statements:

Deferred tax assets

Deferred tax assets are recognized for all deductible temporary differences and unused tax losses to
the extent that it is probable that taxable profit will be available against which the losses can be utilised.
Significant management judgment is required to determine the amount of deferred tax assets that can be
recognised, based upon the likely timing and level of future taxable profits together with future tax
planning strategies. The carrying values of deferred tax assets recognised were RMB3.1 million, RMB4.5
million and RMBS8.8 million as at December 31, 2008, 2009 and 2010, respectively.

Estimation uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty at the
end of the reporting period, that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year, are discussed below.

Impairment of goodwill

We determine whether goodwill is impaired at least on an annual basis. This requires an estimation
of the value in use of the cash-generating units to which the goodwill is allocated. Estimating the value in
use requires us to make an estimation of the expected future cash flows from the cash-generating units
and also to choose a suitable discount rate in order to calculate the present value of those cash flows. The
carrying amounts of goodwill were RMB76.6 million, RMB200.5 million and RMB790.9 million as at
December 31, 2008, 2009 and 2010, respectively.

Impairment of non-financial assets (other than goodwill)

We assess whether there are any indicators of impairment for all non-financial assets at each
reporting date. Intangible assets with indefinite life are tested for impairment annually and at other times
when such an indicator exists. Other non-financial assets are tested for impairment when there are
indicators that the carrying amounts may not be recoverable. When value in use calculations are
undertaken, our management must estimate the expected future cash flows from the asset or
cash-generating unit and choose a suitable discount rate in order to calculate the present value of those
cash flows.

Impairment of available-for-sale financial assets

We classify certain assets as available for sale and recognise movements of their fair values in
equity. When the fair value declines, management makes assumptions about the decline in value to
determine whether there is an impairment that should be recognised in the income statement. At
December 31, 2010, no impairment losses have been recognised for available-for-sale assets.

Useful lives of intangible assets

The intangible assets are depreciated on a straight-line basis by taking into account the residual
value. We review the estimated useful lives periodically to determine the related amortisation charges for
its intangible assets. The estimation is based on the historical experience of the actual useful lives of
intangible assets of similar nature and functions, with consideration of market condition. We will
increase the amortization charges when useful lives becomes shorter than previously estimated.

DESCRIPTION OF SELECTED INCOME STATEMENT LINE ITEMS

The following summarizes components of certain items appearing in the financial statements
included elsewhere in this offering memorandum, which we believe will be helpful in understanding the
period-to-period discussion that follows below.
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Revenue

Our new automobile sales business generated a substantial portion of our revenue, accounting for
91.9%, 90.8% and 91.2% of our revenue for the three years ended December 31, 2008, 2009 and 2010,
respectively. The remaining portion of our revenue during the three years ended December 31, 2010 was
generated by our after-sales businesses. All of our revenue is derived from our operations in the PRC. We
experienced a fluctuation in average selling price of our new automobiles during the three years ended
December 31, 2010 and a slowdown in the growth of new automobile sales volume in 2008 as a result of
the global economic downturn. Our revenue generated from our operations in Liaoning Province
represented 45%, 42% and 35% of our total revenue for the three years ended December 31, 2008, 2009
and 2010, respectively. The decrease in the proportion of our revenue from Liaoning Province was
primarily due to the continuing increase in revenue from other regions, which in turn reflected our
business expansion in such other regions.

During the three years ended December 31, 2008, 2009 and 2010, revenue from sales of mid-to-high
end brand automobiles was RMB6,386.7 million, RMB8,679.6 million and RMB13,749.5 million,
accounting for 65.8%, 69.5% and 62.6% of our revenue from new automobile sales, respectively.
Revenue from sales of our luxury brand automobiles was RMB3,315.3 million, RMB3,802.5 million and
RMB&,210.3 million, accounting for 34.2%, 30.5% and 37.4% of our revenue from new automobile sales,
for the same periods, respectively.

Our after-sales businesses offer spare parts, automobile accessories, repair and maintenance
services, detailing services, and other automobile-related products and services. Revenue from our
after-sales businesses was RMB853.1 million, RMB1,255.8 million and RMB2,106.0 million for the
three years ended December 31, 2008, 2009 and 2010, respectively, accounting for 8.1%, 9.2% and 8.8%
of our total revenue, for the same periods, respectively. Gross profit for our after-sales businesses was
RMB343.4 million, RMB556.5 million and 1,030.3 million for the three years ended December 31, 2008,
2009 and 2010, respectively, and gross profit margin of 40.3%, 44.3% and 48.9% for the same periods,
respectively.

We provide repair and maintenance services under warranties which are subject to the terms of sale
to our customers, who purchase new automobiles through our 4S dealerships. The automakers set the
price that we charge for providing repair and maintenance services under warranties. We derive gross
profit from the difference between the fee charged and the cost of providing such services. During the
three years ended December 31, 2010, none of our claims for payment for repairs performed under
warranty was rejected by the automaker and the contribution of revenue from repair and maintenance
services under warranties to the total revenue from our after-sales businesses was insignificant.

Cost of sales and services

Our cost of sales and services primarily comprises the cost of the new automobiles purchased from
automakers, which represented 94.8%, 94.4% and 95.1% of our total cost of sales and services for the
three years ended December 31, 2008, 2009 and 2010, respectively. Our cost of sales and services also
includes the costs involved in our after-sales businesses, primarily the cost of purchasing spare parts for
our repair, maintenance and detailing services business and the cost of purchasing automobile accessories
supplied to our customers. For the three years ended December 31, 2008, 2009 and 2010, our cost of sales
and services represented 92.6%, 91.4% and 90.5% of our revenue, respectively.

Other income and gains

Our other income and gains primarily include commission received from insurance companies
which provide their services to our customers at our 4S dealerships, interest income from bank deposits,
net gains on disposal on property, plant and equipment and net gain on disposal of land use right.

We received RMB2.1 million, RMBO.1 million and RMB4.8 million of government grants from
local government authorities for the three years ended December 31, 2008, 2009 and 2010, respectively,
which were given on a non-recurring basis to encourage our business development. We understand that
there is no specific standard for the entitlements to the grants and the grants received by us were given by
the relevant local government authorities at their discretion.
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For the three years ended December 31, 2008, 2009 and 2010, our other income and gains
represented 0.3%, 0.5% and 1.3% of our revenue, respectively.

Selling and distribution costs

Our selling and distribution costs primarily include salary expenses and welfare costs, advertising
and promotion expenses and provisions for depreciation. For the three years ended December 31, 2008,
2009 and 2010, our selling and distribution costs represented 2.6%, 2.5% and 2.9% of our revenue,
respectively.

Administrative expenses

Our administrative expenses primarily include expenditure on office supplies, entertainment
expenses, taxation, utilities fees and travelling expenses. For the three years ended December 31, 2008,
2009 and 2010, our administrative expenses represented 1.1%, 1.2% and 1.3% of our revenue,
respectively.

Finance costs

Our finance costs primarily include interest expenses on bank borrowings and other borrowings. For
the three years ended December 31, 2008, 2009 and 2010, finance costs represented 1.0%, 0.6% and 0.9%
of our revenue, respectively. Our business requires sufficient financing for our increasing inventory level
and prepayments for new automobiles that we purchased from the automakers. We expect the finance
costs of the Group to increase as our inventory level and prepayments for new automobiles increase due
to the continuing expansion of our business.

Share of profits of jointly-controlled entities

A jointly-controlled entity is an entity subject to joint control, resulting in none of the participating
parties having unilateral control over the entity’s economic activity.

Our Group has a 50% interest in Xiamen Zhongsheng Toyota Automobile Sales & Services Co., Ltd.
(& P rp T R e B B IR A BR A F]) (“Xiamen Zhongsheng™), which is a 4S dealership operating
Toyota brand. Xiamen Zhongsheng is accounted for as a jointly-controlled entity of our Company, not a
subsidiary. Our Group’s interest in Xiamen Zhongsheng is stated in the combined balance sheet at our
Group’s share of net assets under the equity method of accounting, less any impairment loss. Our Group’s
share of the results of Xiamen Zhongsheng is included in our combined income statement as share of
profits of jointly-controlled entities. The remaining 50% interest in Xiamen Zhongsheng is owned by
Xiamen ITG Motors Co., Ltd. (& [ B & /< #H i A PR/ 7)), an Independent Third Party 4S dealership
group and a subsidiary of Xiamen International Trade Group Co., Ltd. (J& '] [F & & B B A FR A 7).
Xiamen International Trade Group Co., Ltd. is listed on the Shanghai Stock Exchange.

Our Group has a 50% interest in Zhongsheng Tacti Automobile Services (Dalian) Co., Ltd.
(“Zhongsheng Tacti”). Zhongsheng Tacti, which provides quick automobile repair services in China, is
accounted for as a jointly-controlled entity of our Company, not a subsidiary. It is not an affiliate of our
Company.

Tax

Pursuant to Section 6 of the Tax Concessions Law (1999 Revision) of the Cayman Islands, our
Company has obtained an undertaking from the Governor-in-Cabinet that for a period of twenty years
from July 1, 2008 no law which is enacted in the Cayman Islands imposing any tax to be levied on profits
or income or gain or appreciation shall apply to our Company or its operations. In addition, no tax to be
levied on profits, income gains or appreciations or which is in the notice of estate duty or inheritance tax
shall be payable (i) on or in respect of the shares, debentures or other obligations of our Company; or (ii)
by way of the withholding in whole or in part of any relevant payment as defined in Section 6(3) of the
Tax Concessions Law (1999 Revision).
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The subsidiaries incorporated in the BVI are not subject to income tax as such subsidiaries do not
have a place of business (other than a registered as business companies office only) or carry on any
business in the BVI.

Our subsidiaries incorporated in Hong Kong were subject to an income tax at the rates of, 16.5%,
16.5% and 16.5% in 2008, 2009 and 2010, respectively.

The National People’s Congress approved the New EIT Law on March 16, 2007 and the State
Council has announced the detailed implementation regulations to the New EIT Law on December 6,
2007, both of which have been effective since January 1, 2008. According to the New EIT Law, the
income tax rates for both domestic and foreign investment enterprises in the PRC were unified at 25%
effective from January 1, 2008.

Pursuant to the New EIT Law, a 10% withholding tax is levied on dividends declared to foreign
investors from the PRC effective from January 1, 2008. A lower withholding tax rate may be applied if
there is a tax arrangement between the PRC and the jurisdiction of the foreign investors. See the section
entitled “Risk Factors — Risks relating to conducting business in the PRC — There are significant
uncertainties under the New EIT Law relating to our PRC enterprise income tax liabilities”.

RESULTS OF OPERATIONS

The following table sets forth information relating to certain income and expense items from our
combined/consolidated income statement, for the years indicated:

Year ended December 31,

2008 2009 2010
(RMB’000) (RMB’000) (RMB’000)

Revenue ....... ... .. ... . .. .. ... 10,548,577 13,722,185 24,042,907
Cost of sales and services provided ............ (9,771,214)  (12,542,762) (21,750,181)
Gross profit . ... ... 777,363 1,179,423 2,292,726
Other income and gains, net ................... 33,412 69,203 321,779
Selling and distribution costs . ................. (274,317) (346,521) (693,372)
Administrative eXpenses .. .................... (118,861) (161,967) (318,414)
Profit from operations .......... ... ... .. ..... 417,597 740,138 1,602,719
Finance costs .......... .. ... .. (104,443) (80,688) (226,917)
Share of profits of jointly-controlled entities . ... 4,520 7,254 8,195
Profit before tax ........... ... ... . . . . ... 317,674 666,704 1,383,997
Tax .. (83,265) (173,701) (301,624)
Profit for the year/period ..................... 234,409 493,003 1,082,373
Attributable to:
Owners of the parent ......................... 218,702 470,881 1,031,190
Non-controlling interests ..................... 15,707 22,122 51,183

234,409 493,003 1,082,373
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The following tables set out our gross profit and gross profit margin by product and service
categories for the periods indicated:

Years ended December 31,

2008 2009 2010

Amount Amount Amount
(RMB’000) (%) (RMB’000) (%) (RMB’000) (%)

Gross profit from:
— New automobile sales
business .................. 433,977 55.8 622,945 52.8 1,262,437 55.1
— After-sales businesses .. .... 343,386 44 .2 556,478 47.2 1,030,289 44.9

777,363 100.0 1,179,423 100.0 2,292,726 100.0

Years ended December 31,

2008 2009 2010
(%) (%) (%)
Gross profit margin
— New automobile sales business ....... 4.5 5.0 5.8
— After-sales businesses ............... 40.3 44.3 48.9
Overall average ....................... 7.4 8.6 9.5

The following table sets forth a breakdown of sales volume of our new automobile sales for the
periods indicated:

Years ended December 31,

2008 2009 2010
Units (%) Units (%) Units (%)
Mid-to-high end automobile
brands .......... ... .. ...... 34,688 83.9 53,558 87.1 83,598 83.4
Luxury automobile brands ...... 6,661 16.1 7,905 12.9 16,589 16.6
Total ........... ... ... ........ 41,349 100.0 61,463 100.0 100,187 100.0

The year ended December 31, 2010 compared with the year ended December 31, 2009

The following discussion is based on, and should be read in conjunction with, the combined
financial statements for the year ended December 31, 2009 and the consolidated financial statements for
year ended December 31, 2010 included elsewhere in this offering memorandum.

Revenue

Revenue for the year ended December 31, 2010 was RMB24,042.9 million, an increase of
RMB10,320.7 million, or 75.2% compared to the same period of 2009. This increase was primarily due to
an increase of RMB9,470.5 million, or 76.0%, in new automobile sales compared to the same period of
2009. In addition, our revenue from our after-sales businesses increased by RMB850.2 million, or 67.7%
compared to the same period of 2009, as a result of the expansion of our business and the growing
recognition of our “Zhongsheng” brand.

The increase in revenue from new automobile sales for the year ended December 31, 2010 was due

to an increase in our sales volume from 61,463 units for the year ended December 31, 2009 to 100,187
units for the same period in 2010, representing an increase of 63% and an increase in the average selling
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price of our new automobiles from RMB203,083 in 2009 to RMB219,189 in 2010. Such increase in
average selling prices was attributable to, among other factors, an increase in the proportion of our sales
attributable to luxury automobiles as compared to our sales attributable to other products, which was
primarily due to the opening of new 4S stores for luxury brands.

In terms of product mix, revenue from sale of mid-to-high end brand automobiles increased by
58.4% to RMB13,749.5 million for the year ended December 31, 2010, compared to RMBS§,679.6 million
for the year ended December 31, 2009. Revenue from luxury brand automobiles increased by 115.9% to
RMB&,210.3 million for the year ended December 31, 2010, compared to RMB3,802.5 million for the
year ended December 31, 2009. Sales of mid-to-high end brand automobiles represented 69.5% and
62.6% of our total revenue from new automobile sales for the year ended December 31, 2009 and 2010,
respectively. Sales of luxury brand automobiles represented 30.5% and 37.4% of our total revenue from
new automobile sales for the year ended December 31, 2009 and 2010, respectively.

Cost of sales and services

Cost of sales and services for the year ended December 31, 2010 was RMB21,750.2 million, an
increase of RMB9,207.4 million, or 73.4% compared with the same period of 2009. The increase was
attributable to the continuous expansion of our business, and was primarily due to our increased
purchases of automobiles, spare parts and automobile accessories. Costs attributable to our new
automobile sales business amounted to RMB20,674.4 million for the year ended December 31, 2010, an
increase of RMBS,831.0 million, or 74.6%, from the same period in 2009. Costs attributable to our
after-sales businesses amounted to RMB1,075.8 million for the year ended December 31, 2010, an
increase of RMB376.4 million, or 53.8% from the same period in 2009.

Gross profit

Gross profit for the year ended December 31, 2010 was RMB2,292.7 million, an increase of
RMB1,113.3 million, or 94.4% from the same period in 2009. Of which, the gross profit from new
automobile sales business was RMB1,262.4 million, an increase of RMB639.5 million or 102.7% from
the same period in 2009. Gross profit from after-sales services was RMB1,030.3 million, an increase of
RMB473.8 million or 85.1% from the same period in 2009. As at December 31, 2010, the contribution to
gross profit from after-sales services accounted for 44.9% of the total gross profit for the year. Our gross
profit margin for the year ended December 31, 2010 was 9.5%, compared with 8.6% for the same period
in 2009. The gross profit margin of new automobile sales business was 5.8% in 2010. Gross profit margin
of after-sales services was 48.9% in 2010. The increase in gross profit margin in the year ended December
31,2010 was primarily due to our brand mix optimization and our achievements in cost reduction through
strengthened internal management of our 4S dealerships and centralized procurement of automobile
products at the group level.

Other income and gains

Our other income and gains were RMB321.8 million for the year ended December 31, 2010, an
increase of RMB252.6 million, or 365.0%, from RMB69.2 million for the same period of 2009. This
increase was primarily due to the increase in commission income received from insurance companies
serving our customers in our 4S dealerships. The growth of our commission income is attributable to an
increase in our new automobile sales. Commission income amounted to RMB113.6 million for the year
ended December 31, 2010, an increase of RMB67.1 million, or 144.3%, from RMB46.5 million for the
same period in 2009. Increase in other income and gains was also attributable to net gains on disposal of
property, plant and equipment of RMB69.7 million and net gain on disposal of land use right of RMB46.0
million in 2010 in connection with the relocation of certain of our premises as a result of changes in city
planning made by local governments.

Selling and distribution costs

Selling and distribution costs for the year ended December 31, 2010 were RMB693.4 million, an
increase of RMB346.9 million, or 100.1%, from RMB346.5 million for the same period in 2009. The
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increase was primarily due to an increase in our salary and welfare expenses as we employed more people
to support our increased sales and an increase in depreciation primarily due to the increase in the number
and scale of our 4S dealerships during the period.

Administrative expenses

Administrative expenses for the year ended December 31, 2010 were RMB318.4 million, an
increase of RMB156.4 million, or 96.5%, from RMB162.0 million for the same period in 2009. This
increase was consistent with our expanded operations and primarily attributable to an increase in our
rental expenses for our 4S dealerships and an increase in our salaries and welfares paid to our
administrative personnel, primarily due to the increase in the number and scale of our 4S dealerships
during that period.

Profit from operations

Profit from operations for the year ended December 31, 2010 was RMB1,602.7 million, an increase
of RMB862.6 million, or 116.6%, from the same period in 2009. Our operating profit margin for the year
ended December 31, 2010 was 6.7%, compared with 5.4% for the same period in 2009.

Finance costs

Our finance costs for the year ended December 31, 2010 were RMB226.9 million, an increase of
RMB146.2 million, or 181.2%, from RMB&80.7 million for the same period in 2009. The increase was
primarily due to an increase in the average interest rate of our bank loans and other borrowings and an
increase in the average balance of our loans and other borrowings attributable to the increased purchases
of new cars and expansion of dealerships during the year ended December 31, 2010.

Share of profits of jointly-controlled entities

Our share of profits of our jointly-controlled entities, Xiamen Zhongsheng and Zhongsheng Tacti,
was RMBS.2 million for the year ended December 31, 2010, an increase of 0.9 million, or 12.3%, from
RMB7.3 million for the same period in 2009.

Profit before tax

Our profit before tax for the year ended December 31, 2010 was RMB1,384.0 million, an increase of
RMB717.3 million, or 107.6%, from RMB666.7 million for the same period in 2009.

Tax

Our tax for the year ended December 31, 2010 was RMB301.6 million, an increase of RMB127.9
million, or 73.6%, from RMB173.7 million for the same period in 2009. The increase was primarily due
to the significant increase in our profit before tax during the period. In addition, some of our subsidiaries
in the PRC ceased to enjoy preferential tax treatments and started to pay normal income tax rate since
2010 in accordance with the New EIT Law. Please see “— Factors Affecting Our Results of Operations —
Taxation”.

Profit for the year.

Our profit for the year ended December 31, 2010 was RMB1,082.4 million, an increase of
RMB589.4 million, or 119.6%, from the same period in 2009. Our profit margin for the year ended
December 31, 2010 was 4.5%, compared with 3.6% for the same period in 2009.

Profit attributable to owners of the parent
Our profit attributable to equity holders of our Company for the year ended December 31, 2010 was

RMB1,031.2 million, an increase of RMB560.3 million, or 119.0%, from RMB470.9 million for the same
period in 2009.
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Profit attributable to non-controlling interests

Our profit attributable to non-controlling interests was RMB51.2 million for the year ended
December 31, 2010, an increase of RMB29.1 million, or 131.7%, from RMB22.1 million for the same
period in 2009.

The year ended December 31, 2009 compared with the year ended December 31, 2008

The following discussion is based on, and should be read in conjunction with the combined financial
information for the year ended December 31, 2008 and the combined financial statements for the year
ended December 31, 2009.

Revenue

Revenue for the year ended December 31, 2009 was RMB13,722.2 million, an increase of
RMB3,173.6 million, or 30.1% compared to the same period of 2008. This increase was primarily due to
an increase of RMB2,770.9 million, or 28.6%, in new automobile sales compared to the same period of
2008. In addition, our revenue from our after-sales businesses increased by RMB402.7 million, or 47.2%
compared to the same period of 2008, as a result of the expansion of our business and the growing
recognition of our “Zhongsheng” brand. The increase in revenue from new automobile sales for the year
ended December 31, 2009 was due to an increase in our sales volume from 41,349 units for the year ended
December 31, 2008 to 61,463 units for the same period in 2009, representing an increase of 48.6%. The
effect of such increase in sales volume was partially offset by the decline in the average selling price of
our new automobiles from RMB234,637 in 2008 to RMB203,083 in 2009. Such decrease in average
selling prices was attributable to, among other factors, a decrease in the selling prices of certain brands of
new automobiles sold, an increase in entry-level luxury automobiles in our product mix as well as an
increase in our sales of automobile models produced locally which were previously imported.

In terms of product mix, revenue from sale of mid-to-high end brand automobiles increased by
35.9% to RMB8,679.6 million for the year ended December 31, 2009, compared to RMB6,386.7 million
for the year ended December 31, 2008. Revenue from luxury brand automobiles increased by 14.7% to
RMB3,802.5 million for the year ended December 31, 2009, compared to RMB3,315.3 million for the
year ended December 31, 2008. Sales of mid-to-high end brand automobiles represented 65.8% and
69.5% of our total revenue from new automobile sales for the year ended December 31, 2008 and 2009,
respectively. Sales of luxury brand automobiles represented 34.2% and 30.5% of our total revenue from
new automobile sales for the year ended December 31, 2008 and 2009, respectively.

Cost of sales and services

Cost of sales and services for the year ended December 31, 2009 was RMB12,542.8 million, an
increase of RMB2,771.5 million, or 28.4% compared with the same period of 2008. The increase was
attributable to the continuous expansion of our business, and was primarily due to our increased
purchases of automobiles, spare parts and automobile accessories. Costs attributable to our new
automobile sales business amounted to RMB11,843.4 million for the year ended December 31, 2009, an
increase of RMB2,581.9 million, or 27.9%, from the same period in 2008. Costs attributable to our
after-sales businesses amounted to RMB699.3 million for the year ended December 31, 2009, an increase
of RMB189.6 million, or 37.2% from the same period in 2008.

Gross profit

Gross profit for the year ended December 31, 2009 was RMB1,179.4 million, an increase of
RMB402.1 million, or 51.7% from the same period in 2008. Of which, the gross profit from new
automobile sales business was RMB622.9 million, an increase of RMB189.0 million or 43.5% from the
same period in 2008. Gross profit from after-sales services was RMB556.5 million, an increase of
RMB213.1 million or 62.1% from the same period in 2008. As at December 31, 2009, the contribution to
gross profit from after-sales services accounted for 47.2% of the total gross profit for the year. Our gross
profit margin for the year ended December 31, 2009 was 8.6%, compared with 7.4% for the same period
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in 2008. The gross profit margin of new automobile sales business was 5.0% for the year ended December
31, 2009, compared with 4.5% for the same period of 2008. Gross profit margin of after-sales services
was 44.3% for the year ended December 31, 2009, compared with 40.3% for the same period of 2008. The
increase in gross profit margin in the year ended December 31, 2009 was primarily due to the increased
market demand for automobiles, the increasing diversification in the range of after-sales business
products, the increased proportion of after-sales services, as well as the increase in gross profit margin of
our new automobile sales and after-sales services.

Other income and gains

Our other income and gains were RMB69.2 million for the year ended December 31, 2009, an
increase of RMB35.8 million, or 107.2%, from RMB33.4 million for the same period of 2008. This
increase was primarily due to the increase in commission income received from insurance companies
serving our customers in our 4S dealerships. The growth of our commission income is attributable to an
increase in our new automobile sales. Commission income amounted to RMB46.5 million for the year
ended December 31, 2009, an increase of RMB28.5 million, or 158.3%, from RMB18.0 million for the
same period in 2008.

Selling and distribution costs

Selling and distribution costs for the year ended December 31, 2009 were RMB346.5 million, an
increase of RMB72.2 million, or 26.3%, from RMB274.3 million for the same period in 2008. The
increase was primarily due to an increase in our salary and welfare expenses as we employed more people
to support our increased sales, and an increase in depreciation primarily due to the increase in the number
and size of our 4S dealerships during the period.

Administrative expenses

Administrative expenses for the year ended December 31, 2009 were RMB162.0 million, an
increase of RMB43.1 million, or 36.2%, from RMB118.9 million for the same period in 2008. This
increase was consistent with our expanded operations and primarily attributable to an increase in our
rental expenses for our 4S dealerships and an increase in our salaries and welfares paid to our
administrative personnel, primarily due to the increase in the number and scale of our 4S dealerships
during that period.

Profit from operations

Profit from operations for the year ended December 31, 2009 was RMB740.1 million, an increase of
RMB322.5 million, or 77.2%, from the same period in 2008. Our operating profit margin for the year
ended December 31, 2009 was 5.4%, compared with 4.0% for the same period in 2008.
Finance costs

Our finance costs for the year ended December 31, 2009 were RMB80.7 million, a decrease of
RMB23.7 million, or 22.7%, from RMB104.4 million for the same period in 2008. The decrease was
primarily due to a decrease in the interest rate of our average bank loans and other borrowings during the
year ended December 31, 2009.
Share of profits of jointly-controlled entities

Our share of profits of our jointly-controlled entities, Xiamen Zhongsheng and Zhongsheng Tacti,
was RMB7.3 million for the year ended December 31, 2009, an increase of 2.8 million, or 62.2%, from
RMB4.5 million for the same period in 2008.
Profit before tax

Our profit before tax for the year ended December 31, 2009 was RMB666.7 million, an increase of
RMB349.0 million, or 109.9%, from RMB317.7 million for the same period in 2008.
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Tax

Our tax for the year ended December 31, 2009 was RMB173.7 million, an increase of RMB90.4
million, or 108.5%, from RMB&3.3 million for the same period in 2008. The increase was primarily due
to the significant increase in our profit before tax during the period. In addition, some of our subsidiaries
in the PRC ceased to enjoy preferential tax treatments and started to pay normal income tax rate since
2009 in accordance with the New EIT Law. Please see “— Factors Affecting Our Results of Operations —
Taxation”.

Profit for the year

Our profit for the year ended December 31, 2009 was RMB493.0 million, an increase of RMB258.6
million, or 110.3%, from RMB234.4 million for the same period in 2008. Our profit margin for the year
ended December 31, 2009 was 3.6%, compared with 2.2% for the same period in 2008.

Profit attributable to owners of the parent

Our profit attributable to equity holders of our Company for the year ended December 31, 2009 was
RMB470.9 million, an increase of RMB252.2 million, or 115.3%, from RMB218.7 million for the same
period in 2008.

Profit attributable to non-controlling interests

Our profit attributable to non-controlling interests was RMB22.1 million for the year ended
December 31, 2009, an increase of RMB6.4 million, or 40.8%, from RMB15.7 million for the same
period in 2008.

LIQUIDITY AND CAPITAL RESOURCES

Our primary uses of cash are to pay for purchases of new automobiles, spare parts and automobile
accessories, to pay for our indebtedness, to fund our working capital and normal recurring expenses, and
to establish new 4S dealerships and acquire additional 4S dealerships. We finance our liquidity
requirements through a combination of cash flow generated from our operating activities, funds raised
from the offering of securities and bank loans and other borrowings.

The following table presents selected cash flow data from our combined/consolidated cash flow
statements for the periods indicated:

Years ended December 31,

2008 2009 2010
(RMB’000) (RMB’000) (RMB’000)

Net cash generated from/(used in) operating

ACtIVILIES ...t 327,885 189,317 (855,680)
Net cash used in investing activities ............ (545,688) (435,967) (2,300,512)
Net cash generated from financing activities . ... 832,979 316,757 5,150,605
Net increase in cash and cash equivalents ....... 615,176 70,107 1,994,413
Cash and cash equivalents at the end of the year . 964,245 1,030,960 2,989,718

Cash flow generated from/(used in) operating activities

For the year ended December 31, 2010, our net cash used in operating activities was RMB855.7
million, consisting primarily of an increase in inventories of RMB1,763.4 million, an increase in pledged
bank deposit of RMB647.0 million and an increase in prepayments, deposits and other receivables of
RMB627.0 million, primarily offset by profit before taxation of RMB1,384.0 million and an increase in
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trade and bills payable of RMB1,068.2 million. Our net cash outflow for operating activities for the year
ended December 31, 2010 primarily resulted from the opening of a large number of new 4S dealership
stores in 2010.

For 2009, our net cash generated from operating activities was RMB189.3 million, consisting
primarily of profit before taxation of RMB666.7 million, a decrease in inventories of RMB309.9 million
and an increase in trade and bills payable of RMB42.7 million, primarily offset by an increase in
prepayments, deposits and other receivables of RMB565.3 million and an increase in pledged bank
deposits of RMB182.8 million.

For 2008, our net cash generated from operating activities was RMB327.9 million, consisting
primarily of profit before taxation of RMB317.7 million, partially adjusted for finance costs by
RMB104.4 million, a decrease in prepayments, deposits and other receivables of RMB181.7 million, an
increase in trade and bills payables of RMB178.8 million, and primarily offset by an increase in
inventories of RMB407.7 million.

Cash flow used in investing activities

For the year ended December 31, 2010, our net cash used in investing activities was RMB2,300.5
million, consisting primarily of purchases of property, plant and equipment of RMB627.3 million,
purchases of land use rights of RMB588.5 million, prepayment for potential acquisition of RMB265.2
million and acquisition of subsidiaries of RMB604.6 million, all of which were used for the expansion of
our network of 4S dealerships, partially offset by proceeds from disposal of items of property, plant and
equipment of RMB103.4 million.

For 2009, our net cash used in investing activities was RMB436.0 million, consisting primarily of
purchases of property, plant and equipment of RMB219.0 million, RMB199.0 million relating to
acquisition of subsidiaries, and purchases of land use rights of RMB108.2 million, all of which were used
for the expansion of our network of 4S dealerships.

For 2008, our net cash used in investing activities was RMB545.7 million, consisting primarily of
advances to third parties of RMB159.7 million for subsidiaries to be acquired, purchases of property,
plant and equipment of RMB137.0 million, RMB121.5 million relating to acquisition of 4S dealerships,
and purchases of land use rights of RMB75.7 million, all of which were used for the expansion of our
network of 4S dealerships.

Cash flow generated from financing activities

For the year ended December 31, 2010, our net cash generated from financing activities was
RMBS5,150.6 million, consisting of proceeds from bank loans and other borrowing of RMB10,423.3
million and net proceeds from issue of new shares in connection with the listing of RMB2,910.5 million,
partially offset by repayment of bank loans and other borrowings of RMB7,943.4 million and interest
paid of RMB238.4 million.

For 2009, our net cash generated from financing activities was RMB316.8 million, consisting
primarily of proceeds from bank loans and other borrowings of RMB5,267.2 million, partially offset by
repayment of bank loans and other borrowings of RMB4,663.6 million, repayment of advances from the
Controlling Shareholders of RMB80.7 million and repayment of advances from third parties of RMB93.6
million.

For 2008, our net cash generated from financing activities was RMB833.0 million, consisting
primarily of proceeds from bank loans and other borrowings of RMB4,493.3 million, contributions from
the then equity holders of the subsidiaries of RMB746.7 million and advances from third parties of
RMB93.6 million, partially offset by repayment of bank loans and other borrowings of RMB4,383.9
million and interest paid of RMB104.4 million.
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Net current assets and liabilities

The following table sets forth the breakdown of our current assets and current liabilities as at the
dates indicated below:

As at December 31,

2008 2009 2010
(RMB’000) (RMB’000) (RMB’000)

CURRENT ASSETS
Inventories . ......... ... .. 1,133,415 1,024,240 3,453,046
Trade receivables . ......... ... ... .. .. ... .... 61,443 86,764 284,951
Prepayments, deposits and other receivables . ... 724,823 1,113,186 2,615,120
Amounts due from related parties .............. 459 556 2,229
Financial assets at fair value through profit or

JOSS t i — — 83,369
Term deposits and pledged bank deposits ....... 210,720 382,929 1,029,932
Cashin transit ............. ... ..o, 29,690 44,542 140,852
Cash and cash equivalents .................... 964,245 1,030,960 2,989,718
Total current assets ..............couiiinninn. 3,124,795 3,683,177 10,599,217
CURRENT LIABILITIES
Bank loans and other borrowings .............. 1,157,543 1,797,149 4,924,455
Trade and bills payables ...................... 835,699 1,093,013 2,984,507
Other payables and accruals ................... 273,201 277,702 954,396
Amounts due to related parties ................ 156,774 24,236 10,026
Income tax payable .......................... 27,733 60,012 188,161
Dividends payable ............ ... ... .. .. .. .. — — 919
Total current liabilities ....................... 2,450,950 3,252,112 9,062,464
NET CURRENTASSETS . ................... 673,845 431,065 1,536,753

As at December 31, 2010, we had net current assets of RMB1,536.8 million, representing an
increase of RMB1,105.7 million from our net current assets of RMB431.1 million as at December 31,
2009. The increase in our net current assets was primarily attributable to the net proceeds we received
from our initial public offering.

As at December 31, 2009, we had net current assets of RMB431.1 million, representing a decrease
of RMB242.7 million from our net current assets of RMB673.8 million as at December 31, 2008. The
decrease in our net current assets was primarily due to our capital expenditures incurred in the year ended
December 31, 2009.

We intend to continue to rely on existing financial resources and cash generated from operations to
fund our future business development. We may also increase our financial resources in line with our
future development or for other purposes, when appropriate. Our ability to obtain adequate financing to
satisfy our business development or debt service requirements may be limited by our financial condition
and the results of business operations, as well as the liquidity of international and domestic financial
markets. Any failure to achieve timely extension or refinancing of our short-term debt may result in our
inability to meet our obligations in connection with trade and bills payables, debt service and/or other
liabilities when they become due and payable. See “Risk Factors — Risks Relating to Our Business — We
may not be able to obtain adequate financing on acceptable terms”.
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Capital expenditure and investment
Our capital expenditures comprised expenditures on property, plant and equipment and land use

rights. During the three years ended December 31, 2008, 2009 and 2010, our total capital expenditures
were RMB204.9 million, RMB323.0 million and RMB858.9 million, respectively.

The following table sets out our expenditures on property, plant and equipment and land use rights
for the years indicated:

Years ended December 31,

2008 2009 2010
(RMB’000) (RMB’000) (RMB’000)
Capital expenditure
Property, plant and equipment ............... 135,568 218,993 636,171
Land userights ......... .. ... .. ... ... 69,371 104,007 222,719
Total ... ... 204,939 323,000 858,890

Capital commitments

The following table sets out our capital commitments in respect of property, plant and equipment,
potential acquisition and land use rights, for the years indicated.

Years ended December 31,

2008 2009 2010
(RMB’000) (RMB’000) (RMB’000)

Contracted, but not provided for:

— Land use rights and buildings ............. 37,071 97,866 171,619

— potential acquisition . .................... — — 85,605
Authorized, but not contracted for: .............

— Land use rights and buildings ............. 18,159 6,755 —
Total . ... ... .. . 55,230 104,621 257,224

INDEBTEDNESS

Bank loans and other borrowings

Our bank loans and other borrowings as at December 31, 2008, 2009 and 2010 were RMB1,157.5
million, RMB1,797.1 million and RMB4,924.5 million, respectively. Our bank loans and other
borrowings increased during the three years ended December 31, 2010 as we had to finance our expanded
operations.

As at December 31,

2008 2009 2010
(RMB,000) (RMB,000) (RMB,000)
Current bank borrowings and other borrowings
representing:
—secured ... 52,000 117,076 859,384
—entrusted . ... .. L i 20,000 30,000 20,000
—guaranteed ......... .. 403,000 448,500 1,182,000
—unsecured ... .. 682,543 1,201,573 2,863,071
1,157,543 1,797,149 4,924,455
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Pledged Asset

As of December 31, 2010, certain of our bank loans were secured by mortgages or pledges over our
land use rights, buildings and inventories, and/or guaranteed by our Controlling Shareholders and third
parties. The pledged buildings had an aggregate net book value of RMB79.0 million, RMB79.6 million
and RMB89.7 million as at December 31, 2008, 2009 and 2010, respectively, while the pledged land use
rights had an aggregate net book value of RMB38.5 million, RMB41.7 million and RMB&7.2 million,
respectively, as at the same dates. The pledged inventories had an aggregate net book value of RMB30.3
million, RMB76.7 million and RMB711.4 million as at December 31, 2008, 2009 and 2010, respectively.

As at December 31, 2010, we had total bank loan facilities of approximately RMBS5,400 million, of
which approximately RMB4,489 million was utilized.

Contingent liabilities

We are not currently involved in any material legal proceedings, nor are we aware of any pending or
potential material legal proceedings involving us. If we were involved in such material legal proceedings,
we would record any loss or contingency when, based on information then available, it is likely that a loss
has been incurred and the amount of the loss can be reasonably estimated.

As at the date of this offering memorandum, we did not have any material contingent liabilities or
guarantees.

Off-balance sheet commitments and arrangements

As at the date of this offering memorandum, we had not entered into any off-balance sheet
transactions.

MARKET RISK DISCLOSURE
We are exposed to various types of market risks, including interest rate risks and liquidity risk.
Interest rate risks

We are exposed to interest rate risks resulting from fluctuations in interest rates on our debt. A
substantial portion of our bank borrowings consists of variable rate debt obligations with an original
maturity of one year. Increases in interest rates could result in an increase in our cost of borrowing. If this
occurs, it could adversely affect our revenue, profit and other financial condition. The interest rate on
bank loans and overdrafts in the PRC depends on PRC regulations. We do not currently use any derivative
instruments to manage our interest rate risks as such risks are considered minimal.

Liquidity risks

We are exposed to liquidity risks. The cash management of all our operating entities in the PRC is
centralized, including the raising of loans to cover expected cash demands. Our individual operating
entities outside the PRC are responsible for their own cash management. Our policy is to regularly
monitor current and expected liquidity requirements and our compliance with lending covenants, to
ensure that we maintain sufficient cash inflows from operations, reserves of cash, and external financing
to meet our liquidity requirements in the short and longer term.
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INDUSTRY OVERVIEW

The information and statistics set out in this section have been derived, in part, from various
government publications and databases. This information has not been independently verified by us, the
Initial Purchasers or any of our and their respective affiliates and advisers or any other party involved in
this offering. The information and statistics set out in this section may not be consistent with other
information and statistics compiled within or outside the PRC. Our Company commissioned ACMR, an
independent specialist Chinese market research company, to conduct research and prepare ACMR
Survey. ACMR received a commission of RMBI150,000 for the research and preparation of ACMR Survey
included in this offering memorandum.

RAPID ECONOMIC GROWTH IN THE PRC
Growth of the Chinese economy

The Chinese economy has expanded rapidly since the PRC Government began implementing their
“open door” policies in the late 1970s. Since then, the PRC Government has actively sought to become
engaged in international trade. Economic growth was further promoted by the launch of special economic
zones along China in the early 1980s. According to the National Bureau of Statistics of China, the PRC’s
nominal GDP grew at a CAGR of approximately 14.7% from 2000 to 2009, demonstrating rapid
expansion of the PRC economy. The chart below sets out the nominal GDP and nominal GDP per capita
in the PRC during the period from 2000 to 2009.

Nominal GDP and Nominal GDP per Capita in the PRC
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Source National Bureau of Statistics of China
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Accelerating urbanization and increasingly affluent urban residents

Urbanization has accelerated in the PRC as a result of rapid economic growth. Populations in urban
areas have swelled with the influx of people from rural and less developed areas. Between 2000 and 2009,
the total urban population in the PRC increased by approximately 163 million or approximately 35.5%. In
2009, the total urban population in China was approximately 622 million and accounted for
approximately 46.6% of the total population. The table below shows the growth of the urban population
in the PRC during the period from 2000 to 2009.

Growth of the Urban Population in the PRC
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I Urban population
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Source National Bureau of Statistics of China

The growth in GDP and the rate of urbanization have led to an improvement in living standards and
an increase in purchasing power. Per capita annual disposable income levels of urban residents have
increased substantially since 2000. During the period from 2000 to 2009, the per capita annual disposable
income of urban households in the PRC increased from approximately RMB6,280 to RMB17,175,
representing a CAGR of approximately 11.8%.

Per Capita Annual Disposable Income of Urban Households in the PRC
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Source National Bureau of Statistics of China
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The PRC’s market for consumer goods has expanded rapidly in the past few years led by the PRC’s
strong economy, growing middle class and increasing affluence. For example, the number of households
with an annual disposable income of over US$2,500 more than tripled, from approximately 81 million in
2000 to approximately 263 million in 2009. This income group accounted for 67.6% of total households
in 2009, showing substantial increase from 23.1% in 2000.

Number of Households with Annual Disposable Income
of Over US$2,500 in the PRC and percentage-wise thereof
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Source Euromonitor International (“Euromonitor”) was not commissioned by our Company or the Initial Purchasers.
Euromonitor is an Independent Third Party. Founded in 1972, Euromonitor is a privately owned company with
offices in London, Chicago, Singapore, Shanghai and Vilnius. All information relating to “Number of Households
with Annual Disposal Income of Over US$2,500 in the PRC and percentage-wise thereof” were derived from
Euromonitor’s database, which maintains a large number of internationally comparable country statistics.

—78 —



Increased investment in improving transportation and other infrastructure

The growth in GDP and the rate of urbanization are related to the substantial investments by the PRC
Government in the construction of transportation infrastructure. The length of China’s highway network
has grown at a CAGR of 11.7% from approximately 1.77 million kilometers in 2002 to approximately
3.85 million kilometers in 2009. Further, between 2002 and 2009, the length of China’s expressways grew
from approximately 25,100 kilometers in 2002 to approximately 64,400 kilometers in 2009, representing
a CAGR of 14.4%."

Length of Highways in the PRC
Kilometers ("000)
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Source National Bureau of Statistics of China

(I) A highway is defined as public main road, especially roads connecting towns and cities. An expressway is defined as
a road designed for high-speed travel, having few or no intersections.

The increasing length of highways and expressways greatly facilitates inter-city travel. According to
the PRC Government’s Expressway Construction Plan ([ 5 5 2 /2 % %% e K #1)), it is also projected that,
by 2010, approximately 90% of the cities in the PRC with a population of more than 200,000 people will
be linked by expressways. Improvement in transportation infrastructure is a key driver for the growth of
automobile consumption in China.
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THE PRC PASSENGER CAR MARKET®

The PRC passenger car industry has experienced tremendous growth. China has become a major
player in the global passenger car market both in terms of production and sales volumes. Driven by
growing individual wealth, favorable government policies, aggressive entrances by global automakers,
declining automobile prices and the emergence of automobile financing, the Chinese passenger car
market has been augmenting quickly. In 2006, approximately 4.5 million new passenger cars were sold in
China, ranking China third in the world behind the U.S. and Japan. In 2009, China has become the largest
passenger car market with over approximately 8.8 million new passenger cars sold. In the past seven
years, the passenger cars produced domestically increased from approximately 2.0 million units in 2003
to 8.4 million units in 2009, representing a CAGR of approximately 26.8%. During the same period, the
volume of new passenger car sales increased from approximately 2.1 million units to approximately 8.8
million units, representing a CAGR of approximately 27.2%, and the value of new passenger car sales
grew from approximately RMB320 billion to RMB1,317 billion, representing a CAGR of approximately
22.4%. Given the robust growth, it is expected that the total sales of new passenger cars will grow at a
CAGR of approximately 10.0% from approximately RMB1,317 billion in 2009 to RMB3,329 billion in
2014.

Top 10 Passenger Car Markets'?

CAGR

Rank Number Country 2006 2007 2008 2009 (06-09)
of new passenger cars sold/registered (million)

1 China ........... 4.45 5.58 6.06 8.75 25.3%
2 USA . ... .. .... 7.79 7.60 6.81 5.46 -11.2%
3 Japan ........... 4.64 4.40 4.23 3.92 -5.4%
4 Germany ......... 3.47 3.15 3.09 3.81 3.2%
5 Brazil ........... 1.56 1.98 2.67 3.01 24.6%
6 France .......... 2.00 2.06 2.05 2.27 4.3%
7 Italy . ........... 2.33 2.49 2.16 2.16 -2.5%
8 UK ............. 2.34 2.40 2.13 1.99 -5.2%
9 Korea ........... 1.20 1.27 0.96 1.17 -0.8%
10 Spain ........... 1.63 1.61 1.16 0.95 -16.5%

Source ACMR Survey

Assuming that the macroeconomic environment continues to develop in a steady manner, consumer
market growth, including the market for private transportation, is expected to continue through 2020. The
penetration rate of passenger cars in China was only approximately 3.2 per 100 people in 2009, far lower
than the developed countries approximately 66.2 in Germany, 56.5 in France, 52.9 in UK, 51.2 in US and
50.6 in Japan. The low penetration rate indicates that China’s passenger car market has great potential for
growth.

(1)  Passenger car in this offering memorandum is defined to include basic passenger car, multi-purpose vehicle (MPV), and sport
utility vehicle (SUV). All revenue in ACMR Survey includes VAT.

(2)  Ranked by new car sales/registration volume in 2009
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Sales and Sales Forecast of New Passenger Cars in China
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ACMR was established in 1992 as a specialized company engaged in providing commercial information and market
research. Since its incorporation, ACMR has been affiliated with the State Statistical Bureau of China (“SSB”).
ACMR is authorized by SSB to mine and commercialise statistical data. The forecasts and projections from the
ACMR Survey were based on ACMR’s analysis of historical data and trends. This information was obtained by
ACMR from various sources, including relevant PRC Government departments and established PRC industry
organizations such as SSB, the China Association of Automobile Manufacturers (“CAAM”) and the China
Automobile Dealers Association (“CADA”). In the course of preparing the forecast and projection, ACMR has also
consulted the PRC State Development and Reform Commission and CADA. Certain assumptions, for instance, the
continuous growth of the PRC economy and the price of automobiles will remain stable are based on consultation
with various industry organizations.

The following tables list the top ten PRC passenger vehicle manufacturers in 2009 and 2008 by sales
volume respectively.

Top Ten Passenger Vehicle Manufacturers in the PRC (2009)

Total Sales Volume

(Units: thousand)

Manufacturer

Shanghai Volkswagen Motors Co., Ltd. ....... ... ... i 728
Shanghai General Motors Co., Ltd ........ .. . 708
FAW-Volkswagen Automotive Co., Ltd . ....... ... .. ... ... ... ... ....... 669
Beijing Hyundai Motor Co., Ltd . ...... ... .. 570
Dongfeng Nissan Passenger Vehicle Co., Ltd .......... .. .. .. ... .. ... ... 519
Chery Automobile Co., Ltd ...... ... 484
BYD Co., Ltd . ..o 448
FAW Toyota Motor Sales Co., Ltd ....... .. .. . .. .. . . .. 417
Guangzhou Honda Motors Co., Ltd . ... ... .. . i 366
Geely Holding Group ....... ..ot e 329
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Top 10 Passenger Vehicle Manufacturers in the PRC (2008)

Total Sales Volume

(Units: thousand)

Manufacturer

FAW-Volkswagen Automotive Co., Ltd ........ ... .. ... .. . ... . ... 499
Shanghai Volkswagen Motors Co., Ltd. ........ .. ... .. o .. 490
Shanghai General Motors Co., Ltd . ........ ... i 445
FAW Toyota Motor Sales Co., Ltd ........ . . . i, 366
Chery Automobile Co., Ltd ....... ... .. 356
Dongfeng Nissan Passenger Vehicle Co., Ltd ............ .. ... ... ...... 351
Guangzhou Honda Motors Co., Ltd ....... .. .. .. . . i 306
Beijing Hyundai Motor Co., Ltd . ...... ... . i 295
Geely Holding Group . ......oui it e e e e 222
Changan Ford Mazda Automobile Co. Ltd. ......... ... ... ... . ... .. ... 205

Source ACMR Survey

Taken collectively, the automobile manufacturing industry in the PRC recorded aggregate revenues
of approximately RMB1,188 billion in 2008, with a pre-tax profit of approximately RMB86.6 billion and
an overall pre-tax profit margin of approximately 7.3%.

Features of the Chinese passenger car market

The Chinese passenger car market has been rapidly expanding, with a sales increase of
approximately 8.9 million units from 2005 to 2010, and has the following features:

First, regions, which include provinces in Northeast China, East China and South China, are the
largest and fastest growing passenger car markets in China. In terms of geographical distribution, the
Chinese passenger car market shows obvious geographical differentiation. The passenger car market in
regions in general is larger than that of the other parts of the country. Sales of passenger cars in regions
grew steadily from 2004 to 2010, accounting for about one-third of total passenger car sales in China.
Rapid and steady economic growth, higher disposable income and more developed road infrastructures in
regions are the main drivers for higher passenger car consumption. High volumes of new passenger car
sales in regions indicate a large passenger car consumer base and strong growth potential for after-sales
businesses, used passenger car sales and other passenger-car related businesses.

Geographical Division Provinces Included

East China ....... Shanghai, Jiangsu, Shandong, Jiangxi, Zhejiang, Anhui

North China ... ... Beijing, Tianjin, Hebei, Shanxi, Inner Mongolia

Northeast China .. Heilongjiang, Jilin, Liaoning

Northwest China ..  Xinjiang, Ningxia, Gansu, Shaanxi, Qinghai

Mid-south China .. Henan, Hubei, Hunan

Southwest China ..  Guangxi, Sichuan, Guizhou, Yunnan, Tibet, Chongqing

South China ...... Fujian, Hainan, Guangdong

Coastal regions ... Liaoning, Shandong, Jiangsu, Zhejiang, Guangdong, Fujian, Shanghai,

Tianjin, Hebei

— 82 —



3500 Comparison of Geographical Passenger Car Licensing Data -

3000
2500 7
2000 7 i

1500 |

1000 |

Number of passenger cars ('000)

2004 2005 2006 2007 2008 2009 2010

O East China @ North China O Northeast China [0 Northwest China B Mid-south China @ Southwest China @ South China O Coastal regions

Source Automobile Output & Sales Express, ACMR Survey

Second, mid-to-high end passenger cars typically priced above RMB200,000 and luxury passenger
cars typically priced above RMB500,000 have shown higher growth than the industry average. In 2003,
approximately 510,000 units of mid-to-high end and luxury new passenger cars (domestic and imported)
were sold in China. In 2010, the figure was approximately 3,030,000 units, representing a CAGR of
approximately 29.0%. From 2003 to 2010, sales of domestic mid-to-high end and luxury new passenger
cars grew from approximately RMB116 billion to RMB596 billion, representing a CAGR of
approximately 26.3%. It is expected that sales in this segment will grow at a CAGR of approximately
12.7% from approximately RMB596 billion in 2010 to RMB963 billion in 2014. Imported mid-to-high
end and luxury brand passenger cars also witnessed strong sales growth, rising from approximately
RMB22 billion in 2003 to RMB509 billion in 2010, representing a CAGR of approximately 56.6%. Sales
in this segment are projected to grow at a CAGR of approximately 22.9% from approximately RMB509
billion in 2010 to RMB1,163 billion in 2014. As both the Chinese economy and its middle class are
growing steadily, the demand for mid-to-high end and luxury passenger cars is expected to continue to
rise.
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Sales and Sales Forecast of Domestic Mid-to-high End and Luxury New Passenger Cars
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Sales and Sales Forecast of Imported Mid-to-high End and Luxury New Passenger Cars
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Sales and Sales Forecast of Domestic and Imported Mid-to-high End and
Luxury New Passenger Cars
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Third, Japanese automobile brands, especially Toyota, being one of the market leaders and the
largest automobile brands in terms of sales, has been steadily gaining market share in China in
mid-to-high end automobile brand segment in recent years. According to ACMR, between 2003 and 2008,
Toyota, Honda and Nissan’s PRC market shares within the mid-to-high end passenger car brand segment
increased from approximately 4.9% to 20.8%, 21.4% to 23.2% and 3.7% to 5.2% respectively, and Lexus’
PRC market share within the luxury passenger car brand segment increased from approximately 8.1% to
19.8%.

Fourth, with living standards improving in China, the percentage of passenger car ownership has
been growing rapidly year-on-year and the consumption structure of the Chinese automobile market has
changed greatly. In the “Tenth Five Year” period (2001-2005), the Chinese automobile consumption
structure has changed fundamentally, markedly shifting from government consumption to private
consumption, with private consumers becoming the major consumers of passenger cars in China.
Approximately 48% of automobiles sold in 2001 were purchased by private consumers, whereas
approximately 86% of automobiles sold in 2010 were purchased by private consumers, who are now the
primary driving force in the Chinese automobile industry.

Retail platforms for the Chinese passenger car market

The dominant retail platform in the Chinese passenger car market is the specialized automobile
dealerships, known as the “4S dealership” where 4S refers to sales, spare parts, service and survey.
Automakers generally enter agreements with the dealers who run 4S dealerships, authorizing them to
conduct marketing activities for specified automobile brands within a specified territory. Such
agreements generally set forth the requirements with regard to sales and publicity formats, service
standards, sales processes, and corporate identities.
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The dominance of the 4S dealership as the established retail platform was strengthened by the
Measures for the Implementation of the Administration of Branded Automobile Sales {7 f i 8 B 4
PE AL ) (“Measures™) promulgated by MOFCOM in February 2005. The Measures stipulate that all
automobile dealers must obtain permission from automakers before retailing their brands. As a result of
the introduction of the Measures, other types of automobile sales platforms including automobile trading
markets and automobile supermarkets, began to diminish in importance. From 2003 to 2010, total sales of
passenger car through 4S dealerships grew from approximately RMB224 billion to RMB1,997 billion,
representing a CAGR of approximately 36.7%. Given this growth, it is expected that total sales of
automobiles through 4S dealerships will grow at a CAGR of approximately 12.9% from approximately
RMB1,997 billion in 2010 to RMB3,239 billion in 2014.

Sales and Sales Forecast of New Passenger Car Sold through 4S
Dealerships
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The 4S dealership retail platform was introduced to China in the mid-1990s. Most passenger car
brands have at least 100 4S dealerships across China, among which FAW-Volkswagen, Shanghai
Volkswagen and Beijing Hyundai have over 800 4S dealerships. Since 2008, the sales income of 4S
dealerships have largely corresponded to total sales of new automobiles in China. For the same period,
the after-sales income of 4S dealerships (primarily from the provision of maintenance, repair and
detailing services) accounted for approximately 55% of the after-sales income of the passenger car
market in China.

Sources of Income for 4S Dealerships
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Source  ACMR Survey

As at December 31, 2009, the total number of 4S dealerships in the PRC was approximately 15,000,
mostly distributed in East China. Approximately 7,650 4S dealerships were located in regions,
accounting for approximately 51% of all 4S dealerships in PRC as at December 31, 2009.

Regional Distribution of 4S Dealerships by Number of Stores as at 31 December 2009
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Source ACMR Survey
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The market for new passenger cars in China is fragmented. However, passenger car dealers are
gradually becoming group-oriented, whereby one dealer sets up multiple dealerships to acquire
dealership agreements with multiple automobile brands. With competition intensifying, regional
leadership and economies of scale have emerged to be among the most important success factors for
dealers engaged in new automobile sales. Large dealership groups are able to gain operational strengths
in personnel training, brand recognition, capital investment and the integration of regional market
resources, which present strong competitive advantages against smaller dealers. In addition, large
automobile dealership groups also enjoy strong advantage in penetrating second and third-tier markets as
well as with respect to the developing used automobile market in China, which is expected to be a new
growth area. Stronger cooperative relationships with automakers provide large automobile dealership
groups strategic advantages in developing new market channels, retail strategies, and in capitalising on
business opportunities. Accordingly, the development of large-scale, trans-regional operations is a main
growth trend for automobile dealership groups operating in China.

In 2008, the top ten automobile dealership groups in the PRC accounted for only approximately
11.4% of the passenger car market’s total revenue'". Of these ten, eight possessed 4S dealerships located
across a number of provinces in the PRC as at year end of 2008, in aggregate accounting for
approximately 9.8% market shares in 2008. Our Group was ranked fifth, fourth and seventh among the
top ten automobile dealership groups in terms of revenue in 2007, 2008 and 2009 respectively.

Trans-regional dealership groups® 2009 Market share
Dealership group 1 ... .. 2.4%
Dealership group 2 ... ... . e 2.2%
Dealership group 3 ... .. 1.5%
Dealership group 4 ... ..o 1.4%
Dealership group 5 .. ... 1.0%
Dealership group 6 ... ... 1.0%
OUTE GTOUD .+t vttt et e e e e e e e e e e e e e e e e e 0.9%
Dealership group 7 ... 0.8%
Dealership group 8. ... ... 0.7%
Dealership group 9. . ... .. e 0.7%

Chinese passenger car after-sales market

The Chinese passenger car after-sales market is generally divided into the market for repair,
maintenance, and detailing services, and the market for automobile accessories and spare parts.

Driven by the increase in private automobile ownership, the Chinese passenger car after-sales
market is facing new opportunities for development. By the end of 2008, China had approximately 26.3
million passenger car owners, approximately 19.5 million of which were private owners. Private owners
are now the primary consumers of passenger cars in China, and they have their own requirements for
automobile brands, performance and individualism which are essentially different from those of
government consumers. Private owners, particularly owners of mid-to-high end and luxury automobiles,
tend to give high priority to service quality. Approximately 80% of this consumer group choose to have
their automobiles serviced in 4S dealerships, which provide luxury fittings and have high credibility and
service standards. It is expected that the number of private passenger car owners in the PRC will increase
from approximately 19.5 million in 2008 to 49.6 million by 2012. The rapid expansion of private
passenger car ownership has become a major driver for the PRC passenger car after-sales market.

Notes:

(1)  The revenue includes revenue from new car sales, after-sales businesses and used car business.
(2)  Trans-regional dealership groups as at year end of 2008 and ranked by 2008 revenue.

(3)  This dealership group was not a trans-regional dealership group in 2006 and 2007.

(4)  This dealership group was not ranked among top ten in 2006 and 2007.

— 88 —



The gradual ageing of passenger cars also offers the Chinese passenger car after-sales market new
opportunities for development. The demand for after-sales services is expected to be largest when
passenger cars are in the fourth to ninth years of their service lives. It is expected that the percentage of
passenger cars that have been in use for more than three years in the PRC will rise from approximately
50% in 2008 to 66% by 2012, indicating that the number of passenger cars in need of maintenance and
repair should grow significantly. The size of the Chinese passenger cars after-sales market in 2002 was
approximately RMBS50 billion, more than double the figure of approximately RMB23 billion in 1997. By
2010, the market had grown to approximately RMB240 billion, and it is expected to further grow to
approximately RMB486 billion by 2014.

In addition to services provided through existing 4S dealerships, new service platforms such as
quick service shops and accessory retailers are emerging. Quick service shops are aimed at providing fast
and efficient repair, maintenance and detailing services, while accessory retailers are especially designed
to provide a variety of automobile accessories to customers at a centralized location. Such alternative
after-sales services platforms benefit extensively when established in conjunction with an existing 4S
dealership network, providing opportunities to leverage the customer base, operational expertise, human
resources and financial resources.

Size of the Chinese Passenger Car After-sales Market ¥
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Source  ACMR Survey

(1) Including the sales of automobile accessories and spare parts as well as repair, maintenance and detailing services.
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Chinese used passenger car market

In line with the production and sales levels of new passenger cars in China, the Chinese used
passenger car market is growing rapidly and also has significant growth potential. According to ACMR,
approximately 2.2 million used passenger cars were sold in 2010, showing a year-on-year increase of
approximately 15.8% compared with 2009. The used passenger car market in China is expected to
continue to grow from 2010 to 2014, and there is great potential for further development in this market.
It is expected that the volume of used passenger car sales will increase from approximately 2.2 million
units in 2010 to approximately 4.1 million units in 2014, with total sales increase from approximately
RMB115 billion in 2010 to approximately RMB219 billion in 2014.

Trading Volume of Used Passenger Cars
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Trading Value of Used Passenger Cars
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BUSINESS
OVERVIEW

We are a leading national automobile dealership group in China by revenue from 2006 to 2009,
according to ACMR. Our 4S dealerships are concentrated in cities with relatively affluent populations in
the northeastern, northern, eastern and southern regions of China, as well as selected inland areas. We
have grown rapidly from 15 operating 4S dealerships at the beginning of 2006 to 98 4S dealerships in
operation as of the date of this offering memorandum.

We have dealership agreements to operate our 4S dealerships for a diversified portfolio of
automobile brands, consisting of luxury automobile brands including Mercedes-Benz, Lexus Audi,
Porsche and Lamborghini and mid-to-high end automobile brands including Toyota, Nissan and Honda.
Each of our 4S dealerships is designated to sell one brand of automobile and typically only permitted to
operate at a single point of sale.

We were the first company to be granted dealership rights by Toyota in China, and one of the first
authorized dealerships for Lexus and Audi in China. According to ACMR Survey, we are one of the
largest automobile dealership groups in China in terms of sales volume and number of 4S dealerships for
Toyota and Lexus. Toyota and Lexus are our two largest automobile brands in terms of sale.

Through our “one-stop automobile shop” business model, we offer a comprehensive range of new
automobiles, after-sales products and services in each of our 4S dealerships to our customers. In addition
to our new automobile sales business, our after-sales businesses offer spare parts, automobile accessories,
repair and maintenance services, detailing services, and other automobile-related products and services.
Each of the new automobile sales business and after-sales businesses has its own features in terms of
business model and revenue and profitability contributions to our Group.

Our revenue for the three years ended December 31, 2008, 2009 and 2010 was RMB10,548.6
million, RMB13,722.2 million and RMB24,042.9 million, respectively, representing a CAGR of
approximately 51.0% during such periods. Revenue generated from the sales of our mid-to-high end
automobile brands accounted for approximately 65.8%, 69.5% and 62.6% of our new automobile sales
revenue for the three years ended December 31, 2008, 2009, 2010, respectively, while revenue generated
from the sales of our luxury automobile brands accounted for approximately 34.2%, 30.5% and 37.4% of
our new automobile sales revenue for the same periods. The gross profit margin of our sales of
mid-to-high end brand automobiles was 4.0%, 4.5% and 4.4%; the gross profit margin of our sales of
luxury brand automobiles was 5.5%, 6.5% and 8.2%; and the gross profit margin of our after-sales
businesses was 40.3%, 44.3% and 48.9% during the same periods, respectively. Revenue generated from
our new automobile sales business accounted for approximately 91.9%, 90.8% and 91.2% and the
revenue generated from our after-sales businesses accounted for approximately 8.1%, 9.2% and 8.8% of
our revenue during the same periods. Our profit attributable to owners of the parent for the three years
ended December 31, 2008, 2009 and 2010 was RMB218.7 million, RMB470.9 million and RMB1,031.2
million, respectively, representing a CAGR of approximately 117.1% during such periods.

Based on the information provided by ACMR, we accounted for approximately 1.1%, 1.2% and
1.0% of the Chinese passenger car market’s total revenue' in 2007, 2008 and 2009, respectively. Our
Group was ranked fifth, fourth and seventh among passenger car dealerships in terms of revenue in 2007,
2008 and 2009, respectively, in the PRC.

! The revenue referred to in the ACMR Survey includes revenue from new car sales business, after-sales businesses and used

car business. All revenue referred therein includes VAT.
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As a leading national automobile dealership group in the PRC, we believe that as a result of our
strong portfolio of luxury and mid-to-high end automobile brands and strategic positioning as a “one-stop
automobile shop”, we are well-placed to benefit from the growth of China’s middle-class and the
continued rise in the per capita disposable income of Chinese consumers, and further consolidate our
market leadership position.

RECENT DEVELOPMENT

During the second half of 2010 and till the date of the offering memorandum, we completed a series
of significant mergers and acquisitions in order to expand our operations and enhance our competitive
strength through achieving better economies of scale, including the acquisition of 100% equity interest in
Fuzhou Huarui Automobile Sales Service Co., Ltd. and Fuzhou Grand Rich Da Trade Co., Ltd., the
acquisition of 50% equity interest in B&L Motor Holding Co., Ltd. and the acquisition of 55% equity
interest in New Wing Enterprises Limited. For further details, please see “Management’s Discussion and
Analysis of Financial Condition and Results of Operations — Recent Developments.”

OUR COMPETITIVE STRENGTHS

We believe that our success and potential for future growth can be attributed to a combination of our
competitive strengths.

We are a leading national automobile dealership group in the PRC by revenue according to ACMR,
with a strong presence of 4S dealerships in cities with relatively affluent populations in multiple
regions

We have a strong presence of 4S dealerships in cities with relatively affluent populations located in
the northeastern, northern, eastern and southern regions of China, as well as selected inland areas.

Liaoning Province

We are the largest automobile dealership group in Dalian City. Dalian City is a major Chinese port,
and a transportation hub for northeastern China. Our Lexus 4S dealership in Dalian City was awarded the
distinguished dealership by Lexus in term of sales, after-sales services, customer satisfaction and overall
performance every year from 2007 to 2010. Our operations in Dalian City also include Toyota’s
top-ranking PRC dealership, measured by national customer and service satisfaction indices.

Apart from Dalian City, our 4S dealership network also covers other major cities in Liaoning
Province, including Shenyang City, the provincial capital of Liaoning Province. As of the date of this
offering memorandum, we operated a total of 31 4S dealerships in Liaoning province, offering
automobile brands including Mercedes-Benz, Lexus, Audi, Toyota, Nissan and Honda.

Yunnan Province

We are the largest dealership group offering Toyota and the only dealership group offering Lexus in
Yunnan Province. In addition, we also operate Mercedes-Benz, Honda and Nissan 4S dealerships in
Yunnan Province. As of the date of this offering memorandum, we operated a total of 10 4S dealerships in
Yunnan Province.

Beijing and Tianjin Municipalities
We acquired a 50% equity interest in B&L Motor in 2010, which operates 4S dealerships in Beijing
and Tianjin to enhance the Group’s brand portfolio. As of the date of this offering memorandum, we

operated a total of eight 4S dealerships in Beijing and Tianjin municipalities, offering luxury automobile
brands including Mercedes-Benz, Audi, Porsche, Lamborghini and Toyota.
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Fujian Province

We also have an established market position in Fujian Province, where we operated a total of 12 4S
dealerships as of the date of this offering memorandum, including in Xiamen City and Fuzhou City, two
of Fujian Province’s most affluent cities. We operate Mercedes-Benz, Lexus, Toyota and Nissan 4S
dealerships in Fujian Province.

Guangdong Province

We have an established market position in Guangdong Province operating a total of six 4S
dealerships in major cities in Guangdong Province, including Dongguan City, Shenzhen City and the
provincial capital, Guangzhou City as of the date of this offering memorandum. We operate
Mercedez-Benz, Lexus and Toyota 4S dealerships in Guangdong Province.

Shandong Province

We operate a total of nine 4S dealerships in Shandong Province as of the date of this offering
memorandum. We operate 4S dealerships including Audi, Toyota and Nissan in Shandong Province.

Other strategic markets

We have also established 4S dealerships in other strategic markets which have large, affluent
consumer bases and/or well-established road networks. These include: one 4S dealership in Shanghai
Municipality, five 4S dealerships in Zhejiang Province; five 4S dealerships in Jiangsu Province; three 4S
dealerships in Sichuan Province; five 4S dealerships in Shaanxi Province; two 4S dealerships in Jilin
Province; and one 4S dealership in Heilongjiang Province as of the date of this offering memorandum.

We have a diversified portfolio of luxury and mid-to-high end automobile brands

We have a diversified portfolio of luxury and mid-to-high end automobile brands. We have
dealership agreements with various leading global automakers and/or their PRC joint venture
corporations, including luxury automobile brands such as Mercedez-Benz, Lexus, Audi, Porsche and
Lamborghini and mid-to-high end automobile brands such as Toyota, Nissan and Honda. We are one of
the largest automobile dealers in China, both by sales volume and number of 4S dealerships for Toyota
and Lexus, according to ACMR.

We believe our automobile brands are popular among Chinese consumers and have experienced
sustained sales growth in the PRC. According to a PRC market survey conducted by JD Power in 2009,
our luxury and mid-to-high end automobile brands, Mercedes-Benz, Lexus, Audi, Toyota, Nissan, Honda
and others, are the most highly-rated automobile brands in terms of overall service satisfaction based on
service initiation, service advisor, service facility, automobile pickup and service quality. According to
ACMR, between 2003 and 2008, Mercedes-Benz, Lexus and Audi, recorded a CAGR for their total sales
in the Chinese market of approximately 34.7%, 63.4% and 12.1%, respectively, whereas Toyota, Nissan
and Honda recorded a CAGR for their total sales in the Chinese market of approximately 62.5%, 30.9%
and 23.9%, respectively.

Our customer-focused philosophy and store-level operational expertise have resulted in our
highly-ranked 4S dealerships with consistent quality service and satisfactory customer experience

As our business is retail in nature, we understand and place great emphasis on customer service. Our
corporate motto is “Zhongsheng — Lifetime Partner”, which is central to our corporate culture. We
believe that providing high-quality services to each of our customers is the key to building long-lasting
customer relationships, and to attracting new customers for each of the businesses offered by our
“one-stop automobile shop” business model. In line with this core principle, we provide systematic
training courses to our customer-facing employees such as our sales personnel, and structure our
employee compensation system with the aim of promoting high customer satisfaction.
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In order to serve our customers better, we have developed a detailed customer database containing
customer records from all of our 4S dealerships, which allows us to track our customers’ usage patterns
and preferences for our products and services. This in turn allows us to understand and anticipate each of
our customer’s needs and requirements.

As a result of our customer-focused philosophy, several of our 4S dealerships operating
Mercedez-Benz, Lexus, Toyota and Nissan brands achieved high ranking in terms of customer
satisfaction indices among 4S dealerships in their respective cities or region in 2010. Our Group was also
rated by the China Automobile Dealers Association in 2008 as one of the ten most influential automobile
dealership groups in the industry for the 30 years since China’s adoption of reform and opening-up
policy. We were also awarded Outstanding Award in Management Model in China 2010 for our creative
service model. In addition, our individual 4S dealerships received various kinds of awards in recognition
of their outstanding customer service. Recent awards we received in 2010 include:

. Excellent Dealer Award for one of our Lexus dealerships in Dalian awarded by Lexus.

. Best Dealer Store Award in terms of comprehensive assessment for one of our FAW-Toyota
dealerships in Dalian awarded by FAW Group.

. Best Customer Satisfaction Dealer Store Award (North Region) for one of our Mercedez-Benz
dealerships in Dalian awarded by Mercedez-Benz.

J Diamond Dealer Store Award for one of our DF-Nissan dealerships in Dalian awarded by
DF-Nissan.

d Top SSI (Sales Satisfaction Index) Award for one of our DF-Nissan dealerships in Qingdao
City awarded by DF-Nissan.

We have strong and established working relationships with leading automakers

We have strong and established working relationships with leading global automakers and/or their
PRC joint venture corporations. We were the first PRC dealerships granted with dealership rights by
Toyota, which was our largest new automobile supplier as of December 31, 2010. We were also one of the
first authorized dealerships in the PRC for Audi and Lexus. We are now one of the largest automobile
dealers for both Toyota and Lexus in China, both by sales volume and by number of 4S dealerships.

Automakers in China have become increasingly selective in entering into new dealership
arrangements, and tend to favor high performance dealerships. In particular, certain of the automakers are
increasingly limiting new 4S dealership arrangements to top performing dealers in each region. In light of
these developments, we believe our strong and established relationships with the automakers, strong
sales, high customer satisfaction and track record, position us well to expand our network of 4S
dealerships further in China.

Our large scale operations allow us to achieve economies of scale

Our large scale operations allow us to achieve economies of scale from the human resources,
business and financial perspectives.

Human resources
As a result of our large scale operations, we have been able to implement a systematic approach to
foster capable and experienced managers. One of our corporate policies is to promote capable personnel

within the Group’s operations and provide a clear career path to those personnel, thus forming a large
pool of motivated and experienced employees to support our business expansion plans.
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By leveraging our strong operational expertise accumulated throughout our national store network,
we frequently apprentice new recruits to our best performing 4S dealerships for training, before rotating
them to 4S dealerships in other locations. We believe this ensures best practice sharing and the
accumulated business expertise in our best-performing 4S dealerships can be replicated at all of our 4S
dealerships.

In addition, as we are a leading national automobile dealership group in the PRC with a diversified
portfolio of automobile brands, we are able to offer our employees with a clear career path encompassing
a variety of opportunities to work with different automobile brands as well as work in other regions in
China, and we believe this would increase our employee retention rates in the face of intense competition
for human resources.

Business

With an extensive 4S dealership network across various regions, we are able to coordinate and
aggregate orders for new automobiles, as well as spare parts, automobile accessories and other
automobile-related products. This allows us to exercise better inventory control for automobiles, spare
parts, automobile accessories and other automobile-related products, which in turn helps us to optimize
the mix of automobiles and automobile-related products in each of our 4S dealerships.

In addition, the size of our 4S dealership network and our strong financial resources with large
purchase amount yields us stronger bargaining power. We believe that as compared with our competitors,
we are in a strong position to bargain for better commercial terms from suppliers of spare parts,
automobile accessories and other automobile-related products.

Financial

Our financial resources provide each of our 4S dealerships ready access to funds, which enables us
to order sufficient quantities of automobiles as well as spare parts, automobile accessories and other
automobile-related products from our automakers and other suppliers to meet the demands of our large
customer base. In addition, through a centralized budgeting and management process, we are able to
allocate our financial resources more efficiently across our entire 4S dealership network. Furthermore,
with our financial resources, we are in a stronger position in funding potential acquisitions in a timely
manner without interrupting our existing 4S dealerships’ businesses.

We are able to grow rapidly both organically and through acquisitions
Organic growth

As a leading national automobile dealership group in China, we have significant expertise in
operating 4S dealerships and a deep bench of capable store managers and other personnel. We can set up
and operate new 4S dealerships swiftly and successfully by leveraging our industry know-how, brand
recognition, established working relationships with automakers, and our experienced personnel from
existing 4S dealerships. As of the date of this offering memorandum, 40 of our 98 4S dealerships in
operation were established by ourselves.

We also strive to improve the performance of our dealerships by rigorously executing our strict
in-house requirements and standards, tracking store management indicators, training and motivating our
staff, expanding into high value-added automobile-related businesses, while emphasizing our
customer-focused philosophy. In addition, we have a team of experienced managers who regularly travel
throughout our 4S dealerships network to provide on-site guidance and support.
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Acquisitions

We carried out a series of acquisitions in 2010 to further enhance our brand portfolio and expand our
4S dealership network. We acquired a 50% equity interest in B&L Motor, which helps us to add new
luxury automobile brands, Porsche and Lamborghini, to our existing brand portfolio and enter into the
markets of Beijing and Tianjin municipalities. We also fully or partly acquired interests in companies
which operate 4S dealerships in Liaoning, Shandong, Fujian, Sichuan, Zhejiang and Jiangsu provinces to
strengthen our presences in these regions.

We believe that our aggregated group resources enable us to capitalize on acquisition opportunities
in a timely manner. We have a well-established track record of acquiring 4S dealerships and successfully
integrating the acquired 4S dealerships with a significant improvement in their performance. We utilize
the benefits of our wide network of 4S dealerships and management expertise to improve the operation of
newly acquired 4S dealerships, including the appointment of management teams to the newly-acquired
4S dealerships to share best practices, conduct on-site training, and resolve any existing issues.

For example, according to the national ranking prepared by the automakers to evaluate the
performance of their 4S dealerships in the PRC, based on various performance indicators, including the
sales performance and customers satisfaction, the national ranking of the 4S dealership for FAW-Toyota
we acquired in Chengdu City, Sichuan province in February 2007, rose from 139th in 2006 to 90th by end
of 2008. According to the automakers, the national rankings of two dealerships for FAW-Toyota and Audi
we acquired in Yantai City, Shandong Province in January 2008 and February 2009, rose from 234th and
102nd as of the time of their respective acquisitions, to 65th and 75th, respectively as of October 2009.
The ranking of another dealership for DF-Nissian we acquired in Kunming City, Yunnan Province in
March 2008, rose from last place among 24 dealerships in the Southwest region to one of the top five
performing dealerships in the region. As of the date of this offering memorandum, 58 of our 98 4S5
dealerships in operation were acquired from third parties.

We have an experienced senior management team, a deep bench of high-caliber store managers, and
access to reliable source of skilled technical personnel

Our senior management comprises industry veterans with extensive in-depth experience in the PRC
automobile industry. Our founders, Mr. Huang Yi and Mr. Li Guoqgiang, each has over 20 years’ industry
experience, and remain actively involved in our management and day-to-day operations. Our
vice-president of our new automobile sales business, Mr. Wu Hailong, has over 17 years’ relevant
experience and has been with our Group since 1998. Mr. Zhang Zhicheng, our vice-president of brand
automobile sales business, has over five years’ relevant experience and in-depth expertise in the PRC
automobile industry, and has held numerous key positions with our Group. Mr. Liu Geng, our
vice-president of our after-sales and accessories businesses, has over 16 years’ relevant experience, and
has been with our Group since 2000. We consider the leadership of our experienced senior management
competitive advantage and a key factor in our success and achievements.

In addition, we have a deep bench of high-caliber store managers. We have devised and successfully
implemented an in-house program to train and develop our store managers, who are crucial to the success
of our 4S dealerships. Many of our store managers are internally trained and promoted, and have
completed a training program at our best-performing 4S dealerships. We also rotate each trainee manager
to different positions in a 4S dealership, including deputy-store manager, sales director, service director
and finance director, to ensure that our store managers are familiar with all operational aspects of a 4S
dealership.

We work together with the automakers and local educational institutions to train automotive
engineers and technicians. For example, we believe our extensive relationship with Toyota provides us a
significant advantage by enabling us to draw engineering talent from Toyota’s numerous automotive
training schools in China. We have also participated in a joint initiative with Dalian Vocational Technical
College, where we provide financial support and assist in designing the curriculum for automotive
engineering classes. We are a preferred recruiter at Dalian Vocational Technical College, which has been
a vital and reliable source of technical personnel for our repair, maintenance and detailing business.
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We have efficient information technology systems to support our business

We have set up advanced information technology systems in our headquarters and across our 4S
dealership network as a uniform platform which facilitate the expansion of our business. In late 2008, we
completed the roll-out of our enterprise resource planning system which maintains in a single database
the information needed for a variety of business functions such as quota, inventory, financial, human
resources and customer relationship management.

We also use our information technology systems to identify fast and slow-selling automobile models
or spare parts, accessories or other automobile-related products, analyze the sales trends of different
products in different regions based on the historical data of purchase orders and sales data, and improve
the mix of products and services offered at each of our 4S dealerships.

Our efficient information technology systems have significantly improved our ordering, inventory
and logistics management as well as financial and cash management, and have helped us to minimize the
costs of maintaining inventory and improve our overall sales performance.

We will continue to upgrade our information technology systems on an ongoing basis as necessary.
We believe that an upgraded information technology system will continue to facilitate the exchange of
information between our headquarters and our 4S dealership network, and enable us to improve our data
analysis to support the formation and execution of our business and operational strategies.

OUR STRATEGIES

Our aim is to further strengthen our position as a leading national automobile dealership group in
the PRC. To accomplish this, we intend to expand our business by strategically expanding our 4S
dealership network, further increasing productivity and profitability, improving customer service quality
at each of our 4S dealerships, continuing to strengthen our after-sales businesses, developing our used
automobile sales business, and augmenting our employee talent pool.

Increasing the size of our 4S dealership network through both organic growth and acquisitions

We believe that by increasing the size of our 4S dealership network through both organic growth and
acquisitions, we can further improve the mix of automobile brands in our portfolio and the products and
services we offer and maximize profitability. We intend to capitalize on our strong cash flow and
aggregated financial resources to increase the size of our 4S dealership network.

Organic growth

Our 4S dealerships are strategically concentrated in cities with affluent populations in the
northeastern, northern, eastern and southern regions of China, including Dalian City, Harbin City,
Shenyang City, Changchun City, Qingdao City, Yantai City, Beijing Municipality, Shanghai Municipality,
Tianjin Municipality, Nanjing City, Wenzhou City, Shenzhen City, Dongguan City, Xiamen City, Fuzhou
City and Guangzhou City, as well as selected cities in inland China, including Chengdu City, Xian City
and Kunming City. We believe these cities and regions have significant market potential, and demand for
automobiles, spare parts, automobile accessories and other automobile-related products, and repair,
maintenance, and detailing services, will increase in these cities and regions because of expected rises in
per capita disposable income and/or the nature of the local transportation requirements and networks.

We intend to capitalize on our local know-how, relationships and positive brand image built up by
our existing 4S dealerships, as well as our in-depth industry expertise, to establish successful new 4S
dealerships rapidly in the same regions or adjacent regions. We believe that our strong and established
working relationships with leading global automakers and their PRC joint venture corporations will also
enable us to acquire additional 4S dealership licenses to further expand our distribution network of 4S
dealerships in the PRC.
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Acquisitions

We expect the increasingly competitive nature of the PRC automobile dealership industry and
automakers’ tendency to consolidate the PRC automobile dealership industry by entering new dealership
arrangements only with their top performing dealers to present acquisition opportunities for our Group.
We believe we are well-positioned to take advantage of such opportunities to further expand our business
and consolidate our market leadership position.

We continue to look for and hold constant dialogue with potential acquisition targets that are
strategically important to our automobile brands and geographical coverage. While our Board and senior
management team will set the overall strategy, our business development team will conduct market
research and due diligence on the identified targets. Other departments serve as an integral team to
provide support both during the pre-acquisition phase, such as conducting financial and legal due
diligence, and during post-acquisition integration, such as appointing management team to each
newly-acquired 4S dealership to share best practice, conduct on-site training, and improve operational
efficiency. We intend to utilize our wide network of 4S dealerships, automakers’ support and significant
operational expertise to quickly integrate and achieve significant improvements in the acquired 4S
dealerships.

Further increasing productivity and profitability as well as promoting customer service quality of
each of our 4S dealerships

Even though our 4S dealerships have had outstanding business performance during the three years
ended December 31, 2010, we still aim to further increase productivity and profitability of each of our 4S
dealerships, and to further promote service quality of each of our 4S dealerships. We believe by better
utilizing our group resources and more efficient management, there is still growth potential for even the
most profitable 4S dealership in our network.

Measures taken at the Group level

At the Group level, we will continue to utilize our economies of scale as a group, to formulate
overall growth strategy and detailed execution plan and organize implementation in each store, to allocate
our Group’s resources efficiently, and to promote healthy competition and successful experience sharing
among our 4S dealerships. These measures are aimed to promote profitability of individual 4S
dealerships through the collective strength of our Group. For example, we will continue utilizing our
aggregate ordering and procuring power to obtain better commercial terms from the suppliers of spare
parts, automobile accessories and other automobile-related products. Please refer to the section entitled
“Our Business — Our Competitive Strengths — Our large scale of operations allow us to achieve
economies of scale”. Through our Group’s general budget plan and resources allocation, we are able to
adjust the automobile quotas to our 4S dealerships to some extent to achieve a better mix of automobile
and automobile-related inventory for our 4S dealerships. In addition, through internal auditing and
incentive scheme mechanism at the Group level, we can increase our management efficiency and
strengthen our Group’s management of 4S dealerships.

Measures taken at the 4S dealership level

At the 4S dealerships level, we will continue improving key performance indicators (“KPI”) for our
4S dealerships. Through tracking and reviewing the KPI, we can promote management efficiency and
customers satisfaction, thus improving the profitability of each 4S dealership. For example, general
managers at 4S dealership level will closely monitor market trends and sales performance of each type of
automobiles for sale and make corresponding adjustments to the types of automobiles to procure and
types of services to provide. In addition, based on the customers requirements for different services and
taking into account the level of profitability of different services, our 4S dealership will undertake
decoration, renovation, and upgrades of the physical site. Some of our 4S dealerships have modified the
interior design of exhibition rooms, including, for example, opening a designated area of retailing
automobile accessories to promote the sales of types of automobile accessories which are popular among
customers and with higher profitability.

— 99 —



We will also continue improving and implementing policies to rotate our 4S store managers among
different 4S dealerships, to ensure successful experience sharing and enhance service quality. This policy
is part of an effort to accelerate the growth of our newly built 4S dealerships, and to help them quickly
reach the same level of operation efficiency and profitability as our well-established 4S dealerships. Our
newly acquired 4S dealerships will receive the same support to improve performance in a short period of
time. We will also reinforce training programs for ground sales personnel, client service staff, and
after-sales services engineers and technicians to promote the quality and efficiency of service provided
and to enhance our customers’ satisfaction.

In addition, we will continue adopting new measures to expand our high value-added
automobile-related business to promote the profitability of our 4S dealerships. While our new automobile
sales, repair and maintenance services are steadily growing, we will expand the scope of our automobile
decoration and accessories businesses to explore the potential value in our automobile-related business
chain. We will also expand other revenue streams by facilitating automobile insurance agency,
automobile finance agency and automobile licensing related services.

All the measures we have taken at 4S dealerships level aim to increase our sales, promote our
customers’ satisfaction and increase the efficiency of services provided, which we believe will help us
attract more customers and reduce costs at our existing 4S dealerships, thus further enhancing each of our
4S dealership’s revenue and profitability.

Utilizing our existing resources and customer base in new automobile sales to promote our
after-sales businesses, including retailing spare parts, providing repair, maintenance and detailing
services, and retailing automobile accessories

Our customer-focused philosophy has historically resulted in high customer satisfaction with our
new automobile sales, which we believe will drive more sales and increased patronage of our after-sales
businesses. Our after-sales businesses offer our customers a wide range of automobile-related products
and services at several locations across the PRC, including spare parts, automobile accessories and other
automobile-related products and repair, maintenance, detailing and other automobile-related services
through our extensive network of 4S dealerships and our “one-stop automobile shop” business model.

We intend to expand our business operations by utilizing our existing resources and customer base
to continue to strengthen our after-sales businesses. According to the, China’s automobile market is
dominated by first-time buyers, evidencing rapid growth in the number of new automobile consumers. We
expect that this increase in new automobile consumers in the PRC will lead to greater demand for our
after-sales businesses.

We believe that through the expansion of the after-sales businesses at our existing 4S dealerships,
we will increase the overall profitability of each 4S dealership, as our after-sales businesses yield higher
profit margins when compared to our new automobile sales business. Our after-sales businesses are a
stable source of revenue for our 4S dealerships.

Repair, maintenance and detailing services

We intend to expand our repair, maintenance and detailing services through our existing 4S
dealerships and by developing alternative service platforms such as quick service shops.

. Existing 4S dealerships

We intend to increase the efficiency of our repair, maintenance and detailing businesses at our
existing 4S dealerships. To this end, we aim to increase the number of customers in these businesses
so that our repair, maintenance and detailing businesses can operate closer to full capacity. We plan
to retain existing customers and attract new customers and retain existing or acquired customers
through effective marketing and promotional activities tailored to our repair, maintenance and
detailing businesses. Additionally, we will continuously train our technical personnel and review
and reconfigure our service operations and processes to improve the quality and efficiency of the
services we provide.
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. Quick service shops

We plan to enhance our market position in automobile after-sales services market and to
expand our existing services network through establishing quick service shops in the vicinity of
each of our 4S dealerships to provide fast and efficient repair, maintenance and detailing service, in
addition to the services which we already provide at each of our 4S dealerships. Our quick service
shops will provide fast and efficient repair, maintenance and detailing services as an extension to
our existing 4S dealership network, and to complement the more complicated repair, maintenance
and detailing services provided at our 4S dealerships.

We believe that we will be able to leverage our in-depth business and operational know-how and our
strong brand image and reputation to quickly build a comprehensive network of quick service shops. We
will seek to ensure effective expertise transfer by bringing experienced general managers and automotive
engineers and technicians from our 4S dealerships to supervise the operations of our quick service shops.

Automobile accessories

We have accumulated significant experience in the automobile accessories retailing business
through our operational expertise, highly-trained service teams and extensive market knowledge. The
automobile accessories we retail can be broadly categorized into automobile electronics (including GPS
systems, audio and video equipment), automobile styling products (including decals, seat covers and
floor mats) and automobile care products (including care products for engine, handling and braking
products, tires, waxes and polishes). We believe that the increasing demand for automobile styling and
care products, together with our large customer base derived from our new automobile sales business,
provide significant growth potential for our automobile accessories business.

Currently, most of our automobile accessories are obtained from independent suppliers. We intend
to maintain and strengthen our relationships with these suppliers to ensure that we retail a wide range of
high-quality automobile accessories and continue to provide the latest and most advanced products at
attractive prices. We also aim to become the sole distributor of certain automobile accessories.

We intend to continue to offer and expand the range of our own line of high-quality automobile
accessories, drawing from our extensive experience and in-depth knowledge of the PRC automobile
market.

d Existing 4S dealerships

An automobile accessories division has been established in each of our 4S dealerships,
comprising dedicated sales personnel and automotive engineers and technicians. Our automobile
accessories will be displayed both in dedicated showrooms in the 4S dealerships, as well as within
the new automobiles exhibited in our 4S dealerships.

o Automobile accessories exhibition centers

In addition to expanding our automobile accessories business through our existing 4S
dealerships, we also intend to build automobile accessories exhibition centers to increase our sales
of automobile accessories and market exposure. We have constructed three automobile accessories
exhibition centers in Dalian City and one automobile accessories exhibition center in Kunming City,
which we believe are strategically located in an area with a high concentration of our 4S dealerships.

We believe that our automobile accessories business will strongly benefit from our reputation for
quality customer service and automotive technical excellence, and that we will be able to leverage on our
large customer base, deep bench of high-caliber personnel, extensive distribution network, and in-depth
knowledge and understanding of the PRC automobile market to expand our automobile accessories
business quickly.

- 101 -



Expanding our business operations by developing our used automobile sales business to
complement our existing businesses

We believe that the current PRC used automobile market will mature and expand in line with the
large increase in automobile purchases in China. According to ACMR, between 2006 and 2010, the used
passenger car market in the PRC recorded a CAGR of approximately 26.4% in terms of sales value, and
is expected to further grow at a CAGR of approximately 18.4% from 2011 to 2014. We believe that we
will be able to secure supplies of used automobiles from our large existing customer base, and that we
will be able to grow our used automobile sales business rapidly with our extensive 4S dealership network,
strong reputation, large pool of experienced and highly-skilled automotive engineers and technicians, and
in-depth knowledge and understanding of the PRC automobile market.

In order to address the common concerns of PRC consumers in relation to used automobiles, we
intend to adopt a number of strategies, including applying strict procurement standards, leveraging our
reputation for quality customer service and automotive technical excellence in relation to the restoration
and/or repair work carried out on our used automobiles, and partnering with the automakers to provide
official certification and manufacturer warranties for our used automobiles. We also plan to source our
used automobiles primarily and directly from private sellers. These include individuals seeking to trade
in their existing automobiles for new automobiles. We believe that we can capture market share quickly
through our existing dealership network.

Enlarging our employee talent pool to support our continued growth

Our employees are critical to our success. We have invested, and intend to continue to invest,
substantially in our employees in order to recruit, integrate and retain the best personnel for our
businesses. We have a systematic approach to recruit talents to suit our business development needs. For
example, we have formed and will maintain and enhance our strategic relationship with local education
institutes to ensure our continued access to highly-skilled automotive engineers and technicians. We will
also continue to regularly review and improve our training programs for multiple levels of our employees,
from senior management teams to our trainee managers and newly recruited sales and service personnel,
to improve our employees’ productivity and service quality. Furthermore, we have established and will
continue to promote our KPI-driven corporate culture with a clear career and promotion system to
motivate our employees. Our employees are provided with rotation opportunities both cross-stores and
cross-functions to develop their skills and their own career path with us.
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OUR BUSINESS
Our 4S Dealership Network

We are a leading national automobile dealership group in the PRC according to ACMR. We have a
strong presence of 4S dealerships in cities with relatively affluent populations in the northeastern,
northern, eastern and southern regions of China, as well as selected inland areas. Following our listing on
the Hong Kong Stock Exchange at the beginning of 2010, we have fully or partly acquired interests in
companies which operate 4S dealerships in Beijing, Tianjin municipalities, Liaoning, Shandong, Fujian,
Sichuan, Zhejiang, Jiangsu and Shaanxi provinces to strengthen our presences in these regions and
established new 4S dealerships by ourselves. The total number of our 4S dealerships in operation has
grown from 47 as of December 31, 2009 to 98 as of the date of this offering memorandum.

The following table sets out certain information with respect to our 4S dealership network as at the
date indicated:

Date of this
offering
December 31, memorandum
2005 2006 2007 2008 2009
Number of 4S
dealerships® . .. ... 15 21 27 30 47 98

The following map illustrates the geographic coverage of our 4S dealership network as of the date of
this offering memorandum.
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As of the date of this offering memorandum, our 4S dealership network included 98 4S dealerships
in operation across 14 provinces and municipalities in China.
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In terms of geographical coverage, our 4S dealership network are located in the northeastern region,
including Liaoning Province, Jilin Province and Heilongjiang Province; the northern region, including
Beijing Municipality and Tianjin Municipality; the eastern region, including Shandong Province, Jiangsu
Province, Zhejiang Province, and Shanghai Municipality; the southern region, including Fujian Province
and Guangdong Province; and selected inland areas, including Yunnan Province, Shaanxi Province and
Sichuan Province.

The following table sets forth the percentages of revenue and gross profit attributed to each of the
regions for the three years ended December 31, 2008, 2009 and 2010, respectively.

Years ended December 31,

2008 2009 2010

Revenue (%) .........c ..

Northeastern region ..................... 45 42 39
Northernregion ........... ... ... ....... - - 7
Easternregion ............... .. ... ...... 10 18 17
Southern region ............... .. ... ..... 21 19 19
Selected inland areas .................... 24 21 18
Total ... .. 100 100 100
Gross profit (%)

Northeastern region ..................... 48 41 39
Northern region .................ovivnn. - - 10
Eastern region .............. .. ... .. .. ... 6 14 15
Southern region ............... .. ... ..... 19 21 19
Selected inland areas .................... 27 24 17
Total ... ... 100 100 100

Our 4S Dealerships

A 4S dealership refers to a dealership authorized to sell the products of a single automobile brand.
4S dealerships integrate four standard automobile-related businesses: sales, spare parts, service and
survey. In China, the majority of automobiles are retailed through 4S dealerships.

The operations of each of our 4S dealerships are governed by a dealership agreement with the
relevant automaker. Each of our 4S dealerships is operated by a member or members of our Group, with
each 4S dealership selling only one brand of automobile and typically only permitted to operate at a
single point of sale. These agreements are non-exclusive, must generally be renewed periodically and
typically have a term of one year. The automakers have the right to terminate our dealership agreements
with prior written notice for a variety of reasons, including failure to rectify performance deficiencies and
unapproved changes in ownership or management structure that affect our ability to meet our contractual
obligations. As at the date of this offering memorandum, all of our dealership agreements had been
renewed or are in the process of being renewed with the relevant automakers. During the three years
ended December 31, 2010, none of our dealership agreements was terminated by the automakers, nor did
any automaker refuse to renew dealership agreements governing our 4S dealerships.

The time required for our newly established or acquired 4S dealerships to reach a steady level of
revenue and profit comparable with those of our existing dealership network depends on many factors,
including but not limited to, the popularity of brand it offers among the local customers, the level of
competitiveness in the local market, the affluence level in the region, and the experience of management
team of the dealership. In general, such required time span ranges from two to three years.
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Salient terms of our automobile dealership agreements

The following terms are typical in most of our existing dealership agreements. These terms set out
our general rights and obligations under the dealership arrangements.

. We are generally required to meet the layout and design standards required by each automaker,
and we agree to permit the relevant automaker to conduct on-site performance assessments
periodically.

. We are generally required to follow annual sales plans that are set by the automakers, however,
our dealership agreements typically do not provide any minimum purchase or sales
requirements.

. We are typically entitled to use the trade names, trademarks and other branding matters in a
manner consistent with the standards set by the relevant automaker to promote the brand
awareness of automobiles we sell through our 4S dealerships.

. The automakers may specify the geographical limitation within which our 4S dealership must
operate, as well as recommend price guidelines for new automobiles. Our dealership
agreements typically allow the relevant automakers to adjust the geographical limitation
within which a particular 4S dealership may operate. We also have flexibility in adjusting the
selling price notwithstanding the price guidelines from the automakers.

. We are generally prohibited from knowingly selling automobiles to any customers whose
intention is to resell or export automobiles outside the PRC.

. We are prohibited from retailing more than one brand of new automobile in any of our 45
dealerships. We are not required to register our dealership agreements with any relevant
authorities.

. We take ownership of the automobiles from the automakers upon delivery of the automobiles.

. The automakers usually engage logistic companies to deliver automobiles to designated
locations. The automakers usually bear all the transportation costs and insurance fees incurred
during such process.

. Dealership agreements usually specify the business model of a particular 4S dealership. The
business model of each of our 4S dealership is to provide one-stop services for a particular
brand of automobile by combining the sales of new automobiles, sales of spare parts and
after-sale services with an aim to provide efficient and standardized service to the end
customers.

. The automakers have rights to conduct inspection of and site-visits to our 4S dealerships to
appraise the performance of our 4S dealerships and their compliance with the dealership
agreements, and provide various advices to our 4S dealerships. The automakers conduct such
inspections and site-visits on irregular basis and may take the review results into account when
considering the renewal of the dealership agreements with us.

. Dealership agreements usually have a term of one year. The automakers have the right to
terminate our dealership agreements with prior written notice for a variety of reasons,
including failure to rectify performance deficiencies and changes in ownership or management
structure that affect our ability to meet our contractual obligations without their prior consent.
One of our dealership agreements for Mercedes-Benz provided a term from 13 July 2009 to
December 31, 2012, and can be extended for another two years unless each party can terminate
with six month’s written notice.

In addition, our 4S dealerships are also required to satisfy certain procedural requirements and
obtain certain permits, licenses and approvals from relevant PRC Government authorities. Depending on

- 105 -



the location of each 4S dealership, these could include archival filing with MOFCOM for new automobile
sales, archival filing with SAIC for new automobile sales, project initiation approvals from the Ministry
of Transport, road transport licenses from the relevant provincial counterpart of the Ministry of Transport
for repair and maintenance or licenses for concurrent insurance agency. All of the permits, licenses and
approvals required by our Group are subject to different renewal and validity conditions depending on the
location of particular 4S dealerships and the businesses engaged in by that 4S dealership.

Our “One-stop Automobile Shop”

Through our “one-stop automobile shop” business model, we offer our customers new automobiles
and after-sales services. Our new automobile sales business retails luxury and mid-to-high end brands
automobiles. Our after-sales businesses offer spare parts, provide repair, maintenance and detailing
services, and retail automobile accessories.

The table below provides revenue information for each of our new automobile sales business and our
after-sales businesses for the years indicated.

Year ended December 31,

2008 2009 2010
Revenue from:
— New automobile sales business ....... 91.9% 90.8% 91.2%
— After-sales businesses ............... 8.1% 9.2% 8.8%

New automobile sales

We have dealership agreements to operate our 4S dealerships for a diversified portfolio of
automobile brands, consisting of luxury automobile brands such as Mercedes-Benz, Lexus, Audi, Porsche
and Lamborghini and mid-to-high end automobile brands such as Toyota, Nissan and Honda. The
automobiles we retail through our 4S dealerships include both imported automobiles and automobiles
produced domestically by the automakers and/or their PRC joint venture corporations. For the three years
ended December 31, 2008, 2009 and 2010, revenue from Toyota brand automobiles accounted for
approximately 53.0%, 49.5% and 42.3% of our revenue from new automobile sales, respectively, while
revenue from Lexus brand automobiles accounted for approximately 24.7%, 17.4% and 12.8%of our
revenue from new automobile sales for the same periods, respectively. The selling prices of domestically
manufactured models are generally lower than those of imported models. While different models may
vary in their profit margins, risk profiles and other aspects, such differences are not attributed to whether
the vehicles are domestically or overseas produced.

The tables below provide certain information about the luxury and mid-to-high end automobile
brands that we had 4S dealership arrangements for, as of the date of this offering memorandum.

Our Automobile brands
We had dealership arrangements with 15 automakers as of December 31, 2010:
Mercedes-Benz .. We operated several 4S dealerships retailing Mercedes-Benz automobiles.
Mercedes-Benz supplies us with a range of models including their A-class,
B-class, C-class, E-class, S-class and other series of product offering.
FJ-Daimler . . . .. We operated several 4S dealerships retailing FJ-Diamler automobiles.

FJ-Daimler supplies us with a range of models including Vito, Viano and other
series of product offering.
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FAW-Toyota . . ..

GZ-Toyota .. ...

Nissan ........

DF-Honda . ....

GZ-Honda .....
Porsche .......
Lamborghini

Others ........

Luxury brands

We operated several 4S dealerships retailing Lexus automobiles. Lexus
supplies us with more than ten models including the ES240 which was our best
selling Lexus model by volume for the year ended December 31, 2010.

We operated several Audi 4S dealerships. Audi supplies us with a range of
different models, such as A4, A6 and AS.

FAW-Toyota supplies us with some of our most successful models in terms of
sales volume, including Corolla, Reiz, Vios, Vito, Prado, Land Cruiser and
Crown. We operated a number of 4S dealerships which retail FAW-Toyota

automobiles.

We operated several GZ-Toyota 4S dealerships. GZ Toyota supplies us with
Camry, Alphard, Highlander and Yaris models.

We operated several 4S dealerships retailing Nissan automobiles. Nissan
supplies us with a range of models including Teana and Bluebird.

We operated several DF-Honda 4S dealerships. DF-Honda supplies us with
CR-V, Spirior and Civic models.

We operated several 4S dealerships retailing GZ-Honda automobiles.
We operated several 4S dealerships retailing Porsche automobiles.
We operated one 4S dealerships retailing Lamborghini automobiles.

We also operated several 4S dealerships retailing automobiles of other four
brands.

Location of 4S dealerships
as of the date of this

Automaker Models offered include offering memorandum
Mercedes-Benz ... A-class, B-class, C-class, E-class, Liaoning, Beijing, Jiangsu,
S-class, M-class, GLK and SLK Zhejiang, Fujian, Yunnan,
series, G series,, Viano, Vito Guangdong
Lexus ........... ES240, ES350, IS300, GS300, Liaoning, Yunnan, Guangdong,
LS460, RX350, GS430, SC430, Fujian
LS600, RX400, LX470, LS430,
RX300, GX series
Audi ............ A3, A4, A5, A6, A8, Q7, TT, RS, Liaoning, Beijing, Tianjin,
S8, Q5 Shandong
Porsche .......... Porsche 911, Prosche 918, Boxster, Beijing, Tianjin
Cayenne, Carrera GT, Cavman,
Panamera
Lamborghini ..... Aventador, Gallardo, Murcielago, Tianjin
Reventon
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Mid-to-high end automobile brands

Location of 4S dealerships
as of the date of this

Automaker Models offered include offering memorandum
FAW-Toyota . ..... Vios, Corolla, Reiz, Crown, Prius, Liaoning, Yunnan, Guangdong,
RAV4, Prado, Land Cruiser, Vito Fujian, Jiangsu, Sichuan,

Shanghai, Heilongjiang,
Shandong, Zhejiang

GZ-Toyota ....... Alphard, Camry, Highlander, Yaris, Liaoning, Yunnan, Jilin
FJ Cruiser
Nissan ........... Geniss, Bluebird, Paladin, Pickup, Liaoning, Yunnan, Shandong,
Tiida, Teana, March Sunny, Fujian, Sichuan, Shaanxi
Sylphy, Livina, Fuga, Quest,
X-Trail
DF-Honda ....... CR-V, Civic, Spirior Liaoning, Yunnan, Zhejiang
GZ-Honda ....... Fit, Accord, Odyssey, City Liaoning, Zhejiang
Others ........... Shandong, Liaoning, Yunan

In addition to our diverse portfolio of mid-to-high end and luxury automobile brands, we also retail
a small number of new commercial vehicles and other automobiles manufactured by certain of the
automakers and supplied to us under our 4S dealerships arrangements with them.

After-sales businesses

Our after-sales businesses provide a wide range of services and products to our customers including
repair, maintenance, detailing services and automobile accessories. After-sales businesses set high
service standards, and focus on providing quality customer-oriented services to satisfy our customers’
needs. Services under warranties are included in the after-sales businesses. The target markets for our
after-sales businesses are large and growing strongly, driven by our rapidly expanding customer base as
the number of automobile owners continues to increase. In addition, the profit margins for our after-sales
businesses are generally significantly higher than the profit margin for our new automobile sales
business. As a result, a relatively mature 4S dealership, in term of operating history, is expected to have
a large portion of profits derived from after-sales businesses.

As a result of its recurrent business nature, the revenue and income from after-sales businesses are
more steady compared with those derived from the new automobile sales. In addition, after-sales
businesses require relatively less working capital to operate. Such inventories can be procured on credit
terms that vary from product to product.

The primary customers for our after-sales businesses are those who purchase new automobiles from
our 4S dealerships. The after-sales businesses may also bring new automobile sales business. A 4S
dealership with quality after-sales service and high customer satisfaction will not only retain existing
customers, but also attract more new customers for new automobile sales and after-sale businesses. We
have and will continue to adopt various marketing campaigns, including without limitation, one-on-one
client surveys, major client visits, automobile club activities and client referral programs, to identify and
procure potential customers of after-sales businesses.

The following is a detailed description of the types of after-sales businesses we operate during the
three years ended December 31, 2010.

Repair, maintenance and detailing services
We strive to provide quality repair, maintenance and detailing services to our customers. As a result

of our customer-focused philosophy, several of our 4S dealerships operating Toyota, Lexus, Nissan and
Mercedez-Benz brands achieved high ranking in terms of customer satisfaction indices among 4S
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dealerships in their respective cities or region in 2010. Our Group was rated by the China Automobile
Dealers Association in 2008 as one of the ten most influential automobile dealership groups in the
industry for the 30 years since China’s adoption of reform and opening-up policy. We were also awarded
Outstanding Award in Management Model in China 2010 for our creative service model. In addition, our
individual 4S dealerships received various kinds of awards in recognition of their outstanding customer
service. Recent awards we received in 2010 include:

. Excellent Dealer Award for one of our Lexus dealerships in Dalian awarded by Lexus.

d Best Dealer Store Award in terms of comprehensive assessment for one of our FAW-Toyota
dealerships in Dalian awarded by FAW Group.

. Best Customer Satisfaction Dealer Store Award (North Region) for one of our Mercedez-Benz
dealerships in Dalian awarded by Mercedez-Benz.

. Diamond Dealer Store Award for one of our DF-Nissan dealerships in Dalian awarded by
DF-Nissan.

. Top SSI (Sales Satisfaction Index) Award for one of our DF-Nissan dealerships in Qingdao
City awarded by DF-Nissan.

We provide repair and maintenance services under warranties and we are subject to the terms of sale
to our customers, who purchase new automobiles through our 4S dealerships. The automakers set the
price we charge our customers for providing repair and maintenance services under warranties. We derive
gross profit from the difference between the fee charged and the cost of providing such services.

We also provide repair, maintenance and detailing services to the general public. We use spare parts,
accessories and tools primarily produced by the relevant automakers and/or other independent suppliers.
In order to cope with greater demand for our repair, maintenance and detailing services and to expand our
service and market coverage, we are in the process of establishing and intend to continue to establish
quick service shops in the vicinity of each of our 4S dealerships to provide fast and efficient repair,
maintenance and detailing services to our customers as an extension to our existing 4S dealership
network, and to complement the repair, maintenance and detailing services provided at our 4S5
dealerships. We endeavor to ensure effective expertise transfer by bringing experienced general managers
and automotive engineers from our 4S dealerships to our quick service shops to supervise the operations
of our quick service shops, and we intend to leverage on our strong reputation for customer service and
automotive technical excellence, to build a comprehensive network of quick service shops rapidly.

On June 9, 2009, Zhongsheng Holdings and Japan Tacti entered into an agreement to establish a
joint venture company, Zhongsheng Tacti, to conduct quick automobile repair services in China. Pursuant
to the terms of the joint venture agreement, each of Zhongsheng Holdings and Japan Tacti holds a 50%
interest in Zhongsheng Tacti. Our cooperation with Japan Tacti is strategic in nature. Japan Tacti has a
proven track record in operating quick automobile repair services in Japan and it offers high end brands
of automobile accessories. We intend to capitalize on the experience of Japan Tacti in quick automobile
repair services by establishing Zhongsheng Tacti as our model quick service shop. We plan to establish
more quick service shops to be wholly owned by our Group in the future based on our successful
experience in Zhongsheng Tacti. We will also cooperate with Japan Tacti by introducing its high end
brands of automobile accessories to enrich the ranges of automobile accessories we sell and enhance our
automobile accessories sales performance in the future.

We plan to expand our existing services network through establishing quick service shops in the
vicinity of our 4S dealerships, especially those dealerships that are already operating at their full capacity
in terms of after-sales service in order to provide fast and efficient repair, maintenance and detailing
services. With the establishment of quick service shops, going forward, our 4S dealerships will focus on
the more complicated repair and whole vehicle maintenance services and will direct the simpler and
regular repair, maintenance and detailing services to the quick service shops.
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We envisage that the location of our quick service shops will be less premier when compared with
our 4S dealerships and that they will require fewer skilled technicians and equipment and could thus
lower the operating cost and offer services to our customers at lower prices. We believe this would attract
a new group of customers who are more sensitive to price level than the existing customers of our 45
dealerships. Moreover, while our 4S dealerships only offer repair, maintenance and detailing services to
automobiles of a specific brand, our quick service shops are not subject to such limitation and we believe
this would also broaden our customer base.

Services under warranty

The product warranty period for new automobiles typically lasts between 24 to 48 months,
beginning on the date the automobile is delivered to the customer. In relation to components such as the
battery and expendable parts including oil, fuel and air-conditioner filters, brake pads and spark plugs,
the warranty period is typically six to 12 months generally, the product warranty is only valid within the
PRC.

We examine each automobile brought to our 4S dealerships for repairs to determine the cause of the
problem before beginning work. In situations covered by the relevant product warranty, we request our
customers to complete and sign a form setting out details of the problem(s) with the automobile. After the
repairs are completed, the automobile is returned to the customer, and we send the forms to the relevant
automakers on a regular basis for payment.

The automakers typically do not pay for repair of component claims not covered by the relevant
warranty and for damage caused by wear-and-tear or normal usage, such as punctured tyres and broken
glass. During the three years ended December 31, 2010, none of our claims for payment for repairs
performed under warranty were rejected by the automakers, as each of our automotive engineers and
technicians has been trained to be familiar with the scope of the automakers’ warranty coverage, and
instructed to liaise with the automakers in any event of doubt prior to commencing repair works.

Automobile recalls

We also assist in automobile recalls conducted by the automakers. It is sometimes necessary for
automakers to conduct automobile recalls to minimize the risks to consumers in the event of defects and
in turn minimize the potential damage to their brand image. In such case, our Group typically rectifies the
defect according to the relevant automaker’s instructions, rather than returning the entire automobile to
the automaker. Although each automaker conducts recalls differently, typically, in the event of a recall
campaign, the automaker notifies us prior to the commencement of the campaign, and provides us with
various documents including repair instructions and the automaker’s responses to customers’ frequently
asked questions. Using our database of customer records, we contact the relevant customers and request
them to bring their automobiles to our 4S dealerships for inspection and repair where necessary. The
automakers also provide information to the public about the recall campaign via additional channels,
such as press releases, telephone hotlines and websites. In certain situations where the time required to
complete the repairs may be longer, we also provide substitute automobiles to our customers and/or a
door-to-door delivery service. We maintain records of all relevant correspondence with our customers,
and provide regular updates to the automaker regarding the recall campaign. Work done in connection
with a recall campaign is not charged to the customer but to the automaker, using claim or reimbursement
forms provided by the automaker.

During the three years ended December 31, 2010, the automakers conducted automobile recalls for
a number of their automobile models that we sold. We are not liable for any damages caused by the
automobiles under the recalls. We will provide assistance for automobile recalls conducted by the
automakers and charge fees for our services. Any work done in connection with the recalls is not charged
to the customer but to the automaker, using claim or reimbursement forms provided by the automaker.
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During the three years ended December 31, 2010, the automakers conducted automobile recall
activities for a number of their automobile models. The following table lists the automobile recall
activities conducted by the automakers for models we sell in the PRC which commenced during the three
years ended December 31, 2010.

Commencement Date

Automaker Conducting
Recall

Recalled Model(s)

Affected Component(s)

November 15, 2010

October 28, 2010

April 30, 2010 ......

February 28, 2010 . ..

December 30, 2009 ..

October 14, 2009

October 7, 2009

September 29, 2009. .

September 14, 2009 .
August 25, 2009 .. ..
August 25, 2009 . ...
June 12, 2009

June 11, 2009

April 24,2009 ......

April 24,2009 ......

Tianjin FAW Toyota
Motor Co., Ltd.

Dongfeng Motor Co.,
Ltd.

Dongfeng Motor Co.,
Ltd.

Tianjin FAW Toyota
Motor Co., Ltd.

Toyota Motor (China)
Investment Co.,
Ltd.

Dongfeng Motor Co.,
Ltd.

FAW-VW
Automobile Co.,
Ltd.

Guangzhou Honda
Automobile Co.,
Ltd.

Daimler AG

GAC Toyota Motor
Co., Ltd.

Tianjin FAW Toyota
Motor Co., Ltd.

Dongfeng Motor Co.,
Ltd.

Sichuan FAW Toyota
Motor Co., Ltd.,
Changchun
Fengyue Company

GAC Toyota Motor
Co., Ltd.

Shanghai General
Motors Co., Ltd.
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Crown and Reiz

TIIDA

Sylphy

RAV4

Lexus ES350, Lexus
RX350 and
Highlander

X-Trail

Audi TT

Accord

Viano and Vito

Camry and Yaris

Vios and Corolla

Teana

Land Cruiser

Camry

Excelle

Brake

Ignition relay

Gearbox

Accelerator pedal

Engine oil tube of
Variable Valve
Timing Intake
(VVT-i) System

Steering box

Fluid temperature
sensor

Air bag

Front hinge of rear
ventilation window

Power window

Power window

Engine air tube

Front Supplemental
Restraint System
(“SRS”) airbag

Vacuum booster

Skylight glass



Commencement Date

Automaker Conducting
Recall

Recalled Model(s)

Affected Component(s)

March 27, 2009 .....

February 18, 2009 . ..

December 26, 2008 . .

December 25, 2008 ..

November 3, 2008

October 21, 2008

Dongfeng Motor Co.,
Ltd.

Mercedes-Benz
(China) Ltd.

Tianjin FAW Toyota
Motor Co., Ltd.

Toyota Motor (China)
Investment Co.,
Ltd.

Tianjin FAW Toyota
Motor Co., Ltd.

Guangzhou Honda
Automobile Co.,

Sunny

Benz S-class

Crown and Reiz

Lexus GS300, Lexus
GS430, Lexus
IS300 and Lexus
RX400h

Vios and Corolla

City

Front suspension
Front shock absorber
Electric Power

Steering

Electric Power
Steering

Manual transmission

Rear wheel brake
shoe component

Ltd.

May 30, 2008 ...... FAW-VW Audi A4 and Audi A6  Engine ignition coils
Automobile Co.,
Ltd.

May 30, 2008 ...... FAW-VW Audi A6 Fuel tank ventilation
Automobile Co., valve
Ltd.

March 27, 2008 .. ... Dongfeng Motor Co.,  Teana Muffler

Ltd.

Automobile accessories

We have accumulated significant experience in this area by leveraging on our existing resources
including our operational experience, highly trained service teams and extensive market knowledge. The
automobile accessories we retail may be broadly categorized into automobile electronics (including GPS
systems, audio and video equipment), automobile styling products (including decals, seat covers and
floor mats) and automobile maintenance products (including maintenance products for engine, handling
and braking products, tires, waxes and polishes). We believe the increasing demand for automobile
styling and automobile care products, together with our large customer base derived from our new
automobile sales business, will provide significant growth potential for our automobile accessories
business.

We source all of our automobile accessories from suppliers which are Independent Third Parties. We
sometimes instruct the automobile accessories suppliers to attach the label of our Group to those
accessories and give instruction to the suppliers as to the design, types, and specifications of the
automobile accessories, in order to provide tailor-made accessories to our customers. Our strong and
established relationships with these suppliers enable us to retail a wide range of high-quality automobile
accessories, the latest and most advanced products at attractive prices. We also aim to become the sole
distributor of certain automobile accessories. The revenue contribution from the sale of such labelled
accessories was insignificant during the three years ended December 31, 2010.

An automobile accessories division has been established in each of our 4S dealerships, comprising
dedicated sales personnel and automotive engineers and technicians. Our automobile accessories are
displayed both in dedicated showrooms in the 4S dealerships, and in the new automobiles exhibited in our
4S dealerships.
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In addition to expanding our automobile accessories business through our existing 4S dealerships,
we also intend to build automobile accessories exhibition centers to increase our sales of automobile
accessories and market exposure. We have constructed our first automobile accessories exhibition center,
the Kunming Exhibition Center, which we believe is strategically located in an area with a high
concentration of 4S dealerships. The Kunming Exhibition Center has a floor area of more than 3,000
square meters. Kunming Exhibition Center is divided into two levels, the first level will be our quick
service shops, and retail standard automobile accessories. The second level will be a dedicated
automobile accessories showroom retailing high-end specialty automobile accessories. We will handle all
sales of automobile accessories within the Kunming Exhibition Center, although we expect that our
suppliers will participate in and be responsible for the layout and design of each of their product display
areas.

Other automobile related businesses
Used automobile trade-in service

Our Group began operating used automobile trade-in service mainly to facilitate our new
automobile sales. Our 4S dealerships are not required to enter into contractual arrangement with or obtain
permission from the automakers or other parties for conducting used automobile trade-in businesses.
Customers for new automobile sales approach our 4S dealership to express their intention to trade-in their
used automobiles for purchasing new automobile. We will also charge a certain amount from customers
for our service provided.

Automobile lease

In addition to automobile sales, certain of our 4S dealerships operated automobile leasing
businesses. Automobile leasing business is only an ancillary business to complement our main business.

Automobile insurance agency, automobile finance agency related and automobile licensing services

Our directors anticipated that automobile insurance agency, automobile finance agency related and
automobile licensing services have potential to grow in the future. Automobile insurance agency services
refer to the arrangement with independent insurance companies, pursuant to which employees of our 4S
dealerships will promote the automobile-related insurances provided by such automobile insurance
company to our customers at our premises and receive commission from the relevant insurance company.
Automobile finance agency related services refer to the arrangement with independent financing entities,
pursuant to which employees of our 4S dealerships will promote automobile financing products (for
instance, installment loans) provided by the financing entity to our customers at our premises and help
process the application documents for the financing entities. In return, such financing entity will pay us
service fee. Automobile licensing services refer to the application for new automobile licenses and
payment of related taxes/ charges on behalf of our customers. In return, we will charge our customers for
the services provided.

These three types of services are either commission based or agency services, which do not require
large amount of capital to operate. The cost of these three types of services are generally labor costs for
employees required and costs for necessary equipments, such as computers and office supplies.
Accordingly, the cash flow generated from daily operation of the 4S dealerships are sufficient to carry out
these three types of services.

According to our PRC legal advisers, King & Wood, each 4S dealership conducting automobile
insurance agency services is required to obtain licenses according to the Regulations on Administration
of Concurrent-Business Insurance Agents ({&Fg3EZE(CIE BB 1T HEE) promulgated by the China
Insurance Regulatory Commission. Please also refer to the section entitled “Regulations” in this offering
memorandum. There are no regulatory approvals needed or licenses required for automobile finance
agency related services as currently conducted in certain 4S dealerships of our Group. According to the
Administrative Measures on Registration Services Stations for Automobiles from 4S Dealerships and
Used Automobile Markets (4S)5 ~ T 5 5 # By B8 e IR W5 o 457 #8LHFI%) in certain provinces,
registration to the local police bureaus is required for automobile licensing services.
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Several of the 4S dealerships in our Group have operated these three types of businesses during the
three years ended December 31, 2010, and all of them have received proper licenses and registrations
required to conduct these businesses.

PROCUREMENT
New automobiles

The automakers set annual non-binding supply quotas of new automobiles for each of their
associated 4S dealerships as part of the annual sales plans. These quotas are determined after
consideration of a variety of factors, including the automaker’s own annual production plans and the
previous purchase orders and track record of the relevant 4S dealership and may be changed at the
automakers’ discretion. Inventory is managed on a rolling monthly basis with supplies of new
automobiles delivered monthly, based on our management’s expectations of sales performance at the
relevant 4S dealership.

Logistical and financing arrangements

New automobiles are delivered to us regularly, on the basis of orders placed by each of our 45
dealerships. The automakers, who are Independent Third Parties, are responsible for the transportation of
the new automobiles and bear the associated costs, such as insurance and logistical expenses, until they
reach our 4S dealerships or warehouses and are in our custody. Title and risk of the new automobiles are
transferred to us at our 4S dealerships or warehouses. In line with industry practice, the automakers often
require us to make full payment of the purchase price before delivery of the new automobiles to us.

For some of the automakers, we pay 20% of purchase price with the remaining amount financed by
the automaker’s automobile financing companies with an interest-free period for up to two months
initially. The finance arms of certain automakers also extend short-term credit facilities including loans,
which may be interest-free for up to two months, to encourage increased purchase orders and sales. For
automobiles we have purchased by utilizing the loan from the automaker’s automobile financing
companies, the automobile financing companies will pay the balance of the purchase prices to the
automakers and thus become our lenders. Accordingly, title and risk of the new automobiles are still
transferred to us at our 4S dealership or warehouses upon delivery. We will then repay the loan to our
lenders pursuant to the financing arrangements.

Spare parts and automobile accessories

We source our spare parts, automobile accessories and other automobile-related products from the
automakers and independent suppliers. Typically, we primarily source spare parts from the automakers,
and automobile accessories from independent suppliers. Title to spare parts and automobile accessories
passes to us upon delivery. Due to the size of our dealership network, we are well-positioned to negotiate
for a favorable pricing with our independent suppliers of automobile accessories.

Our major suppliers

Our purchases include new automobiles, spare parts and automobile accessories. For the three years
ended December 31, 2008, 2009 and 2010, our costs incurred in relation to new automobile sales were
approximately RMB9,261.5 million, RMB11,843.4 million and RMB20,674.4 million, respectively,
representing approximately 94.8%, 94.4% and 95.1%of our total costs of sales and services, respectively.

Our top five suppliers are automakers which supply us new automobiles and spare parts. For the
three years ended December 31, 2008, 2009 and 2010, purchases from our top five suppliers accounted
for approximately 92.9%, 88.3% and 76.9% of our total purchases, respectively. For the three years ended
December 31, 2008, 2009 and 2010, purchases from our top supplier accounted for approximately 36.2%,
37.1% and 28.9% of our total purchases, respectively.

All of our top five suppliers are independent third parties.
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INVENTORY MANAGEMENT

We actively manage and maintain our inventories to ensure cost-efficiency, quality control and the
timely distribution and sales of new automobiles, spare parts and automobile accessories. Our senior
management is actively involved in setting inventory standards, and is continually seeking ways to
further improve our inventory control.

We monitor our inventory at each of our 4S dealerships to maintain a reasonable level of inventory
turnover. We also maintain an advanced database, which enables us to monitor and manage our inventory
turnover of each 4S dealership in a real-time manner for new automobiles, spare parts and automobile
accessories.

In addition, we utilize our aggregate ordering and procuring power with an aim to obtain
competitive pricing from suppliers of spare parts and automobile accessories. Through our Group’s
general budget plan and resources allocation, we are able to adjust the automobile quotas to some extent
to improve mix of automobile inventory for our 4S dealerships. Automobile quota refers to the number of
different types of automobile assigned by the automakers in a given period of time. Usually the
automakers will set quota for certain types of automobiles, especially when the market demand for such
types of automobile is large.

MARKETING AND PROMOTIONAL ACTIVITIES

We utilize a variety of methods to promote our Zhongsheng brand image, our 4S dealerships and the
products and services we offer through our “one-stop automobile shop” business model to our customers.

Our marketing campaigns are organized at two levels, our headquarters in Dalian City and each of
our 4S dealerships. Our headquarters is responsible for coordinating regional marketing campaigns, and
supervises the local marketing campaigns conducted by each of our 4S dealerships. We advertise through
outdoor advertisements, distributions of marketing materials at our 4S dealerships, radio commercials,
Internet advertisements, and advertisements in newspapers and magazines.

Our sales initiatives include complimentary gifts, lucky draws and local promotional events and
activities. In particular, sales and marketing events to promote new models of automobile, such as
automobile exhibitions, are typically organized jointly with the relevant automaker.

We typically increase our marketing and promotional activities shortly before the Chinese Lunar
New Year public holidays and the PRC National Day holiday in October.

Our marketing and promotional expenses were approximately RMB44.8 million, RMB63.9 million
and RMB157.6 million for each of the three years ended December 31, 2008, 2009 and 2010.

CUSTOMER SERVICE

We place a high priority on providing our customers with consistent, high-quality customer service
and support. Our corporate motto is “Zhongsheng — Lifetime Partner”, and it is central to our corporate
culture. We believe that providing high-quality service to each of our customers is the key to building
long-lasting customer relationships, and to attracting new customers for each of the businesses offered
through our “one-stop automobile shop” business model. In line with this core principle, we provide
systematic training courses to our customer-facing employees such as our sales personnel to achieve high
customer satisfaction rankings.

Customer relationship management
We have adopted a customer relationship management system through our centralized ERP system
which stores our customers information. Such system enables us to facilitate our interaction with and

services to our customers. In addition, we assign customer relationship managers to our customers. We
provide our customer relationship managers access to our database of customer records which tracks his
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or her consumption patterns and preferences for our products and services so that our customer
relationship managers may understand their needs better and tailor a customized service strategy for each
individual customer.

24-hour hotline and roadside assistance

We provide a 24-hour hotline to answer customer enquiries. We also provide 24-hour roadside
assistance services to our customers, including automobile towing service.

Other initiatives

We organize other initiatives for our customers, including seminars such as basic repair and
maintenance workshops, and social events including musical concerts and sporting events. We invite our
customers to the launch of new models of automobiles.

As a result of our customer-focused philosophy, several of our 4S dealerships operating
Mercedez-Benz, Lexus, Toyota and Nissan brands achieved high ranking in terms of customer
satisfaction indices among 4S dealerships in their respective cities or region in 2010. Our Group was also
rated by the China Automobile Dealers Association in 2008 as one of the ten most influential automobile
dealership groups in the industry for the 30 years since China’s adoption of reform and opening-up
policy. We were also awarded Outstanding Award in Management Model in China 2010 for our creative
service model. In addition, our individual 4S dealerships and our employees received various kinds of
awards in recognition of their outstanding customer service, most recent awards in 2010 including
Excellent Dealer Award for one of our Lexus dealerships in Dalian awarded by Lexus; Best Dealer Store
Award in terms of comprehensive assessment for one of our FAW-Toyota dealerships in Dalian awarded
by FAW Group; Best Customer Satisfaction Dealer Store Award (North Region) for one of our
Mercedez-Benz dealerships in Dalian awarded by Mercedez-Benz; Diamond Dealer Store Award for one
of our DF-Nissan dealerships in Dalian awarded by DF-Nissan; Top SSI (Sales Satisfaction Index) Award
for one of our DF-Nissan dealerships in Qingdao City awarded by DF-Nissan.

CUSTOMERS

Due to the retail nature of our business, we do not have one single major customer and cannot
readily identify our top five customers. As such, we believe that our top five customers accounted for less
than 1% of our total revenue during the three years ended December 31, 2010. Our target customers are
consumers residing in China’s rapidly developing cities, who are likely to purchase luxury or mid-to-high
end brand automobiles and who we expect to have a high automobile usage.

EMPLOYEES
Employees

Our success is closely linked to the implementation of our growth strategies by our experienced,
dedicated and innovative employees. We are committed to recruiting, training and retaining adequately
skilled and experienced people throughout our operations to serve our customers better. We intend to do
so through offering attractive remuneration packages, including discretionary bonuses and our Share
Option Scheme, as well as by placing an emphasis on employee training and career development.

As at December 31, 2010, our Group had a total of 9,705 employees, all of which were full-time
employees. We consider that we have sound relations with our employees. We have not experienced any
strikes, work stoppages or significant labor disputes and we have not experienced any significant
difficulties in recruiting or retaining qualified staff during the three years ended December 31, 2010.
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Remuneration

We review the performance of our employees on a regular basis. The results of these reviews are
used for salary and promotion appraisals. Our key employees are considered for annual incentive
payments based on various performance criteria and their assessment results. Our sales personnel are
considered for bonuses based on various performance criteria, including whether their individual sales
target has been met and customer feedback on the quality of their service. We review our staff
remuneration packages from time to time.

Training

Our employees are critical to our success. We have invested, and intend to continue to invest
substantially in our employees in order to recruit, assimilate and retain the best personnel for our
business. We will also regularly review and improve the training programs for our trainee managers and
sales personnel, as well as maintain and deepen our relationships with the automakers and local
educational institutions in order to ensure our continued access to highly-skilled automotive engineers
and technicians.

We have a deep bench of high-caliber store managers. We have devised and successfully
implemented an in-house program to train and develop our store managers, who are crucial to the success
of our 4S dealerships. Many of our store managers have completed a training program at our
best-performing 4S dealerships. We also rotate each trainee manager to different positions in a 4S
dealership, including deputy-store manager, sales director, service director and finance director, to
ensure that our store managers are familiar with all operational aspects of a 4S dealership.

We provide systematic training courses to our customer-facing employees such as our sales
personnel, and motivate our employees by granting bonuses and awards to encourage our 4S dealerships
to achieve high customer satisfaction rankings.

We work together with the automakers and local educational institutions to train automotive
engineers and technicians. For instance, we draw engineering talent from Toyota’s numerous automotive
training schools in China. We have also participated in a joint initiative with Dalian Vocational Technical
College, where we provide financial support and assist with the curriculum design for automotive
engineering classes. We are a preferred recruiter at Dalian Vocational Technical College, and it has been
a vital and reliable source of technical personnel for our repair, maintenance and detailing business.

We are also able to achieve a high rate of retention for our employees in the face of intense
competition for human resources, as our corporate policy is to promote capable personnel from within our
Group’s operations, thus motivating our employees. Further, our large scale of operations enables us to
offer our employees a variety of opportunities to work with different automobile brands in several regions
in China, as well as several other incentives and competitive remuneration packages.

Safety

Our Group’s dedicated safety council, led by three of our Group’s executive directors, analyzes,
directs and coordinates safety procedures and plans in the short, medium and long-term, for our entire
Group. Each of our subsidiaries has established a safety committee and appointed safety representatives
or supervisors to report to the safety council, which meets four times a year.

Our Group’s safety inquiry commission, also led by three of our Group’s executive directors,
conducts bi-annual surveys of our Group’s operations to identify potential safety or occupational hazards.
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Our Group’s emergency incident commission is responsible for directing rescue operations in the
event of an accident. The emergency incident commission is also in charge of providing detailed reports
and recommendations for improvement.

We have also issued detailed safety regulations which emphasize the importance of safety education
and training for all employees, and strict compliance with applicable PRC safety laws, rules, regulations
and standards. Our safety regulations provide guidance on a variety of matters, and authorize the
suspension of operations in the event of a serious incident. Our 4S dealerships are in compliance with
applicable safety laws and regulation, our Group have not experienced any material safety accidents at
our 4S dealership during the three years ended December 31, 2010.

COMPETITION

Based on the information provided by ACMR, the top ten automobile dealership groups in the PRC
accounted for only approximately 12.9% of the passenger car market’s total revenue' in 2009. Our Group
was ranked sixth, fifth and fourth among the passenger car dealerships in terms of revenue in 2006, 2007
and 2008 respectively. The PRC automobile dealership industry is highly fragmented and competitive. In
addition, with China’s accession to the World Trade Organization in November 2001, it has become easier
for foreign entities to enter and compete in the PRC automobile dealership industry. In view of the
increasing number of dealerships, we expect that the competition we face will be increasingly intense.
PRC automobile dealerships compete primarily on the following bases: capital, service, after-sales
services offered, and the capabilities of sales personnel and automotive engineers.

We expect the increasingly competitive nature of the PRC automobile dealership industry to present
acquisition opportunities as, among other factors, intensive capital requirements deter new entrants and
force out weaker players. Based on the information provided by ACMR, we accounted for approximately
1.1%, 1.2% and 1.0% of the Chinese passenger car market’s total revenue in 2007, 2008 and 2009,
respectively. As a leading national automobile dealership group in the PRC with a well-established track
record of acquiring and quickly and significantly improving the performance of such acquired 4S
dealerships, we believe we are well-positioned to take advantage of such opportunities to expand our
business and consolidate our leadership position further.

INSURANCE COVERAGE

We carry insurance covering risks including loss and theft of, and damage to, property (such as our
fixed assets and inventories in all of our 4S dealerships). We believe that our insurance coverage is
adequate for our operations and as at the date of this offering memorandum, we had not made nor been the
subject of any material insurance claims.

! The revenue referred to in the ACMR Survey includes revenue from new car sales business, after-sales businesses and used

car business. All revenue includes VAT.
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LEGAL PROCEEDINGS AND REGULATORY COMPLIANCE

To the best of the knowledge of our directors, there are no current litigation or arbitration
proceedings or any pending or threatened litigation or arbitration proceedings against us or any of our
directors that could have a material adverse effect on our financial condition or results of operations.

Automobile distribution in China was a regulated industry. Prior to 2001, an automobile dealership
group with 30 or more 4S dealerships in the PRC was subject to the 30 Dealerships Limitation. During
China’s accession to the World Trade Organization in 2001, China made a commitment to abolish the 30
Dealerships Limitation within five years of its accession'. Accordingly, each of the 2004 Edition of the
Catalogue, the Measures for the Implementation of the Administration of Branded Automobile Sales (%
B LA B A PR E M #E%) and the Measures for the Administration on Foreign Investment in
Commercial Sector (4P & B £ AL ) provides that the 30 Dealerships Limitation would
terminate on 11 December 2006. However, the 2007 Edition of the Catalogue included the 30 Dealerships
Limitation. As such, there is uncertainty as to the interpretation of the current PRC legal position in
relation to foreign investment in automobile dealership groups with 30 or more 4S dealerships in the
PRC.

Our PRC legal advisers, King & Wood, have advised that the Accession to WTO Agreement is an
international treaty which was approved at the 17th meeting of the Standing Committee of the 9th
National People’s Congress, and the approval of China’s accession to the WTO was endorsed by the
President of the PRC; whereas the 2007 Edition of the Catalogue was a domestic regulation approved by
the relevant domestic ministries and might be revised or interpreted by the relevant authorities. King &
Wood have advised that the Accession to WTO Agreement, which is an international treaty, should take
precedence over domestic laws and regulations promulgated by the State Council or the relevant
ministries or departments (including the 2007 Edition of the Catalogue). King & Wood have further
advised that decisions of the approving authorities should not conflict with China’s commitment to the
WTO regarding the 30 Dealerships Limitation when handling any individual case. Such view has been
confirmed by verbal consultations with the competent officials of the relevant approving authority
conducted by our Company and King & Wood and supported by the fact that none of our 4S dealerships
has encountered any restriction in obtaining approvals from the relevant PRC approving authorities for
the incorporation, acquisition and/or operation of additional 4S dealerships of our Group,
notwithstanding the number of our 4S dealerships has already exceeded the 30 Dealerships Limitation.
Accordingly, King & Wood have advised that it is unlikely that MOFCOM will interpret the 30
Dealerships Limitation differently in the future, which would in turn impact on the approval of new
establishment and acquisition of 4S dealerships by our Group.

We plan to establish and acquire additional 4S dealerships in the future and will seek approval from
MOFCOM as required under PRC law. Our Group has not encountered any restriction in connection with
the 30 Dealerships Limitation as at the date of this offering memorandum, and King & Wood have advised
that regardless of the future interpretation of the 30 Dealerships Limitation, the 30 Dealerships
Limitation will not apply retrospectively to the existing dealerships operated by our Group and that the
approvals granted to the dealerships of our Group would remain legal, valid and effective for the
following reasons: (i) the application for the establishment or acquisition of the dealerships of our Group
have been reviewed and approved by MOFCOM or its local counterparts where required; (ii) our Group
has applied to appropriate authorities for the approvals in accordance with the relevant laws and
regulations; (iii) our Group has provided all information required by the relevant laws and regulations to
the relevant authorities; (iv) MOFCOM or its local counterparts have granted such approvals within their
jurisdiction; and (v) the competent officials of the relevant approving authority have confirmed, in
response to the verbal consultations conducted by our Company and King & Wood, that the 30

! China has entered into the Accession to WTO Agreement (H[5 Jil At 2 4 4% 3% & &) on December 11, 2001, which states
that the 30 Dealerships Limitation as stipulated under Annex 9 “Schedule of Specific Commitments on Services” shall be
eliminated after five years from the date of accession (i.e. December 11, 2006) when foreign chain store operators shall have
the freedom of choice of any partners, legally established in China in accordance with the PRC laws and regulations.
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Dealerships Limitation was no longer enforced since December 11, 2006 and they approve the
establishment and/or acquisition of foreign invested automobile dealerships in accordance with the
Measures for the Administration on Foreign Investment in Commercial Sector and the Measures for the
Implementation of the Administration of Branded Automobile Sales (both of which provide that the 30
Dealerships Limitation would have been terminated on December 11, 2006) as well as confirmed that our
Group will not be penalized for exceeding the 30 Dealerships Limitation.

As such, King & Wood have further advised that the business and 4S dealership network of our
Group which have already obtained the approvals from MOFCOM or its local counterparts will not be
adversely affected, and that our Group will not be subject to any penalty for exceeding the 30 Dealerships
Limitation.

However, we cannot assure you that the relevant PRC authorities will not interpret PRC laws, rules
and regulations relevant to our corporate structure differently in the future. If MOFCOM or its local
counterparts do not approve our acquisitions in the future, we will not be able to implement our growth
strategy by further expanding establishment and/or our 4S dealership network through establishing and/
or acquiring additional dealerships. We would only be able to operate our existing dealership which have
already obtained the approval from MOFCOM or its local counterparts and further develop our business
by increasing the productivity and profitability of these dealerships via re-investing our retained earnings
in the network.

King & Wood have further advised that our Group has submitted the applications for approval to the
appropriate authorities in accordance with the thresholds set out in the Circular of the MOFCOM on
Delegating Matters Concerning the Examination and Approval of Foreign-invested Commercial

Enterprises (B~ AN 1 & i 2E A 334 =F W3 AN and the Circular of the MOFCOM on
Further Improving the Work of Examination and Approval of Foreign Investment (P35 &0 B 7% #E — 25 2
AN P G FEAI TAE Y3 A promulgated by the MOFCOM on September 12, 2008 and March 5, 2009
respectively, which provided that whether an individual application shall be handled by the MOFCOM or
its local counterparts depends on the size of the transaction. King & Wood have further advised that our
Group has submitted all the relevant information and documents for approval in accordance with the
requirements laid down in the laws and regulations governing the granting of the MOFCOM approvals
and as at the date of this offering memorandum, our Group has obtained all the proper approvals from
MOFCOM or its local counterparts for all the dealerships regarding the acquisition or establishment of
foreign invested automobile dealerships in the PRC, where applicable. King & Wood have also advised
that our 4S dealerships are not required to renew such approvals obtained from MOFCOM or its local
counterparts.
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MANAGEMENT
DIRECTORS
Our board of directors is responsible and has general powers for the management and conduct of our
business. The table below shows certain information in respect of members of the board of directors of

our Company:

The following table sets out the name, age and position of our directors as of the date of this offering

memorandum:
Name Age Position
HUANG Yi.............. 48 Chairman and executive director
LI Guoqiang............ 47 Vice-chairman, executive director and chief executive officer
DU Qingshan .......... 48 Executive director
YU Guangming ....... 53 Executive director
LENG Xuesong ...... 41 Non-executive director
SHIGENO Tomihei.. 58 Independent non-executive director
NG Yuk Keung ........ 46 Independent non-executive director
SHEN lJinjun ........... 53 Independent non-executive director

EXECUTIVE DIRECTORS

HUANG Yi (#%%), aged 48, is our Chairman and executive director. Mr. Huang is one of our two
founders, and has been chairman of our Group since its inception in 1998. Mr. Huang has been serving as
an executive director of our Board since 23 June 2008. He is responsible for the strategic management of
our Group and for formulating our overall corporate direction and focus. Prior to founding our Group, Mr.
Huang was a director and deputy general manager at China Resources Machinery Co., Ltd. (“China
Resources Machinery”), a state-owned enterprise engaged in importing and exporting automobiles and
other machinery. Mr. Huang held numerous management positions in business administration, product
procurement and sales operations in China Resources Machinery during his tenure between 1984 and
1994. In 1994, Mr. Huang joined China Automobile Company Limited (“China Automobile”) as a
director, and was responsible for China Automobile’s procurement and sales divisions. In 1996, Mr.
Huang invested in, and became a shareholder of, China Automobile. China Automobile, currently known
as Hokuryo Holdings Company Limited, which is presently an indirect wholly-owned subsidiary of our
Group. Mr. Huang is currently a council member of the Lexus China Dealer Council, as well as a council
member of the National Dealer Advisory Council of FAW Toyota Motor Sales Co., Ltd. Mr. Huang has
substantial senior management experience and more than 23 years’ of experience and in— depth
knowledge of the PRC automobile industry. He received a bachelor’s degree in Economics from Xiamen
University in 1983 and was awarded the title of “Economist” by MOFCOM in 1990, a work-related
qualification title usually awarded to the government officials or managerial staff in state-owned
enterprises by the government in recognition of their relevant working experiences. Mr. Huang also
served on a pro bono basis as a director of Pok Oi Hospital, a charitable organization providing medical
and educational services in the New Territories in Hong Kong, between 1997 and 1999.
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LI Guoqgiang (Z*F{5#), aged 47, is the other founder of our Group, and has been serving as our
Group’s Chief Executive Officer and vice-chairman since 1998 and as an executive director of our Board
since 23 June 2008. He is responsible for the overall management and operations of our Group. Mr. Li has
served as deputy chairman and a member of standing committee for China Automobile Dealers
Association since December 2009. In 1995, Mr. Li founded Dalian Aotong Automobile Repair &
Assembly Factory (“Aotong Repair & Assembly”), a company engaged in automobile repair and
maintenance services. Mr. Li served as the factory director and legal representative of Aotong Repair &
Assembly, and he was responsible for its overall management and operations. From 1996 to 1998, Mr. Li
served as the vice chairman of Dalian Toyota Maintenance & Service Co., Ltd. and general manager of
Dalian Bonded Zone Toyota Automobile Sales Co., Ltd., and Mr. Li was responsible for the decisions of
procurement and sales of automobiles as well as the management of the national distribution networks
during his tenure. In 1998, Mr. Li founded Dalian Aotong Industry Co., Ltd. (“Aotong Industry”), a
company engaged in distribution of automobiles. Aotong Industry is the predecessor of Zhongsheng
(Dalian) Holdings Co., Ltd., which is presently an indirect wholly-owned subsidiary of our Group. Mr. Li
has substantial senior management experience and more than 21 years’ of experience and in-depth
knowledge of the PRC automobile industry. Mr. Li also received a Distinguished Lexus Dealer award in
2007 from Toyota Motor (China) Investment Co., Ltd., as part of the Lexus Certification Program.

DU Qingshan (ft7 1l1), aged 48, has been serving as deputy general manager of our Group since
2007 and as an executive director of our Board since 23 June 2008. He is responsible for the financial
planning, strategy and management of our Group, and oversees all the accountancy and financial aspects
of our Group. Prior to joining our Group in 2007, Mr. Du was appointed by State-owned Assets
Supervision and Administration Commission of Dalian Municipal Government to serve as the chief
financial officer of a large PRC corporation, Dalian DHI.DCW Group Co., Ltd. (“Dalian DHI.DCW”) and
was in charge of the general financial and accounting affairs of Dalian DHI.DCW. Mr. Du was primarily
responsible for the financial operations of Dalian DHI.DCW, which contributed to his over 24 years’
experience in the areas of accountancy and finance. Mr. Du received a bachelor degree in Economics from
the Shanghai University of Finance and Economics in 1986 and a master’s degree in Business
Administration from Dongbei University of Finance and Economics in 2002.

YU Guangming (A7tH), aged 53, has been serving as deputy general manager of our Group since
2004 and as an executive director of our Board since 23 June 2008. He is responsible for the strategic
business development of our Group as well as selecting and training middle-to-senior level managers of
4S dealerships of our Group. Since joining our Group in 2000, Mr. Yu has held numerous management
positions in several of our principal subsidiaries, including Zhongsheng (Dalian) Holdings Co., Ltd.,
Dalian Aotong Dongfeng Honda Automobile Sales & Services Co., Ltd., Shanghai Guoxin Automobile
Sales Co., Ltd. and Shanghai Zhongsheng Toyota Automobile Sales & Services Co., Ltd., primarily in
charge of setting up, overseeing and improving the management teams of our subsidiaries, implementing
the strategic decisions of our Group and liaising with the automakers and customers regarding business
relationship building. Prior to joining our Group, Mr. Yu served as a manager of Shanghai Material Office
of the PRC Ministry of Railways from 1975 to 1994, and he was primarily responsible for the
management of its business operations. From 1994 to 2000, Mr. Yu served as a deputy managing director
of Hong Kong Union Park Company Limited, a Hong Kong subsidiary of China Railway Materials
Commercial Corporation, a large-scale PRC state-owned enterprise, and was in charge of its overall
management and operations during his tenure. Mr. Yu has more than 10 years’ of relevant experience in
the PRC automobile industry. Mr. Yu received a graduation certificate in respect of an associate degree
majoring in English from Shanghai International Studies University in 1985.
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NON-EXECUTIVE DIRECTOR

LENG Xuesong (¥ Z3#2), aged 41, has been serving as a non-executive director of our Board on 1
August 2008. Mr. Leng is a managing director at General Atlantic LLC. He is based in Hong Kong, where
he focuses on General Atlantic LLC’s investment opportunities in North Asia. Prior to joining General
Atlantic LLC, Mr. Leng served as a managing director at Warburg Pincus, an international private equity
firm from 1999 to 2007. Mr. Leng also served as non-executive director of China Huiyuan Juice Group
Limited ([ 7 SR 71 4E B 45 FR 22 7)), a company listed on the Stock Exchange (stock code: 1886) from
July 2006 to August 2007. Mr. Leng is also the non-executive directors of two companies listed on the
New York Stock Exchange, namely Wuxi Pharmatech (Cayman) Inc. (stock code: WX) and Soufun
Holdings Ltd. (stock code: SFUN). Mr. Leng earned his master’s degree in Business Administration from
the Wharton School of the University of Pennsylvania in 1999, and his Bachelor of International
Industrial Trade degree from Shanghai Jiao Tong University in 1992.

INDEPENDENT NON-EXECUTIVE DIRECTORS

SHIGENO Tomihei (j% % & 1), aged 58, has been serving as an independent non-executive director
of our Board since 1 August 2008. Prior to joining Minebea Shanghai in 2007, Mr. Shigeno worked for
Nissan Motor Co., Ltd. (“Nissan Motor”) from 1976 to 2006. Mr. Shigeno was part of the team which
established Nissan Motor’s Beijing office, and he served as its chief representative from 1991 to 1997. He
was also chief representative of Nissan Motor’s China operations from 2000 to 2003, specialising in sales
and marketing, and was primarily responsible for developing Nissan Motor’s distribution and service
networks by establishing authorized distributors and automobile dealerships across the PRC. Mr. Shigeno
was assigned by Nissan Motor to assist the president of Dongfeng Commercial Vehicle Company. Mr.
Shigeno has over 32 years’ of experience and in-depth knowledge of the automobile industry, sales and
business management. He earned his bachelor’s degree in Chinese language studies from Tokyo
University of Foreign Studies in 1976.

Mr. NG Yuk Keung (% H i), aged 46, has been serving as an independent non-executive director of
our Board since 27 October 2009. Mr. Ng is the honorary adviser to China Huiyuan Juice Group (stock
code: 1886), a company listed on the Stock Exchange. Mr. Ng also serves as an independent
non-executive director of Sany Heavy Equipment International Holdings Company Limited (= — 5 2[5
W22 B A7 BR 23 71) (stock code: 0631), Xinjiang Xinxin Mining Industry Co., Ltd. (B8 #7 22 0 2E B A
/2 7)) (stock code: 3833), Winsway Coking Coal Holdings Limited (7K W £ B34 PR/ 7)) (stock
code: 1733) and Beijing Capital Land Ltd. (& 8l & 3B A /A Fl)(stock code: 2868) all of the three
Companies are listed on the Stock Exchange. Mr. Ng worked with PricewaterhouseCoopers for over 12
years from 1988 to 2001. From 2004 to 2006, he was the deputy chief financial officer, a joint company
secretary and the qualified accountant of Irico Electronics Group Company Limited (% 3L 4E [#] 5 1 B
A BRZF]) (stock code: 0438), a company listed on the Stock Exchange. From 2006 to 2010, Mr Ng was
a vice-president, the chief financial officer, the company secretary and the qualified accountant of China
Huiyuan Juice Group Limited (772 2R it 5 B A R A F]). Mr. Ng graduated from The University of
Hong Kong with a Bachelor degree in Social Sciences in 1988 and a Master degree in Global Business
Management and E-commerce in 2002. He is a professional accountant and a fellow member of both the
Hong Kong Institute of Certified Public Accountants and the Association of Chartered Certified
Accountants, and a member of the Institute of Chartered Accountants in England and Wales.

SHEN Jinjun (JL#£), aged 53, has been serving as an independent non-executive director of our
Board since 16 November 2009. Mr. Shen has served as deputy chairman and secretary chief for China
Automobile Dealers Association since 2005. Mr. Shen has also worked as the deputy chief of the
Transport and Mechanical section of the State Administration of Supplies, and the chief of the
Automobile section and Electrical, Mechanical and Metallic section of the State Administration of
Domestic Commerce. During that time, Mr. Shen was mainly responsible for administering the
automobile dealing industry and participated in formulations of related regulations. Mr. Shen completed
all the related courses of an associate degree majoring in electronic at the Beijing Open University in
1982.
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OTHER SENIOR MANAGEMENT

The table below shows certain information in respect of our senior management (excluding directors
who also hold executive positions):

Name Age Position

WU Hailong............ 46 Vice-president of new automobile sales business
ZHANG Zhicheng .. 38 Vice-president of luxury brand automobile sales business
LIU Geng ............... 41 Vice-president of after-sales and accessories businesses

WU Hailong (%1% #E), aged 46, joined our Group at its inception in 1998 and currently serves as
vice-president of our new automobile sales business. Since 1998, he has served in senior management
positions for several of our principal subsidiaries, including Zhongsheng (Dalian) Holdings Co., Ltd.,
Dalian Zhongsheng Toyota Automobile Sales & Services Co., Ltd., Dalian Zhongsheng Group
Automobile Accessories Co., Ltd., Dalian Zhongsheng Automobile Sales & Services Co., Ltd. and Dalian
Zhongsheng Dongfeng Honda Automobile Sales & Services Co., Ltd., primarily responsible for the
day-to-day administration of 4S dealerships of our Group, including both sales and after-sales
businesses. Mr. Wu currently oversees the sales and management of our Group’s mid-to-high-end brand
automobile sales business. Prior to joining our Group, Mr. Wu worked in the Dalian City representative
office of Toyota Tsusho Corporation, a company listed on the Tokyo Stock Exchange (stock code: 8015)
and the sole trading company of the Toyota group, between 1990 and 1996, and his work was closely
related to the PRC automobile industry. Mr. Wu has over 18 years’ of relevant experience and in-depth
expertise in automobile sales. Mr. Wu received a bachelor’s degree in Chemical Engineering and
Machinery from East China Institute of Technology in 1986.

ZHANG Zhicheng (5R& ), aged 38, has served as vice-president of our Group’s luxury brand
automobile sales business since 2008. Mr. Zhang joined our Group in 2003, and has held numerous
management positions in several of our key operating subsidiaries, including Fuzhou Zhongsheng Toyota
Automobile Sales Co., Ltd., Dalian Zhongsheng Lexus Automobile Sales & Services Co., Ltd. and Dalian
Zhongsheng Toyota Automobile Sales & Services Co., Ltd., primarily responsible for implementing the
strategic decisions of our Group and liaising with the automakers regarding developing our luxury brand
automobile sales business. Mr. Zhang currently oversees the sales and management of our luxury brand
automobile sales business. Mr. Zhang has over 6 years’ of relevant experience and in-depth expertise in
the PRC automobile industry. Mr. Zhang received a master’s degree in Business Administration from
Dongbei University of Finance and Economics in 2003. Mr. Zhang also received Peak Performance
General Manager awards in both 2006 and 2007 from Toyota Motor (China) Investment Co., Ltd., as part
of the Lexus Certification Program.
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LIU Geng (#I#F), aged 41, joined our Group in 2000 and currently serves as vice-president of our
Group’s after-sales and accessories businesses. Mr. Liu held management positions in two of our
principal subsidiaries before being promoted to be our vice-president in 2009. Mr. Liu served as service
manger of Dalian Zhongsheng Toyota Automobile Sales & Services Co., Ltd. from 2000 to 2004, and as
general manager of Dalian Yingbin Zhongsheng Toyota Automobile Sales & Services Co., Ltd. from 2004
to 2008, and he served as general manger of Dalian Zhongsheng Group Automobile Accessories Co., Ltd.
from 2008 to 2009. Mr. Liu joined the PRC automobile industry since 1993 and has more than 17 years’
of experience and in-depth understanding of the PRC automobile industry. Mr. Liu earned a bachelor’s
degree in the automobile department of Harbin Institute of Technology in 1991.

Joint Company Secretaries

Ms. Kam Mei Ha Wendy (H 35 8%), aged 43, was appointed as our joint company secretary on July 1,
2010. Ms. Kam is a senior manager of Corporate Services Division of Tricor Services Limited and an
associate member of both The Institute of Chartered Secretaries and Administrators and The Hong Kong
Institute of Chartered Secretaries. Ms. Kam has over 17 years of experience in corporate secretarial area.

Ms. Mak Sze Man (2 5F{), aged 36, was appointed as our joint company secretary on July 1, 2010.
Miss Mak is a manager of Corporate Services Division of Tricor Services Limited and an associate
member of both The Institute of Chartered Secretaries and Administrators and The Hong Kong Institute
of Chartered Secretaries. Ms. Mak has over 10 years of experience in corporate secretarial area.

BOARD COMMITTEES
Audit Committee

We have established an audit committee. The audit committee consists of two independent
non-executive directors being Mr. Ng Yuk Keung and Mr. Shen Jinjun and one non-executive director
being Mr. Leng Xuesong. The chairman of the audit committee is Mr. Ng Yuk Keung, who holds
appropriate professional qualifications. The primary duties of the audit committee are to assist our Board
by providing an independent view of the effectiveness of the financial reporting process, internal control
and risk management systems of our Group, overseeing the audit process and performing other duties and
responsibilities as assigned by our Board.

Remuneration Committee

We have established a remuneration committee. The remuneration committee consists of two
independent non-executive directors being Mr. Shigeno Tomihei and Mr. Shen Jinjun and one executive
director being Mr. Li Guoqiang. The remuneration committee is chaired by Mr. Shigeno Tomihei, an
independent non-executive director. The primary duties of the remuneration committee include (but
without limitation): (i) making recommendations to the directors on our policy and structure for all
remuneration of directors and senior management and on the establishment of a formal and transparent
procedure for developing policies on such remuneration; (ii) determining the terms of the specific
remuneration package of our directors and senior management; (iii) reviewing and approving
performance-based remuneration by reference to corporate goals and objectives resolved by the directors
from time to time; and (iv) considering and approving the grant of share options to eligible participants
pursuant to the Share Option Scheme.

Nomination Committee
Our Company has established a nomination committee. The current members of the nomination
committee are Mr. Shen Jinjun, Mr. Huang Yi and Mr. Shigeno Tomihei. The nomination committee is

chaired by Mr. Shen Jinjun. The primary function of the nomination committee is to make
recommendations to our board to fill vacancies on our board.
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Compliance Committee

Our Company has established a compliance committee. The current members of the compliance
committee are Mr. Huang Yi, Mr. Li Guogiang and Mr. Du Qingshan. The compliance committee is
chaired by Mr. Du Qingshan. The primary function of the compliance committee is to ensure compliance
on regulatory matters and corporate governance.

COMPENSATION OF DIRECTORS AND SENIOR MANAGEMENT

The aggregate amount of remuneration (including salaries, allowances and other benefits and
contributions to pension schemes) which were paid to our directors for the three years ended December
31, 2008, 2009 and 2010, were approximately RMB4.6 million, RMB5.4 million and RMB9.0 million,
respectively.

The aggregate amount of remuneration (including salaries, allowances and other benefits and
contributions to pension schemes), which were paid by our Group to our five highest paid individuals for
the three years ended December 31, 2008, 2009 and 2010, were RMBS5.0 million, RMB6.4 million and
RMB9.8 million, respectively.

No remuneration was paid by our Group to our directors or the five highest paid individuals as an
inducement to join or upon joining our Group or as a compensation for loss of office in respect of the
three years ended December 31, 2008, 2009 and 2010. Further, none of our directors had waived any
remuneration during the same period.
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REGULATION
OVERVIEW

Our operations are mainly carried out by our subsidiaries in the PRC, which are subject to PRC laws,
rules and regulations. A summary of the laws, rules and regulations applicable to our business is set out
below.

REGULATIONS RELATING TO THE PRC AUTOMOBILE INDUSTRY AND OUR BUSINESS
The PRC automobile industry

On May 12, 2004, National Development and Reform Commission (“NDRC”) promulgated the
Policy on Development of Automotive Industry (VX5 355 JEEL5) (“Policy”) which became effective
on May 21, 2004. The policy was further amended on August 15, 2009.

The Policy contains provisions relating to, among other things, the PRC automobile industry’s
technology policies, structural adjustments, market access administration, trademarks, product
development, spare parts sales and other relevant sub-industries, distribution networks, investment
administration, customs administration, and automobile consumption. One of the Policy’s stated aims is
to develop the PRC automobile industry into a strong pillar of the PRC national economy before 2010.

New automobile sales

Our new automobile sales business is subject to the Measures for the Implementation of the
Administration of Branded Automobile Sales (7GH i W 8 8 & M E M #FL) (“Measures™) promulgated
by MOFCOM, the NDRC and the State Administration for Industry and Commerce (“SAIC”) on February
21, 2005 which became effective on April 1, 2005.

The Measures recognize two categories of automobile distributors — general automobile
distributors and automobile brand dealers. General automobile distributors are defined under the
Measures as enterprises engaged in providing automobiles and spare parts. Automobile brand dealers are
defined under the Measures as enterprises authorized by automobile suppliers to engage in automobile
sales and services. Our PRC legal advisers, King & Wood, have confirmed that under the Measures, our
Group is classified as an automobile brand dealer.

An automobile brand dealer must be a legal person, authorized by an automobile supplier to sell the
supplier’s brand of automobiles. An automobile brand dealer must comply with the supplier’s
requirements relating to the intellectual property rights associated with the automobile brand, such as
trademarks, labels and store names, and is also subject to regulation by local municipal and commercial
development authorities.

Automobile brand dealers must obtain operation permits and file registrations with the relevant
local department of MOFCOM. Further, according to a notice issued by the SAIC on November 10, 2005,
automobile brand dealers must also file registrations with SAIC prior to commencing business
operations.

In addition, a foreign-invested automobile brand dealer is subject to relevant PRC laws, rules and
regulations relating to foreign investment, including the Law on Sino-Foreign Equity Joint Ventures ('
e N RILFE G E &% 21) promulgated by the Standing Committee of the National People’s
Congress on July 8, 1979 as amended on March 15, 2001, the Regulations for the Implementation of the
Law on Sino-Foreign Equity Joint Ventures ("3 A [ 30 E Hh Ah 5 & 487 1 2505 B ko))
promulgated by the State Council on September 20, 1983 amended on July 22, 2001, and the 2007
Catalogue of Industries for Guiding Foreign Investment (¥}pif & & £ F5%4 H #%) promulgated and
amended by the NDRC of PRC and MOFCOM of PRC on October 31, 2007 which became effective on
December 1, 2007.

- 127 -



Automobile maintenance and repair services

Our automobile maintenance and repair business is subject to the Regulations on the Administration
of Automobile Maintenance and Repair (#8) 4B HIE) (“Automobile Repair Regulations”)
promulgated by the Ministry of Transport on June 24, 2005 which became effective on August 1, 2005.

Under the Automobile Repair Regulations, an operator must have suitable facilities, equipment and
technical personnel in order to operate an automobile maintenance and repair business. In addition, an
operator must implement quality management systems and safety procedures, provide training to its
technical personnel, maintain proper automobile repair and maintenance records and archives, and ensure
that there are sufficient safeguards for environmental protection.

Road Transport Licenses

Under the Road Transport Regulations (H3 A [ A [ 75 % i % 51) promulgated by the State
Council on April 30, 2004 which became effective on July 1, 2004, prior to commencing an automobile
maintenance and repair business or automobile leasing business, an operator must file an application with
the local department of the Ministry of Transport and obtain a Road Transport License to provide
automobile maintenance and repair services or automobile leasing business. Violation of the Road
Transport Regulations may result in fines and suspension of business operations, and criminal liability
may be imposed upon a person held directly responsible, with a sentence of imprisonment for a term
which may extend to five years, criminal detention, and/or fines of between one and five times the amount
of the illegal gains.

Project Initiation Approvals

Our automobile maintenance and repair business and automobile leasing business is also subject to
the Regulations on the Administration of Foreign-invested Road Transport Services (7 % & %5 % 75 ¥y
FEE MM E) (“Foreign-invested Road Transport Services Regulations”) promulgated by the Ministry of
Transport and MOFCOM on November 20, 2001 which became effective on November 20, 2001.
According to its Article 5, the foreign invested road transport services shall comply with the policies on
road transport development and the requirements for enterprise qualification formulated by the
department in charge of transportation under the State Council, and shall meet the requirements of the
development planning of road transport services formulated by the department in charge of transportation
of the place where the foreign-funded road transport enterprise to be established is located. In addition,
all investors shall invest with their self-owned assets and shall have good reputation.

Under the Foreign-invested Road Transport Services Regulations, a foreign-invested operator must
obtain the approval of MOFCOM for its articles of association, and must submit its Certificate of
Approval for Foreign-invested Enterprises and apply to the local department of the Ministry of Transport
for a Project Initiation Approval for its automobile maintenance and repair business, prior to commencing
business. Under existing applicable PRC laws, rules and regulations, all the application documents
received by the local transport bureaus should be forwarded to the Ministry of Transport, which is the
ultimate authority for the grant of Project Initiation Approvals, and a Project Initiation Approval should
be granted by the Ministry of Transport prior to the issuance of a Road Transport License by the relevant
local transport bureau.

Used automobile sales
Our used automobile sales business is subject to the Measures for the Administration of the
Circulation of Used Automobiles (T8 # & HHF1L) (“Used Automobiles Measures”), promulgated

by MOFCOM, the Ministry of Public Security, the SAIC and the State Administration of Taxation on
August 29, 2005 which became effective on October 1, 2005.
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Under the Used Automobiles Measures, a used automobile dealer must provide a customer a written
contract containing warranties relating to the quality of the used automobile, as well as offer
arrangements for after-sales services. The Used Automobile Measures also provide for the establishment
of a nationwide archival system to hold the records of used automobile dealers.

Used automobile dealers must obtain operation permits and file registrations with the relevant local
department of MOFCOM.

In addition, a foreign-invested used automobile dealer must obtain additional approvals from
MOFCOM and file registrations with the relevant local department of MOFCOM.

Automobile leasing

The Measures for the Administration of Foreign-funded Lease Industries, promulgated by
MOFCOM on February 3, 2005 which became effective on March 5, 2005, requires a foreign-invested
automobile leasing company to have total foreign-invested assets of not less than US$5 million. In
addition, if the foreign-invested automobile leasing company is incorporated as a limited liability
company, its operations shall not exceed 30 years.

Automobile insurance agency

We earn commissions from insurance companies which provide their services to our customers on
the premises of our 4S dealerships. As such, our business operations are subject to the Regulations on
Administration of Concurrent-Business Insurance Agents (FfFxIEZEMIRE MY 1T HEE) (“Insurance
Regulations”) promulgated by the China Insurance Regulatory Commission (“CIRC”) on August 4, 2000
which became effective on August 4, 2000.

The Insurance Regulations require, among other things, a business which facilitates insurance
coverage in direct relation to its main business, to apply for a license from the CIRC, and to obtain power
of attorney documentation, subject to CIRC’s supervision, from the insurance agencies. Under the
Insurance Regulations, each business may work with only one insurance agency.

Automobile loans

We obtain financing from banks and financial institutions for our operations, including for the
purchase of new automobiles to retail to our customers. Our business operations are subject to the
Measures for the Management of Automobile Loans (JXH B FE H L) (“Loans Measures™),
promulgated by the People’s Bank of China (“PBOC”) and the China Banking Regulatory Commission
(“CBRC”) on August 16, 2004 which became effective on October 1, 2004.

The Loans Measures provide that an automobile dealer may not obtain financing of a term exceeding
one year, for the purchase of automobiles and/or spare parts. The automobile dealer’s balance sheet ratio,
or the asset liability ratio, which equals to its indebtedness divided by total assets, must not exceed 80%,
and it must have sufficient stable and lawful income or assets to repay both the principal and interest
incurred on the loan.

In addition, an automobile dealer handling a loan application on behalf of its customers must be a
legal person with a business license, an annual review certificate issued by MOFCOM and an automobile
selling agent certificate issued by the automaker of the relevant automobile.

COMPANY LAW

The incorporation and operations of our subsidiaries in China is governed by the Company Law ('
#E \ RILAIE] A F]%) which was promulgated by the Standing Committee of the National People’s
Congress on December 29, 1993 and became effective on July 1, 1994. It was subsequently amended on
December 25, 1999, August 28, 2004 and October 27, 2005.
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The Company Law recognises two general types of companies, limited liability companies and joint
stock limited companies. Both types of companies have the status of legal persons, and the liability of a
company to its debtors is limited to the value of the assets of the company. A shareholder’s liability is
limited to the amount of registered capital contributed.

The Company Law also applies to foreign-invested limited liability companies.
WHOLLY FOREIGN-OWNED ENTERPRISES

The Law on Wholly Foreign-Owned Enterprises (415 & 1> 3£1%) promulgated by the Standing
Committee of the National People’s Congress on April 12, 1986 which became effective on April 12,
1986, and as amended on October 31, 2001, governs the establishment, operation and management of
foreign-owned enterprises.

SINO-FOREIGN JOINT VENTURES

The Law on Sino-Foreign Equity Joint Ventures (4Bl 145 & & & 3£7%), promulgated by the
National People’s Congress on July 8, 1979 which became effective on July 8, 1979 and as amended on
April 4, 1990 and March 15, 2001, governs the establishment procedures verification and approval
procedures, registered capital requirements, foreign exchange restrictions, accounting practices, taxation
and labor matters of a Sino-foreign joint equity venture.

FOREIGN INVESTMENT IN RESTRICTED INDUSTRIES

Pursuant to applicable PRC laws, rules and regulations, a foreign-invested enterprise operating in
restricted industries shall be subject to NDRC and MOFCOM approval.

Prior to 2001, automobile distribution in China was subject to the 30 Dealerships Limitation. During
China’s accession to the World Trade Organization in 2001, China made a commitment to abolish the 30
Dealerships Limitation within five years of its accession. Accordingly, each of the 2004 Edition of the
Catalogue, the Measures for the Implementation of the Administration of Branded Automobile Sales (%
B G B S B E M IS ), and the Measures for the Administration on Foreign Investment in
Commercial Sector{ M5 & i 2SI #EH¥1% ), provides that the 30 Dealerships Limitation would
terminate on December 11, 2006. However, the 2007 Edition of the Catalogue included the 30
Dealerships Limitation. As such, there is uncertainty as to the interpretation of the current PRC legal
position in relation to foreign investment in automobile dealership groups with 30 or more 4S dealerships
in the PRC.

Our PRC legal advisers, King & Wood, have advised that the Accession to WTO Agreement is an
international treaty which was approved at the 17th meeting of the Standing Committee of the 9th
National People’s Congress, and the approval of China’s accession to the WTO was endorsed by the
President of the PRC; whereas the 2007 Edition of the Catalogue was a domestic regulation approved by
the relevant ministries and might be revised or interpreted by the relevant authority. Our PRC legal
advisers, King & Wood, have advised that China’s commitment to the WTO, which is an international
treaty, should take precedence over domestic laws and regulations promulgated by the State Council or
the relevant ministries or departments (including the 2007 Edition of the Catalogue). The competent
officials of the relevant approving authority have confirmed, in response to the verbal consultations
conducted by our Company and King & Wood, that the 30 Dealerships Limitation was no longer enforced
since December 11, 2006 and they approve the establishment and/or acquisition of foreign invested
automobile dealerships in accordance with the Measures for the Administration on Foreign Investment in
Commercial Sector and the Measures for the Implementation of the Administration of Branded
Automobile Sales (both of which provide that the 30 Dealerships Limitation would have been terminated
on December 11, 2006).
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FOREIGN EXCHANGE CONTROLS

The Foreign Exchange Management Regulations (/M4 #L 5 f4]) promulgated by the State Council
on January 29, 1996 as amended and became effective on August 1, 2008, and the Regulations on the
Administration of Foreign Exchange Settlement, Sale and Payment (% + 8 [ & fof BE & 3L 22)
promulgated by the People’s Bank of China on June 20, 1996 which became effective on July 1, 1996,
govern foreign exchange transactions for foreign-invested enterprises. Foreign-invested enterprises are
permitted to convert after-tax dividends into foreign exchange and to remit such foreign exchange from
their bank accounts in the PRC. Foreign-invested enterprises may also effect payments for current
account items without SAFE approval, with valid receipts and proof of the relevant transactions.
However, prior approval from SAFE is required for foreign exchange conversions for capital account
items, including direct investments and capital contributions.

FOREIGN EXCHANGE RATE

On July 21, 2005, the PBOC changed the fixed RMB-USD exchange system to a floating exchange
system based on market supply and demand. The closing price of foreign currencies, including the USD,
is announced by PBOC in the inter-bank foreign exchange market after the closing of the market on each
working day and is the central parity for trading against RMB on the following working day. The daily
trading price of the USD against the RMB in the inter-bank foreign exchange market has been allowed to
float within a band of 0.5% around the central parity published by PBOC since May 21, 2007, whilst the
trading prices of non-US dollar currencies against the RMB has been allowed to float within a band of
3.0% around the central parity published by PBOC since September 23, 2005.

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.

DIVIDEND DISTRIBUTIONS

Under the Law on Wholly Foreign-Owned Enterprises (*'E4M&1>3£1%), promulgated by the
National People’s Congress on April 12, 1986 which became effective on April 12, 1986 and as amended
on October 31, 2001, and the Law on Sino-foreign Equity Joint Ventures (**9[‘%%@%@%%)
promulgated by the Standing Committee of the National People’s Congress on July 8, 1979 which became
effective on July 8, 1979 and as amended on April 4, 1990 and March 15, 2001, foreign-invested
enterprises may not distribute after-tax profits unless they have contributed to employees’ funds as
specified under PRC laws, rules and regulations, and have set off financial losses during previous
accounting years. Undistributed profits from previous accounting years may be distributed together with
profits available for distribution during the current accounting year. Foreign-invested enterprises may
remit after-tax profits as dividends to overseas equity holders without seeking SAFE approval.

AUTOMOBILE RECALLS

The Regulations on Recall of Defective Automotive Products (PR H 2 fh A 8] 5 B 2)
(“Recall Regulations”) promulgated by the State Administration of Quality Supervision, Inspection and
Quarantine, the NDRC, MOFCOM, and the General Administration of Customs on March 12, 2004 which
became effective on October 1, 2004, requires all automobile dealerships to report defects in automobiles
and automobile-related products to both the relevant automakers and the PRC government authorities,
and to fully cooperate with the automakers in the conduct of automobile recall activities, and with the
PRC government authorities in any investigations thereto.
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PRODUCT QUALITY

The principal law governing product liability in the PRC is the Product Quality Law (7 it 2 &%)
promulgated by the Standing Committee of the National People’s Congress on February 22, 1993 and as
amended on July §, 2000.

Pursuant to the Product Quality Law, a seller is obliged to, among other things, adopt measures to
keep products for sale in good quality, not sell defective or damaged products, comply with regulations
regarding the labelling of products, not forge the origin of a product, not forge or falsely use another
manufacturer’s authentication marks, not substitute a fake product for a genuine product or a defective
product for a high-quality product. Violation of the Product Quality Law may result in the imposition of
fines, suspension of business operations, revocation of business licenses and criminal liability. Aggrieved
consumers may seek compensation from both the manufacturer and the retailer. A retailer may seek
reimbursement from the manufacturer in cases where the defect is due to the manufacturer.

CONSUMER PROTECTION

The Consumer Protection Law (742 # #i fRi#1%) promulgated on October 31, 1993 by the
Standing Committee of the National People’s Congress which became effective on January 1, 1994,
prescribes standards of behaviour for businesses in dealing with consumers.

Businesses must, among other things, observe the provisions of the Consumer Protection Law and
other relevant laws and regulations regarding personal safety and protection of property, provide
consumers with truthful information and advertising in relation to goods and services, truthful and clear
answers to consumers’ questions in relation to goods and services, ensure that the actual quality of goods
and services is consistent with the relevant advertisements, product descriptions or samples, not impose
unreasonable or unfair terms on consumers or exclude civil liability unreasonably.

Article 35 of the Consumer Protection Law stipulates that consumers whose legitimate rights and
interests are infringed upon during the purchase or use of a product may demand compensation from the
relevant vendor. In the event the liability is attributable to another supplier or the manufacturer, the
vendor may in turn demand recovery of any compensation paid to the consumer from the supplier or
manufacturer, as the case may be. In addition, consumers who suffer personal injury or property damage
due to product defects may demand compensation from either the vendor or the manufacturer. If the
liability is attributable to the manufacturer, the vendor may demand recovery of any compensation which
it paid to the consumer. If the default and liability are attributable to the vendor, the manufacturer may
demand recovery of any compensation which it paid to the consumer.

In addition, Article 45 provides that businesses must be responsible for the repair, replacement or
return of goods if such goods are guaranteed by PRC laws or pursuant to agreements between the
businesses and consumers, and further, that businesses must bear the reasonable cost of transportation for
large commodities in the event of repair, replacement or return. Article 45 also stipulates that should a
product not work properly after being repaired twice within the term of guaranteed repair, the business
shall be responsible for replacement or return. As at the date of this offering memorandum, our PRC legal
advisers, King & Wood, have advised that no specific regulations for the automobile industry have been
promulgated pursuant to Article 45.

Violation of the Consumer Protection Law may result in the imposition of fines, suspension of
business operations, revocation of business licenses and criminal liability. Aggrieved consumers may
seek compensation from both the manufacturer and the retailer. A retailer may seek reimbursement from
the manufacturer in cases where the defect is due to the manufacturer.
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COMPETITION AND ANTI-TRUST LAWS

Pursuant to the Competition Law (JZ /A~ 1E # #t F+7£) promulgated by the Standing Committee of the
National People’s Congress on September 2, 1993 which became effective on December 1, 1993,
businesses may not engage in improper market activities to undermine their competitors, including
infringing trademark rights or confidential business information, generating false publicity through
advertising or other means, or forging and disseminating false information infringing upon the goodwill
of competitors or the reputation of their products, bribing, establishing cartels, and dumping goods below
cost.

The Anti-trust Law(/Z #EE7%), promulgated by the Standing Committee of the National People’s
Congress on August 30, 2007 which became effective on August 1, 2008, requires proposals for foreign
acquisitions and investment in domestic companies to undergo national security reviews, protects core
Chinese industries, and grants PRC government authorities substantial discretion to make determinations
of monopolistic agreements, abuses of dominant positions, concentrations of power and abuses of
administrative powers to eliminate or restrict competition.

Violation of the Competition Law and/or the Anti-trust Law may result in the imposition of fines,
revocation of business licenses and criminal liability.
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SUBSTANTIAL SHAREHOLDERS

So far as our directors are aware, as at the date of this offering memorandum, the following persons
will have interests or short positions in the Shares or are directly and/or indirectly interested in 5% or
more of the par value of any class of share capital rights to vote in all circumstances at general meetings
of our Company:

Approximate
percentage of
shareholding to
the issued share

Total number of capital of the

Name of shareholders Capacity/ Nature of interests ordinary shares Company

Mr. Huang Yi‘lv oo Deemed interest, interest 1,245,993,876 65.29
of controlled company

Mr. Li Guoqiang(z) ......... Deemed interest, interest 1,245,993,876 65.29
of controlled company

General Atlantic Partners Beneficial owner 116,382,426 6.10

(Dalian), L.P. ............

Gap (Bermuda) Limited . .. .. Deemed interest, interest 143,403,419 7.51
of controlled company

Blue Natural .............. Beneficial owner 1,245,993,876 65.29

Light Yield" ... Deemed interest, interest 1,245,993,876 65.29
of controlled company

Vest Sun® ................ Deemed interest, interest 1,245,993.876 65.29
of controlled company

Notes:

(1)  Mr. Huang’s interest in the Shares is held through his wholly-owned investment company, Light Yield. Light Yield
owns a 62.3% equity interest in Blue Natural. Accordingly, Mr. Huang and Light Yield are deemed to be interested in
the entire interest in our Company held by Blue Natural.

(2)  Mr. Li’s interest in the Shares is held through his wholly-owned investment company, Vest Sun. Vest Sun owns a 37.7%

equity interest in Blue Natural. Accordingly, Mr. Li and Vest Sun are deemed to be interested in the entire interest in
our Company held by Blue Natural.
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RELATED PARTY TRANSACTIONS

The Company and its subsidiaries have in the past engaged, and are expected to engage from time to
time in the future, in transactions with affiliates of the Company in the ordinary course of its business. It
is the Company’s policy to conduct these transactions on normal commercial terms and on an
arm’s-length basis. The transactions described below have been entered into on normal commercial terms
and on an arm’s-length basis. The following discussion describes certain material related party
transactions.

The following table summarizes the Group’s certain other material related party transactions for the
periods indicated:

Transactions with related parties

Years ended December 31,

2008 2009 2010
RMB’000 RMB’000 RMB’000
(i) Sales of goods to jointly-controlled
entities:
— Xiamen Zhongsheng ............... 54,321 12,530 9,228
— Zhongsheng Tacti ................. — 956 672
54,321 13,486 9,900
(i) Purchase of goods or services from
jointly-controlled entities:
— Xiamen Zhongsheng ............... 40,663 13,378 28,386
— Zhongsheng Tacti ................. — 38,318 124,803
40,663 51,696 153,189

The terms of sales and purchases were mutually agreed between the parties with reference to
the ordinary course of business.

(iii) The Group’s bank loans which amounted to RMB343,000,000, RMB382,500,000 and
RMB1,127,000,000 were guaranteed by the controlling shareholder at December 31, 2008,
2009 and 2010, respectively.

- 135 -



Balance with related parties

The Group had the following significant balances with its related parties during the years:

(i) Due from related parties:
Trade related Joint-controlled entities
—  Xiamen Zhongsheng ..........
—  Zhongsheng Tacti

(i) Due to related parties:
Non-trade related
The Controlling Shareholder

Years ended December 31,

— Mr. Li Guoqgiang and Mr. Huang Yi ..

Key management personnel
— Wang Hongbo

Trade related
A jointly-controlled entity
— Zhongsheng Tacti ...............

2008 2009 2010
RMB’000 RMB’000 RMB’000
459 — 1,646
— 556 583
459 556 2,229
Years ended December 31,
2008 2009 2010
RMB’000 RMB’000 RMB’000
155,827 1,308 —
947 — —
— 22,928 10,026
156,774 24,236 10,026

Balances with related parties were unsecured and non-interest-bearing and had no fixed

repayment terms.
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DESCRIPTION OF OTHER MATERIAL INDEBTEDNESS
BANKING FACILITIES

To fund the Group’s working capital, trade credits and dividend payment requirements, members of
the Group have entered into various loan and facilities agreements with various financial institutions. As
at December 31, 2010, the consolidated total borrowings of the Group were approximately RMB4,924.5
million. As of December 31, 2010, the average effective interest rate (including capitalised interest) on
the aggregate outstanding amount of the Group’s indebtedness was 6.8% per annum. Set forth below is a
summary of the material terms and conditions of certain of these loans and other indebtedness.

Working Capital Facilities

Certain PRC subsidiaries of the Company have entered into banking facilities agreements with
various PRC banks, including Bank of China, China Merchants Bank, China Everbright Bank, Bank of
Communications, China Citic Bank, Shanghai Pudong Development Bank, Shenzhen Development Bank,
Industrial and Commercial Bank of China, Guangdong Development Bank, Hua Xia Bank, Bank of
Jinzhou, Fujian Haixia Bank, China Bohai Bank, Bank of Beijing, China Minsheng Bank, Standard
Chartered Bank, China Zheshang Bank and Industrial Bank. These banking facilities typically are used to
fund the Group’s working capital. Such working capital facilities generally have a term of 6 months to a
year and are renewable upon their expirations. As of December 31, 2010, the Company’s PRC
subsidiaries had total bank loan facilities of approximately RMBS5,400 million under such facilities, of
which approximately RMB4,489 million was utilized.

Interest

The principal amounts outstanding under the working capital facilities bear interest at a fixed rate
payable quarterly or floating rate (based on the relevant interbank offered rate) payable monthly or
quarterly.

Covenants and undertakings

Under these working capital facilities, the relevant PRC subsidiaries (each in the capacity of
borrower) have agreed, among other things, to:

. give prior notice to and/or seek consent from the lenders on certain events including any
restructuring, change of control, changes to operation model or corporate governance
structure, joint venture, merger and acquisitions, spin-off, disposal of any substantial assets or
equity interest, modifications to any material investment, application for liquidation,
bankruptcy and other similar events that would have a material impact on the borrowers’
capability of repayment of the relevant loans;

. give prior notice to and/or seek consent from the lenders on any events that could result in
material adverse impact on the borrower’s ability to repay the loan;

. notify the lenders of important events such as suspension of operation, suspension of license or
registration, application for bankruptcy or dismantlement and others which may significantly

affect the borrower’s ability to make repayment under the loan contract;

. notify the lenders after entering into a connected transaction with a value representing 10% or
more of the borrower’s net assets;

. not to dispose of assets if it will impact adversely its ability to make payment under the loan
contract;

o not to subordinate the loan to new indebtedness or to shareholders’ loans; and
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. seek prior written consent from the lenders with respect to the transfer of indebtedness.

In addition, pursuant to the working capital facilities provided by Bank of China, the relevant PRC
subsidiaries have agreed to:

. not to pay dividends (1) if the borrower has no after-tax profit, or such profit is not adequate to
make up for the accumulative loss from previous years; or (2) before principal or interest due
in the same financial year has not been paid to the lenders; or (3) if the after-tax profit is not
adequate for the next installment of repayment of principal, interest and expenses to the
lenders; and

. maintain the loan-to-value ratio of the total amount of guarantees so that it shall not exceed
50% and the total amount of guarantees and the amount of a single guarantee shall not exceed
the responsive limited amount pursuant to the articles of association.

Security / Guarantee

The working capital facilities are usually guaranteed by other subsidiaries of the Company up to the
relevant maximum guaranteed amount by such guarantors. Certain of the facilities are secured by pledges
of equity interests and certain assets, such as property rights, land use rights, inventories, notes
receivables, restricted bank balances.

Events of Default

These banking facilities contain certain customary events of default, including breaches of terms of
the facilities agreement, any events or circumstances that result in a materially adverse change in the
business or financial condition of the borrower, borrower’s dissolution and insolvency, falsehoods,
misleading statements or material omissions, misuse of foreign exchange and cross defaults under other
loans. The banks are entitled to terminate their respective agreements and/or demand immediate
repayment of all or part of the loans and any accrued interest upon the occurrence of an event of default.

Overdraft Facilities

Certain PRC subsidiaries of the Company have entered into overdraft agreements with China
Everbright Bank and China Citic Bank. These banking facilities typically are used to fund the payment of
cars purchase. Such overdraft facilities generally have a term of 6 months to a year and are renewable
upon their expirations. As of December 31, 2010, the Company’s PRC subsidiaries had no indebtedness
under such facilities.

Covenants and undertakings

Under these banking facilities, the relevant PRC subsidiaries (each in the capacity of borrower) have
agreed, among other things, to:

. give an at least 30 days notice to and seek written consent from the lenders prior to any
restructuring, changes to corporate governance structure, joint venture, merger and

acquisitions, spin-off, transfer of any substantial assets; and

. give an immediate written notice the lenders on any events that could result in material adverse
impact on the borrower’s ability to repay the loan.

Security

The legal person account overdraft contracts are usually secured in form of mortgage or pledge on
the purchased cars.
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Events of Default

These banking facilities contain certain customary events of default, including breaches of terms of
the facilities agreement, any events or circumstances that result in a materially adverse change in the
business or financial condition of the borrower, borrower’s dissolution and insolvency, falsehoods,
misleading statements or material omissions, misuse of foreign exchange and cross defaults under other
loans. The banks are entitled to terminate their respective agreements and/or demand immediate
repayment of all or part of the loans and any accrued interest upon the occurrence of an event of default.

AUTHORIZED RETAILER FINANCING ARRANGEMENTS

Certain PRC subsidiaries of the Company have entered into authorized retailer financing contracts
with financing companies such as GMAC-SAIC Automotive Finance Limited, Volkswagen Finance
(China) Co., Ltd., First AutoMobile Finance Co., Ltd., Mercedes-Benz Auto Finance Ltd. These facilities
typically are used to fund the payment of cars purchase by means of general credit. The term of such
financing arrangement is generally one year. As of December 31, 2010, the Company’s PRC subsidiaries
had total bills payable of approximately RMB2,715.0 million outstanding under such facilities.

Interest

The principal amounts outstanding under the financing facilities bear interest at a floating rate
calculated by reference to the offered rate. Interest payments are generally payable monthly.

Covenants and undertakings

Under these facilities, the relevant PRC subsidiaries (each in the capacity of borrower) have agreed,
among other things, to:

— seek prior consent from the lenders on drawing or obtaining loans provided by other banks or
through other channels;

— not to or not agree to create any pledge or other encumbrances on the loaned cars; and
— not to pledge the qualification certificate or use it as guarantee or support of any financing.
Events of Default

These banking facilities contain certain customary events of default, including breaches of terms of
the facilities agreement, any events or circumstances that result in a materially adverse change in the
business or financial condition of the borrower, borrower’s disbandment, dismantlement and insolvency,
falsehoods, misleading statements or material omissions, misuse of foreign exchange and cross defaults
under other loans. The banks are entitled to terminate their respective agreements and/or demand
immediate repayment of all or part of the loans and any accrued interest upon the occurrence of an event
of default.
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DESCRIPTION OF THE NOTES

For purposes of this “Description of the Notes,” the term “Company” refers only to Zhongsheng
Group Holdings Limited, and any successor obligor on the Notes, and not to any of its Subsidiaries. Each
Subsidiary of the Company that guarantees the Notes is referred to as a “Subsidiary Guarantor,” and each
such guarantee is referred to as a “Subsidiary Guarantee.” Each Subsidiary of the Company that in the
future provides a JV Subsidiary Guarantee (as defined herein) is referred to as a “JV Subsidiary
Guarantor.”

The Notes are to be issued under an indenture (the “Indenture”), to be dated as of the Original Issue
Date, among the Company, the Subsidiary Guarantors, as guarantors, and The Bank of New York Mellon,
London Branch, as trustee (the “Trustee”).

The following is a summary of certain material provisions of the Indenture, the Notes, the
Subsidiary Guarantees and the JV Subsidiary Guarantees (if any). This summary does not purport to be
complete and is qualified in its entirety by reference to all of the provisions of the Indenture, the Notes,
the Subsidiary Guarantees and the JV Subsidiary Guarantees (if any). It does not restate those agreements
in their entirety. Whenever particular sections or defined terms of the Indenture not otherwise defined
herein are referred to, such sections or defined terms are incorporated herein by reference. Copies of the
Indenture will be available on or after the Original Issue Date at the corporate trust office of the Trustee
at 40th Floor, One Canada Square, London E14 SAL, United Kingdom.

Brief Description of the Notes
The Notes are:
. general obligations of the Company;

. senior in right of payment to any existing and future obligations of the Company expressly
subordinated in right of payment to the Notes;

. at least pari passu in right of payment with all other unsecured, unsubordinated Indebtedness
of the Company (subject to any priority rights of such unsubordinated Indebtedness pursuant to
applicable law);

. guaranteed by the Subsidiary Guarantors on a senior basis, subject to the limitations described
below under the caption “— The Subsidiary Guarantees and the JV Subsidiary Guarantees”
and in “Risk Factors — Risks Relating to the Subsidiary Guarantees and the JV Subsidiary
Guarantees”;

. effectively subordinated to the secured obligations of the Company, the Subsidiary Guarantors
and the JV Subsidiary Guarantors (if any), to the extent of the value of the assets serving as
security therefor; and

. effectively subordinated to all existing and future obligations of the Non-Guarantor
Subsidiaries (as defined below).

The Notes will mature on April 21, 2014, unless earlier redeemed pursuant to the terms thereof and
the Indenture. The Indenture allows additional Notes to be issued from time to time (the “Additional
Notes”), subject to certain limitations described under “— Further Issues.” Unless the context requires
otherwise, references to the “Notes” for all purposes of the Indenture and this “Description of the Notes”
include any Additional Notes that are actually issued. The Notes will bear interest at 4.75% per annum
from the Original Issue Date or from the most recent interest payment date to which interest has been paid
or duly provided for, payable semi-annually in arrears on April 21 and October 21 of each year (each an
“Interest Payment Date”), commencing October 21, 2011.
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Interest on the Notes will be paid to Holders of record at the close of business on April 6 or October
6 immediately preceding an Interest Payment Date (each, a “Record Date”), notwithstanding any transfer,
exchange or cancellation thereof after a Record Date and prior to the immediately following Interest
Payment Date. In any case in which the date of the payment of principal of, premium or interest on the
Notes is not a Business Day in the relevant place of payment or in the place of business of the Paying
Agent, then payment of such principal, premium or interest need not be made in such place on such date
but may be made on the next succeeding Business Day in such place. Any payment made on such
Business Day shall have the same force and effect as if made on the date on which such payment is due,
and no interest on the Notes shall accrue for the period after such date. Interest on the Notes will be
calculated on the basis of a 365-day year.

The Notes will be issued only in fully registered form, without coupons, in denominations of
RMB500,000 and integral multiples of RMB 10,000 in excess thereof. No service charge will be made for
any registration of transfer or exchange of Notes, but the Company may require payment of a sum
sufficient to cover any transfer tax or other similar governmental charge payable in connection therewith.

All payments on the Notes will be made in RMB by the Company at the office or agency of the
Company maintained for that purpose in Hong Kong (which initially will be the corporate trust office of
the Paying Agent, currently located at The Bank of New York Mellon, Hong Kong Branch, Level 24,
Three Pacific Place, 1 Queen’s Road East, Hong Kong), and the Notes may be presented and surrendered
for registration of transfer or exchange at such office or agency; provided, however, that, at the option of
the Company, payment of interest may instead be made by check from the Company mailed to the Holders
at such address appears in the Note register. Interest payable on the Notes held through CMU will be
available to CMU participants on the Business Day following payment thereof.

The Subsidiary Guarantees and the JV Subsidiary Guarantees

The initial Subsidiary Guarantors that will execute the Indenture on the Original Issue Date will
consist of all of the Company’s Restricted Subsidiaries other than the Non-Guarantor Subsidiaries. All of
the initial Subsidiary Guarantors are holding companies that do not have significant operations. The
following Restricted Subsidiaries will not be Subsidiary Guarantors on the Original Issue Date:

. all Subsidiaries organized under the laws of the PRC (together, the “PRC Non-Guarantor
Subsidiaries™); and

. B&L Motor Holding Co. Ltd., Better Life International Motor Co. Ltd., Country Vantage
Limited, New Wing Enterprises Limited, Reaper Global Limited, WIT Thrive Limited and
Worldwide Channel International Limited (the “Other Non-Guarantor Subsidiaries”, and
together with the PRC Non-Guarantor Subsidiaries, the “Non-Guarantor Subsidiaries”).

None of the existing Non-Guarantor Subsidiaries will at any time in the future provide a Subsidiary
Guarantee or JV Subsidiary Guarantee, except that if any of the Other Non-Guarantor Subsidiaries were
to Guarantee the Indebtedness of the Company or any Subsidiary Guarantor after the Original Issue Date,
such Other Non-Guarantor Subsidiary will be required to deliver to the Trustee, as soon as practicable
after entering into such Guarantee and to the extent permitted by applicable laws, a duly executed
supplemental indenture to the Indenture pursuant to which such Other Non-Guarantor Subsidiary will
Guarantee the payment of the Notes as either a Subsidiary Guarantor or a JV Subsidiary Guarantor,
provided that such Other Non-Guarantor Subsidiary would not be required to provide such Guarantee at
any time when it would be an “investment company” as defined under the United States Investment
Company Act of 1940, as amended.

Moreover, no future Restricted Subsidiaries organized under the laws of the PRC will provide a
Subsidiary Guarantee or JV Subsidiary Guarantee at any time in the future. Although the Indenture
contains limitations on the amount of additional Indebtedness that Restricted Subsidiaries organized
under the laws of the PRC and the Other Non-Guarantor Subsidiaries may incur, the amount of such
additional Indebtedness could be substantial. In the event of a bankruptcy, liquidation or reorganization
of any Non-Guarantor Subsidiary, such Non-Guarantor Subsidiary will pay the holders of its debt and its
trade creditors before it will be able to distribute any of its assets to the Company.
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In the case of any Restricted Subsidiary (i) that is established after the Original Issue Date and (ii)
that is organized under the laws of a jurisdiction other than the PRC, such Restricted Subsidiary shall be
required to promptly deliver to the Trustee, to the extent permitted by applicable laws, a duly executed
supplemental indenture to the Indenture pursuant to which such Restricted Subsidiary will Guarantee the
payment of the Notes as either a Subsidiary Guarantor or JV Subsidiary Guarantor, provided that such
Restricted Subsidiary would not be required to provide such Guarantee at any time when it would be an
“investment company” as defined under the United States Investment Company Act of 1940, as amended.

In the case of a Restricted Subsidiary (i) that is established after the Original Issue Date, (ii) that is
incorporated in any jurisdiction other than the PRC and (iii) in respect of which the Company owns,
directly or indirectly, no more than 80.0% of the issued Capital Stock of such Restricted Subsidiary, the
Company may provide a JV Subsidiary Guarantee (as defined below) instead of a Subsidiary Guarantee
for (a) such Restricted Subsidiary and (b) the Restricted Subsidiaries of such Restricted Subsidiary that
are organized in any jurisdiction other than the PRC, if the following conditions are satisfied or complied
with:

. the Company and such JV Subsidiary Guarantor deliver to the Trustee:

(i) aduly executed JV Subsidiary Guarantee (in the form of a supplemental indenture to the
Indenture) of such JV Subsidiary Guarantor and each Restricted Subsidiary of such JV
Subsidiary Guarantor that is not organized under the laws of the PRC (each, a “JV
Subsidiary Guarantee™), which provides, among other things, that the aggregate claims of
the Trustee under such JV Subsidiary Guarantee and all JV Subsidiary Guarantees
provided by the Restricted Subsidiaries and shareholders of such JV Subsidiary
Guarantor will be limited to the JV Entitlement Amount;

(i) an Officers’ Certificate certifying a copy of a Board Resolution to the effect that such JV
Subsidiary Guarantee has been approved by a majority of the disinterested members of
the Board of Directors; and

(iii) a legal opinion by a law firm of recognized international standing confirming that under
New York law such JV Subsidiary Guarantee is valid, binding and enforceable against the
JV Subsidiary Guarantor providing such JV Subsidiary Guarantee (subject to customary
qualifications and assumptions);

. as of the date of execution of the JV Subsidiary Guarantee, after giving effect to the issuance or
sale of Capital Stock in such JV Subsidiary Guarantor, the Non-Guaranteed Portion with
respect to all of the JV Subsidiary Guarantors then existing and their respective Restricted
Subsidiaries does not exceed 30% of Total Assets; and

. as of the date of execution of the JV Subsidiary Guarantee, no document exists (other than the
Indenture) that is binding on the Company or any of the Restricted Subsidiaries that would
have the effect of (a) prohibiting the Company or any of the Restricted Subsidiaries from
providing such JV Subsidiary Guarantee or (b) requiring the Company or any of the Restricted
Subsidiaries to deliver or keep in place a guarantee on terms that are more favorable to the
recipients of such guarantee than the JV Subsidiary Guarantee.

In the event of a bankruptcy, liquidation or reorganization of any Non-Guarantor Subsidiary, such
Non-Guarantor Subsidiary will pay the holders of its debt and its trade creditors before it will be able to
distribute any of its assets to the Company.

As of December 31, 2010,

d the Company and its consolidated subsidiaries had total bank loans and other borrowings of
approximately RMB4,924.5 million, of which RMB859.4 million was secured and
RMB1,182.0 million was guaranteed; and

. the Non-Guarantor Subsidiaries had total bank loans and other borrowings of approximately

RMB4,924.5 million, of which RMB859.4 million was secured and RMB1,182.0 million was
guaranteed.
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In addition, as of December 31, 2010, the Non-Guarantor Subsidiaries had total capital
commitments of approximately RMB171.6 million and no contingent liabilities.

The Subsidiary Guarantee of each Subsidiary Guarantor:
. is a general obligation of such Subsidiary Guarantor;

. is effectively subordinated to secured obligations of such Subsidiary Guarantor, to the extent
of the value of the assets serving as security therefor;

. is senior in right of payment to all future obligations of such Subsidiary Guarantor expressly
subordinated in right of payment to such Subsidiary Guarantee; and

. ranks at least pari passu with all unsecured, unsubordinated Indebtedness of such Subsidiary
Guarantor (subject to any priority rights of such unsubordinated Indebtedness pursuant to
applicable law).

If any is provided, the JV Subsidiary Guarantee of each JV Subsidiary Guarantor:
. will be a general obligation of such JV Subsidiary Guarantor;
. will be enforceable only up to the JV Entitlement Amount;

. will be effectively subordinated to secured obligations of such JV Subsidiary Guarantor, to the
extent of the value of the assets serving as security therefor;

. will be limited to the JV Entitlement Amount and will be senior in right of payment to all future
obligations of such JV Subsidiary Guarantor expressly subordinated in right of payment to
such JV Subsidiary Guarantee; and

. will be limited to the JV Entitlement Amount and will rank at least pari passu with all other
unsecured, unsubordinated Indebtedness of such JV Subsidiary Guarantor (subject to any
priority rights of such unsubordinated Indebtedness pursuant to applicable law).

The Company will cause each of its future Restricted Subsidiaries (other than Persons organized
under the laws of the PRC), as soon as practicable after becoming a Restricted Subsidiary, to execute and
deliver to the Trustee, to the extent permitted by applicable laws, a supplemental indenture to the
Indenture, pursuant to which such Restricted Subsidiary will guarantee the payment of the Notes on a
senior basis as either a Subsidiary Guarantor or a JV Subsidiary Guarantor, provided that such Restricted
Subsidiary would not be required to provide such Guarantee at any time when it would be an “investment
company” as defined under the United States Investment Company Act of 1940, as amended. Each
Restricted Subsidiary that guarantees the Notes after the Original Issue Date other than a JV Subsidiary
Guarantor is referred to as a “Future Subsidiary Guarantor” and upon execution of the applicable
supplemental indenture to the Indenture will be a “Subsidiary Guarantor.”

Under the Indenture, and any supplemental indenture to the Indenture, as applicable, each of the
Subsidiary Guarantors and JV Subsidiary Guarantors (if any) will jointly and severally guarantee the due
and punctual payment of the principal of, premium, if any, and interest on, and all other amounts payable
under, the Notes; provided that any JV Subsidiary Guarantee will be limited to the JV Entitlement
Amount. The Subsidiary Guarantors and the JV Subsidiary Guarantors will (1) agree that their respective
obligations under the Subsidiary Guarantees and the JV Subsidiary Guarantees, as the case may be, will
be enforceable irrespective of any invalidity, irregularity or unenforceability of the Notes or the Indenture
and (2) waive their right to require the Trustee to pursue or exhaust its legal or equitable remedies against
the Company prior to exercising its rights under the Subsidiary Guarantees and the JV Subsidiary
Guarantees, as the case may be. Moreover, if at any time any amount paid under a Note or the Indenture
is rescinded or must otherwise be restored, the rights of the Holders under the Subsidiary Guarantees and
the JV Subsidiary Guarantees (if any), as the case may be, will be reinstated with respect to such payment
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as though such payments had not been made. All payments under the Subsidiary Guarantees and the JV
Subsidiary Guarantees (if any), as the case may be, are required to be made in RMB.

Under the Indenture, and any supplemental indenture to the Indenture, as applicable,

. each Subsidiary Guarantee will be limited to an amount not to exceed the maximum amount
that can be guaranteed by the applicable Subsidiary Guarantor without rendering the
Subsidiary Guarantee, as it relates to such Subsidiary Guarantor, voidable under applicable
law relating to fraudulent conveyance or fraudulent transfer or similar laws affecting the rights
of creditors generally; and

. each JV Subsidiary Guarantee (if any) will be limited to an amount which is the lower of (i) the
JV Entitlement Amount and (ii) an amount not to exceed the maximum amount that can be
guaranteed by the applicable JV Subsidiary Guarantor without rendering the JV Subsidiary
Guarantee, as it relates to such JV Subsidiary Guarantor, voidable under applicable law
relating to fraudulent conveyance or fraudulent transfer or similar laws affecting the rights of
creditors generally.

If a Subsidiary Guarantee or a JV Subsidiary Guarantee were to be rendered voidable, it could be
subordinated by a court to all other indebtedness (including guarantees and other contingent liabilities) of
the applicable Subsidiary Guarantor or JV Subsidiary Guarantor, as the case may be, and, depending on
the amount of such indebtedness, a Subsidiary Guarantor’s liability on its Subsidiary Guarantee or a JV
Subsidiary Guarantor’s liability on its JV Subsidiary Guarantee, as the case may be, could in each case be
reduced to zero.

The obligations of each Subsidiary Guarantor under its Subsidiary Guarantee may be limited, or
possibly invalid, under applicable laws. Similarly, the obligations of each JV Subsidiary Guarantor under
its respective JV Subsidiary Guarantee, if any, may be limited, or possibly invalid, under applicable laws.
See “Risk Factors — Risks Relating to the Subsidiary Guarantees and the JV Subsidiary Guarantees—
The Subsidiary Guarantees or JV Subsidiary Guarantees may be challenged under applicable insolvency
or fraudulent transfer laws, which could impair the enforceability of the Subsidiary Guarantees or JV
Subsidiary Guarantees.”

Release of the Subsidiary Guarantees and JV Subsidiary Guarantees

A Subsidiary Guarantee given by a Subsidiary Guarantor and a JV Subsidiary Guarantee given by a
JV Subsidiary Guarantor, if any, may be released in certain circumstances, including:

i upon repayment in full of the Notes;
. upon a defeasance as described under “— Defeasance — Defeasance and Discharge”;

. in the case of a Subsidiary Guarantee, upon the replacement of such Subsidiary Guarantee with
a JV Subsidiary Guarantee in compliance with the terms of the Indenture;

d upon the designation by the Company of a Subsidiary Guarantor or a JV Subsidiary Guarantor,
as the case may be, as an Unrestricted Subsidiary in compliance with the terms of the
Indenture; or

J upon the sale, merger or consolidation of a Subsidiary Guarantor or a JV Subsidiary Guarantor,
as the case may be, in compliance with the terms of the Indenture (including the covenants
under the captions “— Certain Covenants — Limitation on Asset Sales” and “—
Consolidation, Merger and Sale of Assets”) resulting in such Subsidiary Guarantor or JV
Subsidiary Guarantor, as the case may be, no longer being a Restricted Subsidiary, so long as
(1) such Subsidiary Guarantor or JV Subsidiary Guarantor, as the case may be, is
simultaneously released from its obligations in respect of any of the Company’s other
Indebtedness or any Indebtedness of any other Restricted Subsidiary and (2) the proceeds from
such sale or disposition are used for the purposes permitted or required by the Indenture.
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No release of a Subsidiary Guarantor from its Subsidiary Guarantee or a JV Subsidiary Guarantor
from its JV Subsidiary Guarantee, if any, shall be effective against the Trustee or the Holders until the
Company has delivered to the Trustee an Officer’s Certificate stating that all requirements relating to
such release have been complied with and that such release is authorized and permitted by the Indenture.

Replacement of Subsidiary Guarantees with JV Subsidiary Guarantees

A Subsidiary Guarantee given by a Subsidiary Guarantor may be released following the sale or
issuance by the Company or any of its Restricted Subsidiaries of Capital Stock in (a) such Subsidiary
Guarantor or (b) any other Subsidiary Guarantor that, directly or indirectly, owns a majority of the
Capital Stock of such Subsidiary Guarantor, in each case where following such sale or issuance the
Company owns, directly or indirectly, no more than 80% of the issued Capital Stock of the relevant
Subsidiary Guarantor, provided that the following conditions are satisfied or complied with:

. as of the date of such proposed release, no document exists (other than the Indenture) that is
binding on the Company or any of the Restricted Subsidiaries that would have the effect of (a)
prohibiting the Company or any of the Restricted Subsidiaries from releasing such Subsidiary
Guarantee, (b) prohibiting the Company or any of the Restricted Subsidiaries from providing
such JV Subsidiary Guarantee or (c) requiring the Company or any of the Restricted
Subsidiaries to deliver or keep in force a replacement guarantee on terms that are more
favorable to the recipients of such guarantee than the recipient of the JV Subsidiary Guarantee;

d such sale or issuance of Capital Stock is made to an Independent Third Party at a consideration
that is not less than the appraised value of such Capital Stock by an independent appraisal firm
of recognized international standing appointed by the Company, provided that no such
appraisal is required if the sale or issuance of Capital Stock to such Independent Third Party is
made within 180 days after land use rights are acquired by such Subsidiary Guarantor or any
Restricted Subsidiary of such Subsidiary Guarantor;

. concurrently with the release of such Subsidiary Guarantee, the Company shall or shall cause
such JV Subsidiary Guarantor to deliver to the Trustee:

(i) (A) a duly executed JV Subsidiary Guarantee (in the form of a supplemental indenture to
the Indenture) of such JV Subsidiary Guarantor and each Restricted Subsidiary of such
JV Subsidiary Guarantor that is not organized under the laws of the PRC which provides,
among other things, that the aggregate claims of the Trustee under such JV Subsidiary
Guarantee and all JV Subsidiary Guarantees provided by the Restricted Subsidiaries and
shareholders of such JV Subsidiary Guarantor will be limited to the JV Entitlement
Amount;

(i) an Officers’ Certificate certifying a copy of a Board Resolution to the effect that such JV
Subsidiary Guarantee has been approved by a majority of the disinterested members of
the Board of Directors; and

(iii) a legal opinion by a law firm of recognized international standing confirming that under
New York law such JV Subsidiary Guarantee is valid, binding and enforceable against the
JV Subsidiary Guarantor providing such JV Subsidiary Guarantee (subject to customary
qualifications and assumptions).

Notwithstanding the foregoing paragraph, any such sale or issuance of the Capital Stock of the
relevant Subsidiary Guarantor (including where such sale results in the relevant Subsidiary Guarantor
ceasing to be a Restricted Subsidiary) will need to comply with the other covenants set forth in the
Indenture, including the “Limitation on Asset Sales” and “Limitation on Restricted Payments” covenants.

Any Net Cash Proceeds from the sale of such Capital Stock shall be applied by the Company (or any
Restricted Subsidiary) in accordance with the “Limitation on Asset Sales” covenant.
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As of the date of the Indenture, all of the Company’s Subsidiaries will be “Restricted Subsidiaries.”
However, under the circumstances described below under the caption “— Certain Covenants —
Designation of Restricted and Unrestricted Subsidiaries,” the Company will be permitted to designate
certain of its Subsidiaries as “Unrestricted Subsidiaries.” The Company’s Unrestricted Subsidiaries will
generally not be subject to the restrictive covenants in the Indenture. The Company’s Unrestricted
Subsidiaries will not Guarantee the Notes.

Further Issues

Subject to the covenants described below and in accordance with the terms of the Indenture,, the
Company may, from time to time, without notice to or the consent of the Holders, create and issue
Additional Notes having the same terms and conditions as the Notes (including the benefit of the
Subsidiary Guarantees and JV Subsidiary Guarantees) in all respects (or in all respects except for the
issue date, issue price and the date and/or amount of first payment of interest on them and, to the extent
necessary, certain temporary securities law transfer restrictions) (a “Further Issue”) so that such
Additional Notes may be consolidated and form a single class with the previously outstanding Notes and
vote together as one class on all matters with respect to the Notes; provided that the issuance of any such
Additional Notes shall then be permitted under the “Limitation on Indebtedness and Preferred Stock”
covenant described below and the other provisions of the Indenture.

Repurchase of Notes Upon a Change of Control Triggering Event

Not later than 30 days following a Change of Control Triggering Event, the Company will make an
Offer to Purchase all outstanding Notes (a “Change of Control Offer”) at a purchase price equal to 101%
of the principal amount thereof plus accrued and unpaid interest, if any, to (but not including) the Offer to
Purchase Payment Date.

The Company has agreed in the Indenture that it will timely repay all Indebtedness or obtain
consents as necessary under, or terminate, agreements or instruments that would otherwise prohibit a
Change of Control Offer required to be made pursuant to the Indenture. Notwithstanding this agreement
of the Company, it is important to note that if the Company is unable to repay (or cause to be repaid) all
of the Indebtedness, if any, that would prohibit repurchase of the Notes or is unable to obtain the requisite
consents of the holders of such Indebtedness, or terminate any agreements or instruments that would
otherwise prohibit a Change of Control Offer, it would continue to be prohibited from purchasing the
Notes. In that case, the Company’s failure to purchase tendered Notes would constitute an Event of
Default under the Indenture.

On the Offer to Purchase Payment Date, the Company shall to the extent lawful: (a) accept for
payment on a pro rata basis Notes or portions thereof tendered pursuant to an Offer to Purchase; (b)
deposit with the Paying Agent money sufficient to pay the purchase price of all Notes or portions thereof
so accepted; and (c) deliver, or cause to be delivered, to the Trustee all Notes or portions thereof so
accepted together with an Officers’ Certificate specifying the Notes or portions thereof accepted for
payment by the Company. The Paying Agent shall promptly mail to the Holders so accepted payment in
an amount equal to the purchase price, and the Trustee or an authenticating agent shall promptly
authenticate and mail to such Holders a new Note equal in principal amount to any unpurchased portion
of the Note surrendered; provided that each Note purchased and each new Note issued shall be in a
principal amount of RMB500,000 or integral multiples of RMB10,000. The Company will publicly
announce the results of an Offer to Purchase as soon as practicable after the Payment Date.

The Company will not be required to make an Offer to Purchase if a third party makes the Offer to
Purchase in compliance with the requirements set forth in the indenture applicable to an Offer to Purchase
made by the Company and purchases all Notes properly tendered and not withdrawn under the Offer to
Purchase.

The offer is required to contain or incorporate by reference information concerning the business of

the Company and its Subsidiaries which the Company in good faith believes will assist such Holders to
make an informed decision with respect to the Offer to Purchase, including a brief description of the
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events requiring the Company to make the Offer to Purchase, and any other information required by
applicable law to be included therein. The offer is required to contain all instructions and materials
necessary to enable such Holders to tender Notes pursuant to the Offer to Purchase.

The definition of Change of Control includes a phrase relating to the sale of “all or substantially all”
the assets of the Company. Although there is a limited body of case law interpreting the phrase
“substantially all,” no precise definition of the phrase has been established. Accordingly, the ability of a
Holder to require the Company to repurchase such Holder’s Notes as a result of a sale or transfer of less
than all the assets of the Company to another person or group is uncertain and will be dependent upon
particular facts and circumstances.

Certain of the events constituting a Change of Control Triggering Event under the Notes will also
constitute an event of default under certain debt instruments of the Company and its Subsidiaries. Future
debt of the Company may also (1) prohibit the Company from purchasing Notes in the event of a Change
of control Trigger Event; (2) provide that a Change of Control Trigger Event is a default; or (3) require
repurchase of such debt upon a Change of Control Trigger Event. Moreover, the exercise by the Holders
of their right to require the Company to purchase the Notes could cause a default under other
Indebtedness, even if the Change of Control Triggering Event itself does not, due to the financial effect of
the purchase on the Company. The Company’s ability to pay cash to the Holders following the occurrence
of a Change of Control Triggering Event may be limited by the Company’s and the Subsidiary
Guarantors’ then-existing financial resources. There can be no assurance that sufficient funds will be
available when necessary to make the required purchase of the Notes. Se the section entitled “Risk
Factors — Risks Relating to the Notes — The Company may not be able to repurchase the Notes upon a
Change of Control Triggering Event.”

Except as described above with respect to a Change of Control Triggering Event, the Indenture does
not contain provisions that permit the Holders to require that the Company purchase or redeem the Notes
in the event of a takeover, recapitalization or similar transaction. The Trustee shall not be required to take
any steps to ascertain whether a Change of Control has occurred or may occur, and shall be entitled to
assume that no such event has occurred unless an officer of the Trustee has actual knowledge or the
Trustee has received written notice of the occurrence of such event. The Trustee shall not be responsible
for determining or verifying whether a Note is to be accepted for purchase under a Change of Control
Offer and will not be responsible to the Holders for any loss arising from any failure by it to do so.
Neither the Trustee nor any Agent shall be under any duty to determine, calculate or verify the amount
payable under a Change of Control Offer and will not be responsible to the Holders for any loss arising
from any failure by it to do so.

No Mandatory Redemption or Sinking Fund

There will be no mandatory redemption or sinking fund payments for the Notes. However, under
certain circumstances (including as described under “— Repurchase of Notes Upon a Change of Control
Triggering Event”), the Company may be required to repurchase the Notes. The Company may also at any
time and from time to time purchase Notes in the open market or otherwise.

Additional Amounts

All payments of principal of, and premium (if any) and interest on the Notes or under the Subsidiary
Guarantees or JV Subsidiary Guarantees (if any) will be made without withholding or deduction for, or on
account of, any present or future taxes, duties, assessments or governmental charges of whatever nature
imposed or levied by or within any jurisdiction in which the Company, a Surviving Person (as defined
under the caption “— Consolidation, Merger and Sale of Assets”), an applicable Subsidiary Guarantor or
an applicable JV Subsidiary Guarantor is organized or resident for tax purposes or through which
payment is made (or any political subdivision or taxing authority thereof or therein) (each, as applicable,
a “Relevant Jurisdiction”), unless such withholding or deduction is required by law or by regulation or
governmental policy having the force of law. In the event that any such withholding or deduction is so
required, the Company, a Surviving Person, the applicable Subsidiary Guarantor or the applicable JV
Subsidiary Guarantor, as the case may be, will pay such additional amounts (“Additional Amounts”) as
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will result in receipt by the Holder of each Note, a Subsidiary Guarantee or JV Subsidiary Guarantee, as
the case may be, of such amounts as would have been received by such Holder had no such withholding
or deduction been required, except that no Additional Amounts shall be payable:

(1) for or on account of:

(2)

(@)

(b)

(c)

(d)

any tax, duty, assessment or other governmental charge that would not have been imposed
but for:

(1)

(ii)

(iii)

(iv)

the existence of any present or former connection between the Holder or beneficial
owner of such Note or Subsidiary Guarantee or JV Subsidiary Guarantee, as the case
may be, and the Relevant Jurisdiction other than merely holding such Note or the
receipt of payments thereunder or under a Subsidiary Guarantee or JV Subsidiary
Guarantee, including, without limitation, such Holder or beneficial owner being or
having been a national, domiciliary or resident of such Relevant Jurisdiction or
treated as a resident thereof or being or having been physically present or engaged in
a trade or business therein or having or having had a permanent establishment
therein;

the presentation of such Note (in cases in which presentation is required) more than
30 days after the later of the date on which the payment of the principal of, premium,
if any, and interest on, such Note became due and payable pursuant to the terms
thereof or was made or duly provided for, except to the extent that the Holder thereof
would have been entitled to such Additional Amounts if it had presented such Note
for payment on any date within such 30-day period;

the failure of the Holder or beneficial owner to comply with a timely request of the
Company, a Surviving Person or any Subsidiary Guarantor or JV Subsidiary
Guarantor addressed to the Holder or beneficial owner, as the case may be, to
provide information concerning such Holder’s or beneficial owner’s nationality,
residence, identity or connection with any Relevant Jurisdiction, if and to the extent
that due and timely compliance with such request would have reduced or eliminated
any withholding or deduction as to which Additional Amounts would have otherwise
been payable to such Holder;

the presentation of such Note (in cases in which presentation is required) for
payment in the Relevant Jurisdiction, unless such Note could not have been
presented for payment elsewhere;

any estate, inheritance, gift, sale, transfer, personal property or similar tax, assessment or
other governmental charge;

any withholding or deduction that is imposed or levied on a payment to an individual and
is required to be made pursuant to European Council Directive 2003/48/EC or any other
Directive implementing the conclusions of the ECOFIN Council meeting of November
26-27, 2000 on the taxation of savings income or any law implementing or complying
with, or introduced in order to conform to, such Directives; or

any combination of taxes, duties, assessments or other governmental charges referred to
in the preceding clauses (a), (b) and (c); or

to a Holder that is a fiduciary, partnership or person other than the sole beneficial owner of any
payment to the extent that such payment would be required to be included in the income under
the laws of a Relevant Jurisdiction, for tax purposes, of a beneficiary or settlor with respect to
the fiduciary, or a member of that partnership or a beneficial owner who would not have been
entitled to such Additional Amounts had that beneficiary, settlor, partner or beneficial owner
been the Holder thereof.
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Whenever there is mentioned in any context the payment of principal of, and any premium or
interest on, any Note or under any Subsidiary Guarantee or JV Subsidiary Guarantee, such mention shall
be deemed to include payment of Additional Amounts provided for in the Indenture to the extent that, in
such context, Additional Amounts are, were or would be payable in respect thereof.

Redemption for Taxation Reasons

The Notes may be redeemed, at the option of the Company or a Surviving Person with respect to the
Company, as a whole but not in part, upon giving not less than 30 days’ nor more than 60 days’ notice to
the Holders and upon reasonable notice in advance of such notice to Holders to the Trustee and the Paying
and Transfer Agent (which notice shall be irrevocable), at a redemption price equal to 100% of the
principal amount thereof, together with accrued and unpaid interest (including any Additional Amounts),
if any, to the date fixed by the Company or the Surviving Person, as the case may be, for redemption (the
“Tax Redemption Date”) if, as a result of:

(I) any change in, or amendment to, the laws (or any regulations or rulings promulgated
thereunder) of a Relevant Jurisdiction affecting taxation; or

(2) any change in the existing official position or the stating of an official position regarding the
application or interpretation of such laws, regulations or rulings (including a holding,
judgment or order by a court of competent jurisdiction),

which change or amendment becomes effective or, in the case of an official position, is announced (i)
with respect to the Company or any initial Subsidiary Guarantor, on or after the Original Issue Date, or
(i1) with respect to any Future Subsidiary Guarantor, JV Subsidiary Guarantor or Surviving Person, on or
after the date such Future Subsidiary Guarantor, JV Subsidiary Guarantor or Surviving Person becomes a
Future Subsidiary Guarantor, a JV Subsidiary Guarantor or Surviving Person, with respect to any
payment due or to become due under the Notes or the Indenture, the Company, a Surviving Person or a
Subsidiary Guarantor or JV Subsidiary Guarantor, as the case may be, is, or on the next Interest Payment
Date would be, required to pay Additional Amounts, and such requirement cannot be avoided by the
taking of reasonable measures by the Company, a Surviving Person or a Subsidiary Guarantor or JV
Subsidiary Guarantor, as the case may be; provided that no such notice of redemption shall be given
earlier than 90 days prior to the earliest date on which the Company, such Surviving Person or a
Subsidiary Guarantor or JV Subsidiary Guarantor, as the case may be, would be obligated to pay such
Additional Amounts if a payment in respect of the Notes were then due.

Prior to the mailing of any notice of redemption of the Notes pursuant to the foregoing, the
Company, a Surviving Person or a Subsidiary Guarantor or JV Subsidiary Guarantor, as the case may be,
will deliver to the Trustee at least 30 days but not more than 60 days before the Tax Redemption date:

(1) an Officers’ Certificate stating that such change or amendment referred to in the prior
paragraph has occurred, describing the facts related thereto and stating that such requirement
cannot be avoided by the Company, a Surviving Person or a Subsidiary Guarantor or JV
Subsidiary Guarantor, as the case may be, taking reasonable measures available to it; and

(2) an Opinion of Counsel or an opinion of a tax consultant, in either case of recognized standing
with respect to tax matters of the Relevant Jurisdiction, stating that the requirement to pay such

Additional Amounts results from such change or amendment referred to in the prior paragraph.

The Trustee shall accept such certificate and opinion as sufficient evidence of the satisfaction of the
conditions precedent described above, in which event it shall be conclusive and binding on the Holders.

Any Notes that are redeemed will be cancelled.
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Certain Covenants

Set forth below are summaries of certain covenants contained in the Indenture. For the avoidance of
doubt, neither the Trustee nor any Agent shall have any obligation to monitor the compliance of any of the
following covenants by the Company.

Limitation on Indebtedness and Preferred Stock

(D

(2)

The Company will not, and will not permit any Restricted Subsidiary to, Incur any
Indebtedness (including Acquired Indebtedness), and the Company will not permit any
Restricted Subsidiary to issue Preferred Stock, provided that the Company or any Subsidiary
Guarantor may Incur Indebtedness (including Acquired Indebtedness) and any Restricted
Subsidiary (other than a Subsidiary Guarantor) may Incur Permitted Subsidiary Indebtedness
if, after giving effect to the Incurrence of such Indebtedness and the receipt and application of
the proceeds therefrom, (x) no Default has occurred and is continuing and (y) the Fixed Charge
Coverage Ratio would be not less than 2.0 to 1.0 with respect to any Incurrence of
Indebtedness. Notwithstanding the foregoing, the Company will not permit any Restricted
Subsidiary to Incur any Disqualified Stock or Preferred Stock (other than Disqualified Stock or
Preferred Stock of Restricted Subsidiaries held by the Company or a Subsidiary Guarantor, so
long as it is so held).

Notwithstanding the foregoing, the Company and, to the extent provided below, any Restricted
Subsidiary may Incur each and all of the following (“Permitted Indebtedness”):

(a) Indebtedness under the Notes (excluding any Additional Notes) and each Subsidiary
Guarantee and JV Subsidiary Guarantee;

(b) (i) any Pari Passu Subsidiary Guarantees by any Subsidiary Guarantor or JV Subsidiary
Guarantor or (ii) any Indebtedness of a Subsidiary Guarantor that is guaranteed by the
Company, provided that in the case of (ii) only such guarantee and Indebtedness by the
Company would have been permitted to have been incurred by the Company under this
“Limitation on Indebtedness and Preferred Stock™ covenant;

(c) Indebtedness of the Company or any Restricted Subsidiary outstanding on the Original
Issue Date excluding Indebtedness permitted under clause (d); provided that such
Indebtedness of Restricted Subsidiaries shall be included in the calculation of Permitted
Subsidiary Indebtedness (other than any such Indebtedness excluded in the proviso
contained in the definition of Permitted Subsidiary Indebtedness);

(d) Indebtedness of the Company or any Restricted Subsidiary owed to the Company or any
Restricted Subsidiary; provided that (i) any event which results in any such Restricted
Subsidiary ceasing to be a Restricted Subsidiary or any subsequent transfer of such
Indebtedness (other than to the Company or any Restricted Subsidiary) shall be deemed,
in each case, to constitute an Incurrence of such Indebtedness not permitted by this clause
(d) and (ii) if the Company or any Subsidiary Guarantor or any JV Subsidiary Guarantor
is the obligor on such Indebtedness, such Indebtedness must be unsecured and be
expressly subordinated in right of payment to the Notes, in the case of the Company, the
Subsidiary Guarantee of such Subsidiary Guarantor, in the case of a Subsidiary
Guarantor, or the JV Subsidiary Guarantee, in the case of a JV Subsidiary Guarantor;

(e) Indebtedness (“Permitted Refinancing Indebtedness™) issued in exchange for, or the net
proceeds of which are used to refinance or refund, replace, exchange, renew, repay,
defease, discharge or extend (collectively, “refinance” and “refinances” and “refinanced”
shall have a correlative meaning), then outstanding Indebtedness (or Indebtedness repaid
substantially concurrently with but in any case before the Incurrence of such Permitted
Refinancing Indebtedness) Incurred under the immediately preceding paragraph (1) or
clauses (a), (b), (c), (g) or (m) of this paragraph (2) and any refinancings thereof in an
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()

(2)

(h)

amount not to exceed the amount so refinanced or refunded (plus premiums, accrued
interest, fees and expenses); provided that (i) Indebtedness the proceeds of which are
used to refinance or refund the Notes or Indebtedness that is pari passu with, or
subordinated in right of payment to, the Notes or a Subsidiary Guarantee or a JV
Subsidiary Guarantee shall only be permitted under this clause (e) if (A) in case the Notes
are refinanced in part or the Indebtedness to be refinanced is pari passu with the Notes or
a Subsidiary Guarantee or a JV Subsidiary Guarantee, such new Indebtedness, by its
terms or by the terms of any agreement or instrument pursuant to which such new
Indebtedness is outstanding, is pari passu with, or expressly made subordinate in right of
payment to, the remaining Notes or such Subsidiary Guarantee or such JV Subsidiary
Guarantee, or (B) in case the Indebtedness to be refinanced is subordinated in right of
payment to the Notes or a Subsidiary Guarantee or a JV Subsidiary Guarantee, such new
Indebtedness, by its terms or by the terms of any agreement or instrument pursuant to
which such new Indebtedness is issued or remains outstanding, is expressly made
subordinate in right of payment to the Notes or such Subsidiary Guarantee or such JV
Subsidiary Guarantee at least to the extent that the Indebtedness to be refinanced is
subordinated to the Notes or such Subsidiary Guarantee or such JV Subsidiary Guarantee,
(ii) such new Indebtedness, determined as of the date of Incurrence of such new
Indebtedness, does not mature prior to the Stated Maturity of the Indebtedness to be
refinanced or refunded, and the Average Life of such new Indebtedness is at least equal to
the remaining Average Life of the Indebtedness to be refinanced or refunded, (iii) in no
event may Indebtedness of the Company or any Subsidiary Guarantor be refinanced
pursuant to this clause by means of any Indebtedness of any Restricted Subsidiary that is
not a Subsidiary Guarantor and (iv) in no event may Indebtedness of the Company or any
Subsidiary Guarantor be refinanced pursuant to this clause by means of any Indebtedness
of any JV Subsidiary Guarantor;

Indebtedness Incurred by the Company or any Restricted Subsidiary pursuant to Hedging
Obligations entered into in the ordinary course of business and designed solely to protect
the Company or any Restricted Subsidiary from fluctuations in interest rates, currencies
or the price of commodities and not for speculation;

Indebtedness Incurred by the Company or any Restricted Subsidiary in the ordinary
course of business (i) representing Capitalized Lease Obligations or (ii) constituting
purchase money Indebtedness Incurred for the purpose of financing (x) all or any part of
the purchase price of assets (including the acquisition of business and dealerships), real
or personal property (including the lease purchase price of land use rights) or equipment
to be used in the ordinary course of business by the Company or a Restricted Subsidiary
in the Permitted Business, including any such purchase through the acquisition of Capital
Stock of any Person that owns such assets, real or personal property or equipment which
will, upon acquisition, become a Restricted Subsidiary, or (y) all or any part of the
purchase price or the cost of development, construction or improvement of real or
personal property (including the lease purchase price of land use rights) or equipment to
be used in the ordinary course of business by the Company or such Restricted Subsidiary
in the Permitted Business; provided that in the case of clauses (x) and (y), (A) the
aggregate principal amount of such Indebtedness shall not exceed such purchase price or
cost, (B) such Indebtedness shall be Incurred no later than 180 days after the acquisition
of such property or completion of such development, construction or improvement and
(C) on the date of the Incurrence of such Indebtedness and after giving effect thereto, the
sum of the aggregate amount outstanding of all Indebtedness permitted under this clause
(g) and clause (q) below (together with refinancing thereof), does not exceed an amount
equal to 20% of Total Assets;

Indebtedness Incurred by the Company or any Restricted Subsidiary constituting
reimbursement obligations with respect to workers’ compensation claims or
self-insurance obligations or bid, performance or surety bonds (in each case other than
for an obligation for borrowed money);

- 151 -



9]

€)

(9]

)

(m)

(n)

(0)

Indebtedness Incurred by the Company or any Restricted Subsidiary constituting
reimbursement obligations with respect to letters of credit or trade guarantees issued in
the ordinary course of business to the extent that such letters of credit or trade guarantees
are not drawn upon or, if drawn upon, to the extent such drawing is reimbursed no later
than the 180 days following receipt by the Company or such Restricted Subsidiary of a
demand for reimbursement;

Indebtedness arising from agreements providing for indemnification, adjustment of
purchase price or similar obligations, or from Guarantees or letters of credit, surety bonds
or performance bonds securing any obligation of the Company or any Restricted
Subsidiary pursuant to such agreements, in any case, Incurred in connection with the
disposition of any business, assets or Restricted Subsidiary, other than Guarantees of
Indebtedness Incurred by any Person acquiring all or any portion of such business, assets
or Restricted Subsidiary for the purpose of financing such acquisition; provided that the
maximum aggregate liability in respect of all such Indebtedness in the nature of such
Guarantee shall at no time exceed the gross proceeds actually received from the sale of
such business, assets or Restricted Subsidiary; provided further that, notwithstanding the
foregoing, with respect only to the sale or disposition of any business, assets or Restricted
Subsidiary that is contributing an operating loss to the Group, the maximum aggregate
liability in respect of each such Indebtedness in the nature of such Guarantee shall at no
time exceed the gross proceeds actually received from the sale or disposition of each such
business, assets or Restricted Subsidiary by more than RMB150 million (or the RMB
Equivalent thereof);

Indebtedness arising from the honoring by a bank or other financial institution of a check,
draft or similar instrument drawn against insufficient funds in the ordinary course of
business provided, however, that such Indebtedness is extinguished within ten Business
Days of Incurrence;

(i) Guarantees by the Company or any Subsidiary Guarantor of Indebtedness of the
Company or any Restricted Subsidiary that was permitted to be Incurred by another
provision of this covenant (but excluding Guarantees of Indebtedness of any Other
Non-Guarantor Subsidiary for so long as such entity is not a Subsidiary Guarantor) or (ii)
Guarantees by any Restricted Subsidiary (that is not a Subsidiary Guarantor) of
Indebtedness of another Restricted Subsidiary (that is not a Subsidiary Guarantor) that
was permitted to be Incurred under this Indenture or (iii) Guarantees by any JV
Subsidiary Guarantor of Indebtedness of any other JV Subsidiary Guarantor that is a
direct or indirect Subsidiary or parent of such JV Subsidiary Guarantor, which
Indebtedness was permitted to be Incurred by another provision of this covenant;

Indebtedness Incurred by any Restricted Subsidiary arising from the use of bank
acceptance notes or commercial notes to purchase automobiles or automobile-related
spare parts, equipment or accessories in the ordinary course of business, provided that
such Indebtedness is settled within 180 days of Incurrence;

Indebtedness Incurred by any Restricted Subsidiary with a maturity date of one year or
less used by the Company or any Restricted Subsidiary for working capital purposes to
purchase automobiles, automobile-related spare parts, equipment or accessories in the
ordinary course of business;

Indebtedness of the Company or any Restricted Subsidiary with a maturity of one year or
less used by the Company or any Restricted Subsidiary for working capital (other than
Indebtedness incurred to purchase automobiles or automobile-related spare parts,
equipment or accessories in the ordinary course of business); provided that the aggregate
principal amount outstanding of all Indebtedness permitted under this clause (o) (together
with refinancing thereof), does not exceed an amount equal to 5% of Total Assets;
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(3)

(p) Indebtedness of the Company or any Restricted Subsidiary constituting an obligation to
pay the deferred purchase price of Capital Stock in a Restricted Subsidiary pursuant to a
Staged Acquisition Agreement, to the extent that such deferred purchase price is paid
within 12 months after the date the Company or such Restricted Subsidiary enters into
such Staged Acquisition Agreement;

(q) Indebtedness arising from Guarantees provided by the Company or any Restricted
Subsidiary in favor of any bank or other similar financial institutions in the ordinary
course of business in connection with (i) secured loans provided by such banks or other
similar financial institutions to purchasers of automobiles from the Company or any
Restricted Subsidiaries, or (ii) loans provided by such banks or other similar financial
institutions to an Independent Third Party, provided that such Independent Third Party
has also provided Guarantees in the same amount in favor of any bank or other similar
financial institutions for loans provided to the Company or a Restricted Subsidiary, as the
case may be; provided, however, that the aggregate principal amount outstanding of all
Indebtedness permitted under this clause (q) and clause (g) (together with refinancing
thereof), does not exceed an amount equal to 20% of Total Assets; and

(r) Indebtedness of the Company or any Restricted Subsidiary in an aggregate principal
amount outstanding at any time (together with refinancings thereof) not to exceed
RMB120 million (or the RMB Equivalent thereof).

For purposes of determining compliance with this “Limitation on Indebtedness and Preferred
Stock” covenant, in the event that an item of Indebtedness or any portion thereof meets the
criteria of more than one of the types of Indebtedness described above, including under the
proviso in the first paragraph of part (1), the Company, in its sole discretion, shall classify, and
from time to time may reclassify, such item of Indebtedness or the relevant portion thereof, as
applicable, and only be required to include such item of Indebtedness or the relevant portion
thereof, as applicable, as one of such types.

Limitation on Restricted Payments

The Company will not, and will not permit any Restricted Subsidiary to, directly or indirectly (the
payments or any other actions described in clauses (1) through (4) below being collectively referred to as
“Restricted Payments”):

(1)

(2)

3)

declare or pay any dividend or make any distribution on or with respect to the Company’s or
any of its Restricted Subsidiaries’ Capital Stock (other than dividends or distributions payable
or paid in shares of the Company’s or any of its Restricted Subsidiaries’ Capital Stock (other
than Disqualified Stock or Preferred Stock) or in options, warrants or other rights to acquire
shares of such Capital Stock) held by Persons other than the Company or any Wholly Owned
Restricted Subsidiary;

purchase, call for redemption or redeem, retire or otherwise acquire for value any shares of
Capital Stock of the Company or any Restricted Subsidiary (including options, warrants or
other rights to acquire such shares of Capital Stock) or any direct or indirect parent of the
Company held by any Persons other than the Company or any Wholly Owned Restricted
Subsidiary other than (i) the purchase of Capital Stock of a Restricted Subsidiary pursuant to a
Staged Acquisition Agreement or (ii) the purchase of Capital Stock of a Restricted Subsidiary
held by any Insurance Company Investor permitted to be entered into under the Indenture;

make any voluntary or optional principal payment, or voluntary or optional redemption,
repurchase, defeasance, or other acquisition or retirement for value, of Indebtedness that is
subordinated in right of payment to the Notes, any of the Subsidiary Guarantees or any of the
JV Subsidiary Guarantees (excluding any intercompany Indebtedness between or among the
Company and any Subsidiary Guarantor); or
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(4) make any Investment, other than a Permitted Investment;

if, at the time of, and after giving effect to, the proposed Restricted Payment:

(a)
(b)

(©)

Default has occurred and is continuing or would occur as a result of such Restricted Payment;

the Company could not Incur at least RMB10.00 of Indebtedness under the proviso in the first
paragraph of part (1) of the covenant under the caption “— Limitation on Indebtedness and
Preferred Stock™; or

such Restricted Payment, together with the aggregate amount of all Restricted Payments made
by the Company and its Restricted Subsidiaries after the Original Issue Date, shall exceed the
sum of:

1)

(it)

(iii)

(iv)

50% of the aggregate amount of the Consolidated Net Income of the Company (or, if the
Consolidated Net Income is a loss, minus 100% of the amount of such loss) accrued on a
cumulative basis during the period (taken as one accounting period) beginning on the first
day of the fiscal quarter during which the Original Issue Date falls and ending on the last
day of the Company’s most recently ended fiscal quarter for which consolidated financial
statements of the Company are available (which may include internal consolidated
financial statements); plus

100% of the aggregate Net Cash Proceeds received by the Company after the Original
Issue Date (1) as a capital contribution to its common equity or from the issuance and sale
of its Capital Stock (other than Disqualified Stock) to a Person who is not a Subsidiary of
the Company, (2) from the issuance of convertible or exchangeable Disqualified Stock or
convertible or exchangeable debt securities of the Company that have been converted or
exchanged into Capital Stock (other than Disqualified Stock) of the Company, or (3) from
the exercise by a Person who is not a Subsidiary of the Company of any options, warrants
or other rights to acquire Capital Stock of the Company (other than Disqualified Stock);
plus

the amount by which Indebtedness of the Company or any of its Restricted Subsidiaries is
reduced on the Company’s consolidated balance sheet upon the conversion or exchange
subsequent to the Original Issue Date of any Indebtedness of the Company or any
Restricted Subsidiary convertible into or exchangeable for Capital Stock (other than
Disqualified Stock) of the Company (less the amount of any cash, or the Fair Market
Value of any other property, distributed by the Company upon such conversion or
exchange); provided, however, that the foregoing amount shall not exceed the Net Cash
Proceeds received by the Company or any Restricted Subsidiary from the sale of such
Indebtedness (excluding Net Cash Proceeds from sales to the Company or a Subsidiary of
the Company or to an employee stock ownership plan or to a trust established by the
Company or any of its Subsidiaries for the benefit of their employees); plus

an amount equal to the net reduction in Investments (that were treated as a Restricted
Payment) in any Person resulting from:

(A) payments of interest on Indebtedness, dividends, repayments of loans or advances or
other transfers of property, in each case to the Company or any Restricted

Subsidiary by such Person

(B) the unconditional release of a Guarantee provided by the Company or a Restricted
Subsidiary 5

(C) to the extent that an Investment made after the Original Issue Date is sold or
otherwise liquidated or repaid for cash, the lesser of (x) the cash return of capital
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with respect to such Investment (less the cost of disposition, if any) and (y) the
initial amount of such Investment, or

(D) the redesignation of Unrestricted Subsidiaries as Restricted Subsidiaries;

provided, however, that the foregoing sum shall not exceed, in each case, the amount of
Investments previously made (and treated as a Restricted Payment) by the Company or
any Restricted Subsidiary in any such Person, and provided further, that no amount will
be included under this clause (iv) to the extent it is already included in Consolidated Net
Income as described in clause (i) of this paragraph; plus

(v) RMB250 million (or the RMB Equivalent thereof) °

The foregoing provision shall not be violated by reason of:

(1

(2)

(3)

(4)

(5)

(6)

the payment of any dividend or redemption of any Capital Stock within 60 days after the
related date of declaration or call for redemption if, at said date of declaration or call for
redemption, such payment or redemption would comply with the preceding paragraph;

the redemption, repurchase, defeasance or other acquisition or retirement for value of
Subordinated Indebtedness of the Company or any of the Subsidiary Guarantors or JV
Subsidiary Guarantors with the Net Cash Proceeds of, or in exchange for, a substantially
concurrent Incurrence of Permitted Refinancing Indebtedness;

the redemption, repurchase or other acquisition of Capital Stock of the Company or any
Subsidiary Guarantor or JV Subsidiary Guarantors (or options, warrants or other rights to
acquire such Capital Stock) in exchange for, or out of the Net Cash Proceeds of a substantially
concurrent capital contribution or sale (other than to a Subsidiary of the Company) of, shares
of Capital Stock (other than Disqualified Stock) of the Company or Capital Stock (other than
Disqualified Stock) of any Subsidiary Guarantor (or options, warrants or other rights to
acquire such Capital Stock); provided that the amount of any such Net Cash Proceeds that are
utilized for any such Restricted Payment will be excluded from clause (c)(ii) of the preceding
paragraph; provided, further, that any item that has been excluded pursuant to clause (c)(ii) of
the preceding paragraph will not be excluded again as a result of the proviso in this clause (3);

the redemption, repurchase, defeasance or other acquisition or retirement for value of
Subordinated Indebtedness of the Company or any of the Subsidiary Guarantors or JV
Subsidiary Guarantors in exchange for, or out of the Net Cash Proceeds of, a substantially
concurrent capital contribution or sale (other than to a Subsidiary of the Company) of, shares
of Capital Stock (other than Disqualified Stock) of the Company or Capital Stock (other than
Disqualified Stock) of any of the Subsidiary Guarantors or JV Subsidiary Guarantors (or
options, warrants or other rights to acquire such Capital Stock); provided that the amount of
any such Net Cash Proceeds that are utilized for any such Restricted Payment will be excluded
from clause (c)(ii) of the preceding paragraph; provided, further, that any item that has been
excluded pursuant to clause (c)(ii) of the preceding paragraph will not be excluded again as a
result of the proviso in this clause (4);

the payment of any dividends or distributions declared, paid or made by a Restricted
Subsidiary payable, on a pro rata basis or on a basis more favorable to the Company, to all
holders of any class of Capital Stock of such Restricted Subsidiary, a majority of which is held,
directly or indirectly through Restricted Subsidiaries, by the Company;

cash payments in lieu of fractional shares in connection with the exercise of warrants, options
or other securities convertible into or exchangeable for Capital Stock of the Company;
provided, however, that any such cash payment shall not be for the purpose of evading the
limitation of this “— Limitation on Restricted Payments” covenant (as determined in good
faith by the Board of Directors of the Company);
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(7) the purchase by the Company or a Restricted Subsidiary of Capital Stock in any other
Restricted Subsidiary pursuant to an agreement entered into by the Company or such
Restricted Subsidiary with an Independent Third Party; provided, that the purchase price of
such Capital Stock is less than or equal to the Fair Market Value of such Capital Stock
(determined by multiplying the Fair Market Value of such Restricted Subsidiary by the
percentage that such Capital Stock represents in the total Capital Stock of such Restricted
Subsidiary); or

(8) (i) payments of dividends by the Company to its ordinary shares or (ii) any redemption,
repurchase or other acquisition of shares of Common Stock of the Company as permitted under
any general mandate approved by shareholders of the Company at the relevant annual general
meeting, in an aggregate amount not to exceed, with respect to the most recent two semi-annual
periods (the “Two Semi-Annual Period”) prior to such Transaction Date for which
consolidated financial statements of the Company are available (which may be internal
consolidated financial statements), together with any other such dividend declared or paid or
redemption, repurchase or other acquisition of shares of Common Stock with respect to the
same Two Semi-Annual Period, 30% of Consolidated Net Income of the Company for such
Two Semi-Annual Period; provided, however, that such amounts shall be excluded in
subsequent calculations of the amount of Restricted Payments.”

provided that, in the case of clause (2), (3), (4) or (7) of the preceding paragraph, no Default shall have
occurred and be continuing or would occur as a consequence of the actions or payments set forth therein.

Each Restricted Payment permitted pursuant to clause (1) (but only to the extent that dividends are
paid to persons other than the Company or a Restricted Subsidiary) of the preceding paragraph shall be
included in calculating whether the conditions of clause (c) of the first paragraph of this “Limitation on
Restricted Payments” covenant have been met with respect to any subsequent Restricted Payments.

The amount of any Restricted Payments (other than cash) will be the Fair Market Value on the date
of the Restricted Payment of the asset(s) or securities proposed to be transferred or issued by the
Company or the Restricted Subsidiary, as the case may be, pursuant to the Restricted Payment. The value
of any assets or securities that are required to be valued by this covenant will be the Fair Market Value.
The Board of Directors’ determination of the Fair Market Value of a Restricted Payment or any such
assets or securities must be based upon an opinion or appraisal issued by an appraisal or investment
banking firm of recognized international standing if the Fair Market Value exceeds RMB 400 million (or
the RMB Equivalent thereof).

Not later than the date of making any Restricted Payment in excess of RMB 400 million (or the RMB
Equivalent thereof), the Company will deliver to the Trustee an Officers’ Certificate stating that such
Restricted Payment is permitted and setting forth the basis upon which the calculations required by this
“— Limitation on Restricted Payments” covenant were computed, together with a copy of any fairness
opinion or appraisal required by the Indenture.

Limitation on Dividend and Other Payment Restrictions Affecting Restricted Subsidiaries
(1) Except as provided below, the Company will not, and will not permit any Restricted Subsidiary
to, create or otherwise cause or permit to exist or become effective any encumbrance or

restriction on the ability of any Restricted Subsidiary to:

(a) pay dividends or make any other distributions on any Capital Stock of such Restricted
Subsidiary owned by the Company or any other Restricted Subsidiary;

(b) pay any Indebtedness or other obligation owed to the Company or any other Restricted
Subsidiary;
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(c) make loans or advances to the Company or any other Restricted Subsidiary; or

(d) sell, lease or transfer any of its property or assets to the Company or any other Restricted
Subsidiary.

(2) The provisions of paragraph (1) do not apply to any encumbrances or restrictions:

(a) existing in agreements as in effect on the Original Issue Date, or in the Notes, the
Subsidiary Guarantees, the JV Subsidiary Guarantees, the Indenture, or under any Pari
Passu Subsidiary Guarantee of any Subsidiary Guarantor or JV Subsidiary Guarantor, and
any extensions, refinancings, renewals or replacements of any of the foregoing
agreements and any subsequent refinancings, renewals or replacements thereof; provided
that the encumbrances and restrictions in any such extension, refinancing, renewal or
replacement, taken as a whole, are no more restrictive in any material respect to the
Holders than those encumbrances or restrictions that are then in effect and that are being
extended, refinanced, renewed or replaced;

(b) existing under or by reason of applicable law, rule, regulation or order;

(c) existing with respect to any Person or the property or assets of such Person acquired by
the Company or any Restricted Subsidiary, at the time of such acquisition and not
incurred in contemplation thereof, which encumbrances or restrictions are not applicable
to any Person or the property or assets of any Person other than such Person or the
property or assets of such Person so acquired, and any extensions, refinancings, renewals
or replacements thereof; provided that the encumbrances and restrictions in any such
extension, refinancing, renewal or replacement, taken as a whole, are no more restrictive
in any material respect to the Holders than those encumbrances or restrictions that are
then in effect and that are being extended, refinanced, renewed or replaced;

(d) that otherwise would be prohibited by the provision described in clause (1)(d) of this
covenant if they arise, or are agreed to, in the ordinary course of business and, that (i)
restrict in a customary manner the subletting, assignment or transfer of any property or
asset that is subject to a lease or license, or (ii) exist by virtue of any Lien on, or
agreement to transfer, option or similar right with respect to any property or assets of the
Company or any Restricted Subsidiary not otherwise prohibited by the Indenture or (iii)
do not relate to any Indebtedness, and that do not, individually or in the aggregate, detract
from the value of property or assets of the Company or any Restricted Subsidiary in any
manner material to the Company or any Restricted Subsidiary;

(e) with respect to a Restricted Subsidiary and imposed pursuant to an agreement that has
been entered into for the sale or disposition of all or substantially all of the Capital Stock
of, or property and assets of, such Restricted Subsidiary that is permitted by the “—
Limitation on Asset Sales” and “— Limitation on Indebtedness and Preferred Stock”
covenants;

(f) existing in customary provisions in joint venture agreements and other similar
agreements, to the extent such encumbrance or restriction relates to the activities or assets
of a Restricted Subsidiary that is a party to such joint venture and if, as determined by the
Board of Directors, the encumbrances or restrictions are (i) customary for a joint venture
or similar agreement of that type and (ii) would not, at the time agreed to, be expect to
materially adversely affect the ability of the Company to make required payments on the
Notes;

(g) with respect to any Restricted Subsidiary and imposed pursuant to an agreement that has

been entered into for the Incurrence of Indebtedness of the type described under clause
(2)(g) or permitted under clause (2)(0) of the “Limitation on Indebtedness and Preferred
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Stock” covenant if, as determined by the Board of Directors, the encumbrances or
restrictions are (i) customary for such types of agreements and (ii) would not, at the time
agreed to, be expected to materially and adversely affect the ability of the Company to
make required payment on the Notes and, with respect to Indebtedness of the type
described in clauses 2(g) or 2(0), any extensions, refinancings, renewals or replacements
of any of the foregoing agreements; provided that the encumbrances and restrictions in
any such extension, refinancing, renewal or replacement, taken as a whole, are no more
restrictive in any material respect to the Holders than those encumbrances or restrictions
that are then in effect and that are being extended, refinanced, renewed or replaced; or

(h) with respect to any Indebtedness of the Company or any Restricted Subsidiary with a
maturity date of one year or less Incurred by the Company or any Restricted Subsidiary
for working capital purposes if such encumbrances or restrictions are (i) customary for
such types of agreements, (ii) such Indebtedness is Incurred in the ordinary course of
business and (iii) would not, at the time agreed to, be expected to materially adversely
affect the ability of the Company to make required payments on the Notes.

For the avoidance of doubt, the provisions of paragraph (1) above are not applicable to any
determination by the board of directors of the Company or any Restricted Subsidiary, with respect to
any Restricted Subsidiary, to not declare any dividend for a particular fiscal period.

Limitation on Issuances of Guarantees by Restricted Subsidiaries

The Company will not permit any Restricted Subsidiary which is not a Subsidiary Guarantor or a JV
Subsidiary Guarantor, directly or indirectly, to Guarantee any Indebtedness (“Guaranteed Indebtedness™)
of the Company or any Subsidiary Guarantor, unless (1) (a) such Restricted Subsidiary, simultaneously
executes and delivers a supplemental indenture to the Indenture providing for an unsubordinated
Subsidiary Guarantee (in the case of Subsidiary Guarantor) or JV Subsidiary Guarantee (in the case of JV
Subsidiary Guarantor) of payment of the Notes by such Restricted Subsidiary and (b) such Restricted
Subsidiary waives and will not in any manner whatsoever claim or take the benefit or advantage of, any
rights of reimbursement, indemnity or subrogation or any other rights against the Company or any other
Restricted Subsidiary as a result of any payment by such Restricted Subsidiary under its Subsidiary
Guarantee or JV Subsidiary Guarantee, as the case may be, until the Notes have been paid in full or (2)
such Guarantee and such Guaranteed Indebtedness are permitted by clauses (2)(c), (d) or (1)(ii) (other
than, in the case of clause (1)(ii) a Guarantee by a PRC Restricted Subsidiary of the Indebtedness of a
non-PRC Restricted Subsidiary), under the caption “— Limitation on Indebtedness and Preferred Stock.”

If the Guaranteed Indebtedness (1) ranks pari passu in right of payment with the Notes, any
Subsidiary Guarantee or any JV Subsidiary Guarantee, then the Guarantee of such Guaranteed
Indebtedness shall rank pari passu in right of payment with, or subordinated to, the Subsidiary Guarantee
or JV Subsidiary Guarantee, as the case may be, or (2) is subordinated in right of payment to the Notes or
any Subsidiary Guarantee or any JV Subsidiary Guarantee, then the Guarantee of such Guaranteed
Indebtedness shall be subordinated in right of payment to the Subsidiary Guarantee or the JV Subsidiary
Guarantee, as the case may be, at least to the extent that the Guaranteed Indebtedness is subordinated to
the Notes, the Subsidiary Guarantee or the JV Subsidiary Guarantee.

The Company will not permit any JV Subsidiary Guarantor, directly or indirectly, to guarantee any
Indebtedness of the Company or any other Restricted Subsidiary unless the aggregate claims of the
creditor under such guarantee will be limited to the JV Entitlement Amount. If any JV Subsidiary
Guarantor guarantees any Indebtedness of the Company or any other Restricted Subsidiary where the
aggregate claims of the creditor under such guarantee exceeds the JV Entitlement Amount, such JV
Subsidiary Guarantee shall be replaced with a Subsidiary Guarantee given by a Subsidiary Guarantor.

Negative Pledge

The Company will not, and will ensure that none of its Restricted Subsidiaries will, create, or have
outstanding, any Lien, upon the whole or any part of its present or future undertaking, assets or revenues
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(including any uncalled capital) to secure any Relevant Indebtedness, or any guarantee or indemnity in
respect of any Relevant Indebtedness, without at the same time or prior thereto according the Notes and
the Subsidiary Guarantees the same security as is created or subsisting to secure any such Relevant
Indebtedness, guarantee or indemnity or such other security as shall be approved by the Holders of the

Notes.

Limitation on Asset Sales

The Company will not, and will not permit any Restricted Subsidiary to, consummate any Asset
Sale, unless:

(1
(2)

(3)

(4)

no Default shall have occurred and be continuing or would occur as a result of such Asset Sale;

the consideration received by the Company or such Restricted Subsidiary, as the case may be,
is at least equal to the Fair Market Value of the assets sold or disposed of;

in the case of an Asset Sale that constitutes an Asset Disposition, the Company could Incur at
least RMB10.00 of Indebtedness under the proviso in the first paragraph of part (1) of the
covenant under the caption “—Limitation on Indebtedness and Preferred Stock” after giving
pro forma effect to such Asset Disposition; and

at least 75% of the consideration received consists of cash, Temporary Cash Investments or
Replacement Assets; provided that in the case of an Asset Sale in which the Company or such
Restricted Subsidiary receives Replacement Assets involving aggregate consideration in
excess of RMB 400 million (or the RMB Equivalent thereof), the Company shall deliver to the
Trustee an opinion as to the fairness to the Company or such Restricted Subsidiary of such
Asset Sale from a financial point of view issued by an accounting, appraisal or investment
banking firm of international standing. For purposes of this provision, each of the following
will be deemed to be cash:

(a) any liabilities, as shown on the Company’s most recent consolidated balance sheet, of the
Company or any Restricted Subsidiary (other than contingent liabilities and liabilities
that are by their terms subordinated to the Notes, any Subsidiary Guarantee or any JV
Subsidiary Guarantee) that are assumed by the transferee of any such assets pursuant to a
customary assumption, assignment, novation or similar agreement that releases the
Company or such Restricted Subsidiary from further liability; and

(b) any securities, notes or other obligations received by the Company or any Restricted
Subsidiary from such transferee that are promptly, but in any event within 30 days of
closing, converted by the Company or such Restricted Subsidiary into cash, to the extent
of the cash received in that conversion;

Within 360 days after the receipt of any Net Cash Proceeds from an Asset Sale, the Company (or the
applicable Restricted Subsidiary, as the case may be) may apply such Net Cash Proceeds to:

(1

(2)

(3)

(4)

permanently repay Senior Indebtedness of the Company or a Subsidiary Guarantor or any
Indebtedness of a Restricted Subsidiary that is not a Subsidiary Guarantor (and, if such Senior
Indebtedness repaid is revolving credit Indebtedness, to correspondingly reduce commitments
with respect thereto) in each case owing to a Person other than the Company or a Restricted
Subsidiary;

pay land, relocation construction, renovation, remodeling and other costs relating to the
construction or renovation projects of any Restricted Subsidiary;

acquire Replacement Assets (which acquisition may be effected through the Company or any
Restricted Subsidiary);

make an Investment in Temporary Cash Investments pending application of such Net Cash
Proceeds as set forth in clause (1) or (3) above;
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Any Net Cash Proceeds from Asset Sales that are not applied or invested as provided in clauses (1)
through (4) in the immediately preceding paragraph will constitute “Excess Proceeds.” Excess Proceeds
of less than RMB 250 million (or the RMB Equivalent thereof) will be carried forward and accumulated.
When accumulated Excess Proceeds exceed RMB 250 million (or the RMB Equivalent thereof), within 10
days thereof, the Company must make an Offer to Purchase Notes having a principal amount equal to:

(1) accumulated Excess Proceeds, multiplied by

(2) afraction (x) the numerator of which is equal to the outstanding principal amount of the Notes
and (y) the denominator of which is equal to the outstanding principal amount of the Notes and
all pari passu Indebtedness similarly required to be repaid, redeemed or tendered for in
connection with the Asset Sale,

rounded down to the nearest RMB10,000.

The offer price in any Offer to Purchase will be equal to 100% of the principal amount plus accrued
and unpaid interest to the date of purchase, and will be payable in cash.

If any Excess Proceeds remain after consummation of an Offer to Purchase, the Company may use
those Excess Proceeds for any purpose not otherwise prohibited by the Indenture. If the aggregate
principal amount of Notes (and any other pari passu Indebtedness) tendered in such Offer to Purchase
exceeds the amount of Excess Proceeds, the Notes (and such other pari passu Indebtedness) will be
purchased on a pro rata basis by the Company. Upon completion of each Offer to Purchase, the amount of
Excess Proceeds will be reset at zero.

Limitation on the Company’s Business Activities

The Company will not, and will not permit any Restricted Subsidiary to, directly or indirectly,
engage in any business other than a Permitted Business; provided, however, that the Company or any
Restricted Subsidiary may own Capital Stock of an Unrestricted Subsidiary or joint venture or other
entity that is engaged in a business other than Permitted Businesses as long as any Investment therein was
not prohibited when made by the covenant under the caption “— Limitation on Restricted Payments.”

Use of Proceeds

The Company will not, and will not permit any Restricted Subsidiary to, use the net proceeds from
the sale of the Notes, in any amount, for any purpose other than (1) in the approximate amounts and for
the purposes specified, including any adjustment in response to changes in acquisition or development
plans as contemplated, under the caption “Use of Proceeds” in this offering memorandum and (2) pending
the application of all of such net proceeds in such manner, to invest the portion of such net proceeds not
yet so applied in Temporary Cash Investments.

Designation of Restricted and Unrestricted Subsidiaries

The Board of Directors may designate any Restricted Subsidiary to be an Unrestricted Subsidiary;
provided that (1) no Default shall have occurred and be continuing at the time of or after giving effect to
such designation; (2) neither the Company nor any Subsidiary Guarantor provides credit support for the
Indebtedness of such Restricted Subsidiary; (3) such Restricted Subsidiary has no outstanding
Indebtedness that could trigger a cross-default to the Indebtedness of the Company; (4) such Restricted
Subsidiary does not own any Voting Stock of another Restricted Subsidiary, and all of its Subsidiaries are
Unrestricted Subsidiaries or are being concurrently designated to be Unrestricted Subsidiaries in
accordance with this paragraph; and (5) the Investment deemed to have been made thereby in such
newly-designated Unrestricted Subsidiary and each other newly-designated Unrestricted Subsidiary
being concurrently redesignated would be permitted to be made by the covenant described under “—
Limitation on Restricted Payments.”

The Board of Directors may designate any Unrestricted Subsidiary to be a Restricted Subsidiary;
provided that (1) no Default shall have occurred and be continuing at the time of or after giving effect to
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such designation; (2) any Indebtedness of such Unrestricted Subsidiary outstanding at the time of such
designation which will be deemed to have been Incurred by such newly-designated Restricted Subsidiary
as a result of such designation would be permitted to be Incurred by the covenant described under the
caption “— Limitation on Indebtedness and Preferred Stock™; (3) any Lien on the property of such
Unrestricted Subsidiary at the time of such designation which will be deemed to have been incurred by
such newly-designated Restricted Subsidiary as a result of such designation would be permitted to be
incurred by the covenant described under the caption “— Negative Pledge”; (4) such Unrestricted
Subsidiary is not a Subsidiary of another Unrestricted Subsidiary (that is not concurrently being
designated as a Restricted Subsidiary); and (5) if such Restricted Subsidiary is not organized under the
laws of the PRC, such Restricted Subsidiary shall upon such designation execute and deliver to the
Trustee a supplemental indenture to the Indenture by which such Restricted Subsidiary shall become a
Subsidiary Guarantor. All designations must be evidenced by resolutions of the Board of Directors of the
Company, delivered to the Trustee certifying compliance with the preceding provisions.

Government Approvals and Licenses; Compliance with Law

The Company will, and will cause each Restricted Subsidiary to, (1) obtain and maintain in full
force and effect all governmental approvals, authorizations, consents, permits, concessions and licenses
as are necessary to engage in the Permitted Businesses; (2) preserve and maintain good and valid title to
its properties and assets (including land-use rights) free and clear of any Liens other than Permitted
Liens; and (3) comply with all laws, regulations, orders, judgments and decrees of any governmental
body, except to the extent that failure so to obtain, maintain, preserve and comply would not reasonably
be expected to have a material adverse effect on (a) the business, results of operations or prospects of the
Company and its Restricted Subsidiaries, taken as a whole, or (b) the ability of the Company, any
Subsidiary Guarantor or any JV Subsidiary Guarantor to perform its obligations under the Notes, the
relevant Subsidiary Guarantee, the relevant JV Subsidiary Guarantee or the Indenture.

Anti-Layering

The Company will not Incur, and will not permit any Subsidiary Guarantor or JV Subsidiary
Guarantor (if any) to Incur, any Indebtedness if such Indebtedness is contractually subordinated in right
of payment to any other Indebtedness of the Company, such Subsidiary Guarantor or such JV Subsidiary
Guarantor, as the case may be, unless such Indebtedness is also contractually subordinated in right of
payment to the Notes, the applicable Subsidiary Guarantee or the applicable JV Subsidiary Guarantee, on
substantially identical terms. This does not apply to distinctions between categories of Indebtedness that
exist by reason of any Liens or Guarantees securing or in favor of some but not all of such Indebtedness.

Suspension of Certain Covenants

If, on any date following the date of the Indenture, the Notes have a rating of Investment Grade from
both of the Rating Agencies and no Default has occurred and is continuing (a “Suspension Event”), then,
beginning on that day and continuing until such time, if any, at which the Notes cease to have a rating of
Investment Grade from either of the Rating Agencies, the provisions of the Indenture summarized under
the following captions will be suspended:

(1) “— Certain Covenants — Limitation on Indebtedness and Preferred Stock™;
(2) “— Certain Covenants — Limitation on Restricted Payments”;
(3) “— Certain Covenants — Limitation on Dividend and Other Payment Restrictions Affecting

Restricted Subsidiaries™;
(4) “— Certain Covenants — Limitation on the Company’s Business Activities”; and
(5) “— Certain Covenants — Limitation on Asset Sales”.

During any period that the foregoing covenants have been suspended, the Board of Directors may
not designate any of the Restricted Subsidiaries as Unrestricted Subsidiaries pursuant to the covenant
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summarized under the caption “— Certain Covenants — Designation of Restricted and Unrestricted
Subsidiaries” or the definition of “Unrestricted Subsidiary.”

Such covenants will be reinstituted and apply according to their terms as of and from the first day on
which a Suspension Event ceases to be in effect. Such covenants will not, however, be of any effect with
regard to actions of the Company or any Restricted Subsidiary properly taken in compliance with the
provisions of the Indenture during the continuance of the Suspension Event, and following reinstatement
the calculations under the covenant summarized under “— Certain Covenants — Limitation on Restricted
Payments” will be made as if such covenant had been in effect since the date of the Indenture except that
no Default will be deemed to have occurred solely by reason of a Restricted Payment made while that
covenant was suspended.

There can be no assurance that the Notes will ever achieve a rating of Investment Grade or that any
such rating will be maintained.

Provision of Financial Statements and Reports

(1) So long as any of the Notes remain outstanding, the Company will file with the Trustee and
furnish to the Holders upon request, as soon as they are available but in any event not more than
45 calendar days after they are filed with the Stock Exchange of Hong Kong or any other
recognized exchange on which the Company’s common shares are at any time listed for
trading, true and correct copies of any financial or other report in the English language filed
with such exchange; provided that if at any time the Common Stock of the Company ceases to
be listed for trading on the Stock Exchange of Hong Kong, the Company will file with the
Trustee and furnish to the Holders:

(a) assoon as they are available, but in any event within 90 calendar days after the end of the
fiscal year of the Company, copies of its financial statements (on a consolidated basis) in
respect of such financial year (including a statement of income, balance sheet and cash
flow statement) audited by a member firm of an internationally-recognized firm of
independent accountants; and

(b) as soon as they are available, but in any event within 45 calendar days after the end of the
second financial quarter of the Company, copies of its financial statements (on a
consolidated basis) in respect of such half-year period (including a statement of income,
balance sheet and cash flow statement) reviewed by a member firm of an
internationally-recognized firm of independent accountants.

(2) In addition, so long as any of the Notes remain outstanding, the Company will provide to the
Trustee (a) within 120 days after the close of each fiscal year, an Officers’ Certificate stating
the Fixed Charge Coverage Ratio with respect to the two most recent fiscal semi-annual
periods and showing in reasonable detail the calculation of the Fixed Charge Coverage Ratio,
including the arithmetic computations of each component of the Fixed Charge Coverage Ratio,
with a certificate from a member of the Company’s Board of Directors certifying as to the
accuracy of the calculation and arithmetic computation and (b) as soon as possible and in any
event within 30 days after the Company becomes aware or should reasonably become aware of
the occurrence of a Default, an Officers’ Certificate setting forth the details of the Default, and
the action which the Company proposes to take with respect thereto.

Events of Default
The following events will be defined as “Events of Default” in the Indenture:

(1) default in the payment of principal of (or premium, if any, on) the Notes when the same
becomes due and payable at maturity, upon acceleration, redemption or otherwise;

(2) default in the payment of interest on any Note when the same becomes due and payable, and
such default continues for a period of 30 consecutive days;
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(3)

(4)

(5)

(6)

(7

(8)

9

default in the performance or breach of the provisions of the covenants described under “—
Consolidation, Merger and Sale of Assets,” or the failure by the Company to make or
consummate an Offer to Purchase in the manner described under the captions “— Repurchase
of Notes upon a Change of Control Triggering Event” or “— Limitation on Asset Sales”;

the Company or any Restricted Subsidiary defaults in the performance of or breaches any other
covenant or agreement in the Indenture or under the Notes (other than a default specified in
clause (1), (2) or (3) above) and such default or breach continues for a period of 30 consecutive
days after written notice by the Trustee or the Holders of 25% or more in aggregate principal
amount of the Notes;

there occurs with respect to any Indebtedness of the Company or any Restricted Subsidiary
having an outstanding principal amount of RMB 150 million (or the RMB Equivalent thereof)
or more in the aggregate for all such Indebtedness of all such Persons, whether such
Indebtedness now exists or shall hereafter be created, (a) an event of default that has caused the
holder thereof to declare such Indebtedness to be due and payable prior to its Stated Maturity
and/or (b) the failure to make a principal payment when due;

one or more final judgments or orders for the payment of money are rendered against the
Company or any of its Restricted Subsidiaries and are not paid or discharged, and there is a
period of 60 consecutive days following entry of the final judgment or order that causes the
aggregate amount for all such final judgments or orders outstanding and not paid or discharged
against all such Persons to exceed RMB 150 million (or the RMB Equivalent thereof) in excess
of amounts which the insurance carrier of the Company or any of its Restricted Subsidiaries, as
the case may be, have agreed to pay under applicable policies, during which a stay of
enforcement, by reason of a pending appeal or otherwise, is not in effect;

an involuntary case or other proceeding is commenced against the Company or any Restricted
Subsidiary with respect to it or its debts under any applicable bankruptcy, insolvency or other
similar law now or hereafter in effect seeking the appointment of a receiver, liquidator,
assignee, custodian, trustee, sequestrator or similar official of the Company or any Restricted
Subsidiary or for any substantial part of the property and assets of the Company or any
Restricted Subsidiary and such involuntary case or other proceeding remains undismissed and
unstayed for a period of 60 consecutive days; or an order for relief is entered against the
Company or any Restricted Subsidiary under any applicable bankruptcy, insolvency or other
similar law as now or hereafter in effect

the Company or any of its Restricted Subsidiaries that is a Significant Subsidiary or any group
of Restricted Subsidiaries that takes any of the following actions at or around the same time
and that, taken together, would constitute a Significant Subsidiary (a) commences a voluntary
case under any applicable bankruptcy, insolvency or other similar law now or hereafter in
effect, or consents to the entry of an order for relief in an involuntary case under any such law,
(b) consents to the appointment of or taking possession by a receiver, liquidator, assignee,
custodian, trustee, sequestrator or similar official of the Company or any Restricted Subsidiary
or for all or substantially all of the property and assets of the Company or any Restricted
Subsidiary or (c) effects any general assignment for the benefit of creditors;

any Subsidiary Guarantor or JV Subsidiary Guarantor denies or disaffirms in writing its
obligations under its Subsidiary Guarantee or JV Subsidiary Guarantee or, except as permitted
by the Indenture, any Subsidiary Guarantee or JV Subsidiary Guarantee is determined to be
unenforceable or invalid or shall for any reason cease to be in full force and effect.

If an Event of Default (other than an Event of Default specified in clause (7) or (8) above) occurs and
is continuing under the Indenture, the Trustee or the Holders of at least 25% in aggregate principal
amount of the Notes then outstanding, by written notice to the Company (and to the Trustee if such notice
is given by the Holders), may, and the Trustee at the request of such Holders shall, declare the principal
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of, premium, if any, and accrued and unpaid interest on the Notes to be immediately due and payable.
Upon a declaration of acceleration, such principal of, premium, if any, and accrued and unpaid interest
shall be immediately due and payable. If an Event of Default specified in clause (7) or (8) above occurs
with respect to the Company or any Restricted Subsidiary, the principal of, premium, if any, and accrued
and unpaid interest on the Notes then outstanding shall automatically become and be immediately due
and payable without any declaration or other act on the part of the Trustee or any Holder.

The Holders of at least a majority in principal amount of the outstanding Notes by written notice to
the Company and to the Trustee may waive all past defaults and rescind and annul a declaration of
acceleration and its consequences if:

(1) all existing Events of Default, other than the nonpayment of the principal of, premium, if any,
and interest on the Notes that have become due solely by such declaration of acceleration, have
been cured or waived, and

(2) the rescission would not conflict with any judgment or decree of a court of competent
jurisdiction.

Upon such waiver, the Default will cease to exist, and any Event of Default arising therefrom will be
deemed to have been cured, but no such waiver will extend to any subsequent or other Default or impair
any right consequent thereon.

If an Event of Default occurs and is continuing, the Trustee may, having been indemnified and/or
secured to its satisfaction, pursue, in its own name or as trustee of an express trust, any available remedy
by proceeding at law or in equity to collect the payment of principal of and interest on the Notes or to
enforce the performance of any provision of the Notes or the Indenture. The Trustee may maintain a
proceeding even if it does not possess any of the Notes or does not produce any of them in the proceeding.

The Holders of at least a majority in aggregate principal amount of the outstanding Notes may direct
the time, method and place of conducting any proceeding for any remedy available to the Trustee or
exercising any trust or power conferred on the Trustee. However, the Trustee may refuse to follow any
direction that conflicts with law or the Indenture, that may involve the Trustee in personal liability, or that
the Trustee determines in good faith may be unduly prejudicial to the rights of Holders not joining in the
giving of such direction and may take any other action it deems proper that is not inconsistent with any
such direction received from Holders.

A Holder may not institute any proceeding, judicial or otherwise, with respect to the Indenture or
the Notes, or for the appointment of a receiver or trustee, or for any other remedy under the Indenture or
the Notes, unless:

(1) the Holder has previously given the Trustee written notice of a continuing Event of Default;

(2) the Holders of at least 25% in aggregate principal amount of outstanding Notes make a written
request to the Trustee to pursue the remedy;

(3) such Holder or Holders offer the Trustee indemnity and/or security satisfactory to the Trustee
against any costs, liability or expense to be incurred in compliance with such request;

(4) the Trustee does not comply with the request within 60 days after receipt of the request and the
offer of indemnity; and

(5) during such 60-day period, the Holders of a majority in aggregate principal amount of the
outstanding Notes do not give the Trustee a direction that is inconsistent with the request.

However, such limitations do not apply to the right of any Holder to receive payment of the principal
of, premium, if any, or interest on, such Note, or to bring suit for the enforcement of any such payment,
on or after the due date expressed in the Notes, which right shall not be impaired or affected without the
consent of the Holder.
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Officers of the Company must certify to the Trustee in writing, on or before a date not more than 120
days after the end of each fiscal year, that a review has been conducted of the activities of the Company
and its Restricted Subsidiaries and the Company’s and its Restricted Subsidiaries’ performance under the
Indenture and that the Company has fulfilled all obligations thereunder, or, if there has been a default in
the fulfillment of any such obligation, specifying each such default and the nature and status thereof. The
Company will also be obligated to notify the Trustee of any default or defaults in the performance of any
covenants or agreements under the Indenture. See “— Provision of Financial Statements and Reports.”

Consolidation, Merger and Sale of Assets

The Company will not consolidate with, merge with or into another Person, permit any Person to
merge with or into it, or sell, convey, transfer, lease or otherwise dispose of all or substantially all of its
and its Restricted Subsidiaries’ properties and assets (computed on a consolidated basis) (as an entirety
or substantially an entirety in one transaction or a series of related transactions), unless:

(1) the Company shall be the continuing Person, or the Person (if other than it) formed by such
consolidation or merger or that acquired or leased such property and assets (the “Surviving
Person”) shall be a corporation organized and validly existing under the laws of Singapore, the
Cayman Islands, Hong Kong, Bermuda or the British Virgin Islands and shall expressly
assume, by a supplemental indenture to the Indenture, executed and delivered to the Trustee,
all the obligations of the Company under the Indenture and the Notes, as the case may be,
including the obligation to pay Additional Amounts with respect to any jurisdiction in which it
is organized or resident for tax purposes or through which payment is made, and the Indenture,
and the Notes, as the case may be, shall remain in full force and effect;

(2) immediately after giving effect to such transaction, no Default shall have occurred and be
continuing;

(3) immediately after giving effect to such transaction on a pro forma basis, the Company or the
Surviving Person, as the case may be, shall have a Consolidated Net Worth equal to or greater
than the Consolidated Net Worth of the Company immediately prior to such transaction;

(4) immediately after giving effect to such transaction on a pro forma basis the Company or the
Surviving Person, as the case may be, could Incur at least RMB10.00 of Indebtedness under the
first paragraph of the covenant under the caption “— Limitation on Indebtedness and Preferred
Stock™;

(5) the Company delivers to the Trustee (x) an Officers’ Certificate (attaching the arithmetic
computations to demonstrate compliance with clauses (3) and (4)) and (y) an Opinion of
Counsel, in each case stating that such consolidation, merger or transfer and the relevant
supplemental indenture complies with this provision and that all conditions precedent
provided for in the Indenture relating to such transaction have been complied with; and

(6) each Subsidiary Guarantor and JV Subsidiary Guarantor, unless such Subsidiary Guarantor or
JV Subsidiary Guarantor is the Person with which the Company has entered into a transaction
described under the caption “— Consolidation, Merger and Sale of Assets,” shall execute and
deliver a supplemental indenture to the Indenture confirming that its Subsidiary Guarantee or
JV Subsidiary Guarantee, as applicable, shall apply to the obligations of the Company or the
Surviving Person in accordance with the Notes and the Indenture.
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No Subsidiary Guarantor or JV Subsidiary Guarantor will consolidate with or merge with or into
another Person, permit any Person to merge with or into it, or sell, convey, transfer, lease or otherwise
dispose of all or substantially all of its and its Restricted Subsidiaries’ properties and assets (computed on
a consolidated basis) (as an entirety or substantially an entirety in one transaction or a series of related
transactions) to another Person (other than the Company or another Subsidiary Guarantor or, in the case
of a JV Subsidiary Guarantor, other than another JV Subsidiary Guarantor, the Company or another
Subsidiary Guarantor), unless:

(1) such Subsidiary Guarantor or JV Subsidiary Guarantor shall be the continuing Person, or the
Person (if other than it) formed by such consolidation or merger or that acquired or leased such
property and assets shall be the Company, another Subsidiary Guarantor or shall become a
Subsidiary Guarantor concurrently with the transaction (or, in the case of a JV Subsidiary
Guarantor, another JV Subsidiary Guarantor, the Company or a Subsidiary Guarantor) and
shall expressly assume, by a supplemental indenture to the Indenture, executed and delivered
to the Trustee, all the obligations of the Subsidiary Guarantor or JV Subsidiary Guarantor
under the Indenture and the Notes, as the case may be, including the obligation to pay
Additional Amounts with respect to any jurisdiction in which it is organized or resident for tax
purposes or through which payment is made, and the Indenture and the Notes, as the case may
be, shall remain in full force and effect;

(2) immediately after giving effect to such transaction, no Default shall have occurred and be
continuing;

(3) immediately after giving effect to such transaction on a pro forma basis, the Company shall
have a Consolidated Net Worth equal to or greater than the Consolidated Net Worth of the
Company immediately prior to such transaction;

(4) immediately after giving effect to such transaction on a pro forma basis, the Company could
Incur at least RMB10.00 of Indebtedness under the first paragraph of the covenant under the
caption “— Limitation on Indebtedness and Preferred Stock”;

(5) the Company delivers to the Trustee (x) an Officers’ Certificate (attaching the arithmetic
computations to demonstrate compliance with clauses (3) and (4)) and (y) an Opinion of
Counsel, in each case stating that such consolidation, merger or transfer and the relevant
supplemental indenture complies with this provision and that all conditions precedent
provided for in the Indenture relating to such transaction have been complied with; and

provided that this paragraph shall not apply to any sale or other disposition that complies with the “—
Limitation on Asset Sales” covenant or any Subsidiary Guarantor or JV Subsidiary Guarantor whose
Subsidiary Guarantee or JV Subsidiary Guarantee, as the case may be, is unconditionally released in
accordance with the provisions described under “— The Subsidiary Guarantees and the JV Subsidiary
Guarantees — Release of the Subsidiary Guarantees and JV Subsidiary Guarantees.”

Although there is a limited body of case law interpreting the phrase “substantially all,” there is no
precise established definition of the phrase under applicable law. Accordingly, in certain circumstances
there may be a degree of uncertainty as to whether a particular transaction would involve “all or
substantially all” of the property or assets of a Person.

The foregoing requirements shall not apply to a consolidation or merger of any Subsidiary
Guarantor or JV Subsidiary Guarantor (if any) with and into the Company or any other Subsidiary
Guarantor or JV Subsidiary Guarantor, so long as the Company or such Subsidiary Guarantor or JV
Subsidiary Guarantor survives such consolidation or merger.

The foregoing provisions would not necessarily afford Holders protection in the event of
highly-leveraged or other transactions involving the Company that may adversely affect Holders.

No Payments for Consents

The Company will not, and shall not permit any of its Subsidiaries to, directly or indirectly, pay or
cause to be paid any consideration, whether by way of interest, fee or otherwise, to any Holder for or as
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an inducement to any consent, waiver or amendment of any of the terms or provisions of the Indenture or
the Notes unless such consideration is offered to be paid or is paid to all Holders that consent, waive or
agree to amend such term or provision within the time period set forth in the solicitation documents
relating to such consent, waiver or amendment.

Defeasance
Defeasance and Discharge

The Indenture will provide that the Company will be deemed to have paid and will be discharged
from any and all obligations in respect of the Notes on the 183rd day after the deposit referred to below,
and the provisions of the Indenture will no longer be in effect with respect to the Notes (except for, among
other matters, certain obligations to register the transfer or exchange of the Notes, to replace stolen, lost
or mutilated Notes, to maintain paying agencies and to hold monies for payment in trust) if, among other
things:

(1) the Company (a) has deposited with the Trustee (or its agent), in trust, money in an amount
sufficient to pay the principal of, premium, if any, and accrued interest on the Notes on the
Stated Maturity for such payments in accordance with the terms of the Indenture and the Notes
and (b) delivers to the Trustee an Opinion of Counsel or a certificate of an
internationally-recognized firm of independent accountants to the effect that the amount
deposited by the Company is sufficient to provide payment for the principal of, premium, if
any, and accrued interest on, the Notes on the Stated Maturity for such payment in accordance
with the terms of the Indenture; and

(2) immediately after giving effect to such deposit on a pro forma basis, no Event of Default, or
event that after the giving of notice or lapse of time or both would become an Event of Default,
shall have occurred and be continuing on the date of such deposit or during the period ending
on the 183rd day after the date of such deposit, and such defeasance shall not result in a breach
or violation of, or constitute a default under, any other agreement or instrument to which the
Company or any of its Restricted Subsidiaries is a party or by which the Company or any of its
Restricted Subsidiaries is bound.

In the case of either discharge or defeasance of the Notes, the Subsidiary Guarantees and the JV
Subsidiary Guarantees (if any) will terminate.

Defeasance of Certain Covenants

The Indenture further will provide that the provisions of the Indenture will no longer be in effect
with respect to clauses (3), (4), (5)(x) and (7) under the first paragraph and clauses (3), (4), (5)(x) and (6)

under the second paragraph under “— Consolidation, Merger and Sale of Assets” and all the covenants
described herein under “— Certain Covenants,” other than as described under “— Certain Covenants —
Government Approvals and Licenses; Compliance with Law” and “— Certain Covenants —

Anti-Layering,” clause (3) under “Events of Default” with respect to such clauses (3), (4), (5)(x) and (7)
under the first paragraph and such clauses (3), (4), (5)(x) and (6) under the second paragraph under
“Consolidation, Merger and Sale of Assets” and with respect to the other events set forth in such clause,
clause (4) under “Events of Default” with respect to such other covenants and clauses (5) and (6) under
“Events of Default” shall be deemed not to be Events of Default upon, among other things, the deposit
with the Trustee (or its agent), in trust, of money in an amount sufficient to pay the principal of, premium,
if any, and accrued interest on the Notes on the Stated Maturity of such payments in accordance with the
terms of the Indenture and the Notes.

Defeasance and Certain Other Events of Default

In the event that the Company exercises its option to omit compliance with certain covenants and
provisions of the Indenture with respect to the Notes as described in the immediately preceding paragraph
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and the Notes are declared due and payable because of the occurrence of an Event of Default that remains
applicable, the amount of money on deposit with the Trustee will be sufficient to pay amounts due on the
Notes at the time of their Stated Maturity but may not be sufficient to pay amounts due on the Notes at the
time of the acceleration resulting from such Event of Default. However, the Company will remain liable
for such payments.

Amendments and Waiver
Amendments Without Consent of Holders

The Indenture may be amended by the Company, Subsidiary Guarantors, the JV Subsidiary
Guarantors (if any) and the Trustee, without the consent of any Holder, to:

(1) cure any ambiguity, defect, omission or inconsistency in the Indenture or the Notes;
(2) comply with the provisions described under “— Consolidation, Merger and Sale of Assets”;
(3) evidence and provide for the acceptance of appointment by a successor Trustee;

(4) add any Subsidiary Guarantor or JV Subsidiary Guarantor, or any Subsidiary Guarantee or JV
Subsidiary Guarantee, or release any Subsidiary Guarantor or JV Subsidiary Guarantor from
any Subsidiary Guarantee or JV Subsidiary Guarantee, as the case may be, as provided or
permitted by the terms of the Indenture;

(5) provide for the issuance of Additional Notes in accordance with the limitations set forth in the
Indenture;

(6) in any other case where a supplemental indenture to the Indenture is required or permitted to be
entered into pursuant to the provisions of the Indenture without the consent of any Holder;

(7) effect any changes to the Indenture in a manner necessary to comply with the procedures of
CMU;

(8) make any other change that does not materially and adversely affect the rights of any Holder;
or

(9) conform the text of the Indenture, the Notes, the Subsidiary Guarantees or the JV Subsidiary
Guarantees to any provision of this “Description of the Notes” to the extent that such provision
in this “Description of the Notes” was intended to be a verbatim recitation of a provision of the
Indenture, the Notes, the Subsidiary Guarantees or the JV Subsidiary Guarantees.

Amendments With Consent of Holders

Amendments of the Indenture may be made by the Company, the Subsidiary Guarantors and the
Trustee with the consent of the Holders of not less than a majority in aggregate principal amount of the
outstanding Notes, and the holders of a majority in principal amount of the outstanding Notes may amend
or waive future compliance by the Company, Subsidiary Guarantor and JV Subsidiary Guarantor (if any)
with any provision thereof; provided, however, that no such modification, amendment or waiver may,
without the consent of each Holder affected thereby:

(1) change the Stated Maturity of the principal of, or any installment of interest on, any Note;

(2) reduce the principal amount of, or premium, if any, or interest on, any Note;

(3) change the place, currency or time of payment of principal of, or premium, if any, or interest
on, any Note;

(4) impair the right to institute suit for the enforcement of any payment on or after the Stated
Maturity (or, in the case of a redemption, on or after the redemption date) of any Note;
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(5) reduce the above-stated percentage of outstanding Notes the consent of whose Holders is
necessary to modify or amend the Indenture;

(6) waive a default in the payment of principal of, premium, if any, or interest on the Notes;

(7) release any Subsidiary Guarantor or JV Subsidiary Guarantor from its Subsidiary Guarantee or
JV Subsidiary Guarantee, as the case may be, except as provided in the Indenture;

(8) reduce the percentage or aggregate principal amount of outstanding Notes the consent of
whose Holders is necessary for waiver of compliance with certain provisions of the Indenture
or for waiver of certain defaults;

(9) amend, change or modify any Subsidiary Guarantee or JV Subsidiary Guarantee in a manner
that adversely affects the Holders;

(10) reduce the amount payable upon a Change of Control Offer or an Offer to Purchase with the
Excess Proceeds from any Asset Sale or, change the time or manner by which a Change of
Control Offer or an Offer to Purchase with the Excess Proceeds or other proceeds from any
Asset Sale may be made or by which the Notes must be repurchased pursuant to a Change of
Control Offer or an Offer to Purchase with the Excess Proceeds or other proceeds from any
Asset Sale;

(11) consent to the assignment or transfer by the Company or any Subsidiary Guarantor or JV
Subsidiary Guarantor of any of their rights or obligations under the Indenture or the Subsidiary
Guarantees or JV Subsidiary Guarantees, as the case may be, except as permitted pursuant to
the provisions described under “Consolidations, Merger and Sale of Assets”;

(12) change the redemption date or the redemption price of the Notes from that stated under the
caption “— Redemption for Taxation Reasons”;

(13) amend, change or modify the obligation of the Company or any Subsidiary Guarantor to pay
Additional Amounts; or

(14) amend, change or modify any provision of the Indenture or the related definition affecting the
ranking of the Notes or any Subsidiary Guarantee or JV Subsidiary Guarantee in a manner
which adversely affects the Holders.

Unclaimed Money

Claims against the Company for the payment of principal of, premium, if any, or interest, on the
Notes will become void unless presentation for payment is made as required in the Indenture within a
period of six years.

No Personal Liability of Incorporators, Stockholders, Officers, Directors or Employees

No recourse for the payment of the principal of, premium, if any, or interest on any of the Notes or
for any claim based thereon or otherwise in respect thereof, and no recourse under or upon any obligation,
covenant or agreement of the Company, any of the Subsidiary Guarantors or any of the JV Subsidiary
Guarantors in the Indenture, or in any of the Notes, the Subsidiary Guarantees or the JV Subsidiary
Guarantees or because of the creation of any Indebtedness represented thereby, shall be had against any
incorporator, stockholder, officer, director, employee or controlling person of the Company, any of the
Subsidiary Guarantors, any of the JV Subsidiary Guarantors, or of any successor Person thereof. Each
Holder, by accepting the Notes, waives and releases all such liability. The waiver and release are part of
the consideration for the issuance of the Notes, the Subsidiary Guarantees and the JV Subsidiary
Guarantees. Such waiver may not be effective to waive liabilities under the federal securities laws.
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Concerning the Trustee, Registrar and CMU Lodging and Paying Agent

The Bank of New York Mellon, London Branch has been appointed as Trustee under the Indenture
and The Bank of New York Mellon, Hong Kong Branch, has been appointed as the registrar (the
“Registrar”) and the CMU Lodging and Paying Agent (the “CMU Lodging and Paying Agent”, and,
together with the Registrar, the “Agent”) with regard to the Notes. Except during the continuance of a
Default, the Trustee will not be liable, except for the performance of such duties as are specifically set
forth in the Indenture. If an Event of Default has occurred and is continuing, the Trustee will use the same
degree of care and skill in its exercise of the rights and powers vested in it under the Indenture as a
prudent person would exercise under the circumstances in the conduct of such person’s own affairs.

The Indenture contains limitations on the rights of the Trustee, should it become creditors of the
Company or any of the Subsidiary Guarantors, to obtain payment of claims in certain cases or to realize
on certain property received by it in respect of any such claims, as security or otherwise. The Trustee will
be under no obligation to exercise any rights or powers conferred under the Indenture for the benefit of
the Holders, unless such Holders have offered to the Trustee indemnity and/or security satisfactory to it
against any loss, liability or expense. The Trustee is permitted to engage in other transactions with the
Company and its Affiliates and can profit therefrom without being obliged to account for any profit the
Trustee may have interest in or may be providing or may in the future provide financial or other services
to other parties.

If the Company maintains a paying agent with respect to the Notes in a member state of the
European Union, such paying agent will be located in a member state of the European Union that is not
obligated to withhold or deduct tax pursuant to European Council Directive 2003/48/EC or any other
directive implementing the conclusions of ECOFIN Council meeting of November 26—27, 2000 on the
taxation of savings income, or any law implementing or complying with, or introduced in order to
conform to, such Directive or such other directive.

Summary of Provisions Relating to the Notes in Global Form

The Notes will be represented by one or more global notes in registered form without interest
coupons attached (each a “Global Note”). On the Original Issue Date, the Global Note will be lodged with
a sub-custodian for the Hong Kong Monetary Authority as operator (the “HKMA”) of the CMU.

The Notes will be issued in registered form and represented by the Global Note registered in the
name of the HKMA in its capacity as operator of the CMU and shall be delivered to and held by a
sub-custodian nominated by the HKMA as operator of the CMU, or the CMU operator.

The Global Note will be held for the account of CMU members who have accounts with the CMU
operator, or the CMU participants. For persons seeking to hold a beneficial interest in the Notes through
Euroclear or Clearstream, such persons will hold their interests through an account opened and held by
Euroclear or Clearstream with the CMU operator. Interests in the Global Certificate will only be shown
on, and transfers of interests will be effected through, records maintained by the CMU operator.

The Global Note will become exchangeable in whole, but not in part (save as otherwise provided),
for definitive notes in the denomination of RMB500,000 and higher integral multiples of RMB10,000
each if any of the following events occurs:

(1) if the Notes represented by the Global Note are held on behalf of the CMU or any other

clearing system and any such clearing system is closed for business for a continuous period of
14 days (other than by reason of holidays, statutory or otherwise);

(2) announces an intention permanently to cease business or does in fact do so;

(3) upon or following any failure to pay principal in respect of any Notes when it is due and
payable; or

(4) with the consent of the Issuer.
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Because the CMU operator can act only on behalf of the CMU participants, who in turn may act on
behalf of persons who hold interests through them, or indirect participants, the ability of persons having
interests in the Global Note to pledge such interests to persons or entities that are not CMU participants,
or otherwise take action in respect of such interests, may be affected by the lack of definitive notes.

While the Global Note is held by or on behalf of the CMU operator, payments of interest or principal
will be made to the persons for whose account a relevant interest in the Global Certificate is credited as
being held by the CMU operator at the relevant time, as notified to the Paying and Transfer Agent by the
CMU operator in a relevant CMU instrument position report (as defined in the rules of the CMU) or in any
other relevant notification by the CMU operator. So long as the Notes are represented by the Global Note
that is held by or on behalf of the CMU operator, such payment by the Issuer will discharge the Issuer’s
obligations in respect of that payment. Any payments by the CMU participants to indirect participants
will be governed by arrangements agreed between the CMU participants and the indirect participants and
will continue to depend on the inter-bank clearing system and traditional payment methods. Such
payments will be the sole responsibility of such CMU participants.

Payments, transfers, exchanges and other matters relating to interests in the Global Certificate may
be subject to various policies and procedures adopted by the CMU operator from time to time. None of
the Issuer, any of the Subsidiary Guarantors, the Trustee, the Registrar, the Paying and Transfer Agent,
the CMU Lodging and Paying Agent or any other agent will have any responsibility or liability for any
aspect of the CMU operator’s records relating to, or for payments made on account of, interests in the
Global Note, or for maintaining, supervising or reviewing any records relating to such interests.

For so long as all of the Notes are represented by the Global Note and such Global Note is held on
behalf of the CMU operator, notices to Holders may be given by delivery of the relevant notice to the
persons shown in a CMU instrument position report issued by the CMU operator on the business day
preceding the date of dispatch of such notice as holding interests in the Global Note for communication
to the CMU participants. Any such notice shall be deemed to have been given to the Holders on the second
business day on which such notice is delivered to the persons shown in the relevant CMU instrument
position report as aforesaid. Indirect participants will have to rely on the CMU participants (through
whom they hold the Notes, in the form of interests in the global certificate) to deliver the notices to them,
subject to the arrangements agreed between the indirect participants and the CMU participants.

The CMU operator is under no obligation to maintain or continue to operate the CMU and the CMU
operator is under no obligation to perform or continue to perform the procedures described above.
Accordingly, the CMU and such procedures may be discontinued or modified at any time. None of the
Issuer, the Subsidiary Guarantors, the Trustee, the Registrar, the Paying and Transfer Agent, the CMU
Lodging and Paying Agent or any other agent will have any responsibility for the performance by the
CMU operator or the CMU participants of their respective obligations under the rules and procedures
governing their operations.

Consent to Jurisdiction; Service of Process

The Company and each of the Subsidiary Guarantors will irrevocably (1) submit to the
non-exclusive jurisdiction of any U.S. federal or New York state court located in the Borough of
Manhattan, The City of New York in connection with any suit, action or proceeding arising out of, or
relating to, the Notes, any Subsidiary Guarantee, any JV Subsidiary Guarantee, the Indenture or any
transaction contemplated thereby; and (2) designate and appoint Corporation Service Company for
receipt of service of process in any such suit, action or proceeding.

Governing Law

Each of the Notes, the Subsidiary Guarantees, the JV Subsidiary Guarantees (if any) and the
Indenture will be governed by, and construed in accordance with, the laws of the State of New York.

Definitions
Set forth below are defined terms used in the covenants and other provisions of the Indenture.

Reference is made to the Indenture for other capitalized terms used in this “Description of the Notes” for
which no definition is provided.

-171 -



“Acquired Indebtedness” means Indebtedness of a Person existing at the time such Person becomes
a Restricted Subsidiary or Indebtedness of a Restricted Subsidiary assumed in connection with an Asset
Acquisition by such Restricted Subsidiary whether or not Incurred in connection with, or in
contemplation of, the Person merging with or into or becoming a Restricted Subsidiary.

“Affiliate” means, with respect to any Person, any other Person (1) directly or indirectly controlling,
controlled by, or under direct or indirect common control with, such Person; (2) who is a director or
officer of such Person or any Subsidiary of such Person or of any Person referred to in clause (1) of this
definition; or (3) who is a direct family member of Mr. Huang Yi or Mr. Li Guoqiang, as applicable. For
purposes of this definition, “control” (including, with correlative meanings, the terms ‘“controlling,”
“controlled by” and “under common control with”), as applied to any Person, means the possession,
directly or indirectly, of the power to direct or cause the direction of the management and policies of such
Person, whether through the ownership of voting securities, by contract or otherwise.

“Asset Acquisition” means (1) an investment by the Company or any of its Restricted Subsidiaries in
any other Person pursuant to which such Person shall become a Restricted Subsidiary or shall be merged
into or consolidated with the Company or any of its Restricted Subsidiaries; or (2) an acquisition by the
Company or any of its Restricted Subsidiaries of the property and assets of any Person other than the
Company or any of its Restricted Subsidiaries that constitute substantially all of a division or line of
business of such Person.

“Asset Disposition” means the sale or other disposition by the Company or any of its Restricted
Subsidiaries (other than to the Company or another Restricted Subsidiary) of (1) all or substantially all of
the Capital Stock of any Restricted Subsidiary; or (2) all or substantially all of the assets that constitute
a division or line of business of the Company or any of its Restricted Subsidiaries.

“Asset Sale” means any sale, transfer or other disposition (including by way of merger,
consolidation or Sale and Leaseback Transaction) of any of its property or assets (including any sale or
issuance of Capital Stock of a Subsidiary) in one transaction or a series of related transactions by the
Company or any of its Restricted Subsidiaries to any Person; provided that “Asset Sale” shall not include:

(1) sales or other dispositions of inventory, receivables and other current assets (including
properties under development for sale and completed properties for sale) in the ordinary course
of business;

(2) sales or other dispositions of cash and Temporary Cash Investments;

(3) sales or other dispositions of (i) non-derivative financial assets (which for the avoidance of
doubt, includes equity or equity linked securities) in listed and unlisted equity and debt
securities and (ii) non-derivative financial assets (which for the avoidance of doubt, includes
equity or equity linked securities) with fixed or determinable payments and fixed maturity, in
each case held by the Company or any of its Restricted Subsidiaries on the Original Issue Date;

(4) sales, transfers or other dispositions of assets constituting a Permitted Investment or Restricted
Payment permitted to be made under the “— Limitation on Restricted Payments” covenant;

(5) sales, transfers or other dispositions of assets with a Fair Market Value not in excess of RMB50
million (or the RMB Equivalent thereof) in any transaction or series of related transactions;

(6) any sale, transfer, assignment or other disposition of any property, or equipment that has
become damaged, worn out, obsolete or otherwise unsuitable or unavailable for use in

connection with the business of the Company or its Restricted Subsidiaries;

(7) any transfer, assignment or other disposition deemed to occur in connection with creating or
granting any Permitted Lien;

(8) atransaction covered by the covenant under the caption “— Consolidation, Merger and Sale of
Assets”; and
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(9) any sale, transfer or other disposition by the Company or any of its Restricted Subsidiaries,
including the sale or issuance by the Company or any Restricted Subsidiary of any Capital
Stock of any Restricted Subsidiary, to the Company or any Restricted Subsidiary.

“Attributable Indebtedness” means, in respect of a Sale and Leaseback Transaction, the present
value, discounted at the interest rate implicit in the Sale and Leaseback Transaction, of the total
obligations of the lessee for rental payments during the remaining term of the lease in the Sale and
Leaseback Transaction.

“Average Life” means, at any date of determination with respect to any Indebtedness, the quotient
obtained by dividing (1) the sum of the products of (a) the number of years from such date of
determination to the dates of each successive scheduled principal payment of such Indebtedness and (b)
the amount of such principal payment by (2) the sum of all such principal payments.

“Board of Directors” means the board of directors of the Company or any committee of such board
duly authorized to take the action purported to be taken by such committee.

“Board Resolution” means any resolution of the Board of Directors taking an action which it is
authorized to take and adopted at a meeting duly called and held at which a quorum of disinterested
members (if so required) was present and acting throughout or adopted by written resolution executed by
every member of the Board of Directors.

“Business Day” means any day which is not a Saturday, Sunday, legal holiday or other day on which
banking institutions in The City of New York, London, Singapore or Hong Kong (or in any other place in
which payments on the Notes are to be made) are authorized by law or governmental regulation to close.

“Capitalized Lease” means, with respect to any Person, any lease of any property (whether real,
personal or mixed) which, in conformity with GAAP, is required to be capitalized on the balance sheet of
such Person.

“Capitalized Lease Obligations” means the discounted present value of the rental obligations under
a Capitalized Lease.

“Capital Stock” means, with respect to any Person, any and all shares, interests, participations or
other equivalents (however designated, whether voting or non-voting) in equity of such Person, whether
outstanding on the Original Issue Date or issued thereafter, including, without limitation, all Common
Stock and Preferred Stock but excluding debt securities convertible into such equity.

“Change of Control” means the occurrence of one or more of the following events:
(I) the merger, amalgamation or consolidation of the Company with or into another Person or the
merger or amalgamation of another Person with or into the Company, or the sale of all or

substantially all the assets of the Company to another Person.

(2) the Permitted Holders are the beneficial owners of less than 40% of the total voting power of
the Voting Stock of the Company;

(3) either the Permitted Huang Holders or the Permitted Li Holders are the beneficial owners of
less than 15% of the total voting power of the Voting Stock of the Company;

(4) any Person other than the Permitted Holders is the beneficial owner of more voting power of
the Voting Stock of the Company than such total voting power held beneficially by the
Permitted Holders;

(5) individuals who on the Original Issue Date constituted the board of directors of the Company,
together with any new directors whose election by the board of directors was approved by a
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vote of at least two-thirds of the directors then still in office who were either directors or whose
election was previously so approved, cease for any reason to constitute a majority of the board
of directors of the Company then in office; or

(6) the adoption of a plan relating to the liquidation or dissolution of the Company.
“Change of Control Triggering Event” means the occurrence of a Change of Control.
“Clearstream” means Clearstream Banking, société anonyme, Luxembourg.

“CMU” means Central Moneymarkets Unit Service.

“Commodity Hedging Agreement” means any spot, forward or option commodity price protection
agreement or other similar agreement or arrangement designed to protect against fluctuations in
commodity prices.

“Common Stock” means, with respect to any Person, any and all shares, interests or other
participations in, and other equivalents (however designated and whether voting or non-voting) of such
Person’s common stock or ordinary shares, whether or not outstanding at the date of the Indenture, and
include, without limitation, all series and classes of such common stock or ordinary shares.

“Consolidated EBITDA” means, for any period, Consolidated Net Income for such period plus, to
the extent such amount was deducted in calculating such Consolidated Net Income:

(1) Consolidated Interest Expense,

(2) income taxes (other than income taxes attributable to extraordinary and non-recurring gains (or
losses) or sales of assets), and

(3) depreciation expense, amortization expense and all other non-cash items reducing
Consolidated Net Income (other than non-cash items in a period which reflect cash expenses
paid or to be paid in another period), less all non-cash items increasing Consolidated Net
Income other than accrual of revenue in the ordinary course of business,

all as determined on a consolidated basis for the Company and its Restricted Subsidiaries in conformity
with GAAP; provided that (1) if any Restricted Subsidiary is not a Wholly Owned Restricted Subsidiary,
Consolidated EBITDA shall be reduced (to the extent not otherwise reduced in accordance with GAAP)
by an amount equal to (A) the amount of the Consolidated Net Income attributable to such Restricted
Subsidiary multiplied by (B) the percentage ownership interest in the income of such Restricted
Subsidiary not owned on the last day of such period by the Company or any of its Restricted Subsidiaries
and (2) in the case of any PRC CJV (consolidated in accordance with GAAP), Consolidated EBITDA
shall be reduced (to the extent not already reduced in accordance with GAAP) by any payments,
distributions or amounts (including the Fair Market Value of any non-cash payments, distributions or
amounts) required to be made or paid by such PRC CJV to the PRC CJV Partner, or to which the PRC CJV
Partner otherwise has a right or is entitled, pursuant to the joint venture agreement governing such PRC
CJV.

“Consolidated Fixed Charges” means, for any period, the sum (without duplication) of (1)
Consolidated Interest Expense for such period and (2) all cash and non-cash dividends paid, declared,
accrued or accumulated during such period on any Disqualified Stock or Preferred Stock of the Company
or any Restricted Subsidiary held by Persons other than the Company or any Wholly Owned Restricted
Subsidiary, except for dividends payable in the Company’s Capital Stock (other than Disqualified Stock)
or paid to the Company or to a Wholly Owned Restricted Subsidiary.

“Consolidated Interest Expense” means, for any period, the amount that would be included in gross

interest expense on a consolidated income statement prepared in accordance with GAAP for such period
of the Company and its Restricted Subsidiaries, plus, to the extent not included in such gross interest
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expense, and to the extent incurred, accrued or payable during such period by the Company and its
Restricted Subsidiaries, without duplication, (1) interest expense attributable to Capitalized Lease
Obligations, (2) amortization of debt issuance costs and original issue discount expense and non-cash
interest payments in respect of any Indebtedness, (3) the interest portion of any deferred payment
obligation, (4) all commissions, discounts and other fees and charges with respect to letters of credit or
similar instruments issued for financing purposes or in respect of any Indebtedness, (5) the net costs
associated with Hedging Obligations (including the amortization of fees), and (6) any capitalized
interest, provided that interest expense attributable to interest on any Indebtedness bearing a floating
interest rate will be computed on a pro forma basis as if the rate in effect on the date of determination had
been the applicable rate for the entire relevant period; provided further, that if any Restricted Subsidiary
is not a Wholly Owned Restricted Subsidiary, Consolidated Interest Expense shall be reduced (to the
extent not otherwise reduced in accordance with GAAP) by an amount equal to (A) the amount of the
Consolidated Interest Expense attributable to such Restricted Subsidiary multiplied by (B) the percentage
ownership interest in the interest expense of such Restricted Subsidiary not owned on the last day of such
period by the Company or any of its Restricted Subsidiaries.

“Consolidated Net Income” means, with respect to any specified Person for any period, the
aggregate of the net income (or loss) of such Person and its Restricted Subsidiaries for such period, on a
consolidated basis, determined in conformity with GAAP; provided that the following items shall be
excluded in computing Consolidated Net Income (without duplication):

(1) the net income (or loss) of any Person that is not a Restricted Subsidiary or that is accounted
for by the equity method of accounting except that:

(a) subject to the exclusion contained in clause (5) below, the Company’s equity in the net
income of any such Person for such period shall be included in such Consolidated Net
Income up to the aggregate amount of cash actually distributed by such Person during
such period to the Company or a Restricted Subsidiary as a dividend or other distribution
(subject, in the case of a dividend or other distribution paid to a Restricted Subsidiary, to
the limitations contained in clause (3) below); and

(b) the Company’s equity in a net loss of any such Person for such period shall be included in
determining such Consolidated Net Income to the extent funded with cash or other assets
of the Company or Restricted Subsidiaries;

(2) the net income (or loss) of any Person accrued prior to the date it becomes a Restricted
Subsidiary or is merged into or consolidated with the Company or any of its Restricted
Subsidiaries or all or substantially all of the property and assets of such Person are acquired by
the Company or any of its Restricted Subsidiaries;

(3) the net income (but not loss) of any Restricted Subsidiary to the extent that the declaration or
payment of dividends or similar distributions by such Restricted Subsidiary of such net income
is not at the time permitted by the operation of the terms of its charter, articles of association or
other similar constitutive documents, or any agreement, instrument, judgment, decree, order,
statute, rule or governmental regulation applicable to such Restricted Subsidiary;

(4) the cumulative effect of a change in accounting principles;

(5) any net after tax gains realized on the sale or other disposition of (A) any property or assets of
the Company or any Restricted Subsidiary which is not sold in the ordinary course of its
business or (B) any Capital Stock of any Person (including any gains by the Company realized

on sales of Capital Stock of the Company or other Restricted Subsidiaries);

(6) any translation gains and losses due solely to fluctuations in currency values and related tax
effects; and

(7) any net after-tax extraordinary or non-recurring gains.
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“Consolidated Net Worth” means, at any date of determination, stockholders’ equity as set forth on
the most recently available semi-annual or annual consolidated balance sheet of the Company and any
Restricted Subsidiaries, plus, to the extent not included, any Preferred Stock of the Company, less any
amounts attributable to Disqualified Stock or any equity security convertible into or exchangeable for
Indebtedness, the cost of treasury stock and the principal amount of any promissory notes receivable from
the sale of the Capital Stock of the Company or any of its Restricted Subsidiaries, each item to be
determined in conformity with GAAP.

“Currency Agreement” means any foreign exchange forward contract, currency swap agreement or
other similar agreement or arrangement designed to protect against fluctuations in foreign exchange
rates.

“Default” means any event that is, or after notice or passage of time or both would be, an Event of
Default.

“Disqualified Stock” means any class or series of Capital Stock of any Person that by its terms or
otherwise is (1) required to be redeemed prior to the date that is 183 days after the Stated Maturity of the
Notes, (2) redeemable at the option of the holder of such class or series of Capital Stock at any time prior
to the date that is 183 days after the Stated Maturity of the Notes or (3) convertible into or exchangeable
for Capital Stock referred to in clause (1) or (2) above or Indebtedness having a scheduled maturity prior
to the date that is 183 days after the Stated Maturity of the Notes; provided that any Capital Stock that
would not constitute Disqualified Stock but for provisions thereof giving holders thereof the right to
require such Person to repurchase or redeem such Capital Stock upon the occurrence of an “asset sale” or
“change of control” occurring prior to the Stated Maturity of the Notes shall not constitute Disqualified
Stock if the “asset sale” or “change of control” provisions applicable to such Capital Stock are no more
favorable to the holders of such Capital Stock than the provisions contained in the “— Limitation on
Asset Sales” and “—Repurchase of Notes upon a Change of Control Triggering Event” covenants and
such Capital Stock specifically provides that such Person will not repurchase or redeem any such stock
pursuant to such provision prior to the Company’s repurchase of such Notes as are required to be
repurchased pursuant to the “— Limitation on Asset Sales” and “— Repurchase of Notes upon a Change
of Control Triggering Event” covenants.

“Entrusted Loan” means borrowings by a Restricted Subsidiary from a bank that are secured by a
pledge of deposits made by another Restricted Subsidiary to the lending bank as security for such
borrowings, provided that such borrowings are not reflected on the consolidated balance sheet of the
Company.

“Euroclear” means Euroclear Bank S.A./N.V.

“Fair Market Value” means the price that would be paid in an arm’s-length transaction between an
informed and willing seller under no compulsion to sell and an informed and willing buyer under no
compulsion to buy, as determined in good faith by the Board of Directors, whose determination shall be
conclusive if evidenced by a Board Resolution, except in the case of a determination of Fair Market Value
of total assets for the purposes of determining a JV Entitlement Amount, in which case such price shall be
determined by an accounting, appraisal or investment banking firm of international standing appointed by
the Company.

“Fixed Charge Coverage Ratio” means, on any Transaction Date, the ratio of (1) the aggregate
amount of Consolidated EBITDA for the then most recent two semi-annual period prior to such
Transaction Date for which consolidated financial statements of the Company are available (the “Two
Semi-Annual Period”) to (2) the aggregate Consolidated Fixed Charges during such Two Semi-Annual
Period. In making the foregoing calculation:

(a) pro forma effect shall be given to any Indebtedness, Disqualified Stock or Preferred Stock
Incurred, repaid or redeemed during the period (the “Reference Period”) commencing on and
including the first day of the Two Semi-Annual Period and ending on and including the
Transaction Date (other than Indebtedness Incurred or repaid under a revolving credit or
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similar arrangement (or under any predecessor revolving credit or similar arrangement) in
effect on the last day of such Two Semi-Annual Period), in each case as if such Indebtedness,
Disqualified Stock or Preferred Stock had been Incurred, repaid or redeemed on the first day of
such Reference Period; provided that, in the event of any such repayment or redemption,
Consolidated EBITDA for such period shall be calculated as if the Company or such Restricted
Subsidiary had not earned any interest income actually earned during such period in respect of
the funds used to repay such Indebtedness, Disqualified Stock or Preferred Stock;

(b) Consolidated Interest Expense attributable to interest on any Indebtedness (whether existing or
being Incurred) computed on a pro forma basis and bearing a floating interest rate shall be
computed as if the rate in effect on the Transaction Date (taking into account any Interest Rate
Agreement applicable to such Indebtedness if such Interest Rate Agreement has a remaining
term in excess of 12 months or, if shorter, at least equal to the remaining term of such
Indebtedness) had been the applicable rate for the entire period;

(c) pro forma effect shall be given to the creation, designation or redesignation of Restricted and
Unrestricted Subsidiaries as if such creation, designation or redesignation had occurred on the
first day of such Reference Period;

(d) pro forma effect shall be given to Asset Dispositions and Asset Acquisitions (including giving
pro forma effect to the application of proceeds of any Asset Disposition) that occur during such
Reference Period as if they had occurred and such proceeds had been applied on the first day of
such Reference Period; and

(e) pro forma effect shall be given to asset dispositions and asset acquisitions (including giving
pro forma effect to the application of proceeds of any asset disposition) that have been made by
any Person that has become a Restricted Subsidiary or has been merged with or into the
Company or any Restricted Subsidiary during such Reference Period and that would have
constituted Asset Dispositions or Asset Acquisitions had such transactions occurred when such
Person was a Restricted Subsidiary as if such asset dispositions or asset acquisitions were
Asset Dispositions or Asset Acquisitions that occurred on the first day of such Reference
Period;

provided that to the extent that clause (d) or (e) of this sentence requires that pro forma effect be given to
an Asset Acquisition or Asset Disposition (or asset acquisition or asset disposition), such pro forma
calculation shall be based upon the two full fiscal semi-annual periods immediately preceding the
Transaction Date of the Person, or division or line of business of the Person, that is acquired or disposed
for which financial information is available.

“GAAP” means generally accepted accounting principles in Hong Kong as in effect from time to
time. All ratios and computations contained or referred to in the Indenture shall be computed in
conformity with GAAP.

“Group” means the Issuer and its Subsidiaries;

“Guarantee” means any obligation, contingent or otherwise, of any Person directly or indirectly
guaranteeing any Indebtedness or other obligation of any other Person and, without limiting the
generality of the foregoing, any obligation, direct or indirect, contingent or otherwise, of such Person (1)
to purchase or pay (or advance or supply funds for the purchase or payment of) such Indebtedness or other
obligation of such other Person (whether arising by virtue of partnership arrangements, or by agreements
to keep-well, to purchase assets, goods, securities or services, to take-or-pay, or to maintain financial
statement conditions or otherwise) or (2) entered into for purposes of assuring in any other manner the
obligee of such Indebtedness or other obligation of the payment thereof or to protect such obligee against
loss in respect thereof (in whole or in part); provided that the term “Guarantee” shall not include
endorsements for collection or deposit in the ordinary course of business. The term “Guarantee” used as
a verb has a corresponding meaning.

“Hedging Obligation” of any Person means the obligations of such Person pursuant to any
Commodity Hedging Agreement, Currency Agreement or Interest Rate Agreement.
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“Holder” means the Person in whose name a Note is registered in the Note register.

“Incur” means, with respect to any Indebtedness or Capital Stock, to incur, create, issue, assume,
Guarantee or otherwise become liable for or with respect to, or become responsible for, the payment of,
contingently or otherwise, such Indebtedness or Capital Stock; provided that (1) any Indebtedness and
Capital Stock of a Person existing at the time such Person becomes a Restricted Subsidiary (or fails to
meet the qualifications necessary to remain an Unrestricted Subsidiary) will be deemed to be Incurred by
such Restricted Subsidiary at the time it becomes a Restricted Subsidiary and (2) the accretion of original
issue discount, the accrual of interest, the accrual of dividends, the payment of interest in the form of
additional Indebtedness and the payment of dividends in the form of additional shares of Preferred Stock
or Disqualified Stock shall not be considered an Incurrence of Indebtedness. The terms “Incurrence,”
“Incurred” and “Incurring” have meanings correlative with the foregoing.

“Indebtedness” means, with respect to any Person at any date of determination (without
duplication):

(1) all indebtedness of such Person for borrowed money;

(2) all obligations of such Person evidenced by bonds, debentures, notes or other similar
instruments;

(3) all obligations of such Person in respect of letters of credit, bankers’ acceptances or other
similar instruments;

(4) all obligations of such Person to pay the deferred and unpaid purchase price of property or
services, except Trade Payables;

(5) all Capitalized Lease Obligations and Attributable Indebtedness;

(6) all Indebtedness of other Persons secured by a Lien on any asset of such Person, whether or not
such Indebtedness is assumed by such Person; provided that the amount of such Indebtedness
shall be the lesser of (a) the Fair Market Value of such asset at such date of determination and
(b) the amount of such Indebtedness;

(7) all Indebtedness of other Persons Guaranteed by such Person to the extent such Indebtedness is
Guaranteed by such Person; and

(8) all Disqualified Stock issued by such Person valued at the greater of its voluntary or
involuntary liquidation preference and its maximum fixed repurchase price plus accrued
dividends.

Notwithstanding the foregoing, Indebtedness shall not include any capital commitments, deferred
payment obligations, indemnities provided to joint venture partners, Entrusted Loans, presale receipts in
advance from customers, performance obligation or similar obligations (and any Guarantee thereof),
Incurred in the ordinary course of business or in connection with the acquisition, development,
construction or improvement of real or personal property (including land use rights) to be used in a
Permitted Business; provided that such Indebtedness is not reflected as borrowings on the consolidated
balance sheet of the Company and its Restricted Subsidiaries as a loan or borrowing (contingent
obligations and commitments referred to in a footnote to financial statements and not otherwise reflected
as borrowings on the balance sheet will not be deemed to be reflected as borrowings on such balance
sheet).

The amount of Indebtedness of any Person at any date shall be the outstanding balance at such date
of all unconditional obligations as described above and, with respect to contingent obligations, the
maximum liability upon the occurrence of the contingency giving rise to the obligation; provided

(1) that the amount outstanding at any time of any Indebtedness issued with original issue discount

is the face amount of such Indebtedness less the remaining unamortized portion of the original
issue discount of such Indebtedness at such time as determined in conformity with GAAP;
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(2) that money borrowed and set aside at the time of the Incurrence of any Indebtedness in order to
prefund the payment of the interest on such Indebtedness shall not be deemed to be
“Indebtedness” so long as such money is held to secure the payment of such interest; and

(3) that the amount of Indebtedness with respect to any Hedging Obligation shall be: (i) zero if
Incurred pursuant to paragraph (2)(f) under the “Limitation on Indebtedness and Preferred
Stock™ covenant, and (ii) equal to the net amount payable by such Person if such Hedging
Obligation terminated at that time if not Incurred pursuant to such paragraph.

“Independent Third Party” means any Person that is not an Affiliate of the Company.

“Insurance Company Investor” means an Independent Third Party that is an insurance company
organized under the laws of the PRC or an Affiliate of such an insurance company that acquires a minority
interest in the Capital Stock of a Subsidiary of a PRC Restricted Subsidiary.

“Interest Rate Agreement” means any interest rate protection agreement, interest rate future
agreement, interest rate option agreement, interest rate swap agreement, interest rate cap agreement,
interest rate collar agreement, interest rate hedge agreement, option or future contract or other similar
agreement or arrangement designed to protect against fluctuations in interest rates.

“Investment” means, with respect to any Person:

(1) any direct or indirect advance, loan or other extension of credit by such Person to another
Person;

(2) any capital contribution by such Person to another Person (by means of any transfer of cash or
other property to others or any payment for property or services for the account or use of
others);

(3) any purchase or acquisition of Capital Stock, Indebtedness, bonds, notes, debentures or other
similar instruments or securities by such Person issued by another Person; or

(4) any Guarantee of any obligation by such Person of another Person to the extent such obligation
is outstanding and to the extent Guaranteed by such Person.

An acquisition of assets, Capital Stock or other securities by the Company or a Subsidiary for
consideration to the extent such consideration consists of Common Stock of the Company will not be
deemed an Investment.

For the purposes of the provisions of the “Designation of Restricted and Unrestricted Subsidiaries”
and “Limitation on Restricted Payments” covenants: (1) the Company will be deemed to have made an
Investment in an Unrestricted Subsidiary in an amount equal to the Fair Market Value of Company’s
proportionate interest in the assets (net of the Company’s proportionate interest in the liabilities owed to
any Person other than the Company or a Restricted Subsidiary and that are not Guaranteed by the
Company or a Restricted Subsidiary) of a Restricted Subsidiary that is designated an Unrestricted
Subsidiary at the time of such designation, and (2) any property transferred to or from any Person shall be
valued at its Fair Market Value at the time of such transfer, as determined in good faith by the Board of
Directors.

“Investment Grade” means a rating of “AAA,” “AA,” “A” or “BBB,” as modified by a “+” or “—”
indication, or an equivalent rating representing one of the four highest rating categories, by S&P or any of
its successors or assigns or a rating of “Aaa,” or “Aa,” “A” or “Baa,” as modified by a “1,” “2” or “3”
indication, or an equivalent rating representing one of the four highest rating categories, by Moody’s, or
any of its successors or assigns or the equivalent ratings of any internationally recognized rating agency
or agencies, as the case may be, which shall have been designated by the Company as having been
substituted for S&P or Moody’s or both, as the case may be.
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“JV Entitlement Amount” means, with respect to any JV Subsidiary Guarantor, an amount that is
equal to the product of (i) the Fair Market Value of the total assets of such JV Subsidiary and its
Restricted Subsidiaries that are providing JV Subsidiary Guarantees, on a consolidated basis (without
deducting any Indebtedness or other liabilities of such JV Subsidiary and such Restricted Subsidiaries) as
of the date of the last fiscal year end of the Company; and (ii) a percentage equal to the effective
ownership interest of the Company and its Restricted Subsidiaries expressed as a percentage in the JV
Subsidiary Group.

“JV Subsidiary Guarantee” has the meaning set forth under the caption “— The Subsidiary
Guarantees and the JV Subsidiary Guarantees.”

“JV Subsidiary Guarantor” means a Restricted Subsidiary that executes a JV Subsidiary Guarantee.

“Lien” means any mortgage, pledge, security interest, encumbrance, lien or charge of any kind
(including, without limitation, any conditional sale or other title retention agreement or lease in the
nature thereof or any agreement to create any mortgage, pledge, security interest, lien, charge, easement
or encumbrance of any kind) except Permitted Lien.

“Moody’s” means Moody’s Investors Service, Inc. and its successors.
“Net Cash Proceeds” means:

(1) with respect to any Asset Sale, the proceeds of such Asset Sale in the form of cash or cash
equivalents, including payments in respect of deferred payment obligations (to the extent
corresponding to the principal, but not interest, component thereof) when received in the form
of cash or cash equivalents and proceeds from the conversion of other property received when
converted to cash or cash equivalents, net of:

(a) brokerage commissions and other fees and expenses (including fees and expenses of
counsel and investment bankers) related to such Asset Sale;

(b) provisions for all taxes (whether or not such taxes will actually be paid or are payable) as
a result of such Asset Sale without regard to the consolidated results of operations of the
Company and its Restricted Subsidiaries, taken as a whole;

(c) payments made to repay Indebtedness or any other obligation outstanding at the time of
such Asset Sale that either (x) is secured by a Lien on the property or assets sold or (y) is
required to be paid as a result of such sale;

(d) appropriate amounts to be provided by the Company or any Restricted Subsidiary as a
reserve against any liabilities associated with such Asset Sale, including, without
limitation, pension and other post-employment benefit liabilities, liabilities related to
environmental matters and liabilities under any indemnification obligations associated
with such Asset Sale, all as determined in conformity with GAAP; and

(2) with respect to any issuance or sale of Capital Stock or securities convertible or exchangeable
into Capital Stock, the proceeds of such issuance or sale in the form of cash or cash
equivalents, including payments in respect of deferred payment obligations (to the extent
corresponding to the principal, but not interest, component thereof) when received in the form
of cash or cash equivalents and proceeds from the conversion of other property received when
converted to cash or cash equivalents, net of attorneys’ fees, accountants’ fees, underwriters’
or placement agents’ fees, discounts or commissions and brokerage, consultant and other fees
incurred in connection with such issuance or sale and net of taxes paid or payable as a result
thereof.

“Non-Guaranteed Portion” means, at any time of determination with respect to all of the JV
Subsidiary Guarantors then existing and their respective Restricted Subsidiaries, the aggregate value
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(without duplication) of the equity interests held by each Independent Third Party in any JV Subsidiary
Guarantor as determined by multiplying (x) the total assets as shown on the balance sheet of the relevant
JV Subsidiary Guarantor for its most recently ended semi-annual period (or, in the case of the JV
Subsidiary Guarantor executing such JV Subsidiary Guarantee and any other Restricted Subsidiary of the
Company that became a JV Subsidiary Guarantor after the end of the most recently ended semi-annual
period, as shown on the balance sheet of such JV Subsidiary Guarantor after giving pro forma effect to the
sale or issuance of Capital Stock to the relevant Independent Third Parties) by (y) the proportionate
ownership of all Capital Stock held by such Independent Third Party in such JV Subsidiary Guarantor,
provided that (A) assets attributable to any Unrestricted Subsidiary of such JV Subsidiary Guarantor and
(B) assets which would be eliminated from the calculation of Total Assets of the Company for the relevant
semi-annual period shall be excluded from the calculation of total assets in clause (x) above.

“Offer to Purchase” means an offer to purchase Notes by the Company from the Holders commenced
by the Company mailing a notice by first class mail, postage prepaid, to the Trustee, the Paying and
Transfer Agent and each Holder at its last address appearing in the Note register stating:

(1) the covenant pursuant to which the offer is being made and that all Notes validly tendered will
be accepted for payment on a pro rata basis;

(2) the purchase price expressed as a percentage of the principal amount of such Note, the date of
purchase (which shall be a Business Day no earlier than 30 days nor later than 60 days from the
date such notice is mailed) (the “Offer to Purchase Payment Date”);

(3) that any Note not tendered will continue to accrue interest pursuant to its terms;

(4) that, unless the Company defaults in the payment of the purchase price, any Note accepted for
payment pursuant to the Offer to Purchase shall cease to accrue interest on and after the Offer
to Purchase Payment Date;

(5) that Holders electing to have a Note purchased pursuant to the Offer to Purchase will be
required to surrender the Note, together with the form entitled “Option of the Holder to Elect
Purchase” on the reverse side of the Note completed, to the Paying Agent at the address
specified in the notice prior to the close of business on the Business Day immediately
preceding the Offer to Purchase Payment Date;

(6) that Holders will be entitled to withdraw their election if the Paying Agent receives, not later
than the close of business on the third Business Day immediately preceding the Offer to
Purchase Payment Date, a facsimile transmission or letter setting forth the name of such
Holder, the principal amount of Notes delivered for purchase and a statement that such Holder
is withdrawing his election to have such Notes purchased; and

(7) that Holders whose Notes are being purchased only in part will be issued new Notes equal in
principal amount to the unpurchased portion of the Notes surrendered; provided that each Note
purchased and each new Note issued shall be in a principal amount of RMB500,000 or integral
multiples of RMB10,000.

“Officer” means one of the executive directors of the Company or, in the case of a Subsidiary

Guarantor or JV Subsidiary Guarantor, one of the directors or officers of such Subsidiary Guarantor or JV
Subsidiary Guarantor, as the case may be.

“Officers’ Certificate” means a certificate signed by the lesser of two and all of the Officers.

“Opinion of Counsel” means a written opinion from legal counsel who is reasonably acceptable to
the Trustee. The counsel may be an employee of or counsel to the Company.

“Original Issue Date” means the date on which the Notes are originally issued under the Indenture.

“Pari Passu Subsidiary Guarantee” means a guarantee by any Subsidiary Guarantor or any JV
Subsidiary Guarantor of Indebtedness of the Company (including Additional Notes) or a Subsidiary
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Guarantor; provided that (1) the Company or such Subsidiary Guarantor was permitted to Incur such
Indebtedness under the covenant under the caption “— Limitation on Indebtedness and Preferred Stock”
and (2) such guarantee ranks pari passu with any outstanding Subsidiary Guarantee of such Subsidiary
Guarantor, or with any outstanding JV Subsidiary Guarantee of such JV Subsidiary Guarantor, as the case
may be.

“Payment Default” means (1) any default in the payment of interest on any Note when the same
becomes due and payable, (2) any default in the payment of principal of (or premium, if any, on) the
Notes when the same becomes due and payable at maturity, upon acceleration, redemption or otherwise,
(3) the failure by the Company to make or consummate a Change of Control Offer in the manner
described under the caption “— Repurchase of Notes upon a Change of Control Triggering Event,” or an
Offer to Purchase in the manner described under the caption “— Limitation on Asset Sales” or (4) any
Event of Default specified in clause (5) of the definition of Events of Default.

“Permitted Business” means any business which is the same as or related, ancillary or
complementary to any of the businesses of the Company and its Restricted Subsidiaries (as described in
the Offering Circular) on the Original Issue Date, including the automotive insurance business.

“Permitted Holders” means any or all of the Permitted Huang Holders or Permitted Li Holders

“Permitted Huang Holders” means any or all of the following:

(1) Mr. Huang Yi;

(2) the estate and any spouse or immediate family member of the Persons specified in clause (1) or
the legal representatives of any of the foregoing;

(3) any Affiliate (other than an Affiliate as defined in clause (2) or (3) of the definition of Affiliate)
of the Persons specified in clause (1) or (2); and

(4) any Person both the Capital Stock and the Voting Stock of which (or in the case of a trust, the
beneficial interests in which) are wholly owned by Persons specified in clauses (1), (2) and (3).

“Permitted Investment” means:

(1) any Investment in the Company or a Restricted Subsidiary that is primarily engaged in a
Permitted Business or a Person which will, upon the making of such Investment or
immediately thereafter, become a Restricted Subsidiary that is primarily engaged in a
Permitted Business or be merged or consolidated with or into or transfer or convey all or
substantially all its assets to, the Company or a Restricted Subsidiary that is primarily engaged
in a Permitted Business;

(2) Cash or Temporary Cash Investments;

(3) payroll, travel and similar advances to cover matters that are expected at the time of such
advances ultimately to be treated as expenses in accordance with GAAP;

(4) stock, obligations or securities received in satisfaction of judgments;

(5) an Investment in an Unrestricted Subsidiary consisting solely of an Investment in another
Unrestricted Subsidiary;

(6) receivables, trade credits or other current assets owing to the Company or any Restricted
Subsidiary, if created or acquired in the ordinary course of business and payable or
dischargeable in accordance with customary trade terms;

(7) Investments made by the Company or any Restricted Subsidiary consisting of consideration

received in connection with an Asset Sale made in compliance with the covenant under the
caption “— Limitation on Asset Sales”;
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)

9

(10)

(11)

(12)

(13)

(14)

(15)

(16)

pledges or deposits (x) with respect to leases or utilities provided to third parties in the
ordinary course of business or (y) otherwise described in the definition of “Permitted Liens” or
made in connection with Liens permitted under the covenant described under “— Negative
Pledge”;

Investments in securities of trade creditors, trade debtors or customers received pursuant to any
plan of reorganization or similar arrangement upon the bankruptcy or insolvency of such trade
creditor, trade debtor or customer;

loans or advances to vendors, contractors, suppliers, distributors or sellers for the acquisition
of assets (including acquisition through the purchase of Capital Stock of any Person owning
such assets) or consumables or services, including for the purpose of construction or
development projects, in the ordinary course of business that are (i) recorded as deposits or
prepaid expenses on the Company’s consolidated balance sheet or (ii) dischargeable in
accordance with customary trade terms within 120 days;

deposits made in order to comply with statutory or regulatory obligations to maintain deposits
for workers compensation claims and other purposes specified by statute or regulation from
time to time in the ordinary course of business;

repurchase of the Notes;

any Investment pursuant to a Hedging Obligation designed solely to protect the Company or
any Restricted Subsidiary against fluctuations in commodity prices, interest rates or foreign
currency exchange rate;

any Investment pursuant to any Guarantees by the Company or any Restricted Subsidiary in
favor of any bank or other similar financial institutions in the ordinary course of business of (i)
secured loans of purchaser of automobiles from the Company or any Restricted Subsidiaries or
(i1) loans of an Independent Third Party, provided that such Independent Third Party has also
provided Guarantees in the same amount in favor of any bank or other similar financial
institutions of loans of the Company or a Restricted Subsidiary, as the case may be; and

deposits made in order to secure the performance of the Company or any of its Restricted
Subsidiaries and prepayments made in connection with the acquisition of real property or land
use rights by the Company or any of its Restricted Subsidiaries, in each case in the ordinary
course of business; and

Investments in existence on the Original Issue Date.

“Permitted Li Holders” means any or all of the following:

(1
(2)

(3)

(4)

Mr. Li Guoqgiang;

the estate and any spouse or immediate family member of the Persons specified in clause (1) or
the legal representatives of any of the foregoing;

any Affiliate (other than an Affiliate as defined in clause (2) or (3) of the definition of Affiliate)
of the Persons specified in clause (1) or (2); and

any Person both the Capital Stock and the Voting Stock of which (or in the case of a trust, the
beneficial interests in which) are wholly owned by Persons specified in clauses (1), (2) and (3).
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“Permitted Liens” means:

(1

(2)

(3)

(4)

(5)

(6)
(7

(8)

9

(10)

(11)

(12)

(13)

Liens for taxes, assessments, governmental charges or claims that are being contested in good
faith by appropriate legal or administrative proceedings promptly instituted and diligently
conducted and for which a reserve or other appropriate provision, if any, as shall be required in
conformity with GAAP shall have been made;

statutory and common law Liens of landlords and carriers, warehousemen, mechanics,
suppliers, repairmen or other similar Liens arising in the ordinary course of business and with
respect to amounts not yet delinquent or being contested in good faith by appropriate legal or
administrative proceedings promptly instituted and diligently conducted and for which a
reserve or other appropriate provision, if any, as shall be required in conformity with GAAP
shall have been made;

Liens incurred or deposits made to secure the performance of tenders, bids, leases, sale and
disposition of assets, statutory or regulatory obligations, bankers’ acceptances, surety and
appeal bonds, government contracts, performance, and return-of-money bonds and other
obligations of a similar nature incurred in the ordinary course of business (exclusive of
obligations for the payment of borrowed money);

leases or subleases granted to others that do not materially interfere with the ordinary course of
business of the Company and its Restricted Subsidiaries, taken as a whole;

Liens on property of, or on shares of Capital Stock or Indebtedness of, any Person existing at
the time such Person becomes, or becomes a part of, any Restricted Subsidiary; provided that
such Liens do not extend to or cover any property or assets of the Company or any Restricted
Subsidiary other than the property or assets acquired; provided further that such Liens were not
created in contemplation of or in connection with the transactions or series of transactions
pursuant to which such Person became a Restricted Subsidiary;

Liens in favor of the Company or any Restricted Subsidiary;

Liens arising from the rendering of a final judgment or order against the Company or any
Restricted Subsidiary that does not give rise to an Event of Default;

Liens securing reimbursement obligations with respect to letters of credit that encumber
documents and other property relating to such letters of credit and the products and proceeds
thereof;

Liens encumbering customary initial deposits and margin deposits, and other Liens that are
within the general parameters customary in the industry and incurred in the ordinary course of
business, in each case, securing Indebtedness under Hedging Obligations permitted by clause
(f) of the second paragraph of the covenant under the caption “— Limitation on Indebtedness
and Preferred Stock”;

Liens existing on the Original Issue Date;

Liens securing Indebtedness which is Incurred to refinance secured Indebtedness which is
permitted to be Incurred under clause (e) of the second paragraph of the covenant described
under the caption entitled “— Certain Covenants — Limitation on Indebtedness and Preferred
Stock”; provided that such Liens do not extend to or cover any property or assets of the
Company or any Restricted Subsidiary other than the property or assets securing the
Indebtedness being refinanced;

any interest or title of a lessor in the property subject to any operating lease;

easements, rights-of-way, municipal and zoning ordinances or other restrictions as to the use
of properties in favor of governmental agencies or utility companies that do not materially
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(14)

(15)

(16)

(17)

(18)

(19)

(20)

(21)

adversely affect the value of such properties or materially impair the use for the purposes of
which such properties are held by the Company or any Restricted Subsidiary.

Liens (including extensions and renewals thereof) upon assets (including business, dealerships
and Capital Stock), real or personal property (including land use rights) or equipment owned
by a Restricted Subsidiary created after the Original Issue Date; provided that (a) such Lien is
created solely for the purpose of securing Indebtedness of the type described under clause
(2)(g) of the covenant under the caption entitled “— Certain Covenants — Limitation on
Indebtedness and Preferred Stock™ and with respect to Lien created for the purpose of securing
Indebtedness of the type described under clause (2)(g)(ii), such Lien is created prior to, at the
time of or within 180 days after the later of the acquisition or the completion of development,
construction or improvement of such assets, property or equipment and (b) the aggregate book
value of assets, property and equipment (as reflected in the most recent available consolidated
financial statements of the Company (which may be internal consolidated statements) or, if any
such assets, property or equipment have been acquired since the date of such financial
statements, the purchase price or cost of such assets, property or equipment) subject to Liens
incurred pursuant to this clause (14) does not exceed 130% of the aggregate principal amount
of Indebtedness secured by such Liens;

Liens on deposits made in order to comply with statutory obligations to maintain deposits for
workers compensation claims and other purposes specified by statue made in the ordinary
course of business and not securing Indebtedness of the Company or any Restricted
Subsidiary;

Liens on deposits made in order to secure the performance of the Company or any Restricted
Subsidiary in connection with the acquisition of real property or land use rights by the
Company or any of its Restricted Subsidiaries in the ordinary course of business and not
securing Indebtedness of the Company or any Restricted Subsidiary;

Liens incurred on deposits made to secure Entrusted Loans;

Liens securing Indebtedness under any Guarantees by the Company or any Restricted
Subsidiary in favor of any bank or other similar financial institutions in the ordinary course of
business of (i) secured loans of purchaser of automobiles from the Company or any Restricted
Subsidiaries or (ii) loans of Independent Third Parties, provided that such Independent Third
Parties have also provided Guarantees in the same amounts in favor of any bank or other
similar financial institutions of loans of the Company or a Restricted Subsidiary, as the case
may be;

any renewal or extension of the Liens described in the foregoing clauses which is limited to the
original property or assets covered thereby;

Liens securing Indebtedness of any Restricted Subsidiary arising from the use of bank
acceptance notes and commercial notes to purchase automobiles or automobile-related spare
parts, equipment or accessories in the ordinary course of business, provided that such
Indebtedness is settled within 180 days of Incurrence, which Indebtedness is permitted to be
Incurred under clause (m) of the second paragraph of the covenant described under “
Certain Covenants — Limitation on Indebtedness and Preferred Stock™; and

Liens securing Indebtedness of any Restricted Subsidiary with a maturity date of one year or
less used by the Company or any Restricted Subsidiary for (i) working capital purposes to
purchase automobiles or automobile-related spare parts, equipment or accessories in the
ordinary course of business or (ii) working capital purposes (other than to purchase
automobiles or automobile-related spare parts, equipment or accessories) in the ordinary
course of business, which Indebtedness is permitted to be Incurred under clause (n) and clause
(0) of the second paragraph of the covenant described under “ — Certain Covenants —
Limitation on Indebtedness and Preferred Stock™.
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“Permitted Subsidiary Indebtedness” means Indebtedness of, and all Preferred Stock issued by, the
Restricted Subsidiaries (excluding any Indebtedness of the Subsidiary Guarantors and Indebtedness of
each JV Subsidiary Guarantor, up to the JV Entitlement Amount); provided that, on the date of the
Incurrence of such Indebtedness and after giving effect thereto and the application of the proceeds
thereof, the aggregate principal amount outstanding of all such Indebtedness (excluding the amount of
any Public Indebtedness of any Restricted Subsidiary, any Indebtedness of any Subsidiary Guarantor, the
Indebtedness of each JV Subsidiary Guarantor (up to the JV Entitlement Amount) and any Indebtedness
of any Restricted Subsidiary permitted under clauses 2(a), (b), (d), (f), (h) or (I) of the covenant described
under “— Certain Covenants — Limitation on Indebtedness and Preferred Stock™) does not exceed an
amount equal to 15% of the Total Assets.

“Person” means any individual, corporation, partnership, limited liability company, joint venture,
trust, unincorporated organization or government or any agency or political subdivision thereof.

“Preferred Stock” as applied to the Capital Stock of any Person means Capital Stock of any class or
classes that by its term is preferred as to the payment of dividends, or as to the distribution of assets upon
any voluntary or involuntary liquidation or dissolution of such Person, over shares of Capital Stock of any
other class of such Person.

“PRC” means the People’s Republic of China, excluding Hong Kong Special Administrative
Region, Macau Special Administrative Region and Taiwan.

“PRC CJV” means any Subsidiary that is a Sino-foreign cooperative joint venture enterprise with
limited liability, established in the PRC pursuant to the Law of the People’s Republic of China on
Sino-foreign Cooperative Joint Ventures adopted on April 13, 1988 (as most recently amended on
October 13, 2000) and the Detailed Rules for the Implementation of the Law of the People’s Republic of
China on Sino-foreign Cooperative Joint Ventures promulgated on September 4, 1995, as such laws may
be amended.

“PRC CJV Partner” means with respect to a PRC CJV, the other party to the joint venture agreement
relating to such PRC CJV with the Company or any Restricted Subsidiary.

“PRC Restricted Subsidiary” means a Restricted Subsidiary organized under the laws of the PRC.

“Public Indebtedness” means any bonds, debentures, notes or similar debt securities issued in a
public offering or a private placement (other than the Notes) to institutional investors.

“Rating Agencies” means (1) S&P and (2) Moody’s and (3) if S&P or Moody’s or both shall not
make a rating of the Notes publicly available, a nationally recognized securities rating agency or
agencies, as the case may be, selected by the Company, which shall be substituted for S&P or Moody’s or
both, as the case may be.

“Relevant Indebtedness” means any indebtedness which is in the form of, or represented or
evidenced by, bonds, notes, debentures, loan stock or other securities which for the time being are, or are
intended to be or capable of being, quoted, listed or dealt in or traded on any stock exchange or
over-the-counter or other securities market;

“Relevant Period” means each period of twelve months ending on the last day of the Company’s
fiscal year and each period of twelve months ending on the last day of the first half of the Company’s
fiscal year.

“Renminbi” or “RMB” means Renminbi, the lawful currency of the PRC.

“Replacement Assets” means, with respect to Asset Sales, (1) properties or assets that replace the
properties and assets that were the subject of such Asset Sale or (2), property or assets (other than current
assets) of a nature or type that are used in a Permitted Business shall include Capital Stock of any Person
holding such property or assets, which is primarily engaged in a Permitted Business and will upon the
acquisition by the Company or any of its Restricted Subsidiaries of such Capital Stock, remain or become
a Restricted Subsidiary.
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“Restricted Subsidiary” means any Subsidiary of the Company other than an Unrestricted
Subsidiary.

“RMB Equivalent” means, with respect to any monetary amount in a currency other than RMB, at
any time for the determination thereof, the amount of RMB obtained by converting such foreign currency
involved in such computation into RMB at the base rate for the purchase of RMB with the applicable
foreign currency as quoted by People’s Bank of China on the date of determination.

“S&P” means Standard & Poor’s Ratings Group, a division of The McGraw-Hill Companies, and its
successors.

“Sale and Leaseback Transaction” means any direct or indirect arrangement relating to property
(whether real, personal or mixed), now owned or hereafter acquired whereby the Company or any
Restricted Subsidiary transfers such property to another Person and the Company or any Restricted
Subsidiary leases it from such Person.

“Senior Indebtedness” of the Company or a Restricted Subsidiary, as the case may be, means all
Indebtedness of the Company or the Restricted Subsidiary, as relevant, whether outstanding on the
Original Issue Date or thereafter created, except for Indebtedness which, in the instrument creating or
evidencing the same, is expressly stated to be subordinated in right of payment to (a) in respect of the
Company, the Notes or, (b) in respect of any Restricted Subsidiary that is a Subsidiary Guarantor, its
Subsidiary Guarantee or, (c) in respect of any Restricted Subsidiary that is a JV Subsidiary Guarantor, its
JV Subsidiary Guarantee; provided that Senior Indebtedness does not include (1) any obligation to the
Company or any Restricted Subsidiary, (2) trade payables or (3) Indebtedness Incurred in violation of the
Indenture.

“Significant Subsidiary” means any Restricted Subsidiary which accounts for 10% or more of the
Total Assets.

“Staged Acquisition Agreement” means an agreement between the Company or a Restricted
Subsidiary and an Independent Third Party (x) pursuant to which the Company or such Restricted
Subsidiary agrees to acquire not less than a majority of the Capital Stock of a Person for consideration
that is not more than the Fair Market Value of such Capital Stock of such Person at the time the Company
or such Restricted Subsidiary enters into such agreement and (y) which provides that the payment of the
purchase price for such Capita Stock is made in more than one installment over a period of time.

“Stated Maturity” means, (1) with respect to any Indebtedness, the date specified in such debt
security as the fixed date on which the final installment of principal of such Indebtedness is due and
payable as set forth in the documentation governing such Indebtedness and (2) with respect to any
scheduled installment of principal of or interest on any Indebtedness, the date specified as the fixed date
on which such installment is due and payable as set forth in the documentation governing such
Indebtedness.

“Subordinated Indebtedness” means any Indebtedness of the Company, any Subsidiary Guarantor or
any JY Subsidiary Guarantor which is contractually subordinated or junior in right of payment to the
Notes, any Subsidiary Guarantee or any JY Subsidiary Guarantee, as applicable, pursuant to a written
agreement to such effect.

“Subsidiary” means, with respect to any Person, any corporation, association or other business
entity of which (1) more than 50% of the voting power of the outstanding Voting Stock is owned, directly
or indirectly, by such Person and one or more other Subsidiaries of such Person and (2) 50% or less of the
voting power of the outstanding Voting Stock is owned, directly or indirectly, by such Person, except that
such Person has, through contractual or other arrangements, the requisite control over such entity such
that it is consolidated as a subsidiary with such Person in accordance with GAAP; provided, that any
corporation, association or other business entity that is not consolidated with such Person as a subsidiary
of such Person in accordance with GAAP will not be a Subsidiary.

“Subsidiary Guarantee” means any Guarantee of the obligations of the Company under the
Indenture and the Notes by any Subsidiary Guarantor.
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“Subsidiary Guarantor” means any initial Subsidiary Guarantor named herein and any other
Restricted Subsidiary which guarantees the payment of the Notes pursuant to the Indenture and the Notes;
provided that Subsidiary Guarantor will not include (a) any Person whose Subsidiary Guarantee has been
released in accordance with the Indenture and the Notes or (b) any JV Subsidiary Guarantor.

“Temporary Cash Investment” means any of the following:

(D

(2)

(3)

(4)

(5)

(6)

(7

&)

direct obligations of the United States of America, any state of the European Economic Area,
the People’s Republic of China, Hong Kong and Singapore or any agency of any of the
foregoing or obligations fully and unconditionally Guaranteed by the United States of
America, any state of the European Economic Area, the People’s Republic of China, Hong
Kong and Singapore or any agency of any of the foregoing, in each case maturing within one
year;

demand or time deposit accounts, certificates of deposit and money market deposits maturing
within 180 days of the date of acquisition thereof issued by a bank or trust company which is
organized under the laws of the United States of America, any state thereof, any state of the
European Economic Area, Hong Kong or Singapore, and which bank or trust company has
capital, surplus and undivided profits aggregating in excess of US$100 million (or the RMB
Equivalent thereof) and has outstanding debt which is rated “A” (or such similar equivalent
rating) or higher by at least one nationally recognized statistical rating organization (as defined
in Rule 436 under the Securities Act) or any money market fund sponsored by a registered
broker dealer or mutual fund distributor;

repurchase obligations with a term of not more than 30 days for underlying securities of the
types described in clause (1) above entered into with a bank or trust company meeting the
qualifications described in clause (2) above;

securities, maturing not more than one year after the date of acquisition thereof, issued by a
corporation (other than an Affiliate of the Company) organized and in existence under the laws
of the United States of America, any state thereof or any foreign country recognized by the
United States of America with a rating at the time as of which any investment therein is made
of “P-1” (or higher) according to Moody’s or “A-1" (or higher) according to S&P;

securities, maturing within one year of the date of acquisition thereof, issued or fully and
unconditionally Guaranteed by any state, commonwealth or territory of the United States of
America, or by any political subdivision or taxing authority thereof, and rated at least “A” by
S&P or Moody’s;

principal protected securities products maturing within one year of the date of acquisition
thereof;

any money market fund that has at least 95% of its assets continuously invested in investments
of the types described in clauses (1) through (5) above; and

demand or time deposit accounts, certificates of deposit, overnight or call deposits and money
market deposits with (i) Bank of China, The Hongkong and Shanghai Banking Corporation,
Standard Chartered Bank, Hang Seng Bank, Nanyang Commercial Bank, CITIC Ka Wah Bank,
DBS Bank, Shanghai Commercial Bank, Fubon Bank, Industrial and Commercial Bank of
China, China Construction Bank, Agricultural Bank of China, Bank of Communications, China
Merchants Bank, China Citic Bank, China Minsheng Bank, Shanghai Pudong Development
Bank, Bank of Shanghai, China Bohai Bank, Binhai Bank, Zhejiang Mintai Commercial Bank,
Guiyang Commercial Bank, Bank of Nanjing, Bank of Jiangsu, Shanghai Rural Commercial
Bank, Bank of East Asia, Shenzhen Development Bank, Huaxia Bank, Evergrowing Bank,
China Everbright Bank, Nanjing Zijin Credit Union, UBS AG, OCBC Bank, Bank SinoPac,
United Overseas Bank or HL BANK, (ii) any PRC branch of any bank under clause (i) above,
(ii1) any other bank, trust company or other financial institution organized under the laws of the
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PRC or Hong Kong whose long-term debt is rated as high or higher than any of those banks
listed in clause (i) of this paragraph or (iv) any other bank, trust company or other financial
institution organized under the laws of the PRC; provided that, in the case of clause (iv), such
deposits do not exceed RMB 200 million (or the RMB Equivalent thereof) at any time with any
single bank, trust company or other financial institution.

“Total Assets” means, as of any date, the total consolidated assets of the Company and its Restricted
Subsidiaries measured in accordance with GAAP as of the last day of the most recent fiscal quarter for
which consolidated financial statements of the Company (which the Company shall use its best efforts to
compile on a timely manner) are available (which may be internal consolidated financial statements);
provided that only with respect to Indebtedness of the type described in clauses (2)(g) and 2(o)of “—
Certain Covenants — Limitation on Indebtedness and Preferred Stock” covenant and the definition of
“Permitted Subsidiary Indebtedness,” Total Assets shall be calculated after giving pro forma effect to
include the cumulative value of all of the real or personal property or equipment the acquisition,
development, construction or improvement of which requires or required the Incurrence of Indebtedness
and calculation of Total Assets thereunder in each case as of such date, as measured by the purchase price
or cost therefor or budgeted cost provided in good faith by the Company or any of its Restricted
Subsidiaries to the bank or other similar financial institutional lender providing such Indebtedness.

“Trade Payables” means, with respect to any Person, any accounts payable or any other
indebtedness or monetary obligation to trade creditors created, assumed or Guaranteed by such Person or
any of its Subsidiaries arising in the ordinary course of business in connection with the acquisition of
goods or services.

“Transaction Date” means, with respect to the Incurrence of any Indebtedness, the date such
Indebtedness is to be Incurred and, with respect to any Restricted Payment or Permitted Investments, the
date such Restricted Payment or Permitted Investment is to be made (or, in the case of a Permitted
Investment, at the time such Permitted Investment was contractually required to be made, if earlier).

“Unrestricted Subsidiary” means (1) any Subsidiary of the Company that at the time of
determination shall be designated an Unrestricted Subsidiary by the Board of Directors in the manner
provided in the Indenture; and (2) any Subsidiary of an Unrestricted Subsidiary.

“Voting Stock” means, with respect to any Person, Capital Stock of any class or kind ordinarily
having the power to vote for the election of directors, managers or other voting members of the governing
body of such Person.

“Wholly Owned” means, with respect to any Subsidiary of any Person, the ownership of all of the
outstanding Capital Stock of such Subsidiary (other than any director’s qualifying shares or Investments
by foreign nationals mandated by applicable law) by such Person or one or more Wholly Owned
Subsidiaries of such Person; provided that Subsidiaries that are PRC CJVs shall not be considered
Wholly Owned Subsidiaries.
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TAXATION

This summary is based on the laws of the Cayman Islands, Hong Kong and PRC in effect on the date
of this offering memorandum, which are subject to change (or changes in interpretation), possibly with
retroactive effect. The summary does not address any aspects of Cayman Islands taxation other than
income taxation, capital taxation, stamp duty and estate taxation. Prospective investors are urged to
consult their tax advisers regarding the tax consequences of owning and disposing of our Notes.

CAYMAN ISLANDS TAXATION

Pursuant to section 6 of the Tax Concessions Law (1999 Revision) of the Cayman Islands, we have
obtained an undertaking from the Governor-in-Cabinet:

. That no law which is enacted in the Cayman Islands imposing any tax to be levied on profits or
income or gains or appreciation shall apply to us or our operations; and

. That no tax to be levied on profits, income, gains or appreciations or which is in the nature of
estate duty or inheritance tax shall be payable by us:

(i) On or with respect to the shares, debentures or our other obligations; or

(i1) By way of withholding in whole or in part of any relevant payment as defined in section
6(3) of the Tax Concessions Law (1999 Revision).

The undertaking is for a period of 20 years from the date of the undertaking, which is July 1, 2008.

We are being advised that as long as the holder of the Notes is a non-Cayman resident, under the
existing Cayman Islands Laws:

(a) payments of interest and principal on the Notes will not be subject to taxation in the Cayman
Islands and no withholding will be required on the payment of interest and principal to any
holder of the Notes, nor will gains derived from the disposal of the Notes be subject to Cayman
Islands income or corporation tax. The Cayman Islands currently have no income, corporation
or capital gains tax and no estate duty, inheritance tax or gift tax;

(b) no stamp duty is payable with respect to the issue or transfer of the Notes unless the Notes are
executed in or brought into the Cayman Islands; and

(c) the Global Note representing the Notes, in registered form, to which title is not transferable by
delivery, should not attract Cayman Islands stamp duty. However, an instrument transferring
title to a Note if brought to or executed in the Cayman Islands, would be subject to Cayman
Islands stamp duty.

HONG KONG
Withholding tax

No withholding tax in Hong Kong is payable on payments of principal or interest with respect to the
Notes.

Profits tax
Hong Kong profits tax is charged on every person carrying on a trade, profession or business in

Hong Kong with respect to assessable profits arising in or derived from Hong Kong from such trade,
profession or business.
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Under the Inland Revenue Ordinance (Chapter 112 of the Laws of Hong Kong) (the “Inland Revenue
Ordinance”) as it is currently applied, Hong Kong profits tax may be charged on revenue profits arising
on the sale, disposal or redemption of the Notes where such sale, disposal or redemption is or forms part
of a trade, profession or business carried on in Hong Kong.

Interest on the Notes will be subject to Hong Kong profits tax where such interest has a Hong Kong
source, and is received by or accrues to:

(a) afinancial institution (as defined in the Inland Revenue Ordinance) and arises through or from
the carrying on by the financial institution of its business in Hong Kong; or

(b) acorporation carrying on a trade, profession or business in Hong Kong and where the interest
is derived from Hong Kong; or

(c) a person, other than a corporation, carrying on a trade, profession or business in Hong Kong
and such interest is with respect to the funds of the trade, profession or business and where the
interest is derived from Hong Kong.

Stamp duty

No Hong Kong stamp duty will be chargeable upon the issue and transfer (for so long as the register
of holders of the Notes is maintained outside Hong Kong) of the Notes.

PRC

Under the EIT Law and the Implementation Rules both of which took effect on January 1, 2008,
enterprises established outside the PRC whose “de facto management bodies” are located in China are
considered as “PRC tax resident enterprises”. The Implementation Rules define the term “de facto
management body” as a management body that exercises full and substantial control and management
over the business, personnel, accounts and properties of an enterprise. The Company holds its
shareholders’ meeting and board meetings outside China and keeps its shareholders’ list outside China.
However, most of the Company’s directors and senior management are currently based inside China and
the Company keeps its books of account inside China. The above elements may be relevant for the tax
authorities to determine whether it is a PRC resident enterprise for tax purposes. Although it is unclear
under PRC tax law whether the Company has a “de facto management body” located in China for PRC tax
purposes, it intends to take the position that it is not PRC resident enterprise for tax purpose. The
Company cannot assure you that tax authorities will respect its position. The Company’s PRC counsel,
King&Wood, has advised the Company that if it is deemed to be a PRC resident enterprise for enterprise
income purpose, among other things, the Company would be subject to the PRC enterprise income tax at
the rate of 25% on its worldwide income. Furthermore, the Company would be obligated to withhold PRC
income tax of 7% on payments of interest on the Notes to investors that are non-resident enterprises
located in Hong Kong or 10% on payments of interest on the Notes to investors that are non-resident
enterprises located outside Hong Kong, because the interest would be regarded as being derived from
sources within the PRC. If the Company fails to do so, it may be subject to fines and other penalties. In
addition, any gain realized by such non-resident enterprise investors from the transfer of the Notes would
be regarded as being derived from sources within the PRC and accordingly would be subject to PRC
income tax at a rate of 10%. However, if the Company is not considered as a PRC resident enterprise for
enterprise income purposes, non-resident enterprise investors would not be subject to PRC income tax on
any interest received on the Notes or any gains realized from the transfer of the Notes.

EU DIRECTIVE ON THE TAXATION OF SAVINGS INCOME

The Council of the European Union has adopted a directive regarding the taxation of savings
income. Member States are required from January 1, 2005 to provide to the tax authorities of other
Member States details of payments of interest (or other similar income) paid by a person within its
jurisdiction to or for the benefit of an individual resident in that other Member State, except that Belgium,
Luxembourg and Austria may instead operate a withholding system for a transitional period (subject to a
procedure whereby, on meeting certain conditions, the beneficial owner of the interest or other income
may request that no tax be withheld) unless during such period as they elect otherwise.
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PLAN OF DISTRIBUTION

Under the terms and subject to the conditions contained in a purchase agreement dated April 14,
2011 (the “Purchase Agreement”) between our Company and the Initial Purchasers, the Initial Purchasers
have agreed to procure purchasers for, or failing which to purchase from us, and we have agreed to sell to
the Initial Purchasers RMB1,250,000,000 aggregate principal amount of the Notes set forth opposite its
name below:

Principal Amount

Initial Purchasers of the Notes
BOCI Asia Limited ...... ... .. i 750,000,000
Haitong International Securities Company Limited ....................... 500,000,000

Total. . 1,250,000,000

The Purchase Agreement provides that the obligation of the Initial Purchasers to procure purchasers
for, or failing which to purchase, the Notes is subject to the approval of certain legal matters by their
counsel and certain other conditions. After the initial offering, the offering price and other selling terms
may be varied from time to time by the Initial Purchasers.

We and the Subsidiary Guarantors have agreed to indemnify the Initial Purchasers against certain
liabilities, including liabilities under the Securities Act, and to contribute to payments which the Initial
Purchasers may be required to make in respect thereof.

The Notes are a new issue of securities with no established trading market. In addition, the Notes
and subject to certain restrictions on resale and transfer as described under “Transfer Restrictions.” for
listing of the Notes on the SGX-ST. We have been advised that the Initial Purchasers may make a market
in the Notes, as permitted by applicable laws and regulations. The Initial Purchasers are not obligated,
however, to make a market in the Notes, and any such market making may be discontinued at any time
without prior notice at the sole discretion of the Initial Purchasers. Accordingly, we cannot assure you
that a liquid trading market will develop for the Notes, that you will be able to sell your Notes at a
particular time or that the prices that you receive when you sell will be favorable.

We have been advised by the Initial Purchasers that, in connection with the offering of the Notes, the
Initial Purchasers may engage in transactions that stabilize, maintain or otherwise affect the price of the
Notes. Specifically, the Initial Purchasers may overallot the offering which involves sales in excess of the
offering size, creating a short position for the Initial Purchase. In addition, the Initial Purchasers may bid
for, and purchase, the Notes in the open market after distribution has been completed to cover syndicate
shorts or to stabilize the price of the Notes. Any of these activities may stabilize or cause the market price
of the Notes to be above independent market levels. The Initial Purchasers are not required to engage in
these activities, and may end any of these activities at any time.

The Initial Purchasers and certain of their affiliates have in the past and may in the future have
performed certain investment banking and advisory services for us and/or our affiliates from time to time
for which they have received customary fees and expenses and may, from time to time, engage in
transactions with and perform services for us and/or our affiliates in our ordinary course of business. We
may enter into hedging or other derivative transactions as part of our risk management strategy with the
Initial Purchasers and/or their affiliates, which may include transactions relating to our obligations under
the Notes. Our obligations under these transactions may be secured by cash or other collateral.

The Initial Purchasers or certain of their affiliates may purchase the Notes and be allocated Notes
for asset management and/or proprietary purposes and not with a view to distribution.

The Initial Purchasers or their respective affiliates may purchase the Notes for its or their own
account and enter into transactions, including credit derivatives, such as asset swaps, repackaging and
credit default swaps relating to the Notes and/or other securities of our Company or our respective
subsidiaries or associates at the same time as the offer and sale of the Notes or in secondary market
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transactions. Such transactions would be carried out as bilateral trades with selected counterparties and
separately from any existing sale or resale of the Notes to which this offering memorandum relates
(notwithstanding that such selected counterparties may also be purchasers of the Notes).

We expect that delivery of the Notes will be made against payment therefor on or about the closing
date specified on the cover page of this offering memorandum, which will be on or about the fifth
business day following the pricing date of the Notes (this settlement cycle being referred to as “T+5").
Accordingly, purchasers who wish to trade Notes on the date of pricing or the next succeeding business
day will be required, by virtue of the fact that the Notes initially will settle in T+5, to specify an alternate
settlement cycle at the time of any such trade to prevent a failed settlement. Purchasers of the Notes who
wish to trade the Notes on the date of pricing or succeeding business days should consult their own legal
advisor.

Selling restrictions
United States

The Notes and the Subsidiary Guarantees have not been and will not be registered under the
Securities Act and may not be offered, sold or delivered within the United States or to, or for the account
or benefit of, U.S. persons.

The Initial Purchasers have represented and agreed that, except as permitted by the Purchase
Agreement, it has not offered, sold or delivered and will not offer, sell or deliver any Notes (1) as part of
its distribution at any time or (2) otherwise until 40 days from the later of the commencement date of the
offering or the original issue date of the Notes (the “Resale Restriction Period”), within the United States
to, or for the account or benefit of, U.S. persons, and it will have sent to each dealer to which it sells Notes
during the Resale Restriction Period a confirmation or other notice setting forth the restrictions on offers
and sales of the Notes within the United States or to, or for the account or benefit of, U.S. persons.

In addition, until 40 days following the commencement of this offering, an offer or sale of Notes
within the United States by a dealer (whether or not participating in the offering) may violate the
registration requirements of the Securities Act unless the dealer makes the offer or sale in compliance
with an exemption from registration under the Securities Act.

We and the Initial Purchasers reserve the right to reject any offer to purchase the Notes, in whole or
in part, for any reason. This offering memorandum does not constitute an offer to any person in the United
States or to any U.S. person. Distribution of this offering memorandum by any non-U.S. person outside
the United States to any U.S. person or any person within the United States, and those persons, if any,
retained to advise such person outside the United States with respect thereto, is unauthorized and any
disclosure without our prior written consent of any of its contents to any such U.S. person or any person
within the United States and those persons, if any, retained to advise such non-U.S. person outside the
United States, is prohibited.

United Kingdom

The Initial Purchasers have represented and agreed that (A) they have complied and will comply
with all applicable provisions of the Financial Services and Markets Act 2000 (the “FSMA”) with respect
to anything done by them in relation to the Notes in, from or otherwise involving the United Kingdom;
and (B) they have only communicated or caused to be communicated and will only communicate or cause
to be communicated an invitation or inducement to engage in investment activity (within the meaning of
Section 21 of the FSMA) received by them in connection with the issue or sale of the Notes in
circumstances in which Section 21(1) of the FSMA does not apply to them.

The Initial Purchaser has acknowledged that this offering memorandum has not been registered as a
prospectus with the Monetary Authority of Singapore. Accordingly, the Initial Purchaser has represented
that it has not offered or sold any Notes or caused the Notes to be made the subject of an invitation for
subscription or purchase and will not offer or sell any Notes or cause the Notes to be made the subject of
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an invitation for subscription or purchase, and has not circulated or distributed, nor will it circulate or
distribute, this offering memorandum or any other document or material in connection with the offer or
sale, or invitation for subscription or purchase, of the Notes, whether directly or indirectly, to persons in
Singapore other than (i) to an institutional investor under Section 274 of the Securities and Futures Act,
Chapter 289 of Singapore (the “SFA”), (ii) to a relevant person pursuant to Section 275(1), or any person
pursuant to Section 275(1A), and in accordance with the conditions specified in Section 275, of the SFA
or (iii) otherwise pursuant to, and in accordance with the conditions of, any other applicable provision of
the SFA.

Note:
Where the Notes are subscribed or purchased under Section 275 of the SFA by a relevant person which is:

(a) a corporation (which is not an accredited investor (as defined in Section 4A of the SFA)) the sole business of which is
to hold investments and the entire share capital of which is owned by one or more individuals, each of whom is an
accredited investor; or

(b)  atrust (where the trustee is not an accredited investor) whose sole purpose is to hold investments and each beneficiary
of the trust is an individual who is an accredited investor,

securities (as defined in Section 239(1) of the SFA) of that corporation or the beneficiaries’ rights and interest (howsoever
described) in that trust shall not be transferred within six months after that corporation or that trust has acquired the Notes pursuant
to an offer made under Section 275 of the SFA except:

(i) to an institutional investor or to a relevant person defined in Section 275(2) of the SFA, or to any person arising from
an offer referred to in Section 275(1A) or Section 276(4)(i)(B) of the SFA;

(ii)  where no consideration is or will be given for the transfer;
(iii) where the transfer is by operation of law; or

(iv)  as specified in Section 276(7) of the SFA.
Hong Kong

The Initial Purchasers have represented and agreed that (1) they have not offered or sold and will not
offer or sell in Hong Kong, by means of any document, any Notes other than (i) to ‘‘professional
investors’’ as defined in the Securities and Futures Ordinance (Cap. 571) of Hong Kong and any rules
made under that Ordinance; or (ii) in other circumstances which do not result in the document being a
“prospectus’’ as defined in the Companies Ordinance (Cap. 32) of Hong Kong or which do not constitute
an offer to the public within the meaning of that Ordinance; and (2) they have not issued or had in its
possession for the purposes of issue and will not issue or have in its possession for the purposes of issue
any advertisement, invitation or document relating to the Notes, whether in Hong Kong or elsewhere,
which is directed at, or the contents of which are likely to be accessed or read by, the public in Hong Kong
(except if permitted to do so under the securities laws of Hong Kong) other than with respect to Notes
which are or are intended to be disposed of only to persons outside Hong Kong or only to “professional
investors” as defined in the Securities and Futures Ordinance (Cap. 571) and any rules made thereunder.

Japan

The Initial Purchasers have represented, warranted and undertaken that the Notes have not been and
will not be registered under the Securities and Exchange Law of Japan, or the Securities and Exchange
Law, and that they have not, directly or indirectly, offered or sold and will not, directly or indirectly, offer
or sell any Notes in Japan or to, or for the benefit of, any resident of Japan (which term as used herein
means any person resident in Japan, including any corporation or other entity organized under the laws of
Japan), or to others for re-offering or resale, directly or indirectly, in Japan or to, or for the benefit of, any
resident of Japan except pursuant to an exemption from the registration requirements of, and otherwise in
compliance with, the Securities and Exchange Law and any other applicable laws and regulations of
Japan.
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European Economic Area

In relation to each Member State of the European Economic Area which has implemented the
Prospectus Directive, or a Relevant Member State, the Initial Purchasers have represented and agreed that
with effect from and including the date on which the Prospectus Directive is implemented in that Relevant
Member State, or the “Relevant Implementation Date,” they have not made and will not make an offer of
the Notes to the public in that Relevant Member State, except that they may, with effect from and
including the Relevant Implementation Date, make an offer of Notes to the public in that Relevant
Member State:

(a) 1in (or in Germany, where the offer starts within) the period beginning on the date of publication
of a prospectus in relation to the Notes which has been approved by the competent authority in
that Relevant Member State or, where appropriate, approved in another Relevant Member State
and notified to the competent authority in that Relevant Member State, all in accordance with
the Prospectus Directive and ending on the date which is 12 months after the date of such
publication;

(b) at any time to legal entities which are authorized or regulated to operate in the financial
markets or, if not so authorized or regulated, whose corporate purpose is solely to invest in
securities;

(c) at any time to any legal entity which has two or more of (1) an average of at least 250
employees during the last financial year; (2) a total balance sheet of more than €43,000,000;
and (3) an annual net turnover of more than €50,000,000, as shown in its last annual or
consolidated accounts; or

(d) at any time in any other circumstances which do not require the publication by us of a
prospectus pursuant to Article 3 of the Prospectus Directive.

For the purposes of this provision, the expression an “offer of Notes to the public” in relation to any
Notes in any Relevant Member State means the communication in any form and by any means of
sufficient information on the terms of the offer and the Notes to be offered so as to enable an investor to
decide to purchase or subscribe the Notes, as the same may be varied in that Member State by any
measure implementing the Prospectus Directive in that Member State and the expression Prospectus
Directive means Directive 2003/71/EC and includes any relevant implementing measure in each Relevant
Member State.

Cayman Islands

The Initial Purchasers have represented and agreed that they have not offered or sold, and will not
offer or sell, any Notes to the public in the Cayman Islands.

People’s Republic of China
The Initial Purchasers have represented and agreed that they have not circulated and will not
circulate the offering memorandum and they have not offered or sold and will not offer or sell the Notes,

directly or indirectly, in the People’s Republic of China (for such purpose, not including the Hong Kong
and Macau Special Administrative Regions or Taiwan).
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OFFERING AND TRANSFER RESTRICTIONS

Because of the following restrictions, we encourage you to consult legal counsel prior to making any
offer, resale, pledge or other transfer of Notes.

The Notes are subject to restrictions on transfer as summarized below. By purchasing the Notes
(including the Subsidiary Guarantees), you will be deemed to have made the following
acknowledgements, representations to, and agreements with, us and the Initial Purchasers (terms used
below that are defined in Regulation S under the Securities Act are used herein as defined therein):

(1

(2)

(3)

(4)

You understand and acknowledge that (a) the Notes (including the Subsidiary Guarantees)
have not been registered under the Securities Act or any other applicable securities laws; (b)
the Notes (including the Subsidiary Guarantees) are being offered for resale in transactions
that do not require registration under the Securities Act or any other securities laws; (c) the
Notes (including the Subsidiary Guarantees) are being offered and sold only outside of the
United States, to certain persons, other than U.S. persons, in offshore transactions in reliance
on Rule 903 of Regulation S under the Securities Act; and (d) unless so registered, the Notes
(including the Subsidiary Guarantees) may not be sold or otherwise transferred except under
an exemption from, or in a transaction not subject to, the registration requirements of the
Securities Act or any other applicable securities laws, and in each case in compliance with the
conditions for transfer set forth in paragraph 4 below.

You represent that you are not an affiliate (as defined in Rule 144 under the Securities Act) of
ours, that you are not acting on our behalf and that you are not a U.S. person (as defined in
Regulation S under the Securities Act) or purchasing for the account or benefit of a U.S.
person, other than a distributor, and you are purchasing Notes (including the Subsidiary
Guarantees) in an offshore transaction in accordance with Regulation S.

You acknowledge that neither we nor the Initial Purchasers nor any person representing us or
the Initial Purchasers have made any representation to you with respect to us or the offering of
the Notes (including the Subsidiary Guarantees), other than the information contained in this
offering memorandum. You represent that you are relying only on this offering memorandum in
making your investment decision with respect to the Notes.

You represent that you are purchasing Notes (including the Subsidiary Guarantees) for your
own account, or for one or more investor accounts for which you are acting as a fiduciary or
agent, in each case not with a view to, or for offer or sale in connection with, any distribution
of the Notes (including the Subsidiary Guarantees) in violation of the Securities Act. You agree
on your own behalf and on behalf of any investor account for which you are purchasing Notes,
and each subsequent holder of the Notes (including the Subsidiary Guarantees) by its
acceptance of the Notes will agree, that until the end of the Resale Restriction Period (as
defined below), the Notes (including the Subsidiary Guarantees) may be offered, sold or
otherwise transferred only: (i) to the Company or any subsidiary thereof, (ii) outside the
United States in a transaction complying with the provisions of Rule 904 under the Securities
Act, (iii) pursuant to an available exemption from the registration requirements of the
Securities Act or (iv) pursuant to an effective registration statement under the Securities Act, in
each of the above cases in accordance with any applicable securities laws of any State of the
United States; subject in each case to any requirement of law that the disposition of the seller’s
property or the property of an investor account or accounts be at all times within the seller or
account’s control and in compliance with applicable state and other securities laws.
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(5)

(6)

You also acknowledge that: (a) we and the trustee reserve the right to require in connection
with any offer, sale or other transfer of Notes under clause 4(iii) above the delivery of an
opinion of counsel, certifications and/or other information satisfactory to us and the trustee;
and (b) each note will contain a legend substantially to the following effect:

THIS SECURITY HAS NOT BEEN REGISTERED UNDER THE U.S. SECURITIES ACT OF
1933, AS AMENDED (THE “SECURITIES ACT”), OR THE SECURITIES LAWS OF ANY
STATE OR OTHER JURISDICTION. NEITHER THIS SECURITY NOR ANY INTEREST OR
PARTICIPATION HEREIN MAY BE REOFFERED, SOLD, ASSIGNED, TRANSFERRED,
PLEDGED, ENCUMBERED OR OTHERWISE DISPOSED OF IN THE ABSENCE OF SUCH
REGISTRATION OR UNLESS SUCH TRANSACTION IS EXEMPT FROM, OR NOT
SUBJECT TO, SUCH REGISTRATION.

THE HOLDER OF THIS SECURITY, BY ITS ACCEPTANCE HEREOF, AGREES ON ITS
OWN BEHALF AND ON BEHALF OF ANY INVESTOR ACCOUNT FOR WHICH IT HAS
PURCHASED SECURITIES, TO OFFER, SELL OR OTHERWISE TRANSFER SUCH
SECURITY, FOR A PERIOD OF 40 DAYS AFTER THE LATER OF THE COMMENCEMENT
OF THE OFFERING OR THE ORIGINAL ISSUE DATE HEREOF (THE “RESALE
RESTRICTION PERIOD”), ONLY (A) TO THE COMPANY OR ANY SUBSIDIARY
THEREOF, (B) OUTSIDE THE UNITED STATES IN A TRANSACTION COMPLYING
WITH THE PROVISIONS OF RULE 904 UNDER THE SECURITIES ACT, (C) PURSUANT
TO AN AVAILABLE EXEMPTION FROM THE REGISTRATION REQUIREMENTS OF
THE SECURITIES ACT OR (D) PURSUANT TO AN EFFECTIVE REGISTRATION
STATEMENT UNDER THE SECURITIES ACT, SUBJECT TO THE COMPANY’S AND THE
TRUSTEE’S RIGHT PRIOR TO ANY SUCH OFFER, SALE OR TRANSFER PURSUANT TO
CLAUSE (C) TO REQUIRE THE DELIVERY OF AN OPINION OF COUNSEL,
CERTIFICATION AND/OR OTHER INFORMATION SATISFACTORY TO EACH OF THEM.
THIS LEGEND WILL BE REMOVED UPON THE REQUEST OF THE HOLDER AFTER
THE RESALE RESTRICTION TERMINATION DATE. BY ITS ACQUISITION HEREOF,
THE HOLDER HEREOF REPRESENTS THAT IT IS NOT A U.S. PERSON NOR IS IT
PURCHASING FOR THE ACCOUNT OF A U.S. PERSON AND IS ACQUIRING THIS
SECURITY IN AN OFFSHORE TRANSACTION IN ACCORDANCE WITH REGULATION
S UNDER THE SECURITIES ACT.

You acknowledge that we, the Initial Purchasers and others will rely upon the truth and
accuracy of the above acknowledgments, representations and agreements. You agree that if any
of the acknowledgments, representations or agreements you are deemed to have made by your
purchase of Notes is no longer accurate, you will promptly notify us and the Initial Purchasers.
If you are purchasing any Notes (including the Subsidiary Guarantees) as a fiduciary or agent
for one or more investor accounts, you represent that you have sole investment discretion with
respect to each of those accounts and that you have full power to make the above
acknowledgments, representations and agreements on behalf of each account.
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GENERAL INFORMATION
CONSENTS

The Company has obtained all necessary consents, approvals and authorizations in the Cayman
Islands, the British Virgin Islands, Hong Kong and Singapore in connection with the issue and
performance of the Notes. The entering into of the indenture governing the Notes and the issue of the
Notes have been authorized by a resolution of the Company’s board of directors dated April 8, 2011.

LITIGATION

Save as disclosed in this offering memorandum, there are no legal or arbitration proceedings against
or affecting us, any of our subsidiaries or any of our assets, nor are we aware of any pending or threatened
proceedings, which are or might be material in the context of this issue of the Notes.

NO MATERIAL ADVERSE CHANGE

There has been no adverse change, or any development reasonably likely to involve an adverse
change, in the condition (financial or otherwise) of our general affairs since December 31, 2010 that is
material in the context of the issue of the Notes.

DOCUMENTS AVAILABLE

For so long as any of the Notes are outstanding, copies of the indenture governing the Notes may be
inspected free of charge during normal business hours on any weekday (except public holidays) at the
specified offices of the paying agents.

For so long as any of the Notes are outstanding, copies of our audited financial statements for the
last two financial years, if any, may be obtained during normal business hours on any weekday (except
public holidays) at the specified offices of the paying agents.

CLEARING SYSTEM AND SETTLEMENT
The Notes have been accepted for clearance through the facilities of CMU.

The Notes will be lodged and cleared through the CMU. The CMU instrument number for the Notes
is BNYHFN11003.

For persons seeking to hold a beneficial interest in the Notes through Euroclear or Clearstream, such
persons will hold their interests through an account opened and held by Euroclear or Clearstream with the
CMU operator. The Common Code of the Notes is 061772251. ISIN of the Notes is HK0000078995.

LISTING OF THE NOTES

Approval in-principle has been received for the listing of the Notes on the SGX-ST. The SGX-ST
assumes no responsibility for the correctness of any of the statements made or opinions or reports
contained in this offering memorandum. Admission of the Notes to the Official List of the SGX-ST is not
to be taken as an indication of the merits of us or the Notes. The Notes will be traded on the SGX-ST in
a minimum board lot size of RMB500,000 with a minimum of three lots in a single transaction for so long
as the Notes are listed on the SGX-ST.
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For so long as the Notes are listed on the SGX-ST and the rules of the SGX-ST so require, we will
appoint and maintain a Paying Agent in Singapore, where the Notes may be presented or surrendered for
payment or redemption, in the event that a Global Note is exchanged for definitive Notes. In addition, in
the event that a Global Note is exchanged for definitive Notes, an announcement of such exchange shall
be made by or on behalf of us through the SGX-ST and such announcement will include all material
information with respect to the delivery of the definitive Notes, including details of the Paying Agent in
Singapore.

Independent Auditors

The combined financial information as of and for the year ended December 31, 2008, the combined
financial statements as of and for the year ended December 31, 2009 and the consolidated financial
statements as of and for the year ended December 31, 2010 have been audited by Ernst & Young, Certified
Public Accountants.

Company’s accounts
Under Cayman Islands law, the Company is not required to publish interim or annual accounts. The
Company has not published and does not propose to publish, any of its accounts. The Company is,

however, required to keep proper books of account as are necessary to give a true and fair view of the state
of the Company’s affairs and to explain its transactions.
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Independent Auditors’ Report

To the shareholders of Zhongsheng Group Holdings Limited
(Incorporated in the Cayman Islands as an exempted company with limited liability)

We have audited the financial statements of Zhongsheng Group Holdings Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 43 to 117, which comprise the combined and the Company’s
statements of financial position as at 31 December 2009, and the combined income statement, the combined statement
of comprehensive income, the combined statement of changes in equity and the combined statement of cash flows for
the year then ended, and a summary of significant accounting policies and other explanatory notes. These combined
financial statements have been prepared in accordance with the basis of presentation set out in note 2.1 and the
accounting policies set out in note 2.4 to the combined financial statements.

Directors’ responsibility for the financial statements

The directors of the Company (the “Directors”) are responsible for the preparation of these financial statements in
accordance the basis of presentation set out in note 2.1 and the accounting policies set out in note 2.4 to the combined
financial statements, and the disclosure requirements of the Hong Kong Companies Ordinance. This responsibility includes
designing, implementing and maintaining internal control relevant to the preparation and the true and fair presentation
of financial statements that are free from material misstatement, whether due to fraud or error; selecting and applying
appropriate accounting policies; and making accounting estimates that are reasonable in the circumstances.

Auditors’ responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. Our report is made solely to
you, as a body, and for no other purpose. We do not assume responsibility towards or accept liability to any other person
for the contents of this report.

We conducted our audit in accordance with Hong Kong Standards on Auditing issued by the Hong Kong Institute of
Certified Public Accountants. Those standards require that we comply with ethical requirements and plan and perform the
audit to obtain reasonable assurance as to whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditors’ judgement, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditors
consider internal control relevant to the entity’s preparation and true and fair presentation of the financial statements in
order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by the Directors, as well as evaluating the
overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the financial statements for the year ended 31 December 2009 have been properly prepared in accordance
with the basis of presentation set out in note 2.1 and the accounting policies set out in note 2.4 to the combined financial
statements, and the disclosure requirements of the Hong Kong Companies Ordinance.

Ernst & Young

Certified Public Accountants
18th Floor

Two International Finance Center
8 Finance Street, Central

Hong Kong

20 April 2010
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Combined Income Statement

Year ended 31 December 2009

5
2009 2008 3
Notes RMB’'000 RMB'000 é
[(e)
o
REVENUE 5(a) 13,722,185 10,548,577 1%
Cost of sales and services provided 6(b) (12,542,762) (9,771,214) é
é.
Gross profit 1,179,423 777,363 %
Other income and gains, net 5(b) 69,203 33,412 r:i
Selling and distribution costs (346,521) (274,317) >
Administrative expenses (161,967) (118,861) §_,
Profit from operations 740,138 417,597 ~
Finance costs 7 (80,688) (104,443) §
Share of profits of jointly-controlled entities 17 7,254 4,520
Profit before tax 6 666,704 317,674
Tax 8 (173,701) (83,265)
Profit for the year 493,003 234,409
Attributable to:
Equity holders of the parent 470,881 218,702
Non-controlling interests 22,122 15,707
493,003 234,409
Earnings per share attributable to equity holders of the parent
Basic
— For profit for the year 11 N/A N/A
Diluted
— For profit for the year N/A N/A
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Combined Statement of Comprehensive Income

Year ended 31 December 2009

2009 2008

RMB’000 RMB'000

Profit for the year 493,003 234,409

Exchange differences on translation of foreign operations (3,404) 3,727

Other comprehensive income for the year, net of tax (3,404) 3,727

Total comprehensive income for the year, net of tax 489,599 238,136
Attributable to:

Equity holders of the parent 467,477 222,429

Non-controlling interests 22,122 15,707

489,599 238,136
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Combined Statement of Financial Position

31 December 2009

2009 2008

Notes RMB’000 RMB’000
NON-CURRENT ASSETS
Property, plant and equipment 12 838,379 548,779
Land use rights 13 422,899 256,987
Prepayments 14 56,271 33,273
Intangible assets 15 254,632 100,561
Goodwill 16 200,492 76,566
Interest in jointly-controlled entities 17 38,699 21,175
Available-for-sale investment 18 100 —
Held-to-maturity investments 19 5,283 5,291
Deferred tax assets 30(b) 4,532 3,132
Total non-current assets 1,821,287 1,045,764
CURRENT ASSETS
Inventories 20 1,024,240 1,133,415
Trade receivables 21 86,764 61,443
Prepayments, deposits and other receivables 22 1,113,186 724,823
Amounts due from related parties 39(b)(i) 556 459
Term deposits and pledged bank deposits 23 382,929 210,720
Cash in transit 24 44,542 29,690
Cash and cash equivalents 25 1,030,960 964,245
Total current assets 3,683,177 3,124,795
CURRENT LIABILITIES
Bank loans and other borrowings 26 1,797,149 1,157,543
Trade and bills payables 27 1,093,013 835,699
Other payables and accruals 28 277,702 273,201
Amounts due to related parties 39(b)(ii) 24,236 156,774
Income tax payable 30(a) 60,012 27,733
Total current liabilities 3,252,112 2,450,950
NET CURRENT ASSETS 431,065 673,845
TOTAL ASSETS LESS CURRENT LIABILITIES 2,252,352 1,719,609
NON-CURRENT LIABILITIES
Deferred tax liabilities 30(b) 104,545 33,838
NET ASSETS 2,147,807 1,685,771
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Combined Statement of Financial Position (Continued)

2009 2008
Notes RMB’000 RMB'000
EQUITY

Equity attributable to equity holders of the parent
Issued capital 31 — —
Reserves 32 2,110,915 1,633,098
2,110,915 1,633,098
Non-controlling interests 36,892 52,673
Total equity 2,147,807 1,685,771
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Combined Statement of Changes in Equity

Year ended 31 December 2009

Dis-
Cretionary Exchange Non-
reserve  Statutory Merger fluctuation  Retained controlling Total
fund reserve reserve reserve profits Total interests equity
RMB'000*  RMB'000* RMB’000*  RMB'000* RMB'000* RMB'000 RMB'000  RMB'000
At 1 January 2008 7,195 60,717 71,275 9,582 602,720 757,489 49,162 806,651
Contribution by the Controlling
Shareholder — — 746,745 — — 746,745 — 746,745
Reverse on acquisition of
non-controlling interests
by the Group — — 1,697 — — 1,697 — 1,697
Disposal of subsidiaries — — (31,459) — — (31,459) (3,137 (34,596)
Dividends paid to shareholders — — — — (63,803) (63,803) (9,059) (72,862)
Transfer from retained profits 4,239 35,567 — — (39,806) — — —
Comprehensive income for the year — — — 3,727 218,702 222,429 15,707 238,136
At 31 December 2008 11,434 96,284 794,258 13,309 717,813 1,633,098 52,673 1,685,771
At 1 January 2009 11,434 96,284 794,258 13,309 717,813 1,633,098 52,673 1,685,771
Contribution by the Controlling
Shareholder - - 41,675 — - 41,675 — 41,675
Acquisition of non-controlling
interests by the Group - — (31,335) — — (31,335) (37,904)  (69,239)
Disposal of a subsidiary - — — — — — 1 1
Transfer from retained profits 7,278 38,920 — — (46,198) — — —
Comprehensive income for the year — — — (3,404) 470,881 467,477 22,122 489,599
At 31 December 2009 18,712 135,204 804,598 9,905 1,142,496 2,110,915 36,892 2,147,807

* These reserve accounts comprise the
statement of financial position.
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Combined Statement of Cash Flows

Year ended 31 December 2009

2009 2008
Notes RMB’'000 RMB'000
Operating activities
Profit before tax 666,704 317,674
Adjustments for:
Share of profits of jointly-controlled entities (7,254) (4,520)
Depreciation and impairment of property, plant and equipment 12 67,765 50,854
Amortisation of land use rights 13 7,036 4,094
Amortisation of intangible assets 15 13,352 5,914
Provision for impairment of trade receivables and other receivables 6(c) 7 4,267
Interest income 5(b) (10,100) (8,795)
Net gain on disposal of property, plant and equipment 5(b) (3,933) (625)
Finance costs 7 80,688 104,443
Loss on disposal of subsidiaries 5(b) — 1,557
Excess over the cost of a business combination recognised
in the income statement 5(b) — (103)
814,265 474,760
(Increase)/decrease in pledged bank deposits (182,792) 40,636
Increase in cash in transit (14,852) (87)
Decrease/(increase) in trade receivables 6,323 (6,430)
(Increase)/decrease in prepayments, deposits and other receivables (565,291) 181,650
Decrease/(increase) in inventories 309,909 (407,690)
Decrease/(increase) in trade and bills payables (42,740) 178,759
Decrease in other payables and accruals (37,770) (37,997)
Increase in amounts due from related parties — trade related (97) (449)
Increase/(decrease) in amounts due to related parties — trade related 21,981 (92)
Cash generated from operations 308,936 423,060
Tax paid (119,619) (95,175)
Net cash generated from/(used in) operating activities 189,317 327,885
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Combined Statement of Cash Flows (Continued)

2009 2008
Notes RMB’'000 RMB'000
Investing activities
Purchase of property, plant and equipment (218,993) (137,001)
Proceeds from disposal of property, plant and equipment 27,088 7,688
Purchase of land use rights (108,241) (75,670)
Purchase of intangible assets (4,645) (7,496)
Decrease in term deposits 10,583 9,081
Purchase of available-for-sale investment (100) —
Purchase of shareholding in a jointly-controlled entity (10,270) —
Advances to third parties — (159,742)
Collection of advances to third parties 146,735 —
Acquisition of equity interests by the Group from
the Controlling Shareholder (53,346) (10,700)
Acquisition of non-controlling interests (49,239) —
Acquisition of subsidiaries (199,008) (121,473)
Disposal of subsidiaries 13,369 (59,170)
Interest received 10,100 8,795
Net cash used in investing activities (435,967) (545,688)
Financing activities
Proceeds from bank loans and other borrowings 5,267,187 4,493,293
Repayment of bank loans and other borrowings (4,663,576) (4,383,880)
Contributions from the Controlling Shareholder 41,675 746,745
Advances from third parties (93,576) 93,576
Advances from non-controlling shareholders 254 458
Repayment of advances from non-controlling shareholders — (2,473)
Repayment of advances from the Controlling Shareholder (154,519) (10,297)
Interest paid (80,688) (104,443)
Net cash generated from financing activities 316,757 832,979
Net increase in cash and cash equivalents 70,107 615,176
Cash and cash equivalents at the beginning of each year 964,245 344,997
Effect of foreign exchange rate changes, net (3,392) 4,072
Cash and cash equivalents at the end of each year 1,030,960 964,245

F-9
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Statement of Financial Position

Year ended 31 December 2009

2009 2008

Notes RMB’000 RMB’000
CURRENT ASSETS
Prepayments, deposits and other receivables 8,719 4,142
Cash and cash equivalents 16 16
Total assets 8,735 4,158
CURRENT LIABILITIES
Amounts due to subsidiaries 39 8,859 4,242
Total liabilities 8,859 4,242
NET LIABILITIES (124) (84)
EQUITY
Share capital 31 — —
Accumulated losses (124) (84)
Total equity (124) (84)

Huang Yi Li Guogiang
Director Director



Notes to Financial Statements

31 December 2009

2.1

Corporate Information

The Company was incorporated on 23 June 2008 as an exempted company in the Cayman Islands with limited
liability under the Companies Law of the Cayman Islands. The registered office of the Company is located at Cricket
Square, Hutchins Drive, P.O. Box 2681, Grand Cayman KY1-1111, Cayman Islands. Particulars of the companies
now comprising the Group are set out in Note 41. The Company has established a principal place of business which
is located at Rooms 3504-12, 35/F, Sun Hung Kai Centre, 30 Harbour Road, Wai Chai, Hong Kong.

During the year, the Group was principally engaged in the sale and service of motor vehicles.

In the opinion of the directors of the Company (the “Directors”), the ultimate holding company of the Company is
Blue Natural Development Ltd., which was incorporated in the British Virgin Islands (“BVI").

Basis of Presentation

The combined financial statements have been prepared in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs”) (which include all Hong Kong Financial Reporting Standards, Hong Kong Accounting
Standards (“HKASs”) and Interpretations) issued by the Hong Kong Institute of Certified Public Accountants (the
“HKICPA"), accounting principles generally accepted in Hong Kong and the disclosure requirements of the Hong
Kong Companies Ordinance, except for those disclosed in the following paragraphs. They have been prepared
under the historical cost convention. These combined financial statements are presented in Renminbi (“RMB"”) and
all values are rounded to the nearest thousand except when otherwise indicated.

Through a group reorganisation (the “Reorganisation”) as set out in the section headed “Our History and
Reorganisation” in the Prospectus dated 16 March 2010 for the public listing of the Company’s shares on the Main
Board of The Stock Exchange of Hong Kong Limited (the “Stock Exchange”), the Company became the holding
company of the companies now comprising the Group on 22 February 2010. The shares of the Company were
listed on the Stock Exchange on 26 March 2010.

As the Reorganisation took place on 22 February 2010, the Company together with its subsidiaries should only be
regarded and accounted for as a continuing group in the preparation of the Group’s financial statements
commencing from the year ending 31 December 2010, as financial statements should not incorporate a
combination which occurs after the reporting date. Nevertheless, for the benefit of the shareholders, the combined
financial statements of the Group for the current year and the related notes thereto have been presented in these
financial statements on the principle of merger accounting such that the Company was treated as the holding
company of its subsidiaries for the financial years presented rather than from the subsequent date of its acquisition
of the subsidiaries on 22 February 2010.

The combined financial statements have been prepared based on the principle of merger accounting in accordance
with Accounting Guideline 5 Merger Accounting for Common Control Combinations issued by the HKICPA, as if the
Reorganisation had been completed as at the beginning of the year ended 31 December 2008 because the
Company’s acquisition of the companies now comprising the Group should be regarded as a business combination
under common control as the Company and the companies now comprising the Group were under common
control both before and after the completion of the Reorganisation, except for the subsidiaries acquired during the
year, which were accounted for using the purchase method of accounting.
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Notes to Financial Statements (Continued)

2.1

2.2

Basis of Presentation (continued)

Basis of combination

The combined financial statements incorporate the financial statements of the Company and its subsidiaries for the
years ended 31 December 2008 and 2009. As explained above, the acquisition of subsidiaries under common
control has been accounted for using merger accounting. The acquisition of all other subsidiaries during the Year
was accounted for using the purchase method of accounting.

The merger method of accounting involves incorporating the financial statement items of the combining entities or
businesses in which the common control combination occurs as if they had been combined from the date when the
combining entities or businesses first came under the control of the controlling party.

No amount is recognised in respect of goodwill or the excess of the acquirers’ interest in the net fair value of
acquirees’ identifiable assets, liabilities and contingent liabilities over the cost of investment at the time of common
control combination.

The combined income statement includes the results of each of the combining entities or businesses from the
earliest date presented or since the date when the combining entities or businesses first came under common
control, where this is a shorter period, regardless of the date of the common control combination.

The purchase method of accounting involves allocating the cost of a business combination to the fair value of the
identifiable assets acquired and liabilities and contingent liabilities assumed at the date of acquisition. The cost of
acquisition is measured at the aggregate fair value of the assets given and liabilities incurred or assumed at the date
of exchange, plus costs directly attributable to the acquisition.

All significant intra-group transactions and balances have been eliminated on combination.

Non-controlling interests represent the interests of outside shareholders not held by the Group in the results and net
assets of the companies now comprising the Group. Any excess of the Group’s interest in the book value of the
acquirees’ identifiable assets, liabilities and contingent liabilities over the cost of acquisition of non-controlling
interests (previously referred to as negative goodwill), after reassessment, is recognized immediately in the merger
reserve.

Changes in Accounting Policy and Disclosures
For the purpose of these combined financial statements, the Group has adopted at the beginning of the financial
years presented, all the HKFRSs that have been issued and effective for the financial years presented.



Notes to Financial Statements (Continued)

2.3 Issued But Not Yet Effective Hong Kong Financial Reporting Standards

The Group has not applied the following new and revised HKFRSs, that have been issued but are not yet effective,
in these financial statements.

HKFRS 1 (Revised) First-time Adoption of Hong Kong Financial Reporting Standards'

HKFRS 1 Amendments Amendments to HKFRS 1 First-time Adoption of Hong Kong Financial Reporting
Standards — Additional Exemptions for First-time Adopter’

HKFRS 3 (Revised) Business Combinations'

HKFRS 9 Financial Instruments®

HKAS 24 (Revised) Related Party Disclosures’

HKAS 27 (Revised) Consolidated and Separate Financial Statements'

HKAS 32 Amendment Amendment to HKAS 32 Financial Instruments: Presentation —
Classification of Rights Issues’

HK(IFRIC)-Int 17 Distributions of Non-cash Assets to Owners'

HK(IFRIC)-Int 19 Extinguishing Financial Liabilities with Equity Instruments"

Amendments to Amendments to HKFRS 5 Non-current Assets Held for Sale and

HKFRS 5 included in Discontinued Operations — Plan to Sell the Controlling Interest in a Subsidiary'

Improvements to HKFRSs
issued in October 2008

HK Interpretation 4 Leases — Determination of the Length of Lease Term in respect
(Revised in December 2009) of Hong Kong Land Leases”

Apart from the above, the HKICPA has issued Improvements to HKFRSs 2009 which sets out amendments to a
number of HKFRSs primarily with a view to removing inconsistencies and clarifying wording. The amendments to
HKFRS 2, HKAS 38, HK(IFRIC)-Int 9 and HK(IFRIC)-Int 16 are effective for annual periods beginning on or after 1 July
2009 while the amendments to HKFRS 5, HKFRS 8, HKAS 1, HKAS 7, HKAS 17, HKAS 36 and HKAS 39 are effective
for annual periods beginning on or after 1 January 2010 although there are separate transitional provisions for each
standard or interpretation.

Effective for annual periods beginning on or after 1 July 2009
Effective for annual periods beginning on or after 1 January 2010
Effective for annual periods beginning on or after 1 February 2010
Effective for annual periods beginning on or after 1 July 2010
Effective for annual periods beginning on or after 1 January 2011
Effective for annual periods beginning on or after 1 January 2013

o U1 A W N —

HKFRS 1 (Revised) was issued with an aim to improve the structure of the standard. The revised version of the
standard does not make any changes to the substance of accounting by first-time adopters. As the Group is not a
first-time adopter of HKFRSs, the amendments will not have any financial impact on the Group.

The HKFRS 1 Amendments provide relief from the full retrospective application of HKFRSs for the measurement of
oil and gas assets and leases. As a result of extending the options for determining deemed cost to oil and gas assets,
the existing exemption relating to decommissioning liabilities has also been revised. As the Group is not a first-time
adopter of HKFRSs, the amendments will not have any financial impact on the Group

The Group is in the process of making an assessment of the impact of these new and revised HKFRSs upon initial
application. So far, the Group considers that except for the adoption of HKFRS 3 (Revised) and HKAS 27 (Revised),
the other new and revised HKFRSs are unlikely to have a significant impact on the Group’s results of operations and
financial position.
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Notes to Financial Statements (Continued)

2.4 Summary of Significant Accounting Policies

Subsidiaries
A subsidiary is an entity whose financial and operating policies the Company controls, directly or indirectly, so as to
obtain benefits from its activities.

Joint ventures

A joint venture is an entity set up by contractual arrangement, whereby the Group and other parties undertake an
economic activity. The joint venture operates as a separate entity in which the Group and the other parties have an
interest.

The joint venture agreement between the ventures stipulates the capital contributions of the joint venture parties,
the duration of the joint venture entity and the basis on which the assets are to be realised upon its dissolution. The
profits and losses from the joint venture’s operations and any distributions of surplus assets are shared by the
ventures, either in proportion to their respective capital contributions, or in accordance with the terms of the joint
venture agreement.

A joint venture is treated as:
(@)  asubsidiary, if the Group has unilateral control, directly or indirectly, over the joint venture;

(b)  a jointly-controlled entity, if the Group does not have unilateral control, but has joint control, directly or
indirectly, over the joint venture;

(©) an associate, if the Group does not have unilateral or joint control, but holds, directly or indirectly, generally
not less than 20% of the joint venture’s registered capital and is in a position to exercise significant influence
over the joint venture; or

(d) an equity investment accounted for in accordance with HKAS 39, if the Group holds, directly or indirectly, less
than 20% of the joint venture’s registered capital and has neither joint control of, nor is in a position to
exercise significant influence over, the joint venture.

Jointly-controlled entities
A jointly-controlled entity is a joint venture that is subject to joint control, resulting in none of the participating
parties having unilateral control over the economic activity of the jointly-controlled entity.

The Group’s interests in jointly-controlled entities are stated in the combined statement of financial position at the
Group’s share of net assets under the equity method of accounting, less any impairment losses. The Group’s share
of the post-acquisition results and reserves of its jointly-controlled entities is included in the combined income
statements and combined reserves, respectively.



Notes to Financial Statements (Continued)

2.4 Summary of Significant Accounting Policies (continued)

Goodwill

Goodwill arising on the acquisition of subsidiaries represents the excess of the cost of the business combination over
the Group's interest in the net fair value of the acquirees’ identifiable assets acquired, and liabilities and contingent
liabilities assumed as at the date of acquisition.

Goodwill arising on acquisition is recognised in the combined statements of financial position as an asset, initially
measured at cost and subsequently at cost less any accumulated impairment losses. In the case of jointly-controlled
entities, goodwill is included in the carrying amount thereof, rather than as a separately identified asset on the
combined statements of financial position.

The carrying amount of goodwill is reviewed for impairment annually or more frequently if events or changes in
circumstances indicate that the carrying value may be impaired. The Group performs its impairment test of goodwill
at least annually. For the purpose of impairment testing, goodwill acquired in a business combination is, from the
acquisition date, allocated to each of the Group’s cash-generating units, or groups of cash-generating units, that are
expected to benefit from the synergies of the combination, irrespective of whether other assets or liabilities of the
Group are assigned to those units or groups of units.

Impairment is determined by assessing the recoverable amount of the cash-generating unit (group of cash-
generating units) to which the goodwill relates. Where the recoverable amount of the cash-generating unit (group
of cash-generating units) is less than the carrying amount, an impairment loss is recognised. An impairment loss
recognised for goodwill is not reversed in a subsequent period.

Where goodwill forms part of a cash-generating unit (group of cash-generating units) and part of the operation
within that unit is disposed of, the goodwill associated with the operation disposed of is included in the carrying
amount of the operation when determining the gain or loss on disposal of the operation. Goodwill disposed of in
this circumstance is measured based on the relative values of the operation disposed of and the portion of the cash-
generating unit retained.

F-15
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Notes to Financial Statements (Continued)

2.4 Summary of Significant Accounting Policies (continued)

Impairment of non-financial assets other than goodwill

Where an indication of impairment exists, or when annual impairment testing for an asset is required (other than
inventories, deferred tax assets, financial assets and goodwill), the asset’s recoverable amount is estimated. An
asset’s recoverable amount is the higher of the asset’s or cash-generating unit's value in use and its fair value less
costs to sell, and is determined for an individual asset, unless the asset does not generate cash inflows that are
largely independent of those from other assets or groups of assets, in which case the recoverable amount is
determined for the cash-generating unit to which the asset belongs.

An impairment loss is recognised only if the carrying amount of an asset exceeds its recoverable amount. In
assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the time value of money and the risks specific to the asset. An
impairment loss is charged to the combined income statements in the period in which it arises in those expense
categories consistent with the function of the impaired asset.

An assessment is made at the end of each reporting period as to whether there is any indication that previously
recognised impairment losses may no longer exist or may have decreased. If such an indication exists, the
recoverable amount is estimated. A previously recognised impairment loss of an asset other than goodwill is
reversed only if there has been a change in the estimates used to determine the recoverable amount of that asset,
but not to an amount higher than the carrying amount that would have been determined (net of any depreciation/
amortisation) had no impairment loss been recognised for the asset in prior years. A reversal of such an impairment
loss is credited to the combined income statement in the period in which it arises.

Related parties
A party is considered to be related to the Group if:

(@)  the party, directly or indirectly through one or more intermediaries, (i) controls, is controlled by, or is under
common control with, the Group; (ii) has an interest in the Group that gives it significant influence over the
Group; or (iii) has joint control over the Group;

(b)  the party is an associate;

(c)  the party is a jointly-controlled entity;

(d)  the party is a member of the key management personnel of the Group or its parent;

(e)  the party is a close member of the family of any individual referred to in (a) or (d); or

(f)  the party is an entity that is controlled, jointly controlled or significantly influenced by or for which significant
voting power in such entity resides with, directly or indirectly, any individual referred to in (d) or (e).



Notes to Financial Statements (Continued)

2.4 Summary of Significant Accounting Policies (continued)

Property, plant and equipment and depreciation

Property, plant and equipment, other than construction in progress, are stated at cost less accumulated depreciation
and any impairment losses. The cost of an item of property, plant and equipment comprises its purchase price and
any directly attributable costs of bringing the asset to its working condition and location for its intended use.
Expenditure incurred after items of property, plant and equipment have been put into operation, such as repairs and
maintenance, is normally charged to the income statement in the period in which it is incurred. Where significant
parts of property, plant and equipment are required to be replaced at intervals, the Group recognises such parts as
individual assets with specific useful lives and depreciation.

Depreciation is calculated on the straight-line basis to write off the cost of each item of property, plant and
equipment to its residual value over its estimated useful life. The principal estimated useful lives of property, plant
and equipment are as follows:

Buildings 10-20 years
Leasehold improvements 5 years
Plant and machinery 5-10 years
Furniture and fixtures 5 years
Motor vehicles 5 years

Where parts of an item of property, plant and equipment have different useful lives, the cost of that item is
allocated on a reasonable basis among the parts and each part is depreciated separately.

Residual values, useful lives and the depreciation method are reviewed, and adjusted if appropriate, at least at each
financial year end.

An item of property, plant and equipment and any significant part initially recognised is derecognised upon disposal
or when no future economic benefits are expected from its use or disposal. Any gain or loss on disposal or
retirement recognised in the income statement in the year the asset is derecognised is the difference between the
net sales proceeds and the carrying amount of the relevant asset.

Construction in progress represents buildings, plant and machinery under construction or pending installation,
which are stated at cost less any impairment losses, and are not depreciated. Cost comprises the direct costs of
construction during the period of construction. Construction in progress is reclassified to the appropriate category
of property, plant and equipment when completed and ready for use.
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2.4 Summary of Significant Accounting Policies (continued)

Intangible assets (other than goodwill)

Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible assets
acquired in a business combination is the fair value as at the date of acquisition. The useful lives of intangible assets
are assessed to be finite. Intangible assets with finite lives are subsequently amortised over the useful economic life
and assessed for impairment whenever there is an indication that the intangible asset may be impaired. The
amortisation period and the amortisation method for an intangible asset with a finite useful life are reviewed at
least at each financial year end.

Intangible assets are stated at cost less any impairment losses and are amortised on the straight-line basis over their
estimated useful lives. The principal estimated useful lives of intangible assets are as follows:

Dealership agreements 20 years
Software 3-5 years
Customer relationships 15 years
Leases

Leases that transfer substantially all the rewards and risks of ownership of assets to the Group, other than legal title,
are accounted for as finance leases. At the inception of a finance lease, the cost of the leased asset is capitalised at
the present value of the minimum lease payments and recorded together with the obligation, excluding the interest
element, to reflect the purchase and financing. Assets held under capitalised finance leases are included in property,
plant and equipment, and depreciated over the shorter of the lease terms and the estimated useful lives of the
assets. The finance costs of such leases are charged to the income statement so as to provide a constant periodic
rate of charge over the lease terms.

Leases where substantially all the rewards and risks of ownership of assets remain with the lessor are accounted for
as operating leases. Where the Group is the lessor, assets leased by the Group under operating leases are included
in non-current assets, and rentals receivable under the operating leases are credited to the combined income
statement on the straight-line basis over the lease terms. Where the Group is the lessee, rentals payable under the
operating leases are charged to the combined income statements on the straight-line basis over the lease terms.

Prepaid land lease payments under operating leases are initially stated at cost and subsequently recognised on the
straight-line basis over the lease terms.

Land use rights

All land in Mainland China is state-owned and no individual land ownership rights exist. The Group acquires the
right to use certain land and the consideration paid for such right is recorded as land use rights, which are amortised
over the lease terms of 35 to 50 years using the straight-line method.



Notes to Financial Statements (Continued)

2.4 Summary of Significant Accounting Policies (continued)

Investments and other financial assets

Initial recognition and measurement

Financial assets within the scope of HKAS 39 are classified as financial assets at fair value through profit or loss,
loans and receivables held-to-maturity investments and available-for-sale financial assets, as appropriate. The Group
determines the classification of its financial assets at initial recognition. When financial assets are recognised initially,
they are measured at fair value, plus, in the case of investments not at fair value through profit or loss, directly
attributable transaction costs.

All regular way purchases and sales of financial assets are recognised on the trade date, that is, the date that the
Group commits to purchase or sell the asset. Regular way purchases or sales are purchases or sales of financial assets
that require delivery of assets within the period generally established by regulation or convention in the
marketplace.

The Group’s financial assets include cash and bank balances, trade and other receivables, loans receivable, held-to-
maturity investments and available-for-sale financial assets.

Subsequent measurement
The subsequent measurement of financial assets depends on their classification as follows:

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include financial assets held for trading Financial assets are
classified as held for trading if they are acquired for the purpose of sale in the near term. This category includes
derivative financial instruments entered into by the Group that are not designated as hedging instruments in hedge
relationships as defined by HKAS 39. Derivatives, including separated embedded derivatives, are also classified as
held for trading unless they are designated as effective hedging instruments. Financial assets at fair value through
profit or loss are carried in the statement of financial position at fair value with changes in fair value recognised in
profit or loss. These net fair value changes do not include any dividends or interest earned on these financial assets,
which are recognised in accordance with the policies set out for “Revenue recognition” below.

The Group evaluates its financial assets at fair value through profit or loss (held for trading) to assess whether the
intent to sell them in the near term is still appropriate. When the Group is unable to trade these financial assets due
to inactive markets and management’s intent to sell them in the foreseeable future significantly changes, the Group
may elect to reclassify these financial assets in rare circumstances. The reclassification from financial assets at fair
value through profit or loss to loans and receivables, available-for-sale financial assets or held-to-maturity
investments depends on the nature of the assets.

Derivatives embedded in host contracts are accounted for as separate derivatives and recorded at fair value if their
economic characteristics and risks are not closely related to those of the host contracts and the host contracts are
not held for trading or designated at fair value through profit or loss. These embedded derivatives are measured at
fair value with changes in fair value recognised in profit or loss. Reassessment only occurs if there is a change in the
terms of the contract that significantly modifies the cash flows that would otherwise be required.
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Notes to Financial Statements (Continued)

2.4 Summary of Significant Accounting Policies (continued)

Investments and other financial assets (continued)

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in
an active market. After initial measurement, such assets are subsequently measured at amortised cost using the
effective interest method less any allowance for impairment. Amortised cost is calculated taking into account any
discount or premium on acquisition and includes fees or costs that are an integral part of the effective interest rate
The effective interest rate amortisation is included in finance income in the income statement. The loss arising from
impairment is recognised in the income statement in other operating expenses.

Held-to-maturity investments

Non-derivative financial assets with fixed or determinable payments and fixed maturity are classified as held-to-
maturity when the Group has the positive intention and ability to hold to maturity. Held-to-maturity investments are
subsequently measured at amortised cost less any allowance for impairment. Amortised cost is calculated by taking
into account any discount or premium on acquisition and fees or costs that are an integral part of the effective
interest rate, The effective interest rate amortisation is included in finance income in the income statement. The loss
arising from impairment is recognised in the income statement in finance costs.

Available-for-sale financial investments

Available-for-sale financial investments are non-derivative financial assets in listed and unlisted equity securities.
Equity investments classified as available for sale are those which are neither classified as held for trading nor
designated at fair value through profit or loss. Debt securities in this category are those which are intended to be
held for an indefinite period of time and which may be sold in response to needs for liquidity or in response to
changes in the market conditions.

After initial recognition, available-for-sale financial investments are subsequently measured at fair value, with
unrealised gains or losses recognised as other comprehensive income in the available-for-sale investment valuation
reserve until the investment is derecognised, at which time the cumulative gain or loss is recognised in the income
statement in other income, or until the investment is determined to be impaired, at which time the cumulative gain
or loss is recognised in the income statement in other operating expenses and removed from available-for-sale
investment valuation reserve. Interest and dividends earned are reported as interest income and dividend income,
respectively and are recognised in the income statement as other income in accordance with the policies set out for
“Revenue recognition” below.

When the fair value of unlisted equity securities cannot be reliably measured because (a) the variability in the range
of reasonable fair value estimates is significant for that investment or (b) the probabilities of the various estimates
within the range cannot be reasonably assessed and used in estimating fair value, such securities are stated at cost
less any impairment losses.

The Group evaluates its available-for-sale financial assets to assess whether the ability and intention to sell them in
the near term are still appropriate. When the Group is unable to trade these financial assets due to inactive markets
and management’s intent to do so significantly changes in the foreseeable future, the Group may elect to reclassify
these financial assets in rare circumstances. Reclassification to loans and receivables is permitted when the financial
assets meet the definition of loans and receivables and the Group has the intent and ability to hold these assets for
the foreseeable future or to maturity. The reclassification to the held-to-maturity category is permitted only when
the entity has the ability and intent to hold until the maturity date of the financial asset.
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Notes to Financial Statements (Continued)

2.4 Summary of Significant Accounting Policies (continued)

Investments and other financial assets (continued)

Available-for-sale financial investments (continued)

For a financial asset reclassified out of the available-for-sale category, any previous gain or loss on that asset that has
been recognised in equity is amortised to profit or loss over the remaining life of the investment using the effective
interest rate. Any difference between the new amortised cost and the expected cash flows is also amortised over
the remaining life of the asset using the effective interest rate. If the asset is subsequently determined to be
impaired, then the amount recorded in equity is reclassified to the income statement.

Derecognition of financial assets
A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets) is
derecognised when:

o the rights to receive cash flows from the asset have expired;

° the Group has transferred its the rights to receive cash flows from the asset, or has assumed an obligation to
pay the received cash flows in full without material delay to a third party under a “pass-through”
arrangement;

° and either (a) the Group has transferred substantially all the risks and rewards of the asset, or (b) the Group
has neither transferred nor retained substantially all the risks and rewards of the asset, but has transferred
control of the asset.

When the Group has transferred its rights to receive cash flows from an asset or has entered into a pass-through
arrangement, and has neither transferred nor retained substantially all the risks and rewards of the asset nor
transferred control of the asset, the asset is recognised to the extent of the Group's continuing involvement in the
asset. In that case, the Group also recognises an associated liability. The transferred asset and the associated
liability are measured on a basis that reflects the rights and obligations that the Group has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower of
the original carrying amount of the asset and the maximum amount of consideration that the Group could be
required to repay.

Impairment of financial assets

The Group assesses at the end of each reporting period whether there is any objective evidence that a financial asset
or a group of financial assets is impaired. A financial asset or a group of financial assets is deemed to be impaired if,
and only if, there is objective evidence of impairment as a result of one or more events that has occurred after the
initial recognition of the asset (an incurred “loss event”) and that loss event has an impact on the estimated future
cash flows of the financial asset or the group of financial assets that can be reliably estimated. Evidence of
impairment may include indications that a debtor or a group of debtors is experiencing significant financial difficulty,
default or delinquency in interest or principal payments, the probability that they will enter bankruptcy or other
financial reorganisation and observable data indicating that there is a measurable decrease in the estimated future
cash flows, such as changes in arrears or economic conditions that correlate with defaults.
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Notes to Financial Statements (Continued)

2.4 Summary of Significant Accounting Policies (continued)

Impairment of financial assets (continued)

Financial assets carried at amortised cost

For financial assets carried at amortised cost, the Group first assesses individually whether objective evidence of
impairment exists for financial assets that are individually significant, or collectively for financial assets that are not
individually significant. If the Group determines that no objective evidence of impairment exists for an individually
assessed financial asset, whether significant or not, it includes the asset in a group of financial assets with similar
credit risk characteristics and collectively assesses them for impairment. Assets that are individually assessed for
impairment and for which an impairment loss is, or continues to be, recognised are not included in a collective
assessment of impairment.

If there is objective evidence that an impairment loss has been incurred, the amount of the loss is measured as the
difference between the asset's carrying amount and the present value of estimated future cash flows (excluding
future credit losses that have not yet been incurred). The present value of the estimated future cash flows is
discounted at the financial asset's original effective interest rate (i.e., the effective interest rate computed at initial
recognition). If a loan has a variable interest rate, the discount rate for measuring any impairment loss is the current
effective interest rate.

The carrying amount of the asset is reduced either directly or through the use of an allowance account and the
amount of the loss is recognised in the income statement. Interest income continues to be accrued on the reduced
carrying amount and is accrued using the rate of interest used to discount the future cash flows for the purpose of
measuring the impairment loss. Loans and receivables together with any associated allowance are written off when
there is no realistic prospect of future recovery and all collateral has been realised or has been transferred to the
Group.

If, in a subsequent period, the amount of the estimated impairment loss increases or decreases because of an event
occurring after the impairment was recognised, the previously recognised impairment loss is increased or reduced
by adjusting the allowance account. If a future write-off is later recovered, the recovery is credited to finance costs
in the income statement.

Assets carried at cost

If there is objective evidence that an impairment loss has been incurred on an unquoted equity instrument that is
not carried at fair value because its fair value cannot be reliably measured, the amount of the loss is measured as
the difference between the asset’s carrying amount and the present value of estimated future cash flows discounted
at the current market rate of return for a similar financial asset. Impairment losses on these assets are not reversed.

Available-for-sale financial investments
For available-for-sale financial investments, the Group assesses at the end of each reporting period whether there is
objective evidence that an investment or a group of investments is impaired.

If an available-for-sale asset is impaired, an amount comprising the difference between its cost (net of any principal

payment and amortisation) and its current fair value, less any impairment loss previously recognised in the income
statement, is removed from other comprehensive income and recognised in the income statement.
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Notes to Financial Statements (Continued)

2.4 Summary of Significant Accounting Policies (continued)

Impairment of financial assets (continued)

Available-for-sale financial investments (continued)

In the case of equity investments classified as available for sale, objective evidence would include a significant or
prolonged decline in the fair value of an investment below its cost. The determination of what is “significant” or
"prolonged” requires judgement. “Significant” is to be evaluated against the original cost of the investment and
“prolonged” against the period in which the fair value has been below its original cost. Where there is evidence of
impairment, the cumulative loss — measured as the difference between the acquisition cost and the current fair
value, less any impairment loss on that investment previously recognised in the income statement — is removed
from other comprehensive income and recognised in the income statement. Impairment losses on equity
instruments classified as available for sale are not reversed through the income statement. Increases in their fair
value after impairment are recognised directly in other comprehensive income.

Financial liabilities

Initial recognition and measurement

Financial liabilities within the scope of HKAS 39 are classified as financial liabilities at fair value through profit or
loss, loans and borrowings, or as derivatives designated as hedging instruments in an effective hedge, as
appropriate. The Group determines the classification of its financial liabilities at initial recognition.

All financial liabilities are recognised initially at fair value and in the case of loans and borrowings, plus directly
attributable transaction costs.

The Group’s financial liabilities include trade and other payables, and interest-bearing loans and borrowings.

Subsequent measurement
The measurement of financial liabilities depends on their classification as follows:

Financial liabilities at fair value through profit or loss
Financial liabilities at fair value through profit or loss includes financial liabilities held for trading and financial
liabilities designated upon initial recognition as at fair value through profit or loss.

Financial liabilities are classified as held for trading if they are acquired for the purpose of selling in the near term.
This category includes derivative financial instruments entered into by the Group that are not designated as hedging
instruments in hedge relationships as defined by HKAS 39. Separated embedded derivatives, are also classified as
held for trading unless they are designated as effective hedging instruments. Gains or losses on liabilities held for
trading are recognised in the income statement. The net fair value gain or loss recognised in the income statement
does not include any interest charged on these financial liabilities.

Loans and borrowings

After initial recognition, interest-bearing loans and borrowings are subsequently measured at amortised cost, using
the effective interest rate method unless the effect of discounting would be immaterial, in which case they are
stated at cost. Gains and losses are recognised in the income statement when the liabilities are derecognised as well
as through the effective interest rate method amortisation process.
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2.4 Summary of Significant Accounting Policies (continued)

Financial liabilities (continued)

Loans and borrowings (continued)

Amortised cost is calculated by taking into account any discount or premium on acquisition and fees or costs that
are an integral part of the effective interest rate. The effective interest rate amortisation is included in finance costs
in the income statement.

Financial guarantee contracts

Financial guarantee contracts issued by the Group are those contracts that require a payment to be made to
reimburse the holder for a loss it incurs because the specified debtor fails to make a payment when due in
accordance with the terms of a debt instrument. A financial guarantee contract is recognised initially as a liability at
its fair value, adjusted for transaction costs that are directly attributable to the issuance of the guarantee.
Subsequent to initial recognition, the Group measures the financial guarantee contract at the higher of: (i) the
amount of the best estimate of the expenditure required to settle the present obligation at the end of the reporting
period; and (ii) the amount initially recognised less, when appropriate, cumulative amortisation.

Derecognition of financial liabilities
A financial liability is derecognised when the obligation under the liability is discharged or cancelled, or expires.

When an existing financial liability is replaced by another from the same lender on substantially different terms, or
the terms of an existing liability are substantially modified, such an exchange or modification is treated as a
derecognition of the original liability and a recognition of a new liability, and the difference between the respective
carrying amounts is recognised in the income statement.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount is reported in the statement of financial
position if, and only if, there is currently enforceable legal right to offset the recognised amounts and there is an
intention to settle on a net basis, or to realise the assets and settle the liabilities simultaneously.

Fair value of financial instruments

The fair value of financial instruments that are traded in active markets is determined by reference to quoted market
prices or dealer price quotations (bid price for long positions and ask price for short positions), without any
deduction for transaction costs. For financial instruments where there is no active market, the fair value is
determined using appropriate valuation techniques. Such techniques include using recent arm's length market
transactions; reference to the current market value of another instrument which is substantially the same; a
discounted cash flow analysis; and other valuation models.

Inventories

Inventories are carried at the lower of cost and net realisable value. Cost is calculated on specific identification basis
as appropriate and comprises all costs of purchase and other costs incurred in bringing the inventories to their
present location and condition. Net realisable value is the estimated selling price in the ordinary course of business
less the estimated costs of completion and the estimated costs necessary to make the sale.
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Notes to Financial Statements (Continued)

2.4 Summary of Significant Accounting Policies (continued)

Cash and cash equivalents

For the purpose of the combined statement of cash flows, cash and cash equivalents comprise cash on hand and
demand deposits, and short term highly liquid investments that are readily convertible into known amounts of cash,
are subject to an insignificant risk of changes in value, and have a short maturity of generally within three months
when acquired, less bank overdrafts which are repayable on demand and form an integral part of the Group’s cash
management.

For the purpose of the statements of financial position, cash and cash equivalents comprise cash on hand and at
banks, including term deposits with initial terms of three months or less, which are not restricted as to use.

Income tax
Income tax comprises current and deferred tax. Income tax relating to items recognised outside profit or loss is
recognised outside profit or loss, either in other comprehensive income or directly in equity.

Current tax assets and liabilities for the current and prior periods are measured at the amount expected to be
recovered from or paid to the taxation authorities, based on tax rates (and tax laws) that have been enacted or
substantively enacted by the end of the reporting period, taking into consideration interpretations and practices
prevailing in the countries in which the Group operates.

Deferred tax is provided, using the liability method, on all temporary differences at the end of the reporting period
between the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary differences, except:

o where the deferred tax liability arises from the initial recognition of goodwill or an asset or liability in a
transaction that is not a business combination and, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; and

o in respect of taxable temporary differences associated with investments in subsidiaries, associates and interests
in joint ventures, where the timing of the reversal of the temporary differences can be controlled and it is
probable that the temporary differences will not reverse in the foreseeable future.

Deferred tax assets are recognised for all deductible temporary differences, carryforward of unused tax credits and
unused tax losses, to the extent that it is probable that taxable profit will be available against which the deductible
temporary differences, and the carryforward of unused tax credits and unused tax losses can be utilised, except:

° where the deferred tax asset relating to the deductible temporary differences arises from the initial recognition
of an asset or liability in a transaction that is not a business combination and, at the time of the transaction,
affects neither the accounting profit nor taxable profit or loss; and

o in respect of deductible temporary differences associated with investments in subsidiaries, associates and
interests in joint ventures, deferred tax assets are only recognised to the extent that it is probable that the
temporary differences will reverse in the foreseeable future and taxable profit will be available against which
the temporary differences can be utilised.
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Notes to Financial Statements (Continued)

2.4 Summary of Significant Accounting Policies (continued)

Income tax (continued)

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced to the
extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of the deferred
tax asset to be utilised. Unrecognised deferred tax assets are reassessed at the end of each reporting period and are
recognised to the extent that it has become probable that sufficient taxable profit will be available to allow all or
part of the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when the
asset is realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively
enacted by the end of the reporting period.

Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists to set off current tax
assets against current tax liabilities and the deferred taxes relate to the same taxable entity and the same taxation
authority.

Government grants

Government grants are recognised at their fair value where there is reasonable assurance that the grant will be
received and all attaching conditions will be complied with. When the grant relates to an expense item, it is
recognised as income over the periods necessary to match the grant on a systematic basis to the costs that it is
intended to compensate. Where the grant relates to an asset, the fair value is credited to a deferred income account
and is released to the income statements over the expected useful life of the relevant asset by equal annual
instalments.

Revenue recognition
Revenue is recognised when it is probable that the economic benefits will flow to the Group and when the revenue
can be measured reliably, on the following bases:

(@ from the sale of goods, when the significant risks and rewards of ownership have been transferred to the
buyer, provided that the Group maintains neither managerial involvement to the degree usually associated
with ownership, nor effective control over the goods sold;

(b)  from the rendering of services, in the period in which the services are rendered.

(©)  rental income, on a time proportion basis over the lease terms;

(d) interest income, on an accrual basis using the effective interest method by applying the rate that discounts
the estimated future cash receipts through the expected life of the financial instrument to the net carrying
amount of the financial asset; and

(e)  dividend income, when the shareholders’ right to receive payment has been established.

Employee benefits

The employees of the Group’s subsidiaries which operate in Mainland China are required to participate in a central

pension scheme operated by the local municipal government. These subsidiaries are required to contribute certain

percentage of their payroll costs to the central pension scheme. The contributions are charged to the income
statements as they become payable in accordance with the rules of the central pension scheme.
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Notes to Financial Statements (Continued)

2.4 Summary of Significant Accounting Policies (continued)

Employee benefits (continued)

The Group operates a defined contribution Mandatory Provident Fund retirement benefit scheme (the “MPF
Scheme”) under the Mandatory Provident Fund Schemes Ordinance for those employees who are eligible to
participate in the MPF Scheme. Contributions are made based on a percentage of the employees’ basic salaries and
charged to the combined income statements as they become payable in accordance with the rules of the MPF
Scheme. The assets of the MPF Scheme are held separately from those of the Group in an independently
administered fund. The Group's employer contributions vest fully with the employees when contributed into the
MPF Scheme, except for the Group’s employer voluntary contributions, which are refunded to the Group when the
employee leaves employment prior to the contributions vesting fully, in accordance with the rules of the MPF
Scheme.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, i.e., assets
that necessarily take a substantial period of time to get ready for their intended use or sale, are capitalised as part of
the cost of those assets. The capitalisation of such borrowing costs ceases when the assets are substantially ready
for their intended use or sale. Investment income earned on the temporary investment of specific borrowings
pending their expenditure on qualifying assets is deducted from the borrowing costs capitalised. All other borrowing
costs are expensed in the period in which they are incurred. Borrowing costs consist of interest and other costs that
an entity incurs in connection with the borrowing of funds.

Dividends

Final dividends proposed by the directors are classified as a separate allocation of retained profits within the equity
section of the statement of financial position, until they have been approved by the shareholders in a general
meeting. When these dividends have been approved by the shareholders and declared, they are recognised as a
liability.

Foreign currencies

The financial statements are presented in RMB. Each entity in the Group determines its own functional currency and
items included in the financial statements of each entity are measured using that functional currency. Foreign
currency transactions are initially recorded using the functional currency rates ruling at the dates of the transactions.
Monetary assets and liabilities denominated in foreign currencies are retranslated at the functional currency rates of
exchange ruling at the end of the reporting period. All differences are taken to the income statement. Non-
monetary items that are measured in terms of historical cost in a foreign currency are translated using the exchange
rates at the dates of the initial transactions. Non-monetary items measured at fair value in a foreign currency are
translated using the exchange rates at the date when the fair value was determined.

The functional currencies of certain overseas subsidiaries are currencies other than RMB. As at the end of the
reporting period, the assets and liabilities of these entities are translated into the presentation currency of the
Company at the exchange rates ruling at the end of the reporting period, and their income statements are
translated into RMB at the weighted average exchange rates for the year. The resulting exchange differences are
recognised in other comprehensive income and accumulated in the exchange fluctuation reserve. On disposal of a
foreign operation, the component of other comprehensive income relating to that particular foreign operation is
recognised in the income statement.

For the purpose of the combined statement of cash flow, the cash flows of overseas subsidiaries are translated into
RMB at the exchange rates ruling at the dates of the cash flows. Frequently recurring cash flows of overseas
subsidiaries which arise throughout the year are translated into RMB at the weighted average exchange rates for
the year.
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Significant Accounting Judgements and Estimates

The preparation of the Group’s financial statements requires management to make judgements, estimates and
assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and the disclosure of
contingent liabilities, at the end of reporting period. However, uncertainty about these assumptions and estimates
could result in outcomes that could require a material adjustment to the carrying amounts of the assets or liabilities
affected in the future.

Judgements

In the process of applying the Group’s accounting policies, management has made the following judgements, apart
from those involving estimations, which have the most significant effect on the amounts recognised in the financial
statements:

Deferred tax assets

Deferred tax assets are recognised for all unused tax losses to the extent that it is probable that taxable profit will be
available against which the losses can be utilised. Significant management judgement is required to determine the
amount of deferred tax assets that can be recognised, based upon the likely timing and level of future taxable
profits together with future tax planning strategies. The carrying values of deferred tax assets relating to recognised
tax losses were RMB4,208,000 (2008: RMB3,084,000) as at 31 December 2009. More details are given in Note 30.

Estimation uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty at the end of the
reporting period, that have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year, are discussed below.

Impairment of goodwill

The Group determines whether goodwill is impaired at least on an annual basis. This requires an estimation of the
value in use of the cash-generating units to which the goodwill is allocated. Estimating the value in use requires the
Group to make an estimate of the expected future cash flows from the cash-generating units and also to choose a
suitable discount rate in order to calculate the present value of those cash flows. The carrying amounts of goodwill
were RMB200,492,000 (2008: RMB76,566,000) as at 31 December 2009. More details are given in Note 16.

Impairment of non-financial assets (other than goodwiill)

The Group assesses whether there are any indicators of impairment for all non-financial assets at each reporting
date. Indefinite life intangible assets are tested for impairment annually and at other times when such an indicator
exists. Other non-financial assets are tested for impairment when there are indicators that the carrying amounts
may not be recoverable. When value in use calculations are undertaken, management must estimate the expected
future cash flows from the asset or cash-generating unit and choose a suitable discount rate in order to calculate
the present value of those cash flows.
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Operating Segment Information

The Group is engaged in the principal business of sale and service of motor vehicles. For management purposes, the
Group operates in one business unit based on its products, and has one reportable segment which is the sale of
motor vehicles and the provision of related services.

No operating segments have been aggregated to form the above reportable operating segment.

Information about geographical area

Since over 90% of the Group’s revenue and operating profit were generated from the sale and service of motor
vehicles in Mainland China and over 90% of the Group’s identifiable assets and liabilities were located in Mainland
China, no geographical segment information is presented in accordance with HKFRS 8 Operating Segments.

Information about major customers
Since none of the Group’s sales to a single customer amounted to 10% or more of the Group’s revenue during the
Year, no major customers segment information is presented in accordance with HKFRS 8 Operating Segments.

Revenue, Other Income and Gains, Net

(a) Revenue:

2009 2008
RMB’000 RMB’000
Revenue from the sale of motor vehicles 12,466,358 9,695,464
Others 1,255,827 853,113
13,722,185 10,548,577
(b) Other income and gains, net:
2009 2008
RMB’000 RMB'000
Commission income 46,535 18,012
Advertisement support received from motor vehicle manufacturers 3,120 2,409
Rental income 2,682 1,441
Government grants 141 2,136
Interest income 10,100 8,795
Net gain on disposal of property, plant and equipment 3,933 625
Excess over the cost of a business combination recognised in the
income statement — 103
Loss on disposal of subsidiaries — (1,557)
Others 2,692 1,448
69,203 33,412

F-29

6007 Hoday [enuuy — payiuwl sbuipjoH dnoio busysbuoyz

69



Zhongsheng Group Holdings Limited — Annual Report 2009

70

Notes to Financial Statements (Continued)

6. Profit Before Tax

The Group’s profit before tax is arrived at after charging/(crediting):

2009 2008
RMB’000 RMB’000

(@) Employee benefit expense

(including directors’ remuneration (note 9))

Wages and salaries 142,415 102,062
Pension scheme contributions 24,816 16,629
Other welfare 13,027 8,348
180,258 127,039
2009 2008
RMB’000 RMB'000

(b) Cost of sales and services:
Cost of sales of motor vehicles 11,843,413 9,261,487
Others 699,349 509,727
12,542,762 9,771,214
2009 2008
RMB’000 RMB'000

(c) Otheritems

Depreciation and impairments of property, plant and equipment 67,765 50,854
Amortisation of land use rights 7,036 4,094
Amortisation of intangible assets 13,352 5,914
Auditors' remuneration 4,000 -
Lease expenses 20,184 9,568
Advertisement expenses 37,202 24,617
Office expenses 30,822 24,136
Logistics expenses 9,664 13,187
Business promotion expenses 26,723 20,229
Provision for impairment of trade receivables and other receivables 7 4,267
Net gain on disposal of property, plant and equipment (3,933) (625)
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7. Finance Costs

2009 2008
RMB’'000 RMB'000
Interest expense on bank borrowings wholly repayable within five years 76,877 91,275
Interest expense on other borrowings 3,811 13,168
80,688 104,443
8. Tax

(@  Taxin the combined income statements represents:
2009 2008
RMB’'000 RMB'000
Current Mainland China corporate income tax 151,898 72,501
Deferred tax (Note 30(b)) 21,803 10,764
173,701 83,265

Pursuant to Section 6 of the Tax Concessions Law (1999 Revision) of the Cayman Islands, the Company has
obtained an undertaking from the Governor-in-Council that no law which is enacted in the Cayman Islands
imposing any tax to be levied on profits or income or gain or appreciation shall apply to the Company or its
operations.

The subsidiaries incorporated in the BVI are not subject to income tax as such subsidiaries do not have a place
of business (other than a registered office only) or carry on any business in the BVI.

Subsidiaries incorporated in Hong Kong were subject to an income tax at the rates of 16.5% during the year
(2008: 16.5%). No provision for Hong Kong profits tax has been made as the Group had no assessable profits
arising in Hong Kong during the year.

The National People’s Congress approved the Corporate Income Tax Law of the People’s Republic of China (the
“new CIT Law"”) on 16 March 2007 and the State Council has announced the Detailed Implementation
Regulations on 6 December 2007, which have been effective since 1 January 2008. According to the new CIT
Law, the income tax rates for both domestic and foreign investment enterprises are unified at 25% effective
from 1 January 2008.

Certain subsidiaries of the Group enjoyed preferential CIT rates which were lower than 25% during the

reporting period as approved by the relevant tax authorities or operated in designated areas with preferential
CIT policies in the PRC.
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8. Tax (continued)

(a)

(continued)

Pursuant to the new CIT Law, a 10% withholding tax is levied on dividends declared to foreign investors from

the PRC effective from 1 January 2008. A lower withholding tax rate may be applied if there is a tax

arrangement between the PRC and the jurisdiction of the foreign investors. For the Group, the applicable rate
is 5%. On 22 February 2008, Caishui (2008) No. 1 was promulgated by the tax authorities to specify that
dividends declared and remitted out of the PRC from the retained earnings as at 31 December 2007 are

exempted from the withholding tax.

Reconciliation between tax expense and accounting profit at applicable tax rates:

A reconciliation of the tax expense applicable to profit before tax using the applicable rates for the regions in

which the Company and its subsidiaries are domiciled to the tax expense at the effective tax rates is as

follows:

2009 2008
RMB’000 RMB’000
Profit before tax 666,704 317,674
Tax at applicable tax rate (25%) 166,676 79,418
Tax effect of non-deductible expenses 2,634 2,455
Profits attributable to jointly-controlled Entities (1,814) (1,130)
Effect of tax concessions obtained (17,521) (9,135)

Effect of withholding tax at 5% on the distributable profits
of the Group’s subsidiaries of Mainland China 23,726 11,657
Tax charge 173,701 83,265
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9. Directors’ Remuneration
Directors’ remuneration for the year, disclosed pursuant to the Listing Rules and Section 161 of the Hong Kong
Companies Ordinance, is as follows:

Year ended 31 December 2009

Contributions

Salaries, to defined

allowances contribution

Directors’ and other  Discretionary retirement
fees benefits bonuses schemes Total
RMB’000 RMB’000 RMB’000 RMB'000 RMB’000

Executive directors
- Mr. Li Guogiang — 2,530 — 48 2,578
- Mr. Huang Yi — 2,289 — 1 2,300
- Mr. Yu Guangming — 120 — 46 166
- Mr. Du Qingshan — 326 — 35 361
— 5,265 — 140 5,405
Year ended 31 December 2008

Contributions

to defined

Salaries, contribution

Directors”  allowances and Discretionary retirement
fees other benefits bonuses schemes Total
RMB'000 RMB’'000 RMB'000 RMB'000 RMB’000

Executive directors

- Mr. Li Guogiang — 2,202 — 30 2,232
- Mr. Huang Yi — 1,955 — 1 1,966
- Mr. Yu Guangming — 60 — 12 72
- Mr. Du Qingshan — 287 — 24 311
_ 4,504 — 77 4,581

There was no arrangement under which a director waived or agreed to waive any remuneration during the year.

No emoluments were paid to the non-executive directors and independent non-executive directors of the Company

during the year.
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10. Five Highest Paid Individuals

11.

The five highest paid employees during the year included two (2008: two) directors, details of whose remuneration
are set out in Note 9 above. Details of the remuneration of the remaining three (2008: three) non-director, highest
paid employees for the year are as follows:

2009 2008

RMB’000 RMB’000

Salaries, bonuses, allowances and benefits in kind 1,412 700
Pension scheme contributions 81 72
1,493 772

The number of non-director, highest paid employees whose remuneration fell within the following bands is as

follows:
Number of employees
2009 2008
Nil to RMB1,000,000 3 3

Earnings Per Share
No earnings per share information is presented as its inclusion is not considered meaningful due to the preparation
of the results for the Year on a combined basis as disclosed in Note 2.1 above.
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12. Property, Plant and Equipment

Leasehold Plantand  Furniture and Construction
Buildings  improvements machinery fixtures Motor vehicles in progress Total
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
Cost:

At 1 January 2009 477,393 10,193 56,084 46,185 95,436 24,606 709,897
Exchange realignment — (1) — — (3) — (4)
Additions 18,170 2,080 16,155 17,118 41,356 124114 218,993
Acquisition of subsidiaries (Note 33) 124,070 5,574 20,768 11,542 23,557 14,759 200,270
Transfer 46,977 — — 280 — (47,257) —
Disposals (1,325) (1,033) (2,605) (1,265) (32,212) — (38,440)
At 31 December 2009 665,285 16,813 90,402 73,860 128,134 116,222 1,090,716

Accumulated depreciation and impairment:
At 1 January 2009 77,385 3,876 23,176 19,248 37433 — 161,118
Exchange realignment — — — — — M
Depreciation and impairment

provided during the year 29,145 4,177 6,048 11,481 16,914 — 67,765
Acquisition of subsidiaries (Note 33) 15,046 1,063 8,597 5,446 8,588 — 38,740
Disposals 27 (970) (2,318) (306) (11,664) — (15,285)
At 31 December 2009 121,549 8,146 35,503 35,869 51,270 — 252,337

Net book value:

At 31 December 2009 543,736 8,667 54,899 37,991 76,864 116,222 838,379
Cost:
At 1 January 2008 407,565 4,547 46,984 35,625 79,962 4335 579,018
Exchange realignment — (12) — 8) — — (20)
Additions 23,774 5,658 4,665 8,678 29,061 63,732 135,568
Acquisition of subsidiaries 13,694 — 1,615 747 mm — 16,777
Transfer 36,207 — 3,756 3,498 — (43,461) —
Disposals — — (936) (1,465) (10,299 — (12,700
Disposal of subsidiaries (3,847) — — (890) (4,009) — (8,746)
At 31 December 2008 477,393 10,193 56,084 46,185 95,436 24,606 709,897

Accumulated depreciation and impairment:

At 1 January 2008 55,458 2,103 18,536 14,052 28,407 — 118,556
Exchange realignment — 8) — 6) — — (14)
Depreciation and impairment

provided during the year 21,927 1,781 4,903 6,617 15,626 — 50,854
Acquisition of subsidiaries 350 — 365 262 118 — 1,095
Written back on disposals — — (628) (1,188) (3,822) — (5,638)
Disposal of subsidiaries (350) — — (489) (2,896) — (3,735)
At 31 December 2008 77,385 3,876 23,176 19,248 37,433 — 161,118

Net book value:
At 31 December 2008 400,008 6,317 32,908 26,937 58,003 24,606 548,779

As at 31 December 2009, the application of the property ownership certificates of certain buildings with a net book
value of approximately RMB231,844,000 was still in progress.

As at 31 December 2009, certain of the Group’s buildings with an aggregate net book value of approximately
RMB79,610,000 (2008: RMB78,978,000) were pledged as security for the Group’s bank borrowings (Note 26(a)).
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13. Land Use Rights

2009 2008
RMB’000 RMB’000
Cost:
At the beginning of the year 272,634 203,263
Additions 104,007 69,371
Acquisition of subsidiaries (Note 33) 70,938 —
At the end of the year 447,579 272,634
Amortisation:
At the beginning of the year 15,647 11,553
Charge for the year 7,036 4,094
Acquisition of subsidiaries (Note 33) 1,997 —
At the end of the year 24,680 15,647
Net book value:
At the end of the year 422,899 256,987

The lease prepayments of the Group represent cost of the Group’s land use rights in respect of land located in

Mainland China. The remaining periods of the land use rights of the Group are from 28 to 46 years.

As at 31 December 2009, certain of the Group’s land use rights with an aggregate net book value of approximately
RMB41,655,000 (2008: RMB38,529,000) were pledged as security for the Group’s bank borrowings (Note 26(a)).

As at 31 December 2009, the Group was yet to obtain the legal title of certain land use rights in Mainland China

subject to certain administrative procedures to be completed by the Group and the local government authorities.

The net book value of these land use rights as at 31 December 2009 amounted to RMB219,748,000.

14. Prepayments

2009 2008

RMB’000 RMB'000

Prepaid lease for land 2,952 1,601
Prepaid lease for buildings 13,119 13,972
Prepayments for potential acquisition 40,200 17,700
56,271 33,273
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15. Intangible Assets

Dealership Customer
Software  agreements relationships Total
RMB’000 RMB’000 RMB’000 RMB’000
Cost:
At 1 January 2009 9,756 80,323 19,282 109,361
Exchange realignment (1) — — (1)
Additions 4,645 — — 4,645
Acquisition of subsidiaries (Note 33) 535 136,272 27,899 164,706
At 31 December 2009 14,935 216,595 47,181 278,711
Accumulated amortisation:
At 1 January 2009 1,550 5,475 1,775 8,800
Amortisation provided during the year 2,217 8,718 2,417 13,352
Acquisition of subsidiaries (Note 33) 294 1,633 — 1,927
At 31 December 2009 4,061 15,826 4,192 24,079
Net book value:
At 31 December 2009 10,874 200,769 42,989 254,632
Cost:
At 1 January 2008 2,250 69,753 18,542 90,545
Exchange realignment (27) — — (27)
Additions 7,496 — — 7,496
Acquisition of subsidiaries 81 10,570 740 11,391
Disposals 3) — — 3)
Disposal of subsidiaries 41) — — 41)
At 31 December 2008 9,756 80,323 19,282 109,361
Accumulated amortisation:
At 1 January 2008 779 1,630 519 2,928
Exchange realignment (16) — — (16)
Amortisation provided during the year 813 3,845 1,256 5,914
Acquisition of subsidiaries 14 — — 14
Disposals ) — — (M
Disposal of subsidiaries (39) — — (39)
At 31 December 2008 1,550 5,475 1,775 8,800
Net book value:
At 31 December 2008 8,206 74,848 17,507 100,561

The Group’s principal identifiable intangible assets represent dealership agreements in Mainland China with various
vehicle manufacturers and customer relationships acquired from third parties. The dealership agreements do not
include a specified contract period or termination arrangement. The customer relationships and dealership
agreements are amortised over 15 years and 20 years, respectively, which are management’s best estimation of their
useful lives.
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16.

17.

Goodwill
2009 2008
RMB’'000 RMB'000
At the beginning of the year 76,566 65,501
Acquisition of subsidiaries (Note 33) 123,926 11,065
At the end of the year 200,492 76,566

Impairment testing of goodwill
The goodwill comprises the fair value of expected business synergies arising from the acquisition, which is not
separately recognised.

The recoverable amount of each cash-generating unit has been determined based on a value in use calculation using
cash flow projections based on financial budgets covering a five-year period approved by senior management. No
growth has been projected beyond the five years. The discount rate applied to the cash flow projections beyond the
one-year period is 17%.

Key assumptions used in the value in use calculation
The following describes the key assumptions of the cash flow projections.

Sale and service of motor vehicles revenue — the bases used to determine the future earnings of sale and service of
motor vehicles are the historical sales and the average growth rate of similar 4S stores of the Group over the last
two years.

Operating expenses — the bases used to determine the values assigned are cost of inventories, staff costs,
depreciation, amortisation and other operating expenses. The values assigned to the key assumption reflect past

experience and management’s commitment to maintain its operating expenses at an acceptable level.

Interests in Jointly-controlled Entities

2009 2008
RMB’000 RMB’000
Share of net assets 38,699 21,175

EFR AL MREHEEREAR AR (Xiamen Zhongsheng Toyota Automobile Sales & Services Co., Ltd. “Xiamen
Zhongsheng”) and FRAZRTIRTERE (Ki#) AMR2AF (Zhongsheng Tacti Automobile Services (Dalian) Co.,
Ltd. “Zhongsheng Tacti”) are jointly-controlled entities of the Group and are considered to be related parties of the
Group.
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17. Interests in Jointly-controlled Entities (continued)

(a)

(b)

Particulars of jointly-controlled entities

Place and date of Authorised Percentage of

incorporation/  registered/paid-in/ Ownership Voting  Profit
Jointly-controlled entity registration issued capital interest power sharing

Principal activities

Xiamen Zhongsheng Xiamen, RMB6,000,000 50% 50% 50%
the PRC, 2002

Zhongsheng Tacti Dalian, RMB10,270,000 50% 50% 50%
the PRC, 2009

Sale and service
of motor vehicles

Service of motor

vehicles

The following table illustrates the summarised financial statements of the

Group'’s jointly-controlled entities shared by the Group:

2009 2008
RMB’'000 RMB'000
Share of the jointly-controlled entities’ assets and liabilities:
Non-current assets 2,880 1,827
Current assets 63,730 40,168
Current liabilities (27,911) (20,820)
Net assets 38,699 21,175
Share of the jointly-controlled entities’ results:
2009 2008
RMB’000 RMB'000
Income 221,594 204,744
Expenses (212,372) (199,578)
Tax (1,968) (646)
Profit for the year 7,254 4,520
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18.

19.

20.

Available-for-sale Investment

The available-for-sale investment is equity investment in Dalian Mingshi Cheyuan Exhibiting Co., Ltd. (an unlisted
company with registered capital of RMB510,000), which was designated as an available-for-sale financial asset. The
investment was stated at cost because the investment does not have a quoted market price in an active market and,
in the opinion of the Directors, the fair value estimate can not be measured reliably.

Held-to-maturity Investments

2009 2008
RMB’000 RMB’000
Corporate bonds 5,283 5,291

The held-to-maturity investments are all unlisted bonds, with fixed payments amounting to Hong Kong dollars
("HK$") 6,000,000 and a fixed maturity of five years. The bonds earn interest at a rate of 5% per annum for the
first three years and of 5.75% per annum for the last two years.

Inventories
2009 2008
RMB’000 RMB’000
Motor vehicles 880,753 1,071,533
Spare parts 128,294 60,014
Others 15,193 1,868
1,024,240 1,133,415

As at 31 December 2009, certain of the Group’s inventories with a carrying amount of approximately
RMB76,735,000 (2008: RMB30,265,000) were pledged as security for the Group’s bank loans and other borrowings
(Note 26(a)).

As at 31 December 2009, certain of the Group's inventories with a carrying amount of approximately
RMB221,427,000 (2008: RMB231,669,000) were pledged as security for the Group’s bills payable.
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21. Trade Receivables

2009 2008

RMB’000 RMB’000

Trade receivables 87,054 61,933
Impairment (290) (490)
86,764 61,443

The Group seeks to maintain strict control over its outstanding receivables and has a credit control department to
minimise credit risk. Overdue balances are reviewed regularly by senior management. In view of the aforementioned
and the fact that the Group’s trade receivables relate to a large number of diversified customers, there is no
significant concentration of credit risk. Trade receivables are non-interest-bearing.

An aged analysis of the trade receivables as at the end of the reporting period (based on the invoice date) is as

follows:
2009 2008
RMB’000 RMB’000
Within 3 months 76,885 54,112
More than 3 months but less than 1 year 9,692 6,692
Over 1 year 187 639
86,764 61,443

An aged analysis of the trade receivables that are not considered to be impaired is as follows:

2009 2008

RMB’000 RMB'000

Neither past due nor impaired 86,577 60,804
Over one year past due 187 639
86,764 61,443

Receivables that were neither past due nor impaired relate to a large number of diversified customers for whom
there was no recent history of default.
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21. Trade Receivables (continued)
Receivables that were past due but not impaired relate to a number of independent customers that have a good
track record with the Group. Based on past experience, the directors are of the opinion that no provision for
impairment is necessary in respect of these balances as there has not been a significant change in credit quality and
the balances are still considered fully recoverable. The Group does not hold any collateral or other credit
enhancements over these balances.

The movements in provision for impairment of trade receivables are as follows:

Zhongsheng Group Holdings Limited — Annual Report 2009

2009 2008
RMB’000 RMB’000
At the beginning of the year 490 2,567
Impairment losses recognised 37 95
Acquisition of subsidiaries 138 —
Disposal of subsidiaries — (1,800)
Amounts written off as uncollectible (338) (345)
Impairment losses reversed (37) 27)
At the end of the year 290 490
22. Prepayments, Deposits and Other Receivables
2009 2008
RMB’000 RMB’000
Prepayments and deposits to suppliers 907,339 325,998
Deposits paid for acquisition of land use rights 51,580 41,245
Advances to certain companies to be acquired — 215,335
Rebate receivables 73,266 45,475
VAT recoverable (i) 17,972 45,702
Receivables on disposal of subsidiaries 14,817 28,186
Prepayment related to the listing of the
Company’s shares 8,719 4,247
Others 39,493 18,635
1,113,186 724,823

82
F-42



Notes to Financial Statements (Continued)

22.

23.

Prepayments, Deposits and Other Receivables (continued)
Note:

(i) The Group's sales of motor vehicles are subject to Mainland China Value Added Tax (“VAT"). Input VAT on purchases can be
deducted from output VAT payable. The VAT recoverable is the net difference between output and deductible input VAT.
The applicable tax rate for domestic sales of the Group is 17%.

None of the above assets is past due. The financial assets included in the above balances relate to receivables for
which there was no recent history of default.

2009 2008

RMB’000 RMB'000

Prepayments, deposits, and other receivables 1,113,657 724,974
Impairment 471) (151)
1,113,186 724,823

The movements in provision for impairment of prepayments, deposits and other receivables are as follows:

2009 2008
RMB’000 RMB'000
At the beginning of the year 151 16
Impairment losses recognised 7 4,215
Acquisition of subsidiaries 313 —
Amounts written off as uncollectible — (4,064)
Impairment losses reversed — (16)
At the end of the year 471 151
Term Deposits and Pledged Bank Deposits
2009 2008
RMB’000 RMB'000
Term deposits — 10,583
Deposits pledged with banks as collateral against credit facilities granted
by the banks 382,929 200,137
382,929 210,720
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23.

24,

25.

Term Deposits and Pledged Bank Deposits (continued)

Term deposits and pledged bank deposits earn interest at interest rates stipulated by respective finance institutions.
Included in term deposits and pledged bank deposits at the end of the reporting period are the following amounts
denominated in a currency other than the RMB:

2009 2008

RMB’000 RMB’000

HK$ 12,327 10,583
Cash in Transit

2009 2008

RMB’000 RMB’000

Cash in transit 44,542 29,690

Cash in transit represents the sales proceeds settled by credit cards, which have yet to be credited to the Group by
the banks.

Cash and Cash Equivalents

2009 2008

RMB’000 RMB’'000

Cash and bank balances 828,980 661,063
Short term deposits 201,980 303,182
Cash and cash equivalents 1,030,960 964,245

As at 31 December 2009, the cash and bank balances and short term deposits of the Group denominated in a
currency other than RMB amounted to RMB56,287,000 (2008: RMB22,481,000). The RMB is not freely convertible
into other currencies, however, under Mainland China’s Foreign Exchange Control Regulations and Administration
of Settlement, Sale and Payment of Foreign Exchange Regulations, the Group is permitted to exchange RMB for
other currencies through banks authorised to conduct foreign exchange business.

Cash at banks earns interest at floating rates based on daily bank deposit rates. Short term time deposits are made
for varying periods of between one day and three months depending on the immediate cash requirements of the
Group, and earn interest at the respective short term time deposit rates. The bank balances and short term deposits
are deposited with creditworthy banks with no recent history of default. The carrying amounts of the cash and cash
equivalents approximate to their fair values.
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26.

Bank Loans and Other Borrowings

2009 2008
Effective Effective
interest rate interest rate
(%) RMB’000 (%)  RMB'000
Current bank borrowings 4-7 1,597,699 5-9 954,750
Other borrowings 5-7 199,450 67 202,793
1,797,149 1,157,543
Current bank borrowings and other borrowings representing:
2009 2008
Notes RMB’000 RMB’000
— secured (a) 117,076 52,000
— entrusted 30,000 20,000
— guaranteed (b) 448,500 403,000
— unsecured 1,201,573 682,543
1,797,149 1,157,543

The maturity of bank loans and other borrowings at the end of the reporting period were less than one year.

(@)  Certain of the Group’s bank loans are secured by:

(i)  mortgages over the Group’s land use rights situated in Mainland China, which had an aggregate
carrying value of approximately RMB41,655,000 (2008: RMB38,529,000) as at 31 December 2009;

(i) mortgages over the Group’s buildings, which had an aggregate carrying value of approximately
RMB79,610,000 (2008: RMB78,978,000) as at 31 December 2009; and

(i)  mortgages over the Group’s inventories, which had an aggregate carrying value of approximately
RMB76,735,000 (2008: RMB30,265,000) as at 31 December 2009, respectively.

(b)  Certain of the Group’s bank loans which amounted to RMB382,500,000 (2008: RMB343,000,000) were

guaranteed by the Controlling Shareholder as at 31 December 2009. The other borrowings which amounted
to RMB66,000,000 (2008: RMB60,000,000) were guaranteed by a third party as at 31 December 2009.
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27. Trade and Bills Payables

2009 2008

RMB’000 RMB’000

Trade payables 111,976 58,112
Bills payable 981,037 777,587
Trade and bills payables 1,093,013 835,699

Zhongsheng Group Holdings Limited — Annual Report 2009

An aged analysis of the trade and bills payables as at the end of the reporting period, based on the invoice date, is

as follows:

2009 2008
RMB’000 RMB’000
Within 3 months 1,080,587 834,226
3 to 6 months 11,383 265
6 to 12 months 648 29
Over 12 months 395 1,179
1,093,013 835,699

The trade and bills payables are non-interest-bearing.

28. Other Payables and Accruals

2009 2008
RMB’'000 RMB’000
Payables for purchase of property, plant and equipment and land use rights 27,088 33,189
Advances and deposits from distributors 14,032 13,028
Advances from non-controlling shareholders 1,000 1,254
Advances from third parties — 93,576
Advances from customers 148,134 94,899
Payables for purchase of equity interests from third parties 35,283 —
Staff payroll and welfare payables 19,282 13,853
Others 32,883 23,402
277,702 273,201
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29.

30.

Employee Retirement Benefits

In compliance with the Mandatory Provident Fund Schemes Ordinance (the “MPF Ordinance”), the Company has
participated in an MPF scheme, which is a defined contribution scheme managed by an independent trustee, to
provide retirement benefits to its Hong Kong employees. Contributions to the MPF scheme are made in accordance
with the statutory limits prescribed by the MPF Ordinance.

As stipulated by the People’s Republic of China (the “PRC") state regulations, the subsidiaries of Mainland China
participate in a defined contribution retirement scheme. All employees are entitled to an annual pension equal to a
fixed proportion of the average basic salary amount of the geographical area of their last employment at their
retirement date. The Mainland China subsidiaries are required to make contributions to the local social security
bureau at 10% to 22% (2008: 10% to 22%) of the previous year’s average basic salary amount of the geographical
area where the employees are under employment with the Mainland China Subsidiaries.

The Group has no obligation for the payment of pension benefits beyond the annual contributions as set out above.
According to the relevant rules and regulations of the PRC, the Mainland China Subsidiaries and their employees are
each required to make contributions to an accommodation fund at 7% to 10% (2008: 7% to 10%) of the salaries
and wages of the employees which is administered by the Public Accumulation Funds Administration Centre. There
is no further obligation on the part of the Group except for such contributions to the accommodation fund.

As at 31 December 2009, the Group had no significant obligation apart from the contributions as stated above.

Income Tax Payable and Deferred Tax
(@)  The movements in income tax payable during the years are as follows:

2009 2008

RMB’000 RMB’000

At the beginning of the year 27,733 50,407
Provision for current tax for the year 151,898 72,501
Current tax paid (119,619) (95,175)
At the end of the year 60,012 27,733
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30. Income Tax Payable and Deferred Tax (continued)
(b) Deferred tax assets and liabilities recognised:

The components of deferred tax assets/(liabilities) recognised in the combined statements of financial position
and the movements during the years are as follows:

Deferred Tax Assets:
Losses available

for offset
against future

taxable profits Others Total

RMB’000 RMB’'000 RMB’000

At 1January 2009 3,084 48 3,132

Deferred tax arising from acquisition of subsidiaries

(Note 33) 2,432 — 2,432
Deferred tax recognised in the combined income

statement during the year (Note 8(a)) (1,308) 276 (1,032)

At 31 December 2009 4,208 324 4,532

At 1 January 2008 3,379 137 3,516
Deferred tax recognised in the combined income

statement during the year (Note 8(a)) (295) (89) (384)

At 31 December 2008 3,084 48 3,132
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30. Income Tax Payable and Deferred Tax (continued)

(b) Deferred tax assets and liabilities recognised (continued):

Deferred Tax Liabilities:

Fair value

adjustment

arising from
acquisition of Withholding

subsidiaries tax Total
RMB’000 RMB'000 RMB’000
At 1 January 2009 22,181 11,657 33,838
Deferred tax arising from acquisition of
subsidiaries (Note 33) 49,936 — 49,936
Deferred tax recognised in the combined
income statement during the year (Note 8(a)) (2,955) 23,726 20,771
At 31 December 2009 69,162 35,383 104,545
At 1 January 2008 20,507 — 20,507
Deferred tax arising from acquisition of subsidiaries 2,951 — 2,951
Deferred tax recognised in the combined
income statement during the year (Note 8(a)) (1,277) 11,657 10,380
At 31 December 2008 22,181 11,657 33,838
31. Issued Capital
2009 2008
Shares HKS$ HK$
Authorised:
1,000,000,000 shares of HK$0.10 each 100,000,000 100,000,000
Issued and fully paid
100 shares of HK$0.10 each 10 10
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32. Reserves

()

(ii)

(iii)

(iv)

Discretionary reserve fund

Pursuant to the articles of association of certain subsidiaries of the Group incorporated in the PRC, these
subsidiaries are required to transfer part of their profits after taxation to the discretionary reserve. The
amounts allocated to this reserve are determined by the respective boards of directors.

For the PRC subsidiaries, in accordance with the Company Law of the People’s Republic of China (revised), the
discretionary reserve fund can be used to offset previous years’ losses, if any, and may be converted into
capital in proportion to the equity shareholders’ existing equity holdings, provided that the balance after such
conversion is not less than 25% of the registered capital.

Statutory reserve

Pursuant to the relevant PRC rules and regulations, those PRC subsidiaries which are domestic enterprises in
the PRC as mentioned in Note 41 to the combined financial statements are required to transfer no less than
10% of their profits after taxation, as determined under PRC accounting regulations, to the statutory reserve
until the reserve balance reaches 50% of the registered capital. The transfer to this reserve must be made
before the distribution of a dividend to shareholders.

Merger reserve

The merger reserve of the Group represents the capital contributions from the equity holders of the Company.
The additions during the Year represent the injection of additional paid-up capital by the equity holders of the
subsidiaries to the respective companies, and the acquisition of non-controlling interests in the respective
companies by the equity holders of the subsidiaries, which were combined from the effective date of
acquisition. The deductions during the Year represent the excess of the consideration over the carrying
amount of the non-controlling interests acquired and the distribution of the paid-up capital of certain
companies to equity holders of the Company.

Exchange fluctuation reserve

The exchange fluctuation reserve comprises all foreign exchange differences arising from the translation of the
financial statements of companies outside Mainland China. The reserve is dealt with in accordance with the
accounting policy set out in Note 2.4.

33. Business Combination - Acquisition of Subsidiaries

(a)

As part of the Group’s plan to expand its motor vehicle sales and service business in Mainland China, the
Group acquired 100% equity interests in the following companies engaged in the motor vehicle sales and
service business in Mainland China from one third party vendor on 1 January 2009 at a total consideration of
RMB125,000,000. The purchase consideration for the acquisition was in the form of cash, with
RMB85,794,600 paid before 1 January 2009 and the remaining RMB39,205,400 paid during year 2009:

KBEWIEEEBR AR (Dalian Yuzeng Industrial Co., Ltd.)
RIBRELMTEHERSBER AR (Dalian Yude Toyota Automobile Sales & Services Co., Ltd.)
KERBLYMTEEEREAR AR (Dalian Yudi Toyota Automobile Sales & Services Co., Ltd.)
EOERAEEERISERAF (
(

BEMEEHAEHERBERLQA

Yingkou Huasheng Automobile Sales & Services Co., Ltd.)
Zhuji Yufeng Toyota Automobile Sales & Services Co., Ltd.)
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33. Business Combination — Acquisition of Subsidiaries (continued)

(@)  (continued)

The acquisition had the following effect on the Group’s assets and liabilities on the acquisition date:

Pre-acquisition

Recognised

carrying fair values on

amount acquisition

Notes RMB’000 RMB'000

Property, plant and equipment 12 26,532 29,685
Land use rights 13 9,035 15,466
Intangible assets 15 2,697 71,282
Inventories 68,497 68,497
Trade receivables 4,541 4,541
Prepayments, deposits and other receivables 139,413 139,413
Cash and cash equivalents 44,430 44,430
Trade and bills payables (60,243) (60,243)
Other payables and accruals (189,532) (189,532)
Deferred tax liabilities 30(b) — (19,543)
Pension (206) (206)
Bank loans and other borrowings (1,000) (1,000)
Income tax payable (22) (22)
Net identifiable assets and liabilities 44,142 102,768
Goodwill on acquisition 16 22,232
Total purchase consideration 125,000

An analysis of the net inflow of cash and cash equivalents in respect of the acquisition of the subsidiaries is as

follows:

Satisfied by cash (39,205)
Cash acquired 44,430
Net cash inflow 5,225

Since the acquisition, the subsidiaries contributed RMB725,532,000 to the Group’s revenue and
RMB 18,598,000 to the combined profits for year ended 31 December 2009.

Since the Group cannot obtain the pre-acquisition results of these companies from the vendor, it is

impracticable to disclose the pre-acquisition revenue and profits of these companies.
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33. Business Combination — Acquisition of Subsidiaries (continued)

(b)

As part of the Group’s plan to expand its motor vehicle sales and service business in Mainland China, the
Group acquired 100% equity interests in the following companies engaged in the motor vehicle sales and
service business in Mainland China from two third party vendors on 26 March 2009 at a total consideration of
RMB88,971,000. The purchase consideration for the acquisition was in the form of cash, with RMB8,000,000
paid before the acquisition date and the remaining RMB80,97 1,000 paid during year 2009.

BEFHAREEEREERAR (Yantai Zhongsheng Automobile Sales & Services Co., Ltd.)
ELhTHE MR ENEREAMRAT  (Yantai Zhongsheng Huidi Automobile Sales & Services Co., Ltd.)
EaPA LBRBEHEEREERATF  (Yantai Zhongsheng Shangtong Automobile Sales & Services Co., Ltd.)
EERFEXAEHERBERAR  (

BEORA LBAEHERBERAR (

Yantai Zhongsheng Huameig Automobile Sales & Services Co., Ltd.)
Longkou Zhongsheng Shangtong Automobile Sales & Services Co.,
Ltd.)

The acquisition had the following effect on the Group’s assets and liabilities on the acquisition date:

Pre-acquisition Recognised
carrying fair values on
amount acquisition

Notes RMB’000 RMB’000
Property, plant and equipment 12 55,724 60,338
Land use rights 13 10,846 36,644
Intangible assets 15 142 14,742
Deferred tax assets 30(b) 2,432 2,432
Inventories 46,086 46,086
Trade receivables 7,224 7,224
Prepayments, deposits and other receivables 44,324 44,324
Cash and cash equivalents 59,209 59,209
Trade and bills payables (99,307) (99,307)
Other payables and accruals (71,531) (71,531)
Deferred tax liabilities 30(b) — (11,253)
Pension (46) (46)
Bank loans and other borrowings (14,634) (14,634)
Income tax payable 1,171 1,171
Net identifiable assets and liabilities 41,640 75,399
Goodwill on acquisition 16 13,572
Total purchase consideration 88,971
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33. Business Combination — Acquisition of Subsidiaries (continued)

(b)

(continued)

An analysis of the net outflow of cash and cash equivalents in respect of the acquisition of the subsidiaries is as
follows:

Satisfied by cash (80,971)
Cash acquired 59,209
Net cash outflow (21,762)

Since the acquisition, the subsidiaries contributed RMB752,844,000 to the Group’s revenue and
RMB 17,394,000 to the combined profits for the year ended 31 December 2009.

Since the Group cannot obtain the pre-acquisition results of these companies from the vendors, it is
impracticable to disclose the pre-acquisition revenue and profits of these companies.

As part of the Group’s plan to expand its motor vehicle sales and service business in Mainland China, the
Group acquired 100% equity interests in the following companies engaged in the motor vehicle sales and
service business in Mainland China from two third party vendors on 28 April 2009 at a total consideration of
RMB40,172,000. The purchase consideration for the acquisition was in the form of cash, with RMB2,000,000
paid before the acquisition date and RMB34,172,000 paid during year 2009.

SERAERAEHEREER AT (Qingdaoi Zhongsheng Zhitong Automobile Sales & Services Co., Ltd.)

SERHERTEHEREAME AT (Qingdaoi Zhongsheng Botong Automobile Sales & Services Co., Ltd.)

EERAHERABEHERISER AT (Qingdaoi Zhongsheng Qingtong Automobile Sales & Services Co.,
Ltd.)
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33. Business Combination — Acquisition of Subsidiaries (continued)

() (continued)

The acquisition had the following effect on the Group’s assets and liabilities on the acquisition date:

Pre-acquisition

Recognised

carrying fair values on

amount acquisition

Notes RMB'000 RMB’000

Property, plant and equipment 12 18,438 23,217
Intangible assets 15 2 10,142
Inventories 31,980 31,980
Trade receivables 10,616 10,616
Prepayments, deposits and other receivables 40,248 40,248
Cash and cash equivalents 19,989 19,989
Trade and bills payables (9,835) (9,835)
Deferred tax liabilities 30(b) — (3,730)
Other payables and accruals (94,920) (94,920)
Pension 2 2
Income tax payable 2,315 2,315
Net identifiable assets and liabilities 18,835 30,024
Goodwill on acquisition 16 10,148
Total purchase consideration 40,172

An analysis of the net outflow of cash and cash equivalents in respect of the acquisition of the subsidiaries is as

follows:

Satisfied by cash (34,172)
Cash acquired 19,989
Net cash outflow (14,183)

Since the acquisition, the subsidiaries contributed RMB392,494,000 to the Group’s revenue and

RMB9,457,000 to the combined profits for the year ended 31 December 2009.

Since the Group cannot obtain the pre-acquisition results of these companies from the vendors, it is

impracticable to disclose the pre-acquisition revenue and profits of these companies.
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33. Business Combination — Acquisition of Subsidiaries (continued)

(d)

As part of the Group’s plan to expand its motor vehicle sales and service business in the Mainland, the Group
acquired 100% of the equity interests of % 1 F #1858 $§E fRT$ AR 2 8 (Liaoning Zhongsheng Jietong
Automobile Sales & Services Co., Ltd.), which is engaged in the motor vehicle sales and service business in
Mainland China, from two third parties on 30 September 2009 at the consideration of RMB10,000,000. The
purchase consideration for the acquisition was in the form of cash, with RMB5,000,000 paid at the acquisition
date.

The acquisition had the following effect on the Group’s assets and liabilities on the acquisition date:

Pre-acquisition Recognised
carrying fair values on
amount acquisition

Notes RMB'000 RMB'000
Property, plant and equipment 12 268 252
Intangible assets 15 3,700 3,840
Inventories 1,033 1,033
Cash and cash equivalents 5,001 5,001
Other payables and accruals (340) (340)
Deferred tax liabilities 30(b) — (31)
Net identifiable assets and liabilities 9,662 9,755
Goodwill on acquisition 16 245
Total purchase consideration 10,000

An analysis of the net inflow of cash and cash equivalents in respect of the acquisition of a subsidiary is as

follows:

Satisfied by cash (5,000)
Cash acquired 5,001
Net cash inflow 1

Since the acquisition, the subsidiary contributed RMB3,197,000 net loss to the combined profits for the year
ended 31 December 2009.

Since the Group cannot obtain the pre-acquisition results of this company from the vendors, it is impracticable
to disclose the pre-acquisition revenue and profits of the company.
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33. Business Combination — Acquisition of Subsidiaries (continued)

(e)

As part of the Group’s plan to expand its motor vehicle sales and service business in the Mainland, the Group
acquired 100% of the equity interests of Z WA FH /T E SHE RSB R 2 A (Jilin Chengbang Automobile Sales
& Services Co., Ltd.) and 100% of equity interests of KEMMIABEE BT (Changchun Chengbang
Trading Co., Ltd) engaged in the motor vehicle sales and service business in Mainland China, from three third
parties on 30 September 2009 at a total consideration of RMB 115,376,000. The purchase consideration for
the acquisition was in the form of cash, and fully paid during year 2009.

The acquisition had the following effect on the Group’s assets and liabilities on the acquisition date:

Pre-acquisition Recognised
carrying fair values on
amount acquisition

Notes RMB'000 RMB'000
Property, plant and equipment 12 22,307 23,216
Land use rights 13 14,011 14,263
Intangible assets 15 64 17,474
Inventories 41,797 41,797
Trade receivables 7,640 7,640
Prepayments, deposits and other receivables 99,581 99,581
Cash and cash equivalents 48,927 48,927
Trade and bills payables (80,392) (80,392)
Other payables and accruals (67,515) (67,515)
Tax payable (860) (860)
Bank loans and other borrowings (18,995) (18,995)
Deferred tax liabilities 30(b) — (4,643)
Net identifiable assets and liabilities 66,565 80,493
Goodwill on acquisition 16 34,883
Total purchase consideration 115,376

An analysis of the net outflow of cash and cash equivalents in respect of the acquisition of a subsidiary is as

follows:

Satisfied by cash (115,376)
Cash acquired 48,927
Net cash outflow (66,449)
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33. Business Combination — Acquisition of Subsidiaries (continued)

(e)

(continued)

Since the acquisition, the subsidiaries contributed RMB95,676,000 to the Group'’s revenue and RMB 1,317,000
to the combined profits for the year ended 31 December 2009.

Since the Group cannot obtain the pre-acquisition results of these companies from the vendors, it is
impracticable to disclose the pre-acquisition revenue and profits of these companies.

As part of the Group’s plan to expand its motor vehicle sales and service business in Mainland China, the
Group acquired 100% of equity interests of 48521 (& #5988 $5 & IR B PR A 7] (Shaoxing Huixin Automobile
Sales & Services Co., Ltd.) and 80% of equity interests of ZAELITAAE /FEHEBFR AR (Shaoxing Zhongxin
Automobile Sales & Services Co., Ltd.) engaged in the motor vehicle sales and service business in Mainland
China from two third parties on 30 September 2009 at a total consideration of RMB 72,360,000. The
purchase consideration for the acquisition was in the form of cash and was fully paid at the acquisition date.

The acquisition had the following effect on the Group’s assets and liabilities on the acquisition date:

Pre-acquisition Recognised
carrying fair values on
amount acquisition

Notes RMB’000 RMB'000
Property, plant and equipment 12 19,508 15,806
Land use rights 13 1,238 2,568
Intangible assets 15 9 21,359
Inventories 7,315 7,315
Trade receivables 333 333
Prepayments, deposits and other receivables 49,930 49,930
Cash and cash equivalents 19,947 19,947
Trade and bills payables (26,805) (26,805)
Other payables and accruals (19,776) (19,776)
Bank loans and other borrowings (19,000) (19,000)
Income tax payable (1,200) (1,200)
Pension (384) (384)
Deferred tax liabilities 30(b) — (4,744)
Net identifiable assets and liabilities 31,115 45,349
Non-controlling interests arising from a business combination (2,750)
Goodwill on acquisition 16 29,761
Total purchase consideration 72,360
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33. Business Combination — Acquisition of Subsidiaries (continued)

(f)

(continued)

An analysis of the net outflow of cash and cash equivalents in respect of the acquisition of the subsidiaries is as

follows:

Satisfied by cash (72,360)
Cash acquired 19,947
Net cash outflow (52,413)

Since the acquisition, the subsidiaries contributed RMB37,560,000 to the Group’s revenue and RMB2,209,000
to the combined profits for the year ended 31 December 2009.

Since the Group cannot obtain the pre-acquisition results of these companies from the vendors, it is
impracticable to disclose the pre-acquisition revenue and profits of these companies.

As part of the Group’s plan to expand its motor vehicle sales and service business in the Mainland, the Group
acquired 100% of the equity interests of BEREXEZH TEHERBBR AT (Harbin Tiansi Toyota
Automobile Sales & Services Co., Ltd.), which is engaged in the motor vehicle sales and service business in
Mainland China, from two third party vendors on 30 September 2009 at the consideration of
RMB34,871,000. The purchase consideration for the acquisition was in the form of cash and was fully paid
during year 2009.
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33. Business Combination — Acquisition of Subsidiaries (continued)
(g) (continued)

The acquisition had the following effect on the Group’s assets and liabilities on the acquisition date:

Pre-acquisition Recognised
carrying fair values on
amount acquisition

Notes RMB’000 RMB’000
Property, plant and equipment 12 8,989 9,016
Intangible assets 15 — 23,940
Inventories 5,032 5,032
Trade receivables 8,514 8,514
Prepayments, deposits and other receivables 6,540 6,540
Cash and cash equivalents 17,994 17,994
Trade and bills payables (23,474) (23,474)
Other payables and accruals (19,643) (19,643)
Pension (141) (141)
Deferred tax liabilities 30(b) — (5,992)
Net identifiable assets and liabilities 3,811 21,786
Goodwill on acquisition 16 13,085
Total purchase consideration 34,871

An analysis of the net outflow of cash and cash equivalents in respect of the acquisition of a subsidiary is as

follows:

Satisfied by cash (34,871)
Cash acquired 17,994
Net cash outflow (16,877)

Since the acquisition, the subsidiary contributed RMB37,033,000 to the Group’s revenue and RMB908,000 to
the combined profits for the year ended 31 December 2009.

Since the Group cannot obtain the pre-acquisition results of this company from the vendors, it is impracticable
to disclose the pre-acquisition revenue and profits of the company.
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34. Disposal of a Subsidiary

The Group disposed of its entire equity interests in E2RFF AL MABARFE B2 E (Kunming Zhongsheng Toyota
Automobile Services Co., Ltd.) on 6 April 2009. This company has not ever been engaged in the automotive
distribution business.

RMB’000

Net assets disposed of:
Cash and cash equivalents 2,218
2,218
Gain on disposal of the subsidiary —
2,218

An analysis of the net outflow of cash and cash equivalents in respect of the disposal of the subsidiary is as follows:

RMB'000
Cash received 2,218
Cash and cash equivalents disposed of (2,218)

Net flow of cash and cash equivalents in respect of the disposal of the subsidiary —
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N
35. Financial Instruments S
The carrying amounts of each of the categories of financial instruments as at the end of the reporting period were %
as follows: ‘i
g
2009 S
Financial assets %
(@)
Available- Held-to- %
for-sale maturity Loans and F;i
investment investments receivables Total >
RMB’000 RMB’000 RMB’000 RMB’000 g
§
Held-to-maturity investments — 5,283 — 5,283 g
Available-for-sale investments 100 — — 100 3
Trade receivables — — 86,764 86,764
Financial assets included in prepayments,
deposits and other receivables — — 127,576 127,576
Amounts due from related parties — — 556 556
Term deposits and pledged bank deposits — — 382,929 382,929
Cash in transit — — 44,542 44,542
Cash and cash equivalents — — 1,030,960 1,030,960
100 5,283 1,673,327 1,678,710
Financial liabilities
Financial
liabilities at
amortised cost
RMB’000
Trade and bills payables 1,093,013
Financial liabilities included in other payables and accruals 115,536
Amounts due to related parties 24,236
Bank loans and other borrowings 1,797,149
3,029,934
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35.

36.

Financial Instruments (continued)

2008
Financial assets

Held-to-
maturity Loans and

investments receivables Total
RMB’000 RMB’000 RMB’000
Held-to-maturity investments 5,291 — 5,291
Trade receivables — 61,443 61,443

Financial assets included in prepayments, deposits and
other receivables — 137,998 137,998
Amounts due from related parties — 459 459
Term deposits and pledged bank deposits — 210,720 210,720
Cash in transit — 29,690 29,690
Cash and cash equivalents — 964,245 964,245
5,291 1,404,555 1,409,846

Financial liabilities

Financial
liabilities at

amortised cost

RMB’000

Trade and bills payables 835,699
Financial liabilities included in other payables and accruals 71,698
Amounts due to related parties 156,774
Bank loans and other borrowings 1,157,543
2,221,714

Contingent Liabilities

As at 31 December 2009, neither the Group nor the Company had any significant contingent liabilities.
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37. Commitments

(a) Capital commitments
The Group has the following capital commitments at the end of the reporting period:

2009 2008

RMB’000 RMB'000

Contracted, but not provided for land use rights and buildings 97,866 37,071
Authorised, but not contracted for land use rights and buildings 6,755 18,159
104,621 55,230
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(b) Operating lease commitments
At the end of the reporting period, the Group had total future minimum lease payments under non-
cancellable operating leases falling due as follows:

2009 2008
Properties Land Properties Land
RMB’'000 RMB’000 RMB’000 RMB’000
Within one year 4,713 5,794 3,729 5,802
After 1year but within 5 years 17,833 28,708 14,646 24,238
After 5 years 13,878 82,674 16,480 90,751
36,424 117,176 34,855 120,791

The Group is the lessee in respect of a number of properties and land held under operating leases. The leases
typically run for an initial period of two to twenty years, with an option to renew the leases when all the terms
are renegotiated.

38. Pledge of Assets
Details of the Group’s bank loans and other borrowings, which are secured by the assets of the Group, are included
in Note 12, Note 13 and Note 20, to the combined financial statements.
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39. Related Party Transactions and Balances
Group

Mr. Li Guogiang and Mr. Huang Yi are collectively the Controlling Shareholder of the Group. They are also

considered to be related parties of the Group.
The following key management personnel of the Group is considered to be a related party of the Group:
&1Y£RA (Yu Guangming)

(a) Transactions with related parties
The following transactions were carried out with related parties during the years:

2009 2008
RMB’'000 RMB'000
(i)  Sales of goods to jointly-controlled entities:

— Xiamen Zhongsheng 12,530 54,321
— Zhongsheng Tacti 956 —
13,486 54,321

(i) Purchases of goods or services from jointly-controlled entities:
— Xiamen Zhongsheng 13,378 40,663
— Zhongsheng Tacti 38,318 —
51,696 40,663

The terms of sales and purchases were mutually agreed between the parties with reference to the ordinary

course of business.

(i) The Group’s bank loans which amounted to RMB332,500,000 (2008: RMB343,000,000) were partially

guaranteed by the Controlling Shareholder at 31 December 2009.
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39. Related Party Transactions and Balances (continued)

(b) Balances with related parties
The Group had the following significant balances with its related parties during the years:

(i)

Due from related parties:

2009 2008
RMB’'000 RMB’000
Trade related
Jointly-controlled entities
— Xiamen Zhongsheng — 459
— Zhongsheng Tacti 556 —
556 459

Balances with related parties were unsecured and non-interest-bearing and had no fixed repayment
terms.

The maximum balances outstanding for amounts due from related parties during the year were as
follows:

2009 2008
RMB’'000 RMB’000

Jointly-controlled entities
— Xiamen Zhongsheng — 459
— Zhongsheng Tacti 556 —
556 459
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(o))
3 39. Related Party Transactions and Balances (continued)
5
< (b) Balances with related parties (continued)
§ (i)  Due to related parties:
5
|
E 2009 2008
E RMB’000 RMB’000
)
£
o
2 Non-trade related
S
o
g The Controlling Shareholder
E — Mr. Li Guogiang and Mr. Huang Yi 1,308 155,827
g Key management personnel:
N — Wang Hongbo — 947
Trade related
A jointly-controlled entity
— Zhongsheng Tacti 22,928 —
24,236 156,774
(i)  Compensation of key management personnel of the Group:
2009 2008
RMB’000 RMB'000
Short term employee benefits 6,936 5,204
Post-employee benefits 255 149
Total compensation paid to key management personnel 7,191 5,353

Further details of directors’ emoluments are included in Note 9 to the financial statements.

The above related party transactions do not constitute connected transactions or continuing connected
transactions as defined in Chapter 14A of the Listing Rules.

Company
Balances with subsidiaries were unsecured and non-interesting bearing and had no fixed repayment terms.
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40. Financial Risk Management Objectives and Policies
The Group’s principal financial instruments comprise bank loans, other interest-bearing loans, and cash and short
term deposits. The main purpose of these financial instruments is to raise finance for the Group’s operations. The
Group has various other financial assets and liabilities such as trade receivables, trade payables, advances from third
parties and advances to non-controlling shareholders, which arise directly from its operations.

The main risks arising from the Group’s financial instruments are interest rate risk, credit risk and liquidity risk. The
board of directors reviews and agrees policies for managing each of these risks and they are summarised below.

Interest rate risk
The Group has no significant interest-bearing assets other than held-to-maturity investments (Note 19), term
deposits and pledged bank deposits (Note 23), and cash and cash equivalents (Note 25).

6002 1oday [enuuy — paiiwir sbuipjoH dnolo buaysbuoyz

The Group’s interest rate risk arises from its borrowings, details of which are set out in Note 26. Borrowings at
variable rates expose the Group to cash flow interest rate risk. Borrowings at fixed rates expose the Group to fair
value interest rate risk.

The Group has not used any interest rate swaps to hedge its exposure to interest rate risk.

Credit risk

The Group has no significant concentrations of credit risk. The carrying amounts of bank deposits, cash and cash
equivalents, trade and other receivables included in the combined financial statements represent the Group'’s
maximum exposure to credit risk in relation to its financial assets.

As at 31 December 2009, all bank deposits and cash and cash equivalents were deposited in high quality financial
institutions without significant credit risk.

Liquidity risk

The Group monitors its risk to a shortage of funds using a recurring liquidity planning tool. This tool considers the
maturity of both its financial instruments and financial assets (e.g., trade receivables) and projected cash flows from
operations.
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40. Financial Risk Management Objectives and Policies (continued)

Liquidity risk (continued)
The maturity profile of the Group’s financial liabilities as at the end of the reporting period, based on the contractual
undiscounted payments, was as follows:

Year 2009
On Less than 3to12 1to5 Over
demand 3months months years 5 years Total

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Zhongsheng Group Holdings Limited — Annual Report 2009

Bank loans and other borrowings — 807,506 1,016,238 — — 1,823,744
Trade and bills payables — 1,077,073 15,940 395 — 1,093,013
Other payables — 73,416 42,120 14,032 — 115,536
Amounts due to related parties 24,236 — — — — 24,236
24,236 1,957,995 1,074,298 14,427 — 3,056,529
Year 2008
On  Less than 3to 12 1to5 Over
demand 3months months years 5 years Total

RMB’000  RMB’000  RMB’000  RMB’000  RMB'000  RMB'000

Bank loans and other borrowings — 578,793 617,450 — — 1,196,243
Trade and bills payables — 834,351 294 1,179 — 835,824
Other payables — 38,364 28,161 5,173 — 71,698
Amounts due to related parties 156,774 — — — — 156,774

156,774 1,451,508 645,905 6,352 — 2,260,539
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40. Financial Risk Management Objectives and Policies (continued)

Capital management
The primary objective of the Group’s capital management is to safeguard the Group’s ability to continue as a going
concern and to maintain healthy capital ratios in order to support its business and maximise shareholders value.

The Group manages its capital structure and makes adjustments to it, in light of changes in economic conditions
and the risk characteristics of the underlying assets. To maintain or adjust the capital structure, the Group may
adjust the dividend payment to shareholders, return capital to shareholders or issue new shares. The Group is not
subject to any externally imposed capital requirements. No changes were made in the objectives, policies or
processes for managing capital during the year ended 31 December 2009.

The Group monitors capital using a gearing ratio, which is net debt divided by the equity attributable to equity
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holders of the parent plus net debt. Net debt includes bank loans and other borrowings, amounts due to related
parties, trade, bills and other payables, accruals, less cash and cash equivalents. The gearing ratios as at the
reporting dates were as follows:

2009 2008

RMB’000 RMB'000

Bank loans and other borrowings 1,797,149 1,157,543
Trade and bills payables 1,093,013 835,699
Other payables and accruals 277,702 273,201
Amounts due to related parties 24,236 156,774
Less: Cash and cash equivalents (1,030,960) (964,245)
Net debt 2,161,140 1,458,972
Equity attributable to equity holders of the parent 2,110,915 1,633,098
Gearing ratio 50.6% 47.2%
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41.

Details of Subsidiaries Now Comprising the Group
As at the date of this report, the Company had direct or indirect interests in the following subsidiaries:

Proportion of
ownership interest

Place and date of Held by the  Held by a
incorporation/ Authorised/registered/ Company  subsidiary
Company name operations paid-in/issued capital % % Principal activities
FRREEEERAR Dalian, the PRC Registered and paid-in — 100%  Investment holding
(Zhongsheng (Dalian) Group 1998 capital of RMB400,000,000
Co., Ltd.)
REPAER A EHERBERAR Dalian, the PRC Registered and paid-in — 100% Sale and service of

(Dalian Zhongsheng Toyota
Automobile Sales & Services
Co., ltd.)

AERFEHEHEFRAA
(Dalian Zhongsheng Toyota
Automobile Sales Co., Ltd.)

KEPAERAERRBBRAR
(Dalian Zhongsheng Group
Automobile Accessories Co., Ltd.,
formerly known as AE{RHE LM
FEHERRAR)

RERFREEHEREERAR
(Dalian Zhongsheng Nissan
Automobile Sales & Services
Co., Ltd.)

AERFRFBIEHEFRAR
(Dalian Zhongsheng Aotong
Automobile Sales Co., Ltd.)

KERARKEHERBBRAT
(Dalian Zhongsheng Dongfeng
Honda Automobile Sales & Services
Co., Ltd.)

KEhAEG S EHEREERAR
(Dalian Zhongsheng Huidi
Automobile Sales & Services
Co., Ltd.)

ERRAEHERBERAR
(Kunming Zhongsheng Automobile
Sales & Services Co., Ltd.)

BRRAEMAEHEREERAR
(Kunming Zhongsheng Toyota
Automobile Sales & Services
Co., Ltd.)

BNRAEREREERAR
(Fuzhou Zhongsheng Toyota
Automobile Services Co., Ltd.)

1995

Dalian, the PRC
2002

Dalian, the PRC

1997

Dalian, the PRC
1998

Dalian, the PRC
2003

Dalian, the PRC
1998

Dalian, the PRC
1999

Kunming, the PRC
2005

Kunming, the PRC
2002

Fuzhou, the PRC
2002

capital of US$2,405,000

Registered and paid-in —
capital of RMB20,000,000

Registered and paid-in —

capital of US$3,000,000

Registered and paid-in —
capital of US$3,350,000

Registered and paid-in —
capital of RMB30,000,000

Registered and paid-in —
capital of US$2,230,000

Registered and paid-in —
capital of RMB16,550,000

Registered and paid-in —
capital of RMB12,000,000

Registered and paid-in —
capital of RMB5,000,000

Registered and paid-in —
capital of US$1,260,000

F-70

100%

100%

100%

100%

100%

100%

100%

100%

100%

motor vehicles

Sale of motor vehicles

Sale of spare parts
and accessories

Sale and service of
motor vehicles

Sale of motor vehicles

Sale and service of
motor vehicles

Sale and service of
motor vehicles

Sale and service of
motor vehicles

Sale and service of
motor vehicles

Service of motor
vehicles



Notes to Financial Statements (Continued)

41. Details of Subsidiaries Now Comprising the Group (continued)

Company name

Place and date of
incorporation/
operations

Authorised/registered/
paid-in/issued capital

Proportion of
ownership interest

Held by the  Held by a
Company  subsidiary
% %

Principal activities

BMRAEREHEFRAR
(Fuzhou Zhongsheng Toyota
Automobile Sales Co., Ltd.)

BEPAAEREARAR
(Fujian Zhongsheng Automobile
Service Co., Ltd.)

LEhAEmAEEEREERAR
(Shanghai Zhongsheng Toyota
Automobile Sales & Services Co., Ltd.)

HEBREAEHERRAF
(Shanghai Guoxin Automobile Sales
Co., Ltd)

MRPAERERBEERAF
(Nanjing Zhongsheng Toyota
Automobile Services Co., Ltd.)

AENDEPAERAERERS
AMBAF] (Dalian Yingbin Zhongsheng
Toyota Automobile Sales & Services
Co., Ltd.)

REDTT 2 REHERBERRF
(Dalian Zhongsheng Star Automobile
Sales & Services Co., Ltd., formerly
known as KEMERAEHTEEE
BRAR)

BMRAER I EHEREBR AR
(Guangzhou Zhongsheng Toyota
Automobile Sales & Services Co., Ltd.)

AR AER T EHEREBR DA
(Shenzhen Zhongsheng Toyota
Automobile Sales & Services Co., Ltd.)

BINRAES AEHEREERAR
(Guangzhou Zhongsheng Lexus
Automobile Sales & Services Co., Ltd.)

REPH RS EHERBBRAR
(Dalian Zhongsheng Lexus
Automobile Sales & Services Co., Ltd.)

Fuzhou, the PRC
2003

Fujian, the PRC
2001

Shanghai, the PRC
2003

Shanghai, the PRC
2001

Nanjing, the PRC
2003

Dalian, the PRC
2004

Dalian, the PRC
2005

Guangzhou, the PRC

2004

Shenzhen, the PRC
2004

Guangzhou, the PRC
2002

Dalian, the PRC
2004

Registered and paid-in
capital of RMB20,000,000

Registered and paid-in
capital of RMB10,000,000

Registered and paid-in
capital of RMB15,000,000

Registered and paid-in
capital of RMB12,000,000

Registered and paid-in
capital of HK$13,860,000

Registered and paid-in
capital of US$1,200,000

Registered and paid-in
capital of RMB40,000,000

Registered and paid-in

capital of US$1,800,000

Registered and paid-in
capital of US$2,250,000

Registered and paid-in
capital of US$4,000,000

Registered and paid-in
capital of US$11,000,000

F-71

— 100%

— 100%

— 100%

— 100%

— 60%

— 100%

— 100%

— 100%

— 60%

— 100%

— 100%

Sale of motor vehicles

Service of motor
motor vehicles

Sale and service of
motor vehicles

Sale of motor vehicles

Service of motor
vehicles

Sale and service of
motor vehicles

Sale and service of
motor vehicles

Sale and service of

motor vehicles

Sale and service of
motor vehicles

Sale and service of
motor vehicles

Sale and service of
motor vehicles
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41.

Details of Subsidiaries Now Comprising the Group (continued)

Company name

Place and date of
incorporation/
operations

Authorised/registered/
paid-in/issued capital

Proportion of
ownership interest

Held by the  Held by a
Company  subsidiary
% %

Principal activities

REPRAEHERBER AT
(Dalian Zhongsheng
Automobile Sales & Services Co., Ltd.)

WA BN EH A E HEREBRAR
(Chengdu Zhongdaocheng Toyota
Automobile Sales & Services Co., Ltd.)

FMNEEREHEERBERAT
(Quanzhou Longxing
Automobile Sales & Services Co., Ltd.)

FERARKEHERBBR LA
(Yuxi Zhongsheng Dongfeng Honda
Automobile Sales & Services Co., Ltd.)

KER AR EHEREERAR
(Dalian Zhongsheng Botong
Automobile Sales & Services Co., Ltd.)

AERBRASEHERBBRAR
(Dalian Aotong Dongfeng Honda
Automobile Sales & Services Co., Ltd.)

ERRAERENTEHE RSB
AR 27 (Yunnan Zhongsheng
Lexus Automobile Sales & Services
Co., Ltd.)

BINPAERE T EHERS
AR AF] (Fuzhou Zhongsheng Lexus
Automobile Sales & Services Co., Ltd.)

HER AL HTEEEREERAR
(Qujing Zhongsheng Toyota
Automobile Sales & Services Co., Ltd.)

BRPIHIE S H A EHERS
AR F] (Nanjing Zhongsheng
Yingbin Toyota Automobile Sales &
Services Co., Ltd.)

Zhongsheng Holdings Co., Ltd.

Dalian, the PRC
2006

Chengdu, the PRC
2003

Quanzhou, the PRC
2006

Yuxi, the PRC
2006

Dalian, the PRC
2007

Dalian, the PRC
2006

Yunnan, the PRC
2006

Fuzhou, the PRC
2006

Qujing, the PRC
2007

Nanjing, the PRC
2004

HK 1996

Registered and paid-in
capital of RMB12,000,000

Registered and paid-in
capital of RMB10,000,000

Registered and paid-in
capital of RMB12,000,000

Registered and paid-in
capital of RMB10,000,000

Registered and paid-in
capital of RMB25,000,000

Registered and paid-in
capital of RMB10,000,000

Registered and paid-in
capital of RMB20,000,000

Registered and paid-in
capital of RMB25,000,000

Registered and paid-in
capital of RMB12,000,000

Registered and paid-in
capital of RMB10,000,000

Registered and paid-in
capital of HK$32,000,000

F-72

— 100%

— 90%

— 100%

— 70%

— 100%

— 100%

— 100%

— 100%

— 100%

— 100%

— 100%

Sale and service of
motor vehicles

Sale and service of
motor vehicles

Sale and service of
motor vehicles

Sale and service of
motor vehicles

Sale and service of
motor vehicles

Sale and service of
motor vehicles

Sale and service of
motor vehicles

Sale and service of
motor vehicles

Sale and service of
motor vehicles

Sale and service of
motor vehicles

Investment holding



Notes to Financial Statements (Continued)

41. Details of Subsidiaries Now Comprising the Group (continued)

Proportion of
ownership interest

Place and date of Held bythe  Held by a
incorporation/ Authorised/registered/ Company  subsidiary
Company name operations paid-in/issued capital % % Principal activities
HOKURYO (Hong Kong) Co., Ltd. HK 1997 Registered and paid-in — 100% Investment holding
capital of HK$10,000
HOKURYO Holdings Co., Ltd. HK 1993 Registered and paid-in — 100% Investment holding
capital of HK$2,000,000
HOKURYO International Ltd. BVI 2007 Registered and paid-in — 100% Investment holding
capital of US$1
Zhongsheng International Limited BVI 2003 Registered and paid-in — 100% Investment holding

RENBRTEEERAA)
(Dalian Xinshengrong New Industrial
Co., Ltd)

NENREERSEHEERBBRAR
(Dalian Xinshengrong Toyota
Automobile Sales & Services Co., Ltd.)

AEMBLTEHERBER LA
(Dalian Xinshengrong
Automobile Sales & Services Co., Ltd.)

RERFARETEHEREBR L
(REAEMEREHBRAR)
(Dalian Xinshengrong
Trading Co., Ltd.)

EETERAREERBARAR
(Yunnan Zhongsheng Guangfu
Automobile Sales & Services Co., Ltd.)

R A E R E AR HE RS
BMBAF (Dongguan Zhongsheng
Lexus Automobile Sales & Services
Co., Ltd.)

BARAEMAEHEREERAR
(Yantai Zhongsheng Toyota
Automobile Sales & Services Co., Ltd.)

RYRFADE LR TEEE RS
AR A7) (Shenzhen Zhongsheng
Yingbin Toyota Automobile Sales &
Services Co., Ltd.)

WAL AEREREERAR
(Chengdu Zhongsheng Toyota
Automobile Sales & Services Co., Ltd.)

Dalian, the PRC
2007

Dalian, the PRC
2003

Dalian, the PRC
2004

Dalian, the PRC
2002

Yunnan, the PRC
2006

Dongguan, the PRC
2008

Yantai, the PRC
2004

Shenzhen, the PRC
2008

Chengdu, the PRC
2008

capital of US$2
Registered and paid-in

capital of RMB200,000,000

Registered and paid-in
capital of RMB20,000,000

Registered and paid-in
capital of RMB30,000,000

Registered and paid-in
capital of RMB11,000,000

Registered and paid-in
capital of RMB10,000,000

Registered and paid-in
capital of US$5,000,000

Registered and paid-in
capital of RMB10,000,000

Registered and paid-in
capital of US$5,000,000

Registered and paid-in
capital of RMB10,000,000

F-73

100%

100%

100%

100%

100%

100%

100%

100%

100%

Investment holding

Sale and service of
motor vehicles

Sale and service of
motor vehicles

Sale and service of
motor vehicles

Sale and service of
motor vehicles

Sale and service of
motor vehicles

Sale and service of
motor vehicles

Sale and service of
motor vehicles

Sale and service of
motor vehicles
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41.

Details of Subsidiaries Now Comprising the Group (continued)

Proportion of
ownership interest

Place and date of Held bythe  Held by a
incorporation/ Authorised/registered/ Company  subsidiary

Company name operations paid-in/issued capital % % Principal activities

BRIGHT FRIENDS International Limited BVI 2007 Registered and paid-in — 100% Investment holding

capital of US$1

SUPER CHARM Limited HK 2007 Registered and paid-in - 100%  Investment holding

capital of HK$1

WELL SNAPE Holdings Limited BVI2007 Registered and paid-in — 100% Investment holding

capital of US$1

BILLION GREAT Corporation Limited HK 2007 Registered and paid-in - 100%  Investment holding

capital of HK$1

REBEEZERAT Dalian, the PRC Registered and paid-in — 100% Investment holding
(Dalian Yuzeng Industrial Co., Ltd.) 2008 capital of RMB30,000,000

RERELRAEHEREERAA Dalian, the PRC Registered and paid-in — 100% Sale and service of
(Dalian Yude Toyota Automobile Sales 2003 capital of RMB20,000,000 motor vehicles
& Services Co., Ltd.)

AERLER B HERBBRAR Zhuji, the PRC Registered and paid-in - 100% Sale and service of
(Zhuji Yufeng Toyota Automobile 2006 capital of RMB10,000,000 motor vehicles
Sales & Services Co., Ltd.)

ENERTEHERBERAF Yingkou, the PRC  Registered and paid-in — 100% Sale and service of
(Yingkou Huasheng 2004 capital of RMB15,000,000 motor vehicles
Automobile Sales & Services Co., Ltd.)

KB HEERBBRAR Dalian, the PRC Registered and paid-in — 100% Sale and service of
(Dalian Yudi Automobile Sales & 2007 capital of RMB15,000,000 motor vehicles
Services Co., Ltd.)

RERFESTERBER AR Dalian, the PRC Registered and paid-in - 100% Service of
(Dalian Zhongsheng Huichi 2009 capital of RMB15,000,000 motor vehicles
Automobile Services Co., Ltd.)

FAHAEETRBEER AR Dalian, the PRC Registered and paid in — 100% Service of
(Zhongsheng Automobile (Zhuanghe) 2009 capital of RMB3,000,000 motor vehicles
Services Co., Ltd.)

SERHERAEHERBERAA Qingdao, the PRC Registered and paid-in — 100% Sale and service of
(Qingdao Zhongsheng Botong 2005 capital of RMB11,000,000 motor vehicles
Automobile Sales & Services Co., Ltd.)

BETHEREHERBERAA Qingdao, the PRC  Registered and paid-in - 100% Sale and service of

(Qingdao Zhongsheng Qingtong
Automobile Sales & Services Co., Ltd.)

2001

capital of RMB10,000,000

F-74
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Notes to Financial Statements (Continued)

Details of Subsidiaries Now Comprising the Group (continued)

Company name

Place and date of
incorporation/
operations

Authorised/registered/
paid-in/issued capital

Proportion of
ownership interest

Held by the
Company
%

Held by a
subsidiary
%

Principal activities

EERARBIEHERBERLF
(Qingdao Zhongsheng Zhitong
Automobile Sales & Services Co., Ltd.)

BahREX AEHERBERAT
(Yantai Zhongsheng Huamei
Automobile Sales & Services Co., Ltd.)

BORA BB HEREER LR
(Longkou Zhongsheng Shangtong
Automobile Sales & Services Co., Ltd.)

BamT EEBEHEREER AR
(Yantai Zhongsheng Shangtong
Automobile Sales & Services Co., Ltd.)

BaRAESTEHEREERAR
(Yantai Zhongsheng Huidi
Automobile Sales & Services Co., Ltd.)

OLYMPIA WELL Limited

CHARMING ELEMENTS Holdings Limited

NOBLE VILLA Investments Limited

BARAAEHEREERAR
(Yantai Zhongsheng
Automobile Sales & Services Co., Ltd.)

RERRAENSEHEREERAR
(Kunming Zhongsheng Huichi
Automobile Sales & Services Co., Ltd.)

B B R EHEREERAR
(Foshan Zhongsheng Star
Automobile Sales & Services Co., Ltd.)

MRFA B AEHERBERAF
(Nanjing Zhongsheng Star
Automobile Sales & Services Co., Ltd.)

EFRAES S EHEREERAR
(Xiamen Zhongsheng Huichi
Automobile Sales & Services Co., Ltd.)

Qingdao, the PRC
2005

Yantai, the PRC
2004

Longkou, the PRC
2005

Yantai, the PRC
2003

Yantai, the PRC
2002

HK 2007

BVI 2007

BVI 2008

Yantai, the PRC
2002

Kunming, the PRC
2009

Foshan, the PRC
2009

Nanjing, the PRC
2009

Xiamen, the PRC
2009

Registered and paid-in
capital of RMB11,000,000

Registered and paid-in
capital of RMB4,000,000

Registered and paid-in
capital of RMB5,000,000

Registered and paid-in
capital of RMB12,000,000

Registered and paid-in
capital of RMB60,000,000

Registered and paid-in
capital of HK$1

Registered and paid-in
capital of US$100

Registered and paid-in
capital of US$1

Registered and paid-in
capital of RMB6,500,000

Registered and paid-in
capital of RMB25,000,000

Registered and paid-in
capital of RMB40,000,000

Registered and paid-in
capital of RMB40,000,000

Registered and paid-in
capital of RMB25,000,000

F-75

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

Sale and service of
motor vehicles

Sale and service of
motor vehicles

Sale and service of
motor vehicles

Sale and service of
motor vehicles

Sale and service of
motor vehicles

Investment holding

Investment holding

Investment holding

Sale and service of
motor vehicles

Sale and service of
motor vehicles

Sale and service of
motor vehicles

Sale and service of
motor vehicles

Sale and service of
motor vehicles
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41.

Details of Subsidiaries Now Comprising the Group (continued)

Proportion of
ownership interest

Place and date of Held bythe  Held by a
incorporation/ Authorised/registered/ Company  subsidiary
Company name operations paid-in/issued capital % % Principal activities
REFRAEEERBERAT Dali, the PRC Registered and paid-in — 100% Sale and service of
(Dali Zhongsheng 2009 capital of RMB15,000,000 motor vehicles

Automobile Sales & Services Co., Ltd.)

FAERREHERBERAF
(Changshu Huaxing
Automobile Sales & Services Co., Ltd.)

BSOE P IEBRABRAR
(Shenyang Yingbin Zhongsheng
Commercial Consulting Co., Ltd.)

BEEREBEAERAT
(Shenyang Huichi
Commercial Consulting Co., Ltd.)

R REBAAERAR
(Shenyang Zhongsheng Juntong
Commercial Consulting Co., Ltd.)

EORAABHERBERAF
(Yingkou Zhongsheng
Automobile Sales & Services Co., Ltd.)

BERHERIEHEREER AR
(Liaoning Zhongsheng Jietong
Automobile Sales & Services Co., Ltd.)

EMTRRAEHEREBR AR
(Jilin Chengbang
Automobile Sales & Services Co., Ltd.)

EEMKABEBRAT
(Changchun Chengbang Trading
Co., Ltd.)

AEMER S EEERBER AT
(Shaoxing Huixin
Automobile Sales & Services Co., Ltd.)

RETREAEHEERAR
(Shaoxing Zhongxin
Automobile Sales Co., Ltd.)

EHBEAEEERBERAR
(Wuxi Guoxin Automobile Sales &
Services Co., Ltd.)

Changshu, the PRC
2008

Shenyang, the PRC
2009

Shenyang, the PRC
2009

Shenyang, the PRC
2009

Yingkou, the PRC
2009

Liaoning, the PRC
2007

Jilin, the PRC
2009

Changchun, the PRC
2005

Shaoxing, the PRC
2001

Shaoxing, the PRC
2008

Wuxi, the PRC
2009

Registered and paid-in
capital of RMB10,000,000

Registered and paid-in
capital of USD6,000,000/
usD1,800,000

Registered and paid-in
capital of USD4,000,000/
UsD1,200,000

Registered and paid-in
capital of USD5,000,000

Registered and paid-in
capital of RMB12,000,000

Registered and paid-in
capital of RMB10,000,000

Registered and paid-in
capital of RMB12,000,000

Registered and paid-in
capital of RMB12,000,000

Registered and paid-in
capital of RMB16,400,000

Registered and paid-in
capital of RMB10,000,000

Registered and paid-in
capital of RMB40,000,000

F-76

— 100%

— 100%

— 100%

— 100%

— 100%

— 100%

— 100%

— 100%

— 100%

— 100%

— 100%

Sale and service of
motor vehicles

Commercial consulting

Commercial consulting

Commercial consulting

Sale and service of
motor vehicles

Sale and service of
motor vehicles

Sale and service of
motor vehicles

Sale and service of
motor vehicles

Sale and service of
motor vehicles

Sale of motor vehicles

Sale and service of
motor vehicles



Notes to Financial Statements (Continued)

41.

42.

43.

Details of Subsidiaries Now Comprising the Group (continued)

Proportion of
ownership interest

Place and date of Held bythe  Held by a
incorporation/ Authorised/registered/ Company  subsidiary
Company name operations paid-in/issued capital % % Principal activities

RRERELHBHERBERAA Harbin, the PRC Registered and paid-in — 100% Sale and service of
(Harbin Tiansi Toyota Automobile Sales 2004 capital of RMB10,000,000 motor vehicles
& Services Co., Ltd.)

Events After the Reporting Period

On 4 January 2010, pursuant to a sole shareholders’ resolution to sub-divide the Company’s share capital, the
Company’s authorised share capital became HK$100,000,000 divided into 1,000,000,000,000 shares of par value
HK$0.0001 each, and 100,000 shares of the Company were held by the then shareholder of the Company.

On 22 February 2010, the Company issued an aggregate of 1,559,892,795 shares of the Company to the then
shareholder of the subsidiaries now comprising the Group in exchange for the entire equity interests of the
subsidiaries now comprising the Group, in preparation for the listing of the Company’s shares on the Stock
Exchange. The Company became the holding company of the subsidiaries now comprising the Group.

On 26 March 2010, the Company completed its placing and public offering of shares by issuing 305,564,500 shares
of HK$0.0001 each (including 19,404,500 shares issued to an existing shareholder). The Company’s shares were
then listed on the Stock Exchange. On 31 March 2010, an over-allotment option was exercised and an additional
42,924,000 shares of HK$0.0001 each were issued.

Approval of the Financial Statements
The financial statements were approved and authorised for issue by the board of directors on 20 April 2010.

F-77
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Independent Auditors’ Report

] E &Y RAEHENEIFAT
Ell ERNST & YOUNG

Two International Finance Centre P& ah b 02HR1858

#‘ 7 i 8 Finance Street, Central
7 Hong Kong E T +852 2846 9888

{HE: +852 2868 4432
Tel: +852 2846 9888
Fax: +852 2868 4432
www.ey.com

To the shareholders of Zhongsheng Group Holdings Limited

(Incorporated in the Cayman Islands as an exempted company with limited liability)

We have audited the consolidated financial statements of Zhongsheng Group Holdings Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 43 to 135, which comprise the consolidated and company statements of financial
position as at 31 December 2010, and the consolidated income statement, the consolidated statement of comprehensive income, the
consolidated statement of changes in equity and the consolidated statement of cash flows for the year then ended, and a summary of

significant accounting policies and other explanatory information.

Directors’ responsibility for the consolidated financial statements

The directors of the Company are responsible for the preparation of consolidated financial statements that give a true and fair view in
accordance with Hong Kong Financial Reporting Standards issued by the Hong Kong Institute of Certified Public Accountants and the
disclosure requirements of the Hong Kong Companies Ordinance, and for such internal control as the directors determine is necessary to

enable the preparation of consolidated financial statements that are free from material misstatement, whether due to fraud or error.

Auditors’ responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit. Our report is made solely to you,
as a body, and for no other purpose. We do not assume responsibility towards or accept liability to any other person for the contents of
this report.

We conducted our audit in accordance with Hong Kong Standards on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical requirements and plan and perform the audit to obtain reasonable

assurance about whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditors’ judgement, including the assessment of the risks of material misstatement
of the consolidated financial statements, whether due to fraud or error. In making those risk assessments, the auditors consider internal
control relevant to the entity’s preparation of consolidated financial statements that give a true and fair view in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting

estimates made by the directors, as well as evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Annual Report 2010 Zhongsheng Group Holdings Limited 41
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Independent Auditors’ Report (Continued)

Opinion
In our opinion, the consolidated financial statements give a true and fair view of the state of affairs of the Company and of the Group as at
31 December 2010, and of the Group’s profit and cash flows for the year then ended in accordance with Hong Kong Financial Reporting

Standards and have been properly prepared in accordance with the disclosure requirements of the Hong Kong Companies Ordinance.

Ernst & Young
Certified Public Accountants
Hong Kong

21 March 201 |
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Consolidated Income Statement

Year ended 31 December 2010

REVENUE

Cost of sales and services provided

Gross profit
Other income and gains, net
Selling and distribution costs

Administrative expenses

Profit from operations
Finance costs

Share of profits of jointly-controlled entities

Profit before tax
Tax

Profit for the year

Attributable to:
Owners of the parent

Non-controlling interests

Earnings per share attributable to equity holders of the parent

Basic

- For profit for the year

Diluted
- For profit for the year

2010 2009
RMB’000 RMB’000

5(a) 24,042,907 13,722,185
6(b) (21,750,181) (12.542,762)
2,292,726 1,179,423

5(b) 321,779 69,203
(693,372) (346,521)
(318,414) (161,967)

1,602,719 740,138
7 (226,917) (80,688)
19 8,195 7.254
6 1,383,997 666.704
8 (301,624) (173,701)
1,082,373 493,003

13 1,031,190 470,88
51,183 22,122

1,082,373 493,003

12 0.56 0.30
12 0.56 0.30

Details of the dividends payable and proposed for the year are disclosed in Note |1 to the financial statements.

F-80
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Consolidated Statement of
Comprehensive Income

Year ended 31 December 2010

2010 2009

RMB’000 RMB’000

Profit for the year 1,082,373 493,003

Other comprehensive income

Available-for-sale investments:

Changes in fair value 2,981 -
Income tax effect (492) -
Exchange differences on translation of foreign operations (39,610) (3,404)
Other comprehensive income for the year, net of tax (37,121) (3,404)
Total comprehensive income for the year, net of tax 1,045,252 489,599
Attributable to:
Owners of the parent 994,069 467,477
Non-controlling interests 51,183 22,122
1,045,252 489,599
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Consolidated Statement of

Financial Position

31 December 2010

NON-CURRENT ASSETS
Property, plant and equipment

Land use rights

Prepayments

Intangible assets

Goodwill

Interests in jointly-controlled entities
Available-for-sale investments
Held-to-maturity investments

Deferred tax assets

Total non-current assets

CURRENT ASSETS

Inventories

Trade receivables

Prepayments, deposits and other receivables
Amounts due from related parties

Financial assets at fair value through profit or loss
Pledged bank deposits

Cash in transit

Cash and cash equivalents

Total current assets

CURRENT LIABILITIES

Bank loans and other borrowings
Trade and bills payables

Other payables and accruals
Amounts due to related parties
Income tax payable

Dividends payable

Total current liabilities

NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT LIABILITIES

F-82

32(b)

21
22
23

43(b)()
24
25
26
27

28
29
30
43(b)(ii)
32(a)

2010

RMB’000

2009
RMB’000

1,788,709 838,379
700,650 422,899
703,785 56,271

1,382,349 254,632
790,947 200,492

46,894 38,699
178,294 100
- 5,283

8,785 4,532

5,600,413 1,821,287

3,453,046 1,024,240
284,951 86,764

2,615,120 1,113,186

2,229 556
83,369 -

1,029,932 382,929
140,852 44,542

2,989,718 1,030,960

10,599,217 3,683,177

4,924,455 1,797,149

2,984,507 1,093,013
954,396 277,702

10,026 24,236
188,161 60,012
919 -

9,062,464 3,252,112

1,536,753 431,065

7,137,166 2,252,352
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Consolidated Statement of Financial Position (Continued)

2010

RMB’000

NON-CURRENT LIABILITIES

2009
RMB’000

Deferred tax liabilities 32(b) 422,597 104,545

NET ASSETS 6,714,569 2,147,807

EQUITY

Equity attributable to owners of the parent

Share capital 33 168 -

Reserves 34 5,742,660 2,110,915

Proposed final dividends I 192,765 -
5,935,593 2,110,915

Non-controlling interests 778,976 36,892

Total equity 6,714,569 2,147,807

Huang Yi Li Guogiang
Director Director
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Consolidated Statement of
Changes in Equity

Year ended 31 December 2010

Attributable to owners of the parent
Available-
for-sale
investments  Exchange Proposed Non-
Share Share Discretionary  Statutory Merger  revaluation  fluctuation Retained final controlling

capital  premium* reservefund* reserve* reserve * reserve * reserve * profits * dividend Total interests  Total equity
RMB'O0  RMB'00  RMB'000  RMB'000  RMB'000  RMB'000  RMBOo0o  RMBooo  RMBooo  RMBooo  RMB0oo  RMB'000

At [ January 2009 - - 11,434 96,284 794,58 - 13,309 117813 - 1,633,098 52673 1,685,771
Contrbution by the Controlling Shareholder — = B - 41475 - - = - 41,475 - 41,475
Acqisiion of non-controling interests by the Group - - - - (31.333) - - - - (31.333) (37.904) (69.239)
Disposal of a subsidiary - - - - - - - - - - | I
Transferfrom retained profts - - 1218 38920 - - - (46,198) - - - -
Comprehensive income for the year - - - - - - (3.404) 410881 - 41411 nn 489,599
At 31 December 2009 - - 18712 135,004 804,598 - 9905 |,142.4% - 2110915 36,892 2147807
Issue of shares in connection with the Reorganisation 137 2110778 - - (2110915) - - - - - - -
Issue of shares in connection with the Listing n 2687718 - - - - - - - 2,687,745 - 2687745
Over-allotment of shares 4 371384 - - - - - - - 377388 - 377388
Share isue expenses - (154,665) - - - - - - - (154,665) - (154,865)
Disposal of interestin 2 subsidiary to

non-controlling shareholder - - - - 364 - - - - 364 1,636 2000
Non-controling nteress arising from

business combination - - - - - - - - - - 690,184 690,184
Consideration for acquisition of non-

controlling interests by the Group - - - - (80.123) - - - - (80.223) - (80.23)
Dividends paid to non-controlling shareholders - - - - - - - - - - (919) (919)
Proposed final 2010 dividend - - - - - - - (192,765) 192,765 - - -
Transfer from retained profts - - 18,398 84,120 - - - (102518) - - - -

Comprefensive income for the year - - - - 2489 (39.610) 1,031,190 - 994,069 51,183 1,045,252

At 31 December 2010

68 5,021,205 3,110 209,324 (1,386,176) 2,489 (29,705) 1,878,403 192,765 5,935,593 778,976 6,714,569

* These reserve accounts comprise the consolidated reserves of RMB5,742,660,000 (2009: RMB2,110,915,000) in the consolidated statement of
financial position.
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Consolidated Statement of
Cash Flows

Year ended 31 December 2010

2010 2009

RMB’000 RMB'000

Operating activities

Profit before tax 1,383,997 666,704
Adjustments for:
— Share of profits of jointly-controlled entities 19(b) (8,195) (7,254)
— Depreciation and impairment of property, plant and equipment 14 109,508 67,765
- Amortisation of land use rights 15 9,223 7,036
- Amortisation of intangible assets 17 34,306 13,352
— (Reversal)/provision for impairment of trade receivables and other receivables 6(c) (485) 7
— Interest income 5(b) (27,199) (10,100)
- Net gain on disposal of items of property, plant and equipment 5(b) (69,685) (3,933)
- Net gain on disposal of land use rights 5(b) (46,009) -
- Finance costs 7 226,917 80,688
— Fair value gain, net -
— Listed equity investments held for trading 5(b) (4,066) -
- Equity linked notes 5(b) (2,110) -
- Gain on disposal of held-to-maturity investments 5(b) (299) -
— Gain on disposal of a subsidiary 36 (6,789) -
1,599,114 814,265
Increase in pledged bank deposits (647,003) (182,792)
Increase in cash in transit (96,310) (14,852)
(Increase)/decrease in trade receivables (135,817) 6,323
Increase in prepayments, deposits and other receivables (627,021) (565,291)
(Increase)/decrease in inventories (1,763,407) 309,909
Increase/(decrease) in trade and bills payables 1,068,227 (42,740)
Decrease in other payables and accruals (67,913) (37,770)
Increase in amounts due from related parties — trade related (1,673) 97)
(Decrease)/increase in amounts due to related parties — trade related (12,902) 21,981
Cash (used in)/generated from operations (684,705) 308,936
Tax paid (170,975) (119,619)
Net cash (used in)/generated from operating activities (855,680) 189,317
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Consolidated Statement of Cash Flows (Continued)

Investing activities

Purchase of items of property, plant and equipment

Proceeds from disposal of items of property, plant and equipment

Purchase of land use rights

Proceeds from disposal of land use rights

Purchase of intangible assets

Decrease in term deposits

Purchase of shareholding in a jointly-controlled entity

Purchase of financial assets at fair value through profit or loss

Proceeds from disposal of financial assets at fair value through profit or loss
Proceeds from disposal of held-to-maturity investment

Purchase of available-for-sale investments

Proceeds from disposal of available-for-sale investments

Collection of advances to third parties

Acquisition of equity interests by the Group from the Controlling Shareholder
Prepayment for the potential acquisition of equity interests from third parties
Acquisition of non-controlling interests

Acquisition of subsidiaries

Disposal of subsidiaries

Proceeds from disposal of equity interests in a subsidiary

Interest received

Net cash used in investing activities

Financing activities

Proceeds from bank loans and other borrowings

Repayment of bank loans and other borrowings

Contributions from the Controlling Shareholder

Advances from third parties

Advances from non-controlling shareholders

Repayment of advances from the Controlling Shareholder

Net proceeds from issue of new shares in connection with the Listing
Interest paid

Net cash generated from financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of year
Effect of foreign exchange rate changes, net

Cash and cash equivalents at end of year

2010

RMB’000

2009
RMB'000

(627,251) (218,993)
103,422 27,088
(588,516) (108,241)
6,289 -
(5,455) (4,645)
- 10,583
- (10,270)
(206,541) -
127,898 -
5,582 -
(211,957) (100)
34,192 -
- 146,735
- (53.346)
(265,202) -
(110,223) (49,239)
(604,570) (199,008)
15,757 13,369
2,000 -
24,063 10,100
(2,300,512) (435,967)
10,423,312 5,267,187
(7,943,442) (4.663,576)
- 41,675
- (93,576)
- 254
(1,308) (154,519)
2,910,468 -
(238,425) (80,688)
5,150,605 316,757
1,994,413 70,107
1,030,960 964,245
(35,655) (3.392)
2,989,718 1,030,960
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Statement of
Financial Position

31 December 2010

2009

RMB'000

NON-CURRENT ASSETS

Investments in subsidiaries 42 2,124,820 -
Amounts due from subsidiaries 42 2,620,685 -
Available-for-sale investments 20 178,094 -
Total non-current assets 4,923,599 -
CURRENT ASSETS

Prepayments, deposits and other receivables 3,371 8,719
Financial assets at fair value through profit or loss 24 83,369 -
Cash and cash equivalents 133,785 16
Total current assets 220,525 8,735
CURRENT LIABILITIES

Other payables and accruals 182 -
Amounts due to subsidiaries 42 14,692 8,859
Income tax payable 318 -
Total current liabilities 15,192 8,859
NET CURRENT ASSETS/(LIABILITIES) 205,333 (124)
TOTAL ASSETS LESS CURRENT LIABILITIES 5,128,932 (124)

NON-CURRENT LIABILITIES

Deferred tax liabilities 2,073 -
NET ASSETS/(LIABILITIES) 5,126,859 (124)
EQUITY

Share capital 33 168 -
Reserves 34 4,933,926 (124)
Proposed final dividends Il 192,765 -
Total equity 5,126,859 (124)

Huang Yi Li Guogiang
Director Director
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Notes to the Financial Statements

Year ended 31 December 2010

2.1

Corporate Information

The Company was incorporated in the Cayman Islands with limited liability under the Companies Law of the Cayman Islands. The
registered office of the Company is located at Cricket Square, Hutchins Drive, P.O. Box 2681, Grand Cayman KYI-1111, Cayman
Islands. The Company has established a principal place of business in Hong Kong which is located at Rooms 3504-12, 35/F, Sun
Hung Kai Centre, 30 Harbour Road, Wan Chai, Hong Kong. The shares of the Company were listed on the Hong Kong Stock
Exchange on 26 March 2010.

During the year, the Group was principally engaged in the sale and service of motor vehicles.

In the opinion of the directors of the Company (the “Directors”), the ultimate holding company of the Company is Blue Natural
Development Ltd., which was incorporated in the British Virgin Islands (“BVI").

Basis of Presentation

Through a group reorganisation (the “Reorganisation”) as set out in the section headed “Our History and Reorganisation” in the
Prospectus dated 16 March 2010 for the public listing of the Company’s shares on the Main Board of The Stock Exchange of Hong
Kong Limited (the “Stock Exchange™), the Company became the holding company of the companies now comprising the Group
on 22 February 2010. Since Mr. Huang Yi and Mr. Li Guogiang (the “Controlling Shareholder”) control the Group before and after
the Reorganisation, the Reorganisation is accounted for as a reorganisation under common control using the principles of merger
accounting in accordance with Accounting Guidance 5 “Merger Accounting for Common Control Combinations™ issued by the
Hong Kong Institute of Certified Public Accountants (the “HKICPA”).

These consolidated financial statements include the financial statements of the companies now comprising the Group, as if the
group structure resulted from the Reorganisation had been in existence from the beginning of the financial years presented, or
since their respective dates of incorporation, whichever is a shorter period. All significant intra-group transactions and balances

have been eliminated on consolidation.

These financial statements have been prepared in accordance with Hong Kong Financial Reporting Standards (“HKFRSs”) (which
include all Hong Kong Financial Reporting Standards, Hong Kong Accounting Standards (“HKASs”) and Interpretations) issued
by the HKICPA, accounting principles generally accepted in Hong Kong and the disclosure requirements of the Hong Kong
Companies Ordinance. They have been prepared under the historical cost convention, except for available-for-sale investments
and financial assets at fair value through profit or loss which have been measured at fair value. These financial statements are

presented in Renminbi (“RMB”) and all values are rounded to the nearest thousand except when otherwise indicated.
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Notes to the Financial Statements (Continued)

2.1

52

Basis of Presentation (continued)

Basis of consolidation

Basis of consolidation from I January 2010

The consolidated financial statements include the financial statements of the Company and its subsidiaries (collectively referred
to as the “Group”) for the year ended 31 December 2010. The financial statements of the subsidiaries are prepared for the same
reporting period as the Company, using consistent accounting policies. The results of subsidiaries are consolidated from the
date of acquisition, being the date on which the Group obtains control, and continue to be consolidated until the date that such
control ceases. All intra-group balances, transactions, unrealised gains and losses resulting from intra-group transactions and

dividends are eliminated on consolidation in full.
Losses within a subsidiary are attributed to the non-controlling interest even if that results in a deficit balance.
A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equity transaction.

If the Group loses control over a subsidiary, it derecognises (i) the assets (including goodwill) and liabilities of the subsidiary,
(ii) the carrying amount of any non-controlling interest and (iii) the cumulative translation differences recorded in equity; and
recognises (i) the fair value of the consideration received, (ii) the fair value of any investment retained and (iii) any resulting
surplus or deficit in profit or loss. The Group’s share of components previously recognised in other comprehensive income is

reclassified to profit or loss or retained profits, as appropriate.

Basis of consolidation prior to 1 January 2010
Certain of the above-mentioned requirements have been applied on a prospective basis. The following differences, however, are

carried forward in certain instances from the previous basis of consolidation:

. Losses incurred by the Group were attributed to the non-controlling interest until the balance was reduced to nil. Any
further excess losses were attributable to the parent, unless the non-controlling interest had a binding obligation to cover

these. Losses prior to | January 2010 were not reallocated between non-controlling interest and the parent shareholders.

. Upon loss of control, the Group accounted for the investment retained at its proportionate share of net asset value at the

date control was lost. The carrying amount of such investment at | January 2010 has not been restated.

Zhongsheng Group Holdings Limited Annual Report 2010
F-89



Notes to the Financial Statements (Continued)

2.2

Changes in Accounting Policy and Disclosures

The Group has adopted the following new and revised HKFRSs for the first time for the current year’s financial statements.

HKFRS | (Revised)
HKFRS | Amendments

HKFRS 2 Amendments

HKFRS 3 (Revised)
HKAS 27 (Revised)
HKAS 39 Amendment

HK(IFRIC)-Int 17

HKFRS 5 Amendments included in
Improvements to HKFRSs issued in
October 2008

Improvements to HKFRSs 2009

HK Interpretation 4 Amendment

HK Interpretation 5

First-time Adoption of Hong Kong Financial Reporting Standards

Amendments to HKFRS | First-time Adoption of Hong Kong Financial Reporting
Standards - Additional Exemptions for First-time Adopters

Amendments to HKFRS 2 Share-based Payment — Group Cash-settled Share-based
Payment Transactions

Business Combinations

Consolidated and Separate Financial Statements

Amendment to HKAS 39 Financial Instruments: Recognition and Measurement —
Eligible Hedged Items

Distributions of Non-cash Assets to Owners

Amendments to HKFRS 5 Non-current Assets Held for Sale and Discontinued

Operations — Plan to sell the controlling interest in a subsidiary

Amendments to a number of HKFRSs issued in May 2009

Amendment to HK Interpretation 4 Leases — Determination of the Length of Lease
Term in respect of Hong Kong Land Leases

Presentation of Financial Statements — Classification by the Borrower of a Term

Loan that Contains a Repayment on Demand Clause

Other than as further explained below regarding the impact of HKFRS 3 (Revised), HKAS 27 (Revised), amendments to HKAS 7
and HKAS 17 included in Improvements to HKFRSs 2009 and HK Interpretation 4 (Revised in December 2009), the adoption of

the new and revised HKFRSs has had no significant financial effect on these financial statements.

The principal effects of adopting these new and revised HKFRSs are as follows:

(a)

HKFRS 3 (Revised) Business Combinations and HKAS 27 (Revised) Consolidated and Separate
Financial Statements

HKFRS 3 (Revised) introduces a number of changes in the accounting for business combinations that affect the initial
measurement of non-controlling interests, the accounting for transaction costs, the initial recognition and subsequent
measurement of a contingent consideration and business combinations achieved in stages. These changes will impact the

amount of goodwill recognised, the reported results in the period that an acquisition occurs, and future reported results.

HKAS 27 (Revised) requires that a change in the ownership interest of a subsidiary without loss of control is accounted
for as an equity transaction. Therefore, such a change will have no impact on goodwill, nor will it give rise to a gain or
loss. Furthermore, the revised standard changes the accounting for losses incurred by the subsidiary as well as the loss of
control of a subsidiary. Consequential amendments were made to various standards, including, but not limited to HKAS 7
Statement of Cash Flows, HKAS 12 Income Taxes, HKAS 21 The Effects of Changes in Foreign Exchange Rates, HKAS 28
Investments in Associates and HKAS 31 Interests in Joint Ventures.
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Notes to the Financial Statements (Continued)

2.2 Changes in Accounting Policy and Disclosures (continued)

2.3

54

(a)

(b)

HKFRS 3 (Revised) Business Combinations and HKAS 27 (Revised) Consolidated and Separate
Financial Statements (continued)
The changes introduced by these revised standards are applied prospectively and affect the accounting of acquisitions,

loss of control and transactions with non-controlling interests after | January 2010.

Improvements to HKFRSs 2009 issued in May 2009 sets out amendments to a number of HKFRSs. There are separate
transitional provisions for each standard. While the adoption of some of the amendments results in changes in accounting
policies, none of these amendments has had a significant financial impact on the Group. Details of the key amendments

most applicable to the Group are as follows:

HKAS 7 Statement of Cash Flows: Requires that only expenditures that result in a recognised asset in the

statement of financial position can be classified as a cash flow from investing activities.

HKAS 17 Leases: Removes the specific guidance on classifying land as a lease. As a result, leases of land should

be classified as either operating or finance leases in accordance with the general guidance in HKAS 17.

Amendment to HK Interpretation 4 Leases — Determination of the Length of Lease Term in respect of Hong Kong
Land Leases is revised as a consequence of the amendment to HKAS 17 Leases included in Improvements to
HKFRSs 2009. Following this amendment, the scope of HK Interpretation 4 has been expanded to cover all land
leases, including those classified as finance leases. As a result, this interpretation is applicable to all leases of
property accounted for in accordance with HKAS 16, HKAS 17 and HKAS 40.

The Group has no land leases in Hong Kong. The Group has reassessed its leases in Mainland China, previously
classified as operating leases, upon the adoption of the amendments. The classification of leases in Mainland

China remained as operating leases.

Issued but not yet Effective Hong Kong Financial Reporting Standards

The Group has not applied the following new and revised HKFRSs, that have been issued but are not yet effective, in these

financial statements.

HKFRS | Amendment Amendment to HKFRS | First-time Adoption of Hong Kong Financial Reporting

Standards - Limited Exemption from Comparative HKFRS 7 Disclosures for First-

time Adopters?

HKFRS 7 Amendments Amendments to HKFRS 7 Financial Instruments:

Disclosures —Transfers of Financial Assets*

HKFRS 9 Financial Instruments®
HKAS 24 (Revised) Related Party Disclosures®
HKAS 32 Amendment Amendment to HKAS 32 Financial Instruments:
Presentation — Classification of Rights Issues'
HK(IFRIC)-Int 14 Amendments Amendments to HK(IFRIC)-Int 14 Prepayments of a Minimum Funding Requirement®
HK(IFRIC)-Int 19 Extinguishing Financial Liabilities with Equity Instruments?
HKAS 12 Amendments Amendments to HKAS 12 Income Taxes — Deferred Tax: Recovery of Underlying

Assets®
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Notes to the Financial Statements (Continued)

2.3

Issued but not yet Effective Hong Kong Financial Reporting Standards (continued)

Apart from the above, the HKICPA has issued Improvements to HKFRSs 2010 which sets out amendments to a number of HKFRSs
primarily with a view to removing inconsistencies and clarifying wording. The amendments to HKFRS 3 and HKAS 27 are effective
for annual periods beginning on or after | July 2010, whereas the amendments to HKFRS 1, HKFRS 7, HKAS 1, HKAS 34 and
HK(IFRIC)-Int 13 are effective for annual periods beginning on or after | January 2011 although there are separate transitional

provisions for each standard.

! Effective for annual periods beginning on or after | February 2010

2 Effective for annual periods beginning on or after I July 2010
3 Effective for annual periods beginning on or after | January 201 |
4 Effective for annual periods beginning on or after | July 2011
5 Effective for annual periods beginning on or after | January 2012
6 Effective for annual periods beginning on or after | January 2013

Further information about those changes that are expected to significantly affect the Group is as follows:

HKFRS 9 issued in November 2009 is the first part of phase | of a comprehensive project to entirely replace HKAS 39 Financial
Instruments: Recognition and Measurement. This phase focuses on the classification and measurement of financial assets.
Instead of classifying financial assets into four categories, an entity shall classify financial assets as subsequently measured at
either amortised cost or fair value, on the basis of both the entity’s business model for managing the financial assets and the
contractual cash flow characteristics of the financial assets. This aims to improve and simplify the approach for the classification

and measurement of financial assets compared with the requirements of HKAS 39.

In November 2010, the HKICPA issued additions to HKFRS 9 to address financial liabilities (the “Additions”) and incorporated
in HKFRS 9 the current derecognition principles of financial instruments of HKAS 39. Most of the Additions were carried forward
unchanged from HKAS 39, while changes were made to the measurement of financial liabilities designated at fair value through
profit or loss using the fair value option (“FVO”). For these FVO liabilities, the amount of change in the fair value of a liability that
is attributable to changes in credit risk must be presented in other comprehensive income (“OCI”). The remainder of the change
in fair value is presented in profit or loss, unless presentation of the fair value change in respect of the liability’s credit risk in OCI
would create or enlarge an accounting mismatch in profit or loss. However, loan commitments and financial guarantee contracts

which have been designated under the FVO are scoped out of the Additions.

HKAS 39 is aimed to be replaced by HKFRS 9 in its entirety. Before this entire replacement, the guidance in HKAS 39 on hedge
accounting and impairment of financial assets continues to apply. The Group expects to adopt HKFRS 9 from | January 2013.

HKAS 24 (Revised) clarifies and simplifies the definition of related parties. It also provides for a partial exemption of related
party disclosure to government-related entities for transactions with the same government or entities that are controlled, jointly
controlled or significantly influenced by the same government. The Group expects to adopt HKAS 24 (Revised) from | January

2011 and the comparative related party disclosures will be amended accordingly.

While the adoption of the revised standard will result in changes in the accounting policy, the revised standard is unlikely to have
any impact on the related party disclosures as the Group currently does not have any significant transactions with government-

related entities.
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Notes to the Financial Statements (Continued)

2.3

2.4

56

Issued but not yet Effective Hong Kong Financial Reporting Standards (continued)

Improvements to HKFRSs 2010 issued in May 2010 sets out amendments to a number of HKFRSs. The Group expects to adopt the
amendments from | January 201 |. There are separate transitional provisions for each standard. While the adoption of some of the
amendments may result in changes in accounting policies, none of these amendments are expected to have a significant financial

impact on the Group. Those amendments that are expected to have a significant impact on the Group’s policies are as follows:

(a) HKFRS 3 Business Combinations: Clarifies that the amendments to HKFRS 7, HKAS 32 and HKAS 39 that eliminate the
exemption for contingent consideration do not apply to contingent consideration that arose from business combinations

whose acquisition dates precede the application of HKFRS 3 (as revised in 2008).

In addition, the amendments limit the scope of the measurement choices of non-controlling interests at fair value or
at the proportionate share of the acquiree’s identifiable net assets to components of non-controlling interests that are
present ownership interests and entitle their holders to a proportionate share of the entity’s net assets in the event of
liquidation. Other components of non-controlling interests are measured at their acquisition date fair value, unless another

measurement basis is required by another HKFRS.

The amendments also added explicit guidance to clarify the accounting treatment for non-replaced and voluntarily

replaced share-based payment awards.

(b) HKAS | Presentation of Financial Statements: Clarifies that an analysis of other comprehensive income for each
component of equity can be presented either in the statement of changes in equity or in the notes to the financial

statements.

(c) HKAS 27 Consolidated and Separate Financial Statements: Clarifies that the consequential amendments from HKAS 27 (as
revised in 2008) made to HKAS 21, HKAS 28 and HKAS 31 shall be applied prospectively for annual periods beginning on
or after I July 2009 or earlier if HKAS 27 is applied earlier.

Summary of Significant Accounting Policies
Subsidiaries
A subsidiary is an entity whose financial and operating policies the Company controls, directly or indirectly, so as to obtain

benefits from its activities.

The results of subsidiaries are included in the Company’s income statement to the extent of dividends received and receivable. The
Company’s investments in subsidiaries that are not classified as held for sale in accordance with HKFRS 5 are stated at cost less

any impairment losses.

Joint ventures
A joint venture is an entity set up by contractual arrangement, whereby the Group and other parties undertake an economic

activity. The joint venture operates as a separate entity in which the Group and the other parties have an interest.

The joint venture agreement between the venturers stipulates the capital contributions of the joint venture parties, the duration of
the joint venture entity and the basis on which the assets are to be realised upon its dissolution. The profits and losses from the
joint venture's operations and any distributions of surplus assets are shared by the venturers, either in proportion to their respective

capital contributions, or in accordance with the terms of the joint venture agreement.
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Notes to the Financial Statements (Continued)

2.4

Summary of Significant Accounting Policies (continued)
Joint ventures (continued)

A joint venture is treated as:
(a) a subsidiary, if the Group has unilateral control, directly or indirectly, over the joint venture;

(b) a jointly-controlled entity, if the Group does not have unilateral control, but has joint control, directly or indirectly, over

the joint venture;

(c) an associate, if the Group does not have unilateral or joint control, but holds, directly or indirectly, generally not less than

20% of the joint venture's registered capital and is in a position to exercise significant influence over the joint venture; or

(d) an equity investment accounted for in accordance with HKAS 39, if the Group holds, directly or indirectly, less than 20%
of the joint venture’s registered capital and has neither joint control of, nor is in a position to exercise significant influence

over, the joint venture.

Jointly-controlled entities
A jointly-controlled entity is a joint venture that is subject to joint control, resulting in none of the participating parties having

unilateral control over the economic activity of the jointly-controlled entity.

The Group’s investments in jointly-controlled entities are stated in the consolidated statement of financial position at the Group’s
share of net assets under the equity method of accounting, less any impairment losses. The Group’s share of the post-acquisition
results and reserves of its jointly-controlled entities is included in the consolidated income statements and consolidated reserves,
respectively. Unrealised gains and losses resulting from transactions between the Group and its jointly-controlled entities are
eliminated to the extent of the Group’s investments in the jointly-controlled entities, except where unrealised losses provide
evidence of an impairment of the asset transferred. Goodwill arising from the acquisition of jointly-controlled entities is included as

part of the Group’s investments in jointly-controlled entities.

When an investment in a jointly-controlled entity is classified as held for sale, it is accounted for in accordance with HKFRS 5

Non-current Assets Held for Sale and Discontinued Operations.
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Summary of Significant Accounting Policies (continued)

Business combinations and goodwill

Business combinations from I January 2010

Business combinations are accounted for using the acquisition method. The consideration transferred is measured at the
acquisition date fair value which is the sum of the acquisition date fair values of assets transferred by the Group, liabilities assumed
by the Group to the former owners of the acquiree and the equity interests issued by the Group in exchange for control of the
acquiree. For each business combination, the acquirer measures the non-controlling interest in the acquiree either at fair value or at

the proportionate share of the acquiree’s identifiable net assets. Acquisition costs are expensed as incurred.

When the Group acquires a business, it assesses the financial assets and liabilities assumed for appropriate classification and
designation in accordance with the contractual terms, economic circumstances and pertinent conditions as at the acquisition date.

This includes the separation of embedded derivatives in host contracts by the acquiree.

If the business combination is achieved in stages, the acquisition date fair value of the acquirer’s previously held equity interest in

the acquiree is remeasured to fair value as at the acquisition date through profit or loss.

Any contingent consideration to be transferred by the acquirer is recognised at fair value at the acquisition date. Subsequent
changes to the fair value of the contingent consideration which is deemed to be an asset or liability is recognised in accordance
with HKAS 39 either in profit or loss or as a change to other comprehensive income. If the contingent consideration is classified as

equity, it shall not be remeasured until it is finally settled within equity.

Goodwill is initially measured at cost being the excess of the aggregate of the consideration transferred, the amount recognised for
non-controlling interests and any fair value of the Group’s previously held equity interests in the acquiree over the net identifiable
assets acquired and liabilities assumed. If the sum of this consideration and other items is lower than the fair value of the net

assets of the subsidiary acquired, the difference is, after reassessment, recognised in profit or loss as a gain on bargain purchase.

After initial recognition, goodwill is measured at cost less any accumulated impairment losses. Goodwill is tested for impairment
annually or more frequently if events or changes in circumstances indicate that the carrying value may be impaired. The Group
performs its annual impairment test of goodwill as at 31 December. For the purpose of impairment testing, goodwill acquired in
a business combination is, from the acquisition date, allocated to each of the Group’s cash-generating units, or groups of cash-
generating units, that are expected to benefit from the synergies of the combination, irrespective of whether other assets or

liabilities of the Group are assigned to those units or groups of units.

Impairment is determined by assessing the recoverable amount of the cash-generating unit (group of cash-generating units) to
which the goodwill relates. Where the recoverable amount of the cash-generating unit (group of cash-generating units) is less than
the carrying amount, an impairment loss is recognised. An impairment loss recognised for goodwill is not reversed in a subsequent

period.

Where goodwill forms part of a cash-generating unit (group of cash-generating units) and part of the operation within that unit
is disposed of, the goodwill associated with the operation disposed of is included in the carrying amount of the operation when
determining the gain or loss on disposal of the operation. Goodwill disposed of in this circumstance is measured based on the

relative values of the operation disposed of and the portion of the cash-generating unit retained.
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Business combinations and goodwill (continued)

Business combinations prior to | January 2010

In comparison to the above-mentioned requirements which were applied on a prospective basis, the following differences applied

to business combinations prior to | January 2010:

Business combinations were accounted for using the purchase method. Transaction costs directly attributable to the acquisition
formed part of the acquisition costs. The non-controlling interest was measured at the proportionate share of the acquiree’s

identifiable net assets.

Business combinations achieved in stages were accounted for as separate steps. Any additional acquired share of interest did not

affect previously recognised goodwill.

When the Group acquired a business, embedded derivatives separated from the host contract by the acquiree were not reassessed
on acquisition unless the business combination resulted in a change in the terms of the contract that significantly modified the

cash flows that otherwise would have been required under the contract.

Contingent consideration was recognised if, and only if, the Group had a present obligation, the economic outflow was more
likely than not and a reliable estimate was determinable. Subsequent adjustments to the contingent consideration were recognised

as part of goodwill.

Impairment of non-financial assets

Where an indication of impairment exists, or when annual impairment testing for an asset is required (other than inventories,
financial assets and goodwill), the asset’s recoverable amount is estimated. An asset’s recoverable amount is the higher of the
asset’s or cash-generating unit’s value in use and its fair value less costs to sell, and is determined for an individual asset, unless
the asset does not generate cash inflows that are largely independent of those from other assets or groups of assets, in which case

the recoverable amount is determined for the cash-generating unit to which the asset belongs.

An impairment loss is recognised only if the carrying amount of an asset exceeds its recoverable amount. In assessing value in
use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset. An impairment loss is charged to the consolidated

income statement in the period in which it arises in those expense categories consistent with the function of the impaired asset.

An assessment is made at the end of each reporting period as to whether there is any indication that previously recognised
impairment losses may no longer exist or may have decreased. If such an indication exists, the recoverable amount is estimated. A
previously recognised impairment loss of an asset other than goodwill is reversed only if there has been a change in the estimates
used to determine the recoverable amount of that asset, but not to an amount higher than the carrying amount that would have
been determined (net of any depreciation/amortisation) had no impairment loss been recognised for the asset in prior years. A

reversal of such an impairment loss is credited to the consolidated income statement in the period in which it arises.
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Summary of Significant Accounting Policies (continued)
Related parties
A party is considered to be related to the Group if:

(a) the party, directly or indirectly through one or more intermediaries, (i) controls, is controlled by, or is under common
control with, the Group; (i) has an interest in the Group that gives it significant influence over the Group; or (iii) has joint

control over the Group;
(b) the party is an associate;
(c) the party is a jointly-controlled entity;
(d) the party is a member of the key management personnel of the Group or its parent;
(e) the party is a close member of the family of any individual referred to in (a) or (d); or

(f) the party is an entity that is controlled, jointly controlled or significantly influenced by or for which significant voting

power in such entity resides with, directly or indirectly, any individual referred to in (d) or (e).

Property, plant and equipment and depreciation
Property, plant and equipment, other than construction in progress, are stated at cost less accumulated depreciation and any
impairment losses. The cost of an item of property, plant and equipment comprises its purchase price and any directly attributable

costs of bringing the asset to its working condition and location for its intended use.

Expenditure incurred after items of property, plant and equipment have been put into operation, such as repairs and maintenance,
is normally charged to the income statement in the period in which it is incurred. Where significant parts of property, plant and
equipment are required to be replaced at intervals, the Group recognises such parts as individual assets with specific useful lives

and depreciation.

Depreciation is calculated on the straight-line basis to write off the cost of each item of property, plant and equipment to its

residual value over its estimated useful life. The principal estimated useful lives and residual value of property, plant and equipment

are as follows:

Estimated Estimated

useful life residual value
Category
Buildings 10-20 years 5%
Leasehold improvements 5 years -
Plant and machinery 5-10 years 5%
Furniture and fixtures 5 years 5%
Motor vehicles 5 years 5%
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Property, plant and equipment and depreciation (continued)

Where parts of an item of property, plant and equipment have different useful lives, the cost of that item is allocated on a
reasonable basis among the parts and each part is depreciated separately. Residual values, useful lives and the depreciation method

are reviewed, and adjusted if appropriate, at least at each financial year end.

An item of property, plant and equipment and any significant part initially recognised is derecognised upon disposal or when no
future economic benefits are expected from its use or disposal. Any gain or loss on disposal or retirement recognised in the income
statement in the year the asset is derecognised is the difference between the net sales proceeds and the carrying amount of the

relevant asset.

Construction in progress represents buildings, plant and machinery under construction or pending installation, which are stated
at cost less any impairment losses, and are not depreciated. Cost comprises the direct costs of construction during the period of
construction. Construction in progress is reclassified to the appropriate category of property, plant and equipment when completed

and ready for use.

Intangible assets (other than goodwill)

Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible assets acquired in a
business combination is the fair value as at the date of acquisition. The useful lives of intangible assets are assessed to be finite.
Intangible assets with finite lives are subsequently amortised over the useful economic life and assessed for impairment whenever
there is an indication that the intangible asset may be impaired. The amortisation period and the amortisation method for an

intangible asset with a finite useful life are reviewed at least at each financial year end.

Intangible assets are stated at cost less any impairment losses and are amortised on the straight-line basis over their estimated

useful lives. The principal estimated useful lives of intangible assets are as follows:

Software 3-5 years
Dealership agreements 20 years
Customer relationships |5 years
Favourable contracts 20 years
Club memberships 20-44 years

Annual Report 2010 Zhongsheng Group Holdings Limited 61
F-98



Notes to the Financial Statements (Continued)

2.4

62

Summary of Significant Accounting Policies (continued)

Leases

Leases that transfer substantially all the rewards and risks of ownership of assets to the Group, other than legal title, are accounted
for as finance leases. At the inception of a finance lease, the cost of the leased asset is capitalised at the present value of the
minimum lease payments and recorded together with the obligation, excluding the interest element, to reflect the purchase and
financing. Assets held under capitalised finance leases, including prepaid land and buildings lease payment under finance lease,
are included in property, plant and equipment, and depreciated over the shorter of the lease terms and the estimated useful lives
of the assets. The finance costs of such leases are charged to the income statement so as to provide a constant periodic rate of

charge over the lease terms.

Leases where substantially all the rewards and risks of ownership of assets remain with the lessor are accounted for as operating
leases. Where the Group is the lessor, assets leased by the Group under operating leases are included in non-current assets, and
rentals receivable under the operating leases are credited to the consolidated income statement on the straight-line basis over the
lease terms. Where the Group is the lessee, rentals payable under the operating leases are charged to the consolidated income

statement on the straight-line basis over the lease terms.

Prepaid land lease payments under operating leases are initially stated at cost and subsequently recognised on the straight-line

basis over the lease terms.

Land use rights

All land in Mainland China is state-owned and no individual land ownership rights exist. The Group acquires the right to use
certain land and the consideration paid for such a right is recorded as land use rights, which are amortised over the lease terms of
35 to 50 years using the straight-line method.

Investments and other financial assets

Initial recognition and measurement

Financial assets within the scope of HKAS 39 are classified as financial assets at fair value through profit or loss, loans and
receivables, held-to-maturity investments and available-for-sale financial investments, as appropriate. The Group determines the
classification of its financial assets at initial recognition. When financial assets are recognised initially, they are measured at fair

value, plus, in the case of investments not at fair value through profit or loss, directly attributable transaction costs.

All regular way purchases and sales of financial assets are recognised on the trade date, that is, the date that the Group commits
to purchase or sell the asset. Regular way purchases or sales are purchases or sales of financial assets that require delivery of assets

within the period generally established by regulation or convention in the marketplace.

The Group’s financial assets include cash and bank balances, trade and other receivables, dividends receivable, amounts due from

related parties, and quoted and unquoted financial instruments.

Subsequent measurement

The subsequent measurement of financial assets depends on their classification as follows:
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Investments and other financial assets (continued)

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include financial assets held for trading. Financial assets are classified as held for
trading if they are acquired for the purpose of sale in the near term. This category includes derivative financial instruments entered
into by the Group that are not designated as hedging instruments in hedge relationships as defined by HKAS 39. Derivatives,
including separated embedded derivatives, are also classified as held for trading unless they are designated as effective hedging
instruments. Financial assets at fair value through profit or loss are carried in the statement of financial position at fair value with
changes in fair value recognised in other income and gains or finance costs in the income statement. These net fair value changes
do not include any dividends or interest earned on these financial assets, which are recognised in accordance with the policies set

out for “Revenue recognition” below.

The Group evaluates its financial assets at fair value through profit or loss (held for trading) to assess whether the intent to sell
them in the near term is still appropriate. When the Group is unable to trade these financial assets due to inactive markets and
management’s intent to sell them in the foreseeable future significantly changes, the Group may elect to reclassify these financial
assets in rare circumstances. The reclassification from financial assets at fair value through profit or loss to loans and receivables,

available-for-sale financial assets or held-to-maturity investments depends on the nature of the assets.

Derivatives embedded in host contracts are accounted for as separate derivatives and recorded at fair value if their economic
characteristics and risks are not closely related to those of the host contracts and the host contracts are not held for trading or
designated at fair value through profit or loss. These embedded derivatives are measured at fair value with changes in fair value
recognised in profit or loss. Reassessment only occurs if there is a change in the terms of the contract that significantly modifies

the cash flows that would otherwise be required.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active
market. After initial measurement, such assets are subsequently measured at amortised cost using the effective interest method
less any allowance for impairment. Amortised cost is calculated by taking into account any discount or premium on acquisition
and includes fees or costs that are an integral part of the effective interest rate. The effective interest rate amortisation is included
in finance income in the income statement. The loss arising from impairment is recognised in the income statement in other

expenses.

Held-to-maturity investments

Non-derivative financial assets with fixed or determinable payments and fixed maturity are classified as held-to-maturity when
the Group has the positive intention and ability to hold to maturity. Held-to-maturity investments are subsequently measured at
amortised cost less any allowance for impairment. Amortised cost is calculated by taking into account any discount or premium
on acquisition and fees or costs that are an integral part of the effective interest rate. The effective interest rate amortisation is
included in finance income in the income statement. The loss arising from impairment is recognised in the income statement in

other expenses.
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Summary of Significant Accounting Policies (continued)

Investments and other financial assets (continued)

Available-for-sale financial investments

Available-for-sale financial investments are non-derivative financial assets in listed and unlisted equity and debt securities. Equity
investments classified as available for sale are those which are neither classified as held for trading nor designated at fair value
through profit or loss. Debt securities in this category are those which are intended to be held for an indefinite period of time and

which may be sold in response to needs for liquidity or in response to changes in market conditions.

After initial recognition, available-for-sale financial investments are subsequently measured at fair value, with unrealised gains
or losses recognised as other comprehensive income in the available-for-sale investment valuation reserve until the investment
is derecognised, at which time the cumulative gain or loss is recognised in the income statement in other income, or until the
investment is determined to be impaired, at which time the cumulative gain or loss is recognised in the income statement in other
operating expenses and removed from available-for-sale investment valuation reserve. Interest and dividends earned are reported as
interest income and dividend income, respectively and are recognised in the income statement as other income in accordance with

the policies set out for “Revenue recognition” below.

When the fair value of unlisted equity securities cannot be reliably measured because (a) the variability in the range of reasonable
fair value estimates is significant for that investment or (b) the probabilities of the various estimates within the range cannot be

reasonably assessed and used in estimating fair value, such securities are stated at cost less any impairment losses.

The Group evaluates its available-for-sale financial assets to assess whether the ability and intention to sell them in the near term
are still appropriate. When the Group is unable to trade these financial assets due to inactive markets and management’s intent to
do so significantly changes in the foreseeable future, the Group may elect to reclassify these financial assets in rare circumstances.
Reclassification to loans and receivables is permitted when the financial assets meet the definition of loans and receivables and the
Group has the intent and ability to hold these assets for the foreseeable future or to maturity. The reclassification to the held-to-

maturity category is permitted only when the entity has the ability and intent to hold until the maturity date of the financial asset.

For a financial asset reclassified out of the available-for-sale category, any previous gain or loss on that asset that has been
recognised in equity is amortised to profit or loss over the remaining life of the investment using the effective interest rate. Any
difference between the new amortised cost and the expected cash flows is also amortised over the remaining life of the asset using
the effective interest rate. If the asset is subsequently determined to be impaired, then the amount recorded in equity is reclassified

to the income statement.

Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets) is derecognised

when:
. the rights to receive cash flows from the asset have expired;
. the Group has transferred its rights to receive cash flows from the asset, or has assumed an obligation to pay the received

cash flows in full without material delay to a third party under a “pass-through” arrangement and either (a) the Group
has transferred substantially all the risks and rewards of the asset, or (b) the Group has neither transferred nor retained

substantially all the risks and rewards of the asset, but has transferred control of the asset.
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Derecognition of financial assets (continued)

When the Group has transferred its rights to receive cash flows from an asset or has entered into a pass-through arrangement,
and has neither transferred nor retained substantially all the risks and rewards of the asset nor transferred control of the asset, the
asset is recognised to the extent of the Group’s continuing involvement in the asset. In that case, the Group also recognises an
associated liability. The transferred asset and the associated liability are measured on a basis that reflects the rights and obligations

that the Group has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower of the original

carrying amount of the asset and the maximum amount of consideration that the Group could be required to repay.

Impairment of financial assets

The Group assesses at the end of each reporting period whether there is any objective evidence that a financial asset or a group
of financial assets is impaired. A financial asset or a group of financial assets is deemed to be impaired if, and only if, there is
objective evidence of impairment as a result of one or more events that has occurred after the initial recognition of the asset (an
incurred “loss event™”) and that loss event has an impact on the estimated future cash flows of the financial asset or the group of
financial assets that can be reliably estimated. Evidence of impairment may include indications that a debtor or a group of debtors
is experiencing significant financial difficulty, default or delinquency in interest or principal payments, the probability that they
will enter bankruptcy or other financial reorganisation and observable data indicating that there is a measurable decrease in the

estimated future cash flows, such as changes in arrears or economic conditions that correlate with defaults.

Financial assets carried at amortised cost

For financial assets carried at amortised cost, the Group firstly assesses individually whether objective evidence of impairment
exists for financial assets that are individually significant, or collectively for financial assets that are not individually significant.
If the Group determines that no objective evidence of impairment exists for an individually assessed financial asset, whether
significant or not, it includes the asset in a group of financial assets with similar credit risk characteristics and collectively assesses
them for impairment. Assets that are individually assessed for impairment and for which an impairment loss is, or continues to be,

recognised are not included in a collective assessment of impairment.

If there is objective evidence that an impairment loss has been incurred, the amount of the loss is measured as the difference
between the asset’s carrying amount and the present value of estimated future cash flows (excluding future credit losses that have
not yet been incurred). The present value of the estimated future cash flows is discounted at the financial asset’s original effective
interest rate (i.e., the effective interest rate computed at initial recognition). If a loan has a variable interest rate, the discount rate

for measuring any impairment loss is the current effective interest rate.

The carrying amount of the asset is reduced either directly or through the use of an allowance account and the amount of the loss
is recognised in the income statement. Interest income continues to be accrued on the reduced carrying amount and is accrued
using the rate of interest used to discount the future cash flows for the purpose of measuring the impairment loss. Loans and
receivables together with any associated allowance are written off when there is no realistic prospect of future recovery and all

collateral has been realised or has been transferred to the Group.

If, in a subsequent period, the amount of the estimated impairment loss increases or decreases because of an event occurring after
the impairment was recognised, the previously recognised impairment loss is increased or reduced by adjusting the allowance

account. If a future write-off is later recovered, the recovery is credited to other expenses in the income statement.
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Summary of Significant Accounting Policies (continued)

Impairment of financial assets (continued)

Assets carried at cost

If there is objective evidence that an impairment loss has been incurred on an unquoted equity instrument that is not carried at fair
value because its fair value cannot be reliably measured, the amount of the loss is measured as the difference between the asset’s
carrying amount and the present value of estimated future cash flows discounted at the current market rate of return for a similar

financial asset. Impairment losses on these assets are not reversed.

Available-for-sale financial investments
For available-for-sale financial investments, the Group assesses at the end of each reporting period whether there is objective

evidence that an investment or a group of investments is impaired.

If an available-for-sale asset is impaired, an amount comprising the difference between its cost (net of any principal payment and
amortisation) and its current fair value, less any impairment loss previously recognised in the income statement, is removed from

other comprehensive income and recognised in the income statement.

In the case of equity investments classified as available for sale, objective evidence would include a significant or prolonged decline
in the fair value of an investment below its cost. The determination of what is “significant” or “prolonged” requires judgement.
“Significant” is to be evaluated against the original cost of the investment and “prolonged™ against the period in which the fair
value has been below its original cost. Where there is evidence of impairment, the cumulative loss — measured as the difference
between the acquisition cost and the current fair value, less any impairment loss on that investment previously recognised in the
income statement — is removed from other comprehensive income and recognised in the income statement. Impairment losses on
equity instruments classified as available for sale are not reversed through the income statement. Increases in their fair value after

impairment are recognised directly in other comprehensive income.

Financial liabilities

Initial recognition and measurement

Financial liabilities within the scope of HKAS 39 are classified as financial liabilities at fair value through profit or loss, loans and
borrowings, or as derivatives designated as hedging instruments in an effective hedge, as appropriate. The Group determines the

classification of its financial liabilities at initial recognition.

All financial liabilities are recognised initially at fair value and in the case of loans and borrowings, plus directly attributable

transaction costs.

The Group’s financial liabilities include trade and bills payables, other payables, amounts due to related parties, and bank and other

borrowings.
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Financial liabilities (continued)
Subsequent measurement

The measurement of financial liabilities depends on their classification as follows:

Financial liabilities at fair value through profit or loss
Financial liabilities at fair value through profit or loss includes financial liabilities held for trading and financial liabilities designated

upon initial recognition as at fair value through profit or loss.

Financial liabilities are classified as held for trading if they are acquired for the purpose of selling in the near term. This category
includes derivative financial instruments entered into by the Group that are not designated as hedging instruments in hedge
relationships as defined by HKAS39. Separated embedded derivatives, are also classified as held for trading unless they are
designated as effective hedging instruments. Gains or losses on liabilities held for trading are recognised in the income statement.
The net fair value gain or loss recognised in the income statement does not include or includes any interest charged on these

financial liabilities.

Loans and borrowings

After initial recognition, interest-bearing loans and borrowings are subsequently measured at amortised cost, using the effective
interest rate method unless the effect of discounting would be immaterial, in which case they are stated at cost. Gains and losses
are recognised in the income statement when the liabilities are derecognised as well as through the effective interest rate method

amortisation process.

Amortised cost is calculated by taking into account any discount or premium on acquisition and fees or costs that are an integral

part of the effective interest rate. The effective interest rate amortisation is included in finance costs in the income statement.

Derecognition of financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged or cancelled, or expires.

When an existing financial liability is replaced by another from the same lender on substantially different terms, or the terms of an
existing liability are substantially modified, such an exchange or modification is treated as a derecognition of the original liability
and a recognition of a new liability, and the difference between the respective carrying amounts is recognised in the income

statement.

Offsetting of financial instruments
Financial assets and financial liabilities are offset and the net amount is reported in the statement of financial position if, and only
if, there is currently enforceable legal right to offset the recognised amounts and there is an intention to settle on a net basis, or to

realise the assets and settle the liabilities simultaneously.

Fair value of financial instruments

The fair value of financial instruments that are traded in active markets is determined by reference to quoted market prices or dealer
price quotations (bid price for long positions and ask price for short positions), without any deduction for transaction costs. For
financial instruments where there is no active market, the fair value is determined using appropriate valuation techniques. These
techniques include using recent arm’s length market transactions; reference to the current market value of another instrument

which is substantially the same; a discounted cash flow analysis; and other option pricing models.
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Inventories

Inventories are carried at the lower of cost and net realisable value. Cost is calculated on specific identification basis as appropriate
and comprises all costs of purchase and other costs incurred in bringing the inventories to their present location and condition.
Net realisable value is the estimated selling price in the ordinary course of business less the estimated costs of completion and the

estimated costs necessary to make the sale.

Cash and cash equivalents

For the purpose of the consolidated statement of cash flows, cash and cash equivalents comprise cash on hand and demand
deposits, and short term highly liquid investments that are readily convertible into known amounts of cash, are subject to an
insignificant risk of changes in value, and have a short maturity of generally within three months when acquired, less bank

overdrafts which are repayable on demand and form an integral part of the Group’s cash management.

For the purpose of the statements of financial position, cash and cash equivalents comprise cash on hand and at banks, including

term deposits with initial terms of three months or less, which are not restricted as to use.

Income tax
Income tax comprises current and deferred tax. Income tax relating to items recognised outside profit or loss is recognised outside

profit or loss, either in other comprehensive income or directly in equity.

Current tax assets and liabilities for the current and prior periods are measured at the amount expected to be recovered from or
paid to the taxation authorities, based on tax rates (and tax laws) that have been enacted or substantively enacted by the end
of the reporting period, taking into consideration interpretations and practices prevailing in the countries in which the Group

operates.

Deferred tax is provided, using the liability method, on all temporary differences at the end of the reporting period between the tax

bases of assets and liabilities and their carrying amounts for financial reporting purposes.
Deferred tax liabilities are recognised for all taxable temporary differences, except:

. where the deferred tax liability arises from the initial recognition of goodwill or an asset or liability in a transaction that is
not a business combination and, at the time of the transaction, affects neither the accounting profit nor taxable profit or

loss; and

. in respect of taxable temporary differences associated with investments in subsidiaries, associates and joint ventures,
where the timing of the reversal of the temporary differences can be controlled and it is probable that the temporary

differences will not reverse in the foreseeable future.
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Income tax (continued)

Deferred tax assets are recognised for all deductible temporary differences, carryforward of unused tax credits and unused tax
losses, to the extent that it is probable that taxable profit will be available against which the deductible temporary differences, and

the carryforward of unused tax credits and unused tax losses can be utilised, except:

. where the deferred tax asset relating to the deductible temporary differences arises from the initial recognition of an asset
or liability in a transaction that is not a business combination and, at the time of the transaction, affects neither the

accounting profit nor taxable profit or loss; and

. in respect of deductible temporary differences associated with investments in subsidiaries, associates and joint ventures,
deferred tax assets are only recognised to the extent that it is probable that the temporary differences will reverse in the

foreseeable future and taxable profit will be available against which the temporary differences can be utilised.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced to the extent that it
is no longer probable that sufficient taxable profit will be available to allow all or part of the deferred tax asset to be utilised.
Unrecognised deferred tax assets are reassessed at the end of each reporting period and are recognised to the extent that it has

become probable that sufficient taxable profit will be available to allow all or part of the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when the asset is realised
or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted by the end of the

reporting period.

Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists to set off current tax assets against

current tax liabilities and the deferred taxes relate to the same taxable entity and the same taxation authority.

Government grants

Government grants are recognised at their fair value where there is reasonable assurance that the grant will be received and all
attaching conditions will be complied with. When the grant relates to an expense item, it is recognised as income over the periods
necessary to match the grant on a systematic basis to the costs that it is intended to compensate. Where the grant relates to an
asset, the fair value is credited to a deferred income account and is released to the income statements over the expected useful life
of the relevant asset by equal annual instalments or deducted from the carrying amount of the asset and released to the income

statement by way of a reduced depreciation charge.
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2.4

70

Summary of Significant Accounting Policies (continued)
Revenue recognition
Revenue is recognised when it is probable that the economic benefits will flow to the Group and when the revenue can be

measured reliably, on the following bases:

(a) from the sale of goods, when the significant risks and rewards of ownership have been transferred to the buyer, provided
that the Group maintains neither managerial involvement to the degree usually associated with ownership, nor effective

control over the goods sold;
(b) from the rendering of services, on the percentage of completion basis, in the period in which the services are rendered;
(c) rental income, on a time proportion basis over the lease terms;

(d) interest income, on an accrual basis using the effective interest method by applying the rate that discounts the estimated
future cash receipts through the expected life of the financial instrument to the net carrying amount of the financial asset;

and
(e) dividend income, when the shareholders’ right to receive payment has been established.

Vendor rebate
Volume-related vendor rebates are recognised as a deduction from cost of sales on an accruals basis based on the expected

entitlement earned up to the reporting date for each relevant supplier contract.

Rebates relating to items purchased but still held at the reporting date are deducted from the carrying value of these items so that

the cost of inventories is recorded net of applicable rebates.

Employee benefits

The employees of the Group’s subsidiaries which operate in Mainland China are required to participate in a central pension scheme
operated by the local municipal government. These subsidiaries are required to contribute certain percentage of their payroll costs
to the central pension scheme. The contributions are charged to the income statement as they become payable in accordance with

the rules of the central pension scheme.

The Group operates a defined contribution Mandatory Provident Fund retirement benefit scheme (the “MPF Scheme”) under
the Mandatory Provident Fund Schemes Ordinance for those employees who are eligible to participate in the MPF Scheme.
Contributions are made based on a percentage of the employees’ basic salaries and charged to the consolidated income statement
as they become payable in accordance with the rules of the MPF Scheme. The assets of the MPF Scheme are held separately from
those of the Group in an independently administered fund. The Group’s employer contributions vest fully with the employees
when contributed into the MPF Scheme, except for the Group’s employer voluntary contributions, which are refunded to the
Group when the employee leaves employment prior to the contributions vesting fully, in accordance with the rules of the MPF

Scheme.
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2.4

Summary of Significant Accounting Policies (continued)

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, i.e., assets that necessarily
take a substantial period of time to get ready for their intended use or sale, are capitalised as part of the cost of those assets. The
capitalisation of such borrowing costs ceases when the assets are substantially ready for their intended use or sale. Investment
income earned on the temporary investment of specific borrowings pending their expenditure on qualifying assets is deducted
from the borrowing costs capitalised. All other borrowing costs are expensed in the period in which they are incurred. Borrowing

costs consist of interest and other costs that an entity incurs in connection with the borrowing of funds.

Where funds have been borrowed generally, and used for the purpose of obtaining qualifying assets, a capitalisation rate ranging
between 4.33% and 7.45% has been applied to the expenditure on the individual assets.

Dividends
Final dividends proposed by the directors are classified as a separate allocation of retained profits within the equity section of the
statement of financial position, until they have been approved by the shareholders in a general meeting. When these dividends

have been approved by the shareholders and declared, they are recognised as a liability.

Foreign currencies

The financial statements are presented in RMB. Each entity in the Group determines its own functional currency and items
included in the financial statements of each entity are measured using that functional currency. Foreign currency transactions
are initially recorded using the functional currency rates ruling at the dates of the transactions. Monetary assets and liabilities
denominated in foreign currencies are retranslated at the functional currency rates of exchange ruling at the end of the reporting
period. All differences are taken to the income statement. Non-monetary items that are measured in terms of historical cost in a
foreign currency are translated using the exchange rates at the dates of the initial transactions. Non-monetary items measured at

fair value in a foreign currency are translated using the exchange rates at the date when the fair value was determined.

The functional currencies of the Company and certain overseas subsidiaries are currencies other than RMB. As at the end of the
reporting period, the assets and liabilities of these entities are translated into the presentation currency of the Company at the
exchange rates ruling at the end of the reporting period, and their income statement are translated into RMB at the weighted
average exchange rates for the year. The resulting exchange differences are recognised in other comprehensive income and
accumulated in the exchange fluctuation reserve. On disposal of a foreign operation, the component of other comprehensive

income relating to that particular foreign operation is recognised in the income statement.

For the purpose of the consolidated statement of cash flow, the cash flows of the Company and certain overseas subsidiaries
are translated into RMB at the exchange rates ruling at the dates of the cash flows. Frequently recurring cash flows of overseas

subsidiaries which arise throughout the year are translated into RMB at the weighted average exchange rates for the year.
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Significant Accounting Judgements and Estimates

The preparation of the Group’s financial statements requires management to make judgements, estimates and assumptions that
affect the reported amounts of revenues, expenses, assets and liabilities, and the disclosure of contingent liabilities, at the end
of reporting period. However, uncertainty about these assumptions and estimates could result in outcomes that could require a
material adjustment to the carrying amounts of the assets or liabilities affected in the future.

Judgements
In the process of applying the Group’s accounting policies, management has made the following judgements, apart from those
involving estimations, which have the most significant effect on the amounts recognised in the financial statements:

Deferred tax assets

Deferred tax assets are recognised for all deductible temporary differences and unused tax losses to the extent that it is probable
that taxable profit will be available against which the losses can be utilised. Significant management judgement is required to
determine the amount of deferred tax assets that can be recognised, based upon the likely timing and level of future taxable profits
together with future tax planning strategies. The carrying values of deferred tax assets recognised were RMB8,785,000 (2009:
RMB4,532,000) as at 31 December 2010. More details are given in Note 32(b).

Estimation uncertainty
The key assumptions concerning the future and other key sources of estimation uncertainty at the end of the reporting period, that
have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial

year, are discussed below.

Impairment of goodwill

The Group determines whether goodwill is impaired at least on an annual basis. This requires an estimation of the value in use of
the cash-generating units to which the goodwill is allocated. Estimating the value in use requires the Group to make an estimation
of the expected future cash flows from the cash-generating units and also to choose a suitable discount rate in order to calculate
the present value of those cash flows. The carrying amounts of goodwill were RMB790,947,000 (2009: RMB200,492,000) as at 31
December 2010. More details are given in Note 18.

Impairment of non-financial assets (other than goodwill)

The Group assesses whether there are any indicators of impairment for all non-financial assets at each reporting date. Indefinite
life intangible assets are tested for impairment annually and at other times when such an indicator exists. Other non-financial
assets are tested for impairment when there are indicators that the carrying amounts may not be recoverable. When value in use
calculations are undertaken, management must estimate the expected future cash flows from the asset or cash-generating unit and
choose a suitable discount rate in order to calculate the present value of those cash flows.

Impairment of available-for-sale financial assets

The Group classifies certain assets as available for sale and recognises movements of their fair values in equity. When the fair value
declines, management makes assumptions about the decline in value to determine whether there is an impairment that should
be recognised in the income statement. At 31 December 2010, no impairment losses have been recognised for available-for-sale

assets.

Useful lives of intangible assets

The intangible assets are depreciated on a straight-line basis by taking into account the residual value. The Group reviews the
estimated useful lives periodically to determine the related amortisation charges for its intangible assets. The estimation is based
on the historical experience of the actual useful lives of intangible assets of similar nature and functions, with consideration of
market condition. Management will increase the amortization charges when useful lives become shorter than previously estimated.
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4.

Operating Segment Information
The Group is engaged in the principal business of the sale and service of motor vehicles. For management purposes, the Group
operates in one business unit based on its products, and has one reportable segment which is the sale of motor vehicles and the

provision of related services.
No operating segments have been aggregated to form the above reportable operating segment.

Information about geographical area
Since over 90% of the Group’s revenue and operating profit were generated from the sale and service of motor vehicles in Mainland
China and over 90% of the Group’s identifiable assets and liabilities were located in Mainland China, no geographical segment

information is presented in accordance with HKFRS 8 Operating Segments.

Information about major customers
Since none of the Group’s sales to a single customer amounted to 10% or more of the Group’s revenue during the year, no major

customers segment information is presented in accordance with HKFRS 8 Operating Segments.

Revenue, Other Income and Gains, Net
(a) Revenue:

2010 2009

RMB’000 RMB’000

Revenue from the sale of motor vehicles 21,936,868 12,466,358
Others 2,106,039 1,255,827
24,042,907 13,722,185
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5. Revenue, Other Income and Gains, Net (continued)
(b) Other income and gains, net:

2010 2009
RMB’000 RMB’000
Commission income 113,614 46,535
Advertisement support received from
motor vehicle manufacturers 18,225 3,120
Rental income 782 2,682
Interest income 27,199 10,100
Government grants 4,783 141
Net gain on disposal of property, plant and equipment 69,685 3,933
Net gain on disposal of land use rights 46,009 -
Gain on disposal of a subsidiary 6,789 -
Gain on disposal of held-to-maturity investments 299 -

Fair value gains, net:

Financial assets at fair value through profit or loss

- listed equity investments held for trading 4,066 -

- equity linked notes 2,110 -
Others 28,218 2,692
321,779 69,203

74 Zhongsheng Group Holdings Limited Annual Report 2010
F-111



Notes to the Financial Statements (Continued)

6. Profit Before Tax
The Group'’s profit before tax is arrived at after charging/(crediting):

@)

(b)

()

Employee benefit expense
(including directors’ remuneration (note9))

Wages and salaries
Pension scheme contributions
Other welfare

Cost of sales and services:

Cost of sales of motor vehicles
Others

Other items

Depreciation and impairment of property, plant and equipment
Amortisation of land use rights
Amortisation of intangible assets
Auditors’ remuneration
Lease expenses
Advertisement expenses
Office expenses
Logistics expenses
Business promotion expenses
(Reversal)/provision for impairment of trade receivables and
other receivables
Net gain on disposal of property, plant and equipment
Net gain on disposal of land use rights
Gain on disposal of a subsidiary
Gain on disposal of held-to-maturity investments
Fair value gains, net:
Financial assets at fair value through profit or loss
- listed equity investments held for trading
- equity linked note

2010

RMB’000

2009
RMB’000

399,516 142,415
55,318 24,816
27,966 13,027

482,800 180,258

20,674,431 11,843,413
1,075,750 699,349
21,750,181 12,542,762
109,508 67.765
9,223 7.036
34,306 13,352
5,000 4,000
33,325 20,184
83,796 37.202
64,375 30.822
36,821 9,664
73,787 26,723
(485) 7

(69,685) (3.933)

(46,009) -
(6,789) -

(299) -
(4,066) -
(2,110) -
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7.

8.

76

Finance Costs

2010 2009
RMB’000 RMB’000
Interest expense on bank borrowings wholly repayable within five years 212,487 76,877
Interest expense on other borrowings 25,938 3,811
Less: Interest capitalised (11,508) -
226,917 80,688
Tax
(a) Taxinthe consolidated income statements represents:

2010 2009

RMB’000 RMB’000

Current Mainland China corporate income tax 297,200 151,898
Current Hong Kong corporate income tax 1,924 -
Deferred tax (Note 32(b)) 2,500 21,803
301,624 173,701

Pursuant to Section 6 of the Tax Concessions Law (1999 Revision) of the Cayman Islands, the Company has obtained
an undertaking from the Governor-in-Council that no law which is enacted in the Cayman Islands imposing any tax to be

levied on profits or income or gain or appreciation shall apply to the Company or its operations.

The subsidiaries incorporated in the BVI are not subject to income tax as such subsidiaries do not have a place of business

(other than a registered office only) or carry on any business in the BVI.

Hong Kong profits tax has been provided at the rate of 16.5% (2009: 16.5%) on the estimated assessable profits arising in
Hong Kong during the year.

The National People’s Congress approved the Corporate Income Tax Law of the People’s Republic of China (the “new CIT
Law”) on 16 March 2007 and the State Council has announced the Detailed Implementation Regulations on 6 December
2007, which has been effective since | January 2008. According to the new CIT Law, the income tax rates for both

domestic and foreign investment enterprises are unified at 25% effective from | January 2008.

Certain subsidiaries of the Group enjoyed preferential CIT rates which were lower than 25% during the reporting period as

approved by the relevant tax authorities or operated in designated areas with preferential CIT policies in the PRC.
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8. Tax (continued)
(b) Reconciliation between tax expense and accounting profit at applicable tax rates:

A reconciliation of the tax expense applicable to profit before tax using the applicable rates for the regions in which the

Company and its subsidiaries are domiciled to the tax expense at the effective tax rates is as follows:

2010 2009

RMB’000 RMB’000

Profit before tax 1,383,997 666,704
Tax at applicable tax rate (25%) 345,999 166,676
Tax effect of non-deductible expenses 3,564 2,634
Income not subject to tax (28,494) -
Profits attributable to jointly-controlled entities (2,049) (1,814)
Effect of tax concessions obtained (17,396) (17,521)

Effect of withholding tax at 5% on the distributable profits of

the Group’s subsidiaries of Mainland China - 23,726

Tax charge 301,624 173,701

9. Directors’ Remuneration
Directors’ remuneration for the year, disclosed pursuant to the Listing Rules and Section 161 of the Hong Kong Companies

Ordinance, is as follows:

Year ended 31 December 2010
Contributions
Salaries, to defined

allowances contribution

and other  Discretionary retirement

Directors’ fees benefits bonuses schemes
RMB’000 RMB’000 RMB’000 RMB’000

Executive directors

— Mr. Li Guogiang - 3,158 - 51 3,209
— Mr. Huang Vi - 2,251 - 10 2,261
- Mr. Yu Guangming - 1,379 - 55 1,434
- Mr. Du Qingshan - 1,385 - 39 1,424

Independent non-executive

directors
- Mr. Shigeno Tomihei - 216 - - 216
- Mr. Ng Yuk Keung - 216 - - 216
— Mr. Shen Jinjun - 216 - - 216

- 8,821 - 155 8,976

Annual Report 2010 Zhongsheng Group Holdings Limited 7
F-114



Notes to the Financial Statements (Continued)

9. Directors’ Remuneration (continued)

Year ended 31 December 2009
Contributions
Salaries, to defined

allowances contribution

and other Discretionary retirement

Directors’ fees benefits bonuses schemes Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Executive directors

— Mr. Li Guogiang - 2,530 - 48 2,578
- Mr. Huang i - 2,289 - I 2,300
- Mr. Yu Guangming - 120 - 46 166
— Mr. Du Qingshan - 326 - 35 361

- 5,265 - 140 5,405

There was no arrangement under which a director waived or agreed to waive any remuneration during the year.

No emoluments were paid to the non-executive director of the Company during year.

10. Five Highest Paid Individuals
The five highest paid employees during the year included four (2009: two) directors, details of whose remuneration are set out in

Note 9 above. Details of the remuneration of the remaining one (2009: three) non-director, highest paid employees for the year are

as follows:

2010 2009

RMB’000 RMB’000

Salaries, bonuses, allowances and benefits in kind 1,385 1,412
Pension scheme contributions 39 8l
1,424 1,493

The number of non-director, highest paid employees whose remuneration fell within the following bands is as follows:

Number of employees

2010 2009

Nil to RMB 1,000,000 - 3
RMB 1,000,001 to RMB 1,500,000 1 -
1 3
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12.

DIVIDENDS

2010 2009

RMB’000 RMB’000

Proposed final — HK$0.12 (2009: Nil) (approximately RMBO. [0) per ordinary share 192,765 -

The proposed final dividend for the year is subject to the approval of the Company's shareholders at the forthcoming annual
general meeting.

Earnings Per Share Attributable to Ordinary Equity Holders of the Parent

Basic earnings per share is calculated by dividing the profit attributable to the equity holders of the parent by the weighted average
number of shares in issue, during the year 2010 and 2009, respectively.

Earnings

2010 2009

RMB’000 RMB’000

Profit attributable to ordinary equity holders of the parent 1,031,190 470,881
Shares

Weighted average number of ordinary shares in issue during the year 1,828,281,202 1,559,992,795

The weighted average number of shares used to calculate the basic earnings per share in 2009 includes the pro forma issued share
capital of the Company of 1,559,992,795 shares, comprising the 100,000 shares of the Company issued on incorporation; and
the 1,559,892,795 shares of the Company issued as consideration for the acquisition of subsidiaries now comprising the Group

pursuant to the Reorganisation (Note 1), on the assumption that the shares had been issued on | January 2009.

The weighted average number of shares used to calculate the basic earnings per share for the year of 2010 includes the weighted
average of 348,488,500 shares issued in connection with the Company’s IPO and over-allotment option as defined in the

Prospectus, in addition to the aforesaid 1,559,992,795 ordinary shares.
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13.

80

Earnings Per Share Attributable to Ordinary Equity Holders of the Parent (continued)

Earnings per share

Basic 0.56 0.30

Diluted 0.56 0.30

No adjustment has been made to the basic earnings per share amounts presented in 2010 and 2009 in respect of a dilution as the

Group had no potentially dilutive ordinary shares in issue during 2010 and 2009.

Profit Attributable to Owners of the Parent
The consolidated profit attributable to equity holders of the parent for the year ended 31 December 2010 includes a profit of
RMB9,609,000 which has been dealt with in the financial statements of the Company (Note 34).
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14. Property, Plant and Equipment

Leasehold Furniture
improve-  Plant and and Motor Construction

Buildings ments  machinery fixtures vehicles in progress Total
RMB'000  RMB'000  RMB'000  RMB’000  RMB'000  RMB'000  RMB’000

Cost:
At | January 2010 665,285 16,813 90,402 73,360 128,134 116,222 1,090,716
Exchange realignment - (26) - 7) (64) - 97)
Additions 43,157 14,881 31,045 35,688 222,239 289,161 636,171
Acquisition of subsidiaries (Note 35) 272,684 143,759 41,424 33,521 124,725 7,171 623,284
Transfer 252,047 - 3,756 463 - (256,266) -
Disposals (50.470) (5319) (1,672) (5,040) (58,097) (299 (120627)
Disposal of a subsidiary (Note 36) - - (2310) (862) (515) - (3.687)
At 31 December 2010 1,182,703 170,108 162,645 137,623 416,422 156,259 2,225,760

Accumulated depreciation and impairment:

At | January 2010 121,549 8,146 35,503 35,869 51,270 - 252,337

Exchange realignment - 3) - (1 (10) - (14)

Depreciation and impairment

provided during the year 42,045 8,269 10,396 15,240 33,558 - 109,508

Acquisition of subsidiaries (Note 35) 30,489 26,173 14,836 16,425 25,248 - 13,771

Disposals (11,777) (54) (1,460) (4,038) (19,141) - (36.470)

Disposal of a subsidiary (Note 36) - - (1,531) (403) (147) - (2,081)

At 31 December 2010 182,306 43,131 57,744 63,092 90,778 - 437,051
Net book amount:

At 31 December 2010 1,000,397 126,977 104,901 74,531 325,644 156,259 1,788,709
Cost:

At | January 2009 477393 10,193 56,084 46,185 95,436 24,606 709,897

Exchange realignment - (1 - - ) - (4)

Additions 18,170 2,080 16,155 17,118 41,356 124,114 218,993

Acquisition of subsidiaries 124,070 5,574 20,768 11,542 23,557 14,759 200,270

Transfer 46,977 - - 280 - (47,257) -

Disposals (1,325) (1,033) (2,605) (1,265) (32,212) - (38,440)

At 31 December 2009 665,285 16,813 90,402 73,360 128,134 116,222 1,090,716
Accumulated depreciation and impairment:

At | January 2009 77,385 3,876 23,176 19,248 37433 - 161,118

Exchange realignment - - - - (1) - (1

Depreciation and impairment provided

during the year 29,145 4171 6,048 11,481 16,914 - 67,765

Acquisition of subsidiaries 15,046 1,063 8,597 5,446 8,588 - 38,740

Disposals (27) (970) (2318) (306) (11,664) - (15,285)

At 31 December 2009 121,549 8,146 35,503 35,869 51,270 - 252,337
Net book amount:

At 31 December 2009 543,736 8,007 54,899 37,991 76,364 116,222 838,379
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14. Property, Plant and Equipment (continued)
As at 31 December 2010, the application for the property ownership certificates of certain buildings with a net book amount of
approximately RMB550,2 11,000 (2009: RMB231,844,000) was still in progress.

As at 31 December 2010, certain of the Group’s buildings with aggregate net book amount of approximately RMB89,734,000 (2009:
RMB79,610,000) was pledged as security for the Group’s bank borrowings (Note 28(a)).

15. Land Use Rights

2010 2009
RMB’000 RMB’000
Cost:
At the beginning of the year 447,579 272,634
Additions 222,719 104,007
Acquisition of subsidiaries (Note 35) 82,547 70,938
Disposals (15,943) -
At the end of the year 736,902 447,579
Amortisation:
At the beginning of the year 24,680 15,647
Charge for the year 9,223 7,036
Acquisition of subsidiaries (Note 35) 3,547 1,997
Disposals (1,198) -
At the end of the year 36,252 24,680
Net book value:
At the end of the year 700,650 422,899
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15.

16.

Land Use Rights (continued)
The lease prepayments of the Group represent the cost of the Group’s land use rights in respect of land located in Mainland China.

The remaining periods of the land use rights of the Group are from 25 to 47 years.

As at 31 December 2010, certain of the Group’s land use rights with an aggregate net book value of approximately RMB87,165,000
(2009: RMB41,655,000) were pledged as security for the Group’s bank borrowings (Note 28(a)).

As at 31 December 2010, the Group had yet to obtain the legal title of certain land use rights in Mainland China subject to certain

administrative procedures to be completed by the Group and the local government authorities. The net book value of these land
use rights as at 31 December 2010 amounted to RMB 173,401,000 (2009: RMB219,748,000).

PREPAYMENTS
2009
RMB’000
Prepaid lease for land 15,005 2,952
Prepayment for land use rights 350,277 -
Prepaid lease for buildings 33,101 13,119
Prepayments for potential acquisitions 305,402 40,200
703,785 56,271
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17. Intangible Assets

Dealership Customer  Favourable Club
Software agreements relationships contract memberships Total
RMB'000 RMB’000 RMB’000 RMB’000 RMB’000 RMB'000
Cost:
At | January 2010 14,935 216,595 47,181 - - 278,711
Exchange realignment (14) - - - - (14)
Additions 2,981 - - - 2474 5455
Acquisition of subsidiaries (Note 35) 2,786 876,280 276,650 2,890 - 1,158,606
Disposals (31 - - - - (31
Disposal of a subsidiary (Note 36) (28) (1,150) (510) - - (1,688)
At 31 December 2010 20,629 1,091,725 323,321 2,890 2,474 1,441,039
Accumulated amortisation:
At | January 2010 4,061 15,826 4,192 - - 24,079
Exchange realignment 9) - - - - (9)
Amortisation provided during the year 2,487 25,628 6,094 40 57 34,306
Acquisition of subsidiaries (Note 35) 525 - - - - 525
Disposals (31) - - - - (31)
Disposal of a subsidiary (Note 36) (27) (64) (89) - - (180)
At 31 December 2010 7,006 41,390 10,197 40 57 58,690
Net book value:
At 31 December 2010 13,623 1,050,335 313,124 2,850 2,417 1,382,349
Cost:
At | January 2009 9,756 80,323 19,282 - - 109,361
Exchange realignment (n - - - - (n
Additions 4,645 - - - - 4,645
Acquisition of subsidiaries 535 136,272 27,899 - - 164,706
At 31 December 2009 14,935 216,595 47,181 - - 278,711
Accumulated amortisation:
At | January 2009 1,550 5,475 1,775 - - 8,800
Amortisation provided during the year 2,217 8,718 2417 - - 13,352
Acquisition of subsidiaries 294 1,633 - - - 1,927
At 31 December 2009 4,061 15,826 4,192 - - 24,079
Net book value:
At 31 December 2009 10,874 200,769 42,989 - - 254,632
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17.

18.

Intangible Assets (continued)
The Group’s principal identifiable intangible assets represent dealership agreements in Mainland China with various vehicle
manufacturers and customer relationships acquired from third parties. The dealership agreements do not include a specified

contract period or termination arrangement. The customer relationships and dealership agreements are amortised over |5 years and

20 years, respectively, which are management’s best estimation of their useful lives.

Goodwill
2010 2009
RMB’000 RMB’000
At the beginning of the year 200,492 76,566
Acquisition of subsidiaries (Note 35) 593,117 123,926
Disposal of a subsidiary (Note 36) (2,662) -
At the end of the year 790,947 200,492

Impairment testing of goodwill
The goodwill comprises the fair value of expected business synergies arising from the acquisitions, which is not separately

recognised.

The recoverable amount of each cash-generating unit has been determined based on a value in use calculation using cash flow
projections based on financial budgets covering a five-year period approved by senior management. No growth has been projected

beyond the five years. The discount rate applied to the cash flow projections beyond the one-year period is 17%.

Key assumptions used in the value in use calculation

The following describes the key assumptions of the cash flow projections.

Sale and service of motor vehicles revenue — the bases used to determine the future earnings of sale and service of motor vehicles

are the historical sales and the average growth rate of similar 4S stores of the Group over the last two years.

Operating expenses — the bases used to determine the values assigned are cost of inventories, staff costs, depreciation,
amortisation and other operating expenses. The values assigned to the key assumption reflect past experience and management’s

commitment to maintain its operating expenses at an acceptable level.
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19. Interests in Jointly-Controlled Entities

2010 2009

RMB’000 RMB’000

Share of net assets 46,894 38,699

EFF AL MmAEHEREBR AR (Xiamen Zhongsheng Toyota Automobile Sales & Services Co., Ltd. “Xiamen
Zhongsheng”) and A ZEe e/ RBE AR (KiE#E) BBR/ZAF] (Zhongsheng Tacti Automobile Services (Dalian) Co., Ltd.

“Zhongsheng Tacti”) are jointly-controlled entities of the Group and are considered to be related parties of the Group.

(a) Particulars of jointly-controlled entities

Place and date of Authorised Percentage of
incorporation/ registered/paid-in/ Ownership Voting Profit  Principal
Jointly-controlled entity  registration issued capital interest power sharing  activities
Xiamen Zhongsheng Xiamen, the PRC, 2002 RMB12,000,000 50% 50% 50%  Sale and service of
motor vehicles
Zhongsheng Tacti Dalian, the PRC, 2009 RMB20,540,000 50% 50% 50%  Service of motor
vehicles

(b) The following table illustrates the summarised financial statements of the Group’s jointly-
controlled entities shared by the Group:

2009

RMB'000

Share of the jointly-controlled entities” assets and liabilities:

Non-current assets 4,080 2,880
Current assets 66,262 63,730
Current liabilities (23,448) (27,911)
Net assets 46,894 38,699
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19.

20.

Interests in Jointly-Controlled Entities (continued)
(b) The following table illustrates the summarised financial statements of the Group’s jointly-
controlled entities shared by the Group: (continued)

Share of the jointly-controlled entities’ results:

2010 2009

RMB’000 RMB’000

Income 275,057 221,594
Expenses (264,069) (212,372)
Tax (2,793) (1,968)

Profit for the year 8,195 7,254

Available-For-Sale Investments

Group Company
2010 2009 2010 2009
RMB’000 RMB’000 RMB’000 RMB’000
Unlisted equity investments, at cost 200 100 - -
Corporate bonds, at fair value 178,094 - 178,094 -
178,294 100 178,094 -

The unlisted equity investments in Dalian Mingshi Cheyuan Exhibiting Co., Ltd. and Tianjin Beifang Automobile Exchange Market
Co., Ltd. (two unlisted companies with registered capital of RMB510,000 and RMB 1,000,000, respectively) were designated as
available-for-sale financial assets. The investments were stated at cost because the investments do not have a quoted market price

in an active market and, in the opinion of the Directors, the fair value estimate can not be measured reliably.

The corporate bonds investments are all listed bonds, with fixed payments amounting to US dollars (US$) 26,000,000. The bonds
earn interest at rates ranging from 6.125% to 9.750% per annum.
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2].

22,

88

Inventories

2010 2009

RMB’000 RMB’000

Motor vehicles 3,169,476 880,753
Spare parts 276,636 128,294
Others 6,934 15,193
3,453,046 1,024,240

As at 31 December 2010, certain of the Group’s inventories with a carrying amount of approximately RMB71 1,358,000 (2009:
RMB76,735,000) were pledged as security for the Group’s bank loans and other borrowings (Note 28(a)).

As at 31 December 2010, certain of the Group’s inventories with a carrying amount of approximately RMB502,918,000 (2009:
RMB221,427,000) were pledged as security for the Group’s bills payable.

Trade Receivables

2010 2009

RMB’000 RMB’000

Trade receivables 285,183 87,054
Impairment (232) (290)

284,951 86,764

The Group seeks to maintain strict control over its outstanding receivables and has a credit control department to minimise
credit risk. Overdue balances are reviewed regularly by senior management. In view of the aforementioned and the fact that the
Group’s trade receivables relate to a large number of diversified customers, there is no significant concentration of credit risk. Trade

receivables are non-interest-bearing.
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22. Trade Receivables (continued)

An aged analysis of the trade receivables as at the end of the reporting period (based on the invoice date) is as follows:

2010 2009

RMB’000 RMB’000

Within 3 months 263,126 76,885
More than 3 months but less than | year 18,855 9,692
Over | year 2,970 187
284,951 86,764

An aged analysis of the trade receivables that are not considered to be impaired is as follows:

2010 2009

RMB’000 RMB’000

Neither past due nor impaired 281,981 86,577
Over one year past due 2,970 187
284,951 86,764

Receivables that were neither past due nor impaired relate to a large number of diversified customers for whom there was no recent

history of default.

Receivables that were past due but not impaired relate to a number of independent customers that have a good track record with
the Group. Based on past experience, the directors are of the opinion that no provision for impairment is necessary in respect of
these balances as there has not been a significant change in credit quality and the balances are still considered fully recoverable.

The Group does not hold any collateral or other credit enhancements over these balances.

The movements in provision for impairment of trade receivables are as follows:

2010 2009
RMB’000 RMB’000
At the beginning of the year 290 490
Impairment losses recognised 2 37
Acquisition of subsidiaries 138 138
Amounts written off as uncollectible (16) (338)
Impairment losses reversed (182) (37)
At the end of the year 232 290
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23. Prepayments, Deposits and Other Receivables

2010 2009
RMB’000 RMB’000
Prepayments and deposits to suppliers 1,680,213 907,339
Deposits paid for acquisition of land use rights 53,800 51,580
Advances to certain companies to be acquired 78,000 -
Vendor rebate receivables 389,113 73,266
VAT recoverable (i) 183,992 17,972
Receivables on disposal of subsidiaries 21,264 14,817
Prepayment related to the listing of the
Company’s shares - 8,719
Receivables on disposal of property, plant and equipment 50,420 -
Receivables on disposal of land use rights 54,465 -
Interest receivables of available-for-sale investments 3,371 -
Others 100,482 39,493
2,615,120 1,113,186
Note:
(i) The Group’s sales of motor vehicles are subject to Mainland China Value Added Tax (“VAT"). Input VAT on purchases can be deducted

from output VAT payable. The VAT recoverable is the net difference between output and deductible input VAT. The applicable tax rate
for domestic sales of the Group is 17%.

The financial assets included in the above balances relate to receivables for which there was no recent history of default and none

of them is past due.

2010 2009

RMB’000 RMB’000

Prepayments, deposits, and other receivables 2,615,135 1,113,657
Impairment (15) (471)
2,615,120 1,113,186
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23.

24,

Prepayments, Deposits and Other Receivables (continued)

The movements in provision for impairment of prepayments, deposits and other receivables are as follows:

2010 2009

RMB’000 RMB’000

At the beginning of the year 471 151
Impairment losses recognised 8 7
Acquisition of subsidiaries - 313
Amounts written off as uncollectible (151) -
Impairment losses reversed (313) -
At the end of the year 15 471

Financial Assets at Fair Value Through Profit or Loss

Group and Company

2010 2009
RMB’000 RMB’000
Listed equity investments — Hong Kong (1) 40,113 -
Equity linked note (2) 43,256 -
83,369 -

(@] The above equity investments at 31 December 2010 were classified as held for trading, upon initial recognition, designated

)

by the Group as financial assets at fair value through profit or loss.

The equity linked note was a two-month HK$ monthly callable bullish daily accrual note due in January 2011 and its
redemption was linked to the ordinary H shares of China Life Insurance Co., Ltd. The equity investment was designated

by the Group as financial assets at fair value through profit or loss upon initial recognition.
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25. Pledged Bank Deposits

2010 2009

RMB’000 RMB’000

Deposits pledged with banks as collateral against credit facilities
granted by the banks 1,029,932 382,929

Pledged bank deposits earn interest at interest rates stipulated by the respective financial institutions. Included in pledged bank

deposits at the end of the reporting period are the following amounts denominated in a currency other than the RMB:

2010 2009

RMB’000 RMB'000

HK$ - 12,327

26. Cash in Transit

2010 2009

RMB’000 RMB'000

Cash in transit 140,852 44,542

Cash in transit represents the sales proceeds settled by credit cards, which have yet to be credited to the Group by the banks.

27. Cash and Cash Equivalents

2010 2009

RMB’000 RMB’000

Cash and bank balances 2,670,952 828,980
Short term deposits 318,766 201,980
Cash and cash equivalents 2,989,718 1,030,960

As at 31 December 2010, the cash and bank balances and short term deposits of the Group denominated in a currency other than
RMB amounted to RMB220,498,000 (2009: RMB56,287,000). The RMB is not freely convertible into other currencies, however,
under Mainland China’s Foreign Exchange Control Regulations and Administration of Settlement, Sale and Payment of Foreign
Exchange Regulations, the Group is permitted to exchange RMB for other currencies through banks authorised to conduct foreign

exchange business.

Cash at banks earns interest at floating rates based on daily bank deposit rates. Short term time deposits are made for varying
periods of between one day and three months depending on the immediate cash requirements of the Group, and earn interest at
the respective short term time deposit rates. The bank balances and short term deposits are deposited with creditworthy banks

with no recent history of default.

92 Zhongsheng Group Holdings Limited Annual Report 2010
F-129



Notes to the Financial Statements (Continued)

28. Bank Loans and Other Borrowings

2010 2009
Effective Effective
interest rate interest rate
(%) RMB’000 (%) RMB’000
Current bank borrowings 4-9 4,488,969 4-7 1,597,699
Other borrowings 5-8 435,486 5-7 199,450
4,924,455 1,797,149

Bank borrowings and other borrowings representing:

2010 2009

RMB’000 RMB’000

- secured (a) 859,384 117,076
- entrusted 20,000 30,000
- guaranteed (b) 1,182,000 448,500
- unsecured 2,863,071 1,201,573
4,924,455 1,797,149

The maturity of bank loans and other borrowings at the end of the reporting period were less than one year.

(a) Certain of the Group’s bank loans are secured by:

(i) mortgages over the Group’s land use rights situated in Mainland China, which had an aggregate carrying amount
of approximately RMB87, 165,000 (2009: RMB41,655,000) as at 31 December 2010;

(ii) mortgages over the Group’s buildings, which had an aggregate carrying amount of approximately RMB89,734,000
(2009: RMB79,610,000) as at 31 December 2010; and

(iii) mortgages over the Group’s inventories, which had an aggregate carrying amount of approximately
RMB711,358,000 (2009: RMB76,735,000) as at 31 December 2010, respectively.

(b) Certain of the Group’s bank loans which amounted to RMB1,127,000,000 (2009: RMB382,500,000) were guaranteed by
the Controlling Shareholder as at 31 December 2010. The other borrowings which amounted to RMB55,000,000 (2009:
RMB66,000,000) were guaranteed by three third parties as at 31 December 2010.
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29. Trade and Bills Payables

Trade payables

Bills payable

Trade and bill payables

2010 2009
RMB’000 RMB’000
269,480 111,976
2,715,027 981,037
2,984,507 1,093,013

An aged analysis of the trade and bills payables as at the end of reporting period, based on the invoice date, is as follows:

Within 3 months
3 to 6 months
6 to 12 months

Over 12 months

The trade and bills payables are non-interest-bearing.

30. Other Payables and Accruals

Payables for purchase of property, plant and
equipment and land use rights

Advances and deposits from distributors

Advances from customers

Payables for purchase of equity interests
from third parties

Staff payroll and welfare payables

Others
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2010 2009
RMB’000 RMB'000
2,370,683 1,080,587
529,650 11,383
78,527 648
5,647 395
2,984,507 1,093,013

2010

RMB’000

2009
RMB’000

107,255 27,088
60,230 14,032
649,624 148,134
25,987 35,283
25,675 19,282
85,625 33,883
954,396 277,702
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31.

32.

Employee Retirement Benefits

In compliance with the Mandatory Provident Fund Schemes Ordinance (the “MPF Ordinance”), the Company has participated in
an MPF scheme, which is a defined contribution scheme managed by an independent trustee, to provide retirement benefits to its
Hong Kong employees. Contributions to the MPF scheme are made in accordance with the statutory limits prescribed by the MPF

Ordinance.

As stipulated by the People’s Republic of China (the “PRC") state regulations, the subsidiaries in Mainland China participate in a
defined contribution retirement scheme. All employees are entitled to an annual pension equal to a fixed proportion of the average
basic salary amount of the geographical area of their last employment at their retirement date. The Mainland China subsidiaries
are required to make contributions to the local social security bureau at 10% to 22% (2009: 10% to 22%) of the previous year’s
average basic salary amount of the geographical area where the employees are under employment with the Mainland China

subsidiaries.

The Group has no obligation for the payment of pension benefits beyond the annual contributions as set out above.

According to the relevant rules and regulations of the PRC, the Mainland China subsidiaries and their employees are each required
to make contributions to an accommodation fund at 7% to 12% (2009: 7% to 10%) of the salaries and wages of the employees
which is administered by the Public Accumulation Funds Administration Centre. There is no further obligation on the part of the
Group except for such contributions to the accommodation fund.

As at 31 December 2010, the Group had no significant obligation apart from the contributions as stated above.

Income Tax Payable and Deferred Tax

(a) The movements in income tax payable during the year are as follows:

2010 2009

RMB’000 RMB’000

At the beginning of the year 60,012 27,733
Provision for current tax for the year 299,124 151,898
Current tax paid (170,975) (119,619)
At the end of the year 188,161 60,012
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32. Income Tax Payable and Deferred Tax (continued)

(b) Deferred tax assets and liabilities recognised:

The components of deferred tax assets/(liabilities) recognised in the consolidated statement of financial position and the

movements during the year are as follows:

Deferred tax assets:

Losses available for

offset against future

taxable profits (0]/,1113 Total

RMB’000 RMB’000 RMB’000

At lJanuary 2010 4,208 324 4,532
Deferred tax arising from acquisition of

subsidiaries (Note 35) 9,741 1,059 10,800

Deferred tax recognised in the consolidated

income statement during the year

(Note 8(a)) (6,437) (110) (6,547)
At 31 December 2010 7,512 1,273 8,785
At January 2009 3,084 48 3,132
Deferred tax arising from acquisition of

subsidiaries 2,432 - 2,432
Deferred tax recognised in the consolidated

income statement during the year (1,308) 276 (1,032)
At 31 December 2009 4,208 324 4,532
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32. Income Tax Payable and Deferred Tax (continued)
(b) Deferred tax assets and liabilities recognised (continued)

Deferred tax liabilities:

Change in
Fair value Changein fair value of
adjustment the fair value financial assets

arising from  of available-  at fair value Capitalisation

acquisition of for-sale through profit of interest ~ Withholding

subsidiaries  investments or loss expenses tax Total
RMB’000 RMB”'000 RMB’000 RMB’000 RMB’000 RMB’000

At | January 2010 69,162 - - - 35,383 104,545
Deferred tax arising from acquisition
of subsidiaries (Note 35) 304,567 - - - 17417 321,984

Deferred tax recognised in the

consolidated income statement

during the year (Note 8(a)) (8,505) - 1,581 2,877 - (4,047)
Deferred tax recognised in the

consolidated statement of

comprehensive income during

the year - 492 - - - 492
Disposal of a subsidiary (Note 36) (377) - - - - (377)
As 31 December 2010 364,847 492 1,581 2,877 52,800 422,597
At | January 2009 22,181 . - - 11,657 33,838
Deferred tax arising from acquisition

of subsidiaries 49,936 - - - - 49,936

Deferred tax recognised in the
consolidated income statement
during the year (2,955) - - - 23,726 20,771

As 31 December 2009 69,162 - - - 35,383 104,545

Pursuant to the PRC Corporate Income Tax Law, a 10% withholding tax is levied on dividends declared to foreign
investors from the PRC effective from | January 2008. A lower withholding tax rate may be applied if there is a tax
arrangement between the PRC and the jurisdiction of the foreign investors. For the Group, the applicable rate is 5%. On
22 February 2008, Caishui (2008) No. | was promulgated by the tax authorities to specify that dividends declared and

remitted out of the PRC from the retained earnings as at 31 December 2007 are exempted from the withholding tax.

In the opinion of the directors, it is not probable that the Group’s subsidiaries established in Mainland China will,
in the foreseeable future, distribute earnings with an aggregated amount of temporary differences of approximately
RMB967,490,000 (2009: Nil) associated with investments in these subsidiaries for which deferred tax liabilities have not

been recognised as at 31 December 2010.
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33. Share Capital

2010

Shares HK$’000
Authorised:

1,000,000,000,000 shares of HK$0.0001 each 100,000

Issued and fully paid
1,908,481,295 shares of HK$0.0001 each 191

Equivalent to RMB’000 168

A summary of the transaction in the Company’s issued share capital is as follows:

Number of Equivalent
issued and Nominal nominal
fully paid value of Share value of Equivalent Equivalent
ordinary shares ordinary shares premium ordinary shares share premium total
HK$’000 HK$’000 RMB’000 RMB’000 RMB’000
On incorporation 100,000 - - - - -
Issue of shares in connection with the
Reorganisation 1,559,892,795 156 2,401,067 137 2,110,778 2,110,915
Issue of new shares (note (a)) 305,564,500 31 3,055,614 27 2,687,718 2,687,745
Over-allotment (note (b)) 42,924,000 4 429,236 4 371,384 377,388
1,908,481,295 191 5,885,917 168 5,175,880 5,176,048
Share issue expenses - - (175,836) - (154,665) (154,665)
As at 31 December 2010 1,908,481,295 191 5,710,081 168 5,021,215 5,021,383
Notes:

(a) On 26 March 2010, in connection with the company’s IPO as defined in the Prospectus, 305,564,500 new ordinary shares of the
Company of HK$0.0001 each were issued at a price of HK$10.0 per share with gross proceeds of HK$3,055,645,000 (equivalent to
approximately RMB2,687,745,000).

(b) On 31 March 2010, an over-allotment option was exercised and an additional 42,924,000 ordinary shares of HK$0.0001 each were issued
at a price of HK$10.0 per share with gross proceeds of HK$429,240,000 (equivalent to approximately RMB377,388,000).
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34. Reserves
Group
(i) Discretionary reserve fund
Pursuant to the articles of association of certain subsidiaries of the Group incorporated in the PRC, these subsidiaries are
required to transfer part of their profits after taxation to the discretionary reserve. The amounts allocated to this reserve are
determined by the respective boards of directors.

For the PRC subsidiaries, in accordance with the Company Law of the People’s Republic of China, the discretionary
reserve fund can be used to offset previous years’ losses, if any, and may be converted into capital in proportion to the
equity shareholders’ existing equity holdings, provided that the balance after such conversion is not less than 25% of the
registered capital.

(ii) Statutory reserve
Pursuant to the relevant PRC rules and regulations, those PRC subsidiaries which are domestic enterprises in the PRC
as mentioned in Note 42 to the consolidated financial statements are required to transfer no less than 10% of their
profits after taxation, as determined under PRC accounting regulations, to the statutory reserve until the reserve balance
reaches 50% of the registered capital. The transfer to this reserve must be made before the distribution of a dividend to
shareholders.

(iii) Merger reserve
The merger reserve of the Group represents the capital contributions from the equity holders of the Company. The
deductions during the year represent the excess of the consideration over the carrying amount of the non-controlling
interests acquired.

(iv)  Exchange fluctuation reserve
The exchange fluctuation reserve comprises all foreign exchange differences arising from the translation of the financial

statements of companies outside Mainland China. The reserve is dealt with in accordance with the accounting policy set
out in Note 2.4.

Company
Available-for- Retained
sale investment Exchange profit/
Share revaluation  fluctuation (accumulated
Premium reserve reserve loss) Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(Note 33)
As at | January 2010 - - - (124) (124)
Issue of shares in connection with
the Reorganisation and issue of
new shares and over-allotment 5,021,215 - - - 5,021,215
Total comprehensive income for
the year - 2,489 (161,768) 264,879 105,600
Proposed final 2010 dividend - - - (192,765) (192,765)
As at 31 December 2010 5,021,215 2,489 (161,768) 71,990 4,933,926
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35.

100

Business Combination — Acquisition Of Subsidiaries

(a)

As part of the Group’s plan to expand its motor vehicle sales and service business in Sichuan province, the Group acquired
90% of the equity interests of A &Pz {E/THEHERIEBRE LA R (Chengdu Yijia Automobile Sales & Services
Co., Ltd.), which is engaged in the motor vehicle sales and service business from a third party on 30 April 2010, at a total
consideration of RMB20,716,000. The purchase consideration for the acquisition was in the form of cash, and was fully
paid during the year.

The Group has elected to measure the non-controlling interest in the subsidiary at the non-controlling interests’
proportionate share of the subsidiary’s identifiable net assets.

The acquisition had the following effect on the Group’s assets and liabilities on the acquisition date:

Recognised

fair values

Notes on acquisition

RMB’000

Property, plant and equipment 14 12,599
Intangible assets 17 12,283
Deferred tax assets 32(b) 5
Inventories 19,337
Trade receivables 3,732
Prepayments, deposits and other receivables 7377
Cash and cash equivalents 14,536
Trade and bills payables (10,148)
Other payables and accruals (32,326)
Deferred tax liabilities 32(b) (3,117)
Income tax payable (1,542)
Net identifiable assets and liabilities 22,736
Non-controlling interests arising from a business combination (2,274)
Goodwill on acquisition 18 254
Total purchase consideration 20,716

An analysis of the net outflow of cash and cash equivalents in respect of the acquisition of a subsidiary is as follows:

Satisfied by cash (20,716)
Cash acquired 14,536
Net cash outflow (6,180)

Since the acquisition, the subsidiary contributed RMB 166,620,000 to the Group’s revenue and RMB7,806,000 to the
consolidated profit for the year ended 31 December 2010.

Had the combination taken place at the beginning of the year, the revenue from continuing operations of the Group and
the profit of the Group for the year would have been RMB24,152,028,000 and RMB 1,083,686,000, respectively.
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35.

Business Combination — Acquisition of Subsidiaries (continued)

(b)

As part of the Group’s plan to expand its motor vehicle sales and service business in Shandong province, the Group
acquired 100% of the equity interests of H & A ERBIHERKEEMR A A (Qingdao Nissan Automobile Sales &
Services Co., Ltd.), which is engaged in the motor vehicle sales and service business in Mainland China, from a third party
on 30 April 2010 at a total consideration of RMB32,021,000. The purchase consideration for the acquisition was in the

form of cash, and was fully paid during the year.

The acquisition had the following effect on the Group’s assets and liabilities on the acquisition date:

Recognised

fair values

Notes on acquisition

RMB’000

Property, plant and equipment 14 1,888
Intangible assets 17 14,860
Deferred tax assets 32(b) L7
Inventories 18,778
Trade receivables 946

Prepayments, deposits and other receivables 25,151
Cash and cash equivalents 5,050
Trade and bills payables (3,034)
Other payables and accruals (52,018)
Deferred tax liabilities 32(b) (3,886)
Net identifiable assets and liabilities 8,852
Goodwill on acquisition 18 23,169
Total purchase consideration 32,021

An analysis of the net outflow of cash and cash equivalents in respect of the acquisition of a subsidiary is as follows:

Satisfied by cash (32,021)
Cash acquired 5,050
Net cash outflow (26,971)

Since the acquisition, the subsidiary contributed RMB 164,316,000 to the Group's revenue and RMB6,921,000 to the
consolidated profit for the year ended 31 December 2010.

Had the combination taken place at the beginning of the year, the revenue from continuing operations of the Group and

the profit of the Group for the year would have been RMB24, 111,835,000 and RMB1,080,669,000, respectively.
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35.

102

Business Combination — Acquisition of Subsidiaries (continued)

(c)

As part of the Group’s plan to expand its motor vehicle sales and service business in Shandong province, the Group
acquired 100% of the equity interests of A& M B 11 /T $HE R BFR A F] (Yantai Shengyue Automobile Sales &
Services Co., Ltd.), which is engaged in the motor vehicle sales and service business in Mainland China, from a third party
on 30 April 2010 at a total consideration of RMB3,700,000. The purchase consideration for the acquisition was in the
form of cash, with RMB3,223,000 paid during the year.

The acquisition had the following effect on the Group’s assets and liabilities on the acquisition date:

Recognised

fair values

on acquisition

RMB’000
Property, plant and equipment 14 2,718
Intangible assets 17 2,476
Deferred tax assets 32(b) 1,110
Inventories 7,748
Trade receivables 411
Prepayments, deposits and other receivables 12,206
Cash and cash equivalents 64,651
Trade and bills payables (77,470)
Other payables and accruals (9.612)
Deferred tax liabilities 32(b) (642)
Net identifiable assets and liabilities 3,596
Goodwill on acquisition 18 104
Total purchase consideration 3,700

An analysis of the net inflow of cash and cash equivalents in respect of the acquisition of a subsidiary is as follows:

Satisfied by cash (3,223)
Cash acquired 64,651
Net cash inflow 61,428

Since the acquisition, the subsidiary contributed RMB 114,070,000 to the Group's revenue and RMB3,665,000 to the
consolidated profit for the year ended 31 December 2010.

Had the combination taken place at the beginning of the year, the revenue from continuing operations of the Group and
the profit of the Group for the year would have been RMB24,077,620,000 and RMB 1,082,264,000, respectively.
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35.

Business Combination — Acquisition of Subsidiaries (continued)

(d)

As part of the Group’s plan to expand its motor vehicle sales and service business in Liaoning province, the Group
acquired 50% of the equity interests of AZE XA B ARTSH PR A 7] (Dalian Tianjiu Automobile Sales & Services Co.,
Ltd.), which is engaged in the motor vehicle sales and service business in Mainland China, from two third parties on 30
April 2010 at a total consideration of RMB26,000,000. The purchase consideration for the acquisition was in the form of
cash, and was fully paid during the year.

The Group has elected to measure the non-controlling interest in the subsidiary at the non-controlling interests’
proportionate share of the subsidiary’s identifiable net assets.

The acquisition had the following effect on the Group’s assets and liabilities on the acquisition date:

Recognised

fair values

Notes on acquisition

RMB’000

Property, plant and equipment 14 12,784
Intangible assets 17 28,560
Deferred tax assets 32(b) 2,789
Inventories 32,935
Trade receivables 15

Prepayments, deposits and other receivables 17,841
Cash and cash equivalents 48,877
Trade and bills payables (76,154)
Other payables and accruals (7,193)
Deferred tax liabilities 32(b) (7,632)
Bank loans and other borrowings (27,800)
Income tax payable (40)
Net identifiable assets and liabilities 24,982
Non-controlling interests arising from a business combination (12,491)
Goodwill on acquisition 18 13,509
Total purchase consideration 26,000

An analysis of the net inflow of cash and cash equivalents in respect of the acquisition of a subsidiary is as follows:

Satisfied by cash (26,000)
Cash acquired 48,877
Net cash inflow 22,877

Since the acquisition, the subsidiary contributed RMB268,965,000 to the Group’s revenue and RMB12,443,000 to the
consolidated profit for the year ended 31 December 2010.

Had the combination taken place at the beginning of the year, the revenue from continuing operations of the Group and
the profit of the Group for the year would have been RMB24,137,160,000 and RMB1,077,249,000, respectively.
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35.

104

Business Combination — Acquisition of Subsidiaries (continued)

(e)

As part of the Group’s plan to expand its motor vehicle sales and service business in Liaoning province, the Group
acquired 50% of the equity interests of AZEERTBARBAM A F] (Dalian Hengsheng Automobile Services Co.,
Ltd., formerly known as K3ERKE TE$HE RIEABR A A)), which is engaged in the motor vehicle sales and service
business in Mainland China, from two third parties on 30 April 2010 at a total consideration of RMB39,176,000. The

purchase consideration for the acquisition was in the form of cash, and was fully paid during the year.

The Group has elected to measure the non-controlling interest in the subsidiary at the non-controlling interests’
proportionate share of the subsidiary’s identifiable net assets.

The acquisition had the following effect on the Group’s assets and liabilities on the acquisition date:

Recognised

fair values

on acquisition

RMB’000
Property, plant and equipment 14 7,114
Intangible assets 17 16,310
Deferred tax assets 32(b) 173
Prepayments, deposits and other receivables 8,699
Cash and cash equivalents 145
Other payables and accruals (23)
Deferred tax liabilities 32(b) (5,734)
Net identifiable assets and liabilities 26,684
Non-controlling interests arising from a business combination (13,342)
Goodwill on acquisition 18 25,834
Total purchase consideration 39,176

An analysis of the net outflow of cash and cash equivalents in respect of the acquisition of a subsidiary is as follows:

Satisfied by cash (39,176)
Cash acquired 145
Net cash outflow (39,031)

Since the acquisition, the subsidiary contributed RMB 105,563,000 to the Group's revenue and RMB2,069,000 to the
consolidated profit for the year ended 31 December 2010.

Had the combination taken place at the beginning of the year, the revenue from continuing operations of the Group and
the profit of the Group for the year would have been RMB24,042,907,000 and RMB1,081,690,000, respectively.
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35.

Business Combination — Acquisition of Subsidiaries (continued)

®

As part of the Group’s plan to expand its motor vehicle sales and service business in Jiangsu province, the Group acquired
100% of the equity interests of Z=/lF F L H THEHERISHR AR (Taizhou Zhongsheng Toyota Automobile
Sales & Services Co., Ltd., formerly known as Z= /M B 18 2 H /R B 85 & AR A BR A &), which is engaged in the motor
vehicle sales and service business in Mainland China, from a third party on 31 August 2010 at a total consideration of
RMB18,917,000. The purchase consideration for the acquisition was in the form of cash, and was fully paid during the

year.

The acquisition had the following effect on the Group’s assets and liabilities on the acquisition date:

Recognised

fair values

Notes on acquisition

RMB’000

Property, plant and equipment 14 2,115
Intangible assets 17 8,892
Inventories 6,585
Trade receivables 890
Prepayments, deposits and other receivables 7318
Cash and cash equivalents 8,853
Trade and bills payables (1,174)
Other payables and accruals (6,028)
Deferred tax liabilities 32(b) (2,210)
Bank loans and other borrowings (10,000)
Net identifiable assets and liabilities 15,241
Goodwill on acquisition 18 3,676
Total purchase consideration 18,917

An analysis of the net outflow of cash and cash equivalents in respect of the acquisition of a subsidiary is as follows:

Satisfied by cash (18,917)
Cash acquired 8,853
Net cash outflow (10,064)

Since the acquisition, the subsidiary contributed RMB71,052,000 to the Group’s revenue and RMB1,306,000 to the
consolidated profit for the year ended 31 December 2010.

Had the combination taken place at the beginning of the year, the revenue from continuing operations of the Group and

the profit of the Group for the year would have been RMB24,137,445,000 and RMB1,080,737,000, respectively.
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35. Business Combination — Acquisition of Subsidiaries (continued)

(g) As part of the Group’s plan to expand its motor vehicle sales and service business in Fujian province, the Group acquired
equity interests of the following companies engaged in the motor vehicle sales and service business in Mainland China,
from three third parties on | August 2010 at a total consideration of RMB208,500,000. The purchase consideration for the
acquisition was in the form of cash, with RMB203,500,000 paid during the year.

The Group has elected to measure the non-controlling interests in these subsidiaries at the non-controlling interests’
proportionate share of the subsidiaries” identifiable net assets.

Acquired
Companies name equity interests %
BN ERTEEEREAR A A (Fuzhou Huarui Automobile Sales & Services Co., Ltd.) 100
BN EWREE 5 BPR A A (Fuzhou Guangyuda Trading Co., Ltd.) 100
BEHRMEZEREABR A A (Putian Huabao Investment Co., Ltd) 51
ZRREELTE HE RGBS AR 2 A (Sanming Huarong Automobile Sales & Services Co., Ltd.) 51
BB EERR A HE & ARTS B BR A R (Fuging Huasheng Automobile Sales &
Services Co., Ltd.) 51
BINERREHE RS ER A 8] (Fuzhou Huayu Automobile Sales & Services Co., Ltd.) 100
BINEIREE 5 AR A A (Fuzhou Meiruida Trading Co., Ltd.) 100

The acquisitions had the following effect on the Group’s assets and liabilities on the acquisition date:

Recognised

fair values

Notes on acquisition

RMB’000

Property, plant and equipment 14 59,040
Land use rights 15 35,499
Deferred tax assets 32(b) 154
Intangible assets 17 83,237
Inventories 97,991
Trade receivables 12,267
Prepayments, deposits and other receivables 85,371
Cash in transit 5,596
Cash and cash equivalents 76,967
Trade and bills payables (130,130)
Other payables and accruals (53,144)
Deferred tax liabilities 32(b) (27,313)
Bank loans and other borrowings (56,900)
Income tax payable (2,735)
Net identifiable assets and liabilities 185,900
Non-controlling interests arising from a business combination (31,718)
Goodwill on acquisition 18 54,318
Total purchase consideration 208,500
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35.

Business Combination — Acquisition of Subsidiaries (continued)

(g)

(h)

(continued)

An analysis of the net outflow of cash and cash equivalents in respect of the acquisition of these subsidiaries is as follows:

Satisfied by cash
Cash acquired

Net cash outflow

(203,500)
82,563

(120,937)

Since the acquisitions, the subsidiaries contributed RMB422,924,000 to the Group’s revenue and RMB 14,376,000 to the

consolidated profit for the year ended 31 December 2010.

Had the combinations taken place at the beginning of the year, the revenue from continuing operations of the Group and
the profit of the Group for the year would have been RMB24,659,556,000 and RMB 1, 103,247,000 respectively.

As part of the Group’s plan to expand its motor vehicle sales and service business in Mainland China, the Group

acquired 50% equity interests of the following companies engaged in the motor vehicle sales and service business in
Mainland China, from a third party on 29 September 2010 at a total consideration of RMBI,100,000,000. The purchase
consideration for the acquisition was in the form of cash, with RMB1,090,000,000 paid during the year .

The Group has elected to measure the non-controlling interests in these subsidiaries at the non-controlling interests’

proportionate share of the subsidiaries” identifiable net assets.

B&L Motor Holding Co., Ltd

Betterlife International Motor Co., Ltd

I RBEENAEEEASEERAR]
ERBESENIEHERRATF
REBENERBERAA
IRBEENAEESERAQA
RAEASNZBTEHERRLQF
IRBEENEAEHERRDA
ERABMNZEREHERRAA]
REBSNIEHERR LA
REBBIEREERERAF
RERREXBERZEHBERRA]
BEMNREEEREESER AR
IREEN EERBDELLBERAT
MINBBEFTERR AR
KREBENTEESERAA]

F-144

(Beijing Betterlife Automobile Import & Export Group Co., Ltd.)

(Beijing Betterlife Automobile Sales Co., Ltd.)

(Tianjin Betterlife Automobile Service Co., Ltd.)

(Beijing Betterlife Automobile Trading Co., Ltd.)

(Beijing Betterlife Zhidi Automobile Sales Co., Ltd.)
(Beijing Betterlife Star Automobile Sales Co., Ltd.)
(Beijing Betterlife Zhida Auto Sales Co., Ltd.)

(Tianjin Betterlife Automobile Sales Co., Ltd.)

(Tianjin Betterlife Investment & Holdings Co., Ltd.)
(Chou Dynasty (Tianjin) International Trading Co., Ltd.)
(Betterlife (Tianjin) International Trading Co., Ltd.)
(Beijing Betterlife Star Used Automobile Agency Co., Ltd)
(Hangzhou Betterlife Automobile Co., Ltd)

(Chengdu Betterlife Automobile Trading Co., Ltd)
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35. Business Combination — Acquisition of Subsidiaries (continued)
(h) (continued)

The acquisitions had the following effect on the Group’s assets and liabilities on the acquisition date:

Recognised

fair values
on acquisition

RMB’000
Property, plant and equipment 14 397.410
Land use rights 15 43,501
Prepayments 3,170
Available-for-sale investments 100
Deferred tax assets 32(b) 1,803
Intangible assets 17 983,213
Inventories 463,734
Trade receivables 42,328
Prepayments, deposits and other receivables 531,534
Pledged bank deposits 303,741
Cash in transit 8,506
Cash and cash equivalents 276,898
Trade and bills payables (491,995)
Other payables and accruals (434,313)
Amounts due to non-controlling shareholder (33,853)
Deferred tax liabilities 32(b) (269,078)
Bank loans and other borrowings (543,936)
Income tax payable (22,045)
Net identifiable assets and liabilities 1,260,718
Non-controlling interests arising from a business combination (630,359)
Goodwill on acquisition 18 469,641
Total purchase consideration 1,100,000

An analysis of the net outflow of cash and cash equivalents in respect of the acquisition of these subsidiaries is as follows:

Satisfied by cash (1,090,000)
Cash acquired 589,145
Net cash outflow (500,855)

Since the acquisitions, the subsidiaries contributed RMB1,767,472,000 to the Group’s revenue and RMB51,210,000 to the
consolidated profit for the year ended 31 December 2010.

Had the combinations taken place at the beginning of the year, the revenue from continuing operations of the Group and
the profit of the Group for the year would have been RMB28, 113,330,000 and RMB1,221,690,000, respectively.
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35.

Business Combination — Acquisition of Subsidiaries (continued)

(i)

As part of the Group’s plan to expand its motor vehicle sales and service business in Zhejiang province, the Group
acquired 100% of the equity interests of & N{EETEHMR AR (Taizhou Xinwei Automobile Co., Ltd.), which is
engaged in the motor vehicle sales and service business in Mainland China from three third parties on 31 October 2010
at a total consideration of RMB17,000,000. The purchase consideration for the acquisition was in the form of cash, with
RMB8,500,000 paid during the year.

The acquisition had the following effect on the Group’s assets and liabilities on the acquisition date:

Recognised

fair values

Notes on acquisition

RMB’000

Property, plant and equipment 14 13,845
Intangible assets 17 8,250
Deferred tax assets 32(b) 3,649

Inventories 19,981
Trade receivables 1,719
Prepayments, deposits and other receivables 3,680
Cash and cash equivalents 27,663
Trade and bills payables (33,180)
Other payables and accruals (20,047)
Deferred tax liabilities 32(b) (2,372)
Bank loans and other borrowings (8,800)
Net identifiable assets and liabilities 14,388
Goodwill on acquisition 18 2,612
Total purchase consideration 17,000

An analysis of the net inflow of cash and cash equivalents in respect of the acquisition of a subsidiary is as follows:

Satisfied by cash (8,500)
Cash acquired 27,663
Net cash inflow 19,163

Since the acquisition, the subsidiary contributed RMB27,637,000 to the Group’s revenue and RMB1,106,000 net loss to
the consolidated profit for the year ended 31 December 2010.

Had the combinations taken place at the beginning of the year, the revenue from continuing operations of the Group and
the profit of the Group for the year would have been RMB24,161,494,000 and RMB1,076,947,000, respectively.
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36. Disposal of a Subsidiary
The Group disposed of its entire equity interests in & F LiR/TEHEREBIRAF (Yantai Zhongsheng Shangtong
Automobile Sales & Services Co., Ltd.) on 30 November 2010. This company was engaged in the automotive distribution

business.

Notes RMB’000

Net assets disposed of:

Property, plant and equipment 14 1,606
Intangible assets 17 1,508
Inventories 1,690
Trade receivables 118
Prepayments, deposits and other receivables 1,761
Amounts due from related parties 14,258
Cash and cash equivalents 2,060
Trade and bills payables (18)
Other payables and accruals (457)
Dividends payable (7,336)
Deferred tax liabilities 32(b) (377)
14,813
Goodwill 18 2,662
Gain on disposal of subsidiaries 6,789
Total disposal consideration 24,264
Satisfied by:
Cash 3,000

An analysis of the net inflow of cash and cash equivalents in respect of the disposal of subsidiaries is as follows:

RMB’000
Cash received 3,000
Cash and cash equivalents disposed of (2,060)
Net inflow of cash and cash equivalents in respect of the disposal of subsidiary 940
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37.

Financial Instruments by Category

The carrying amounts of each of the categories of financial instruments as at the end of the reporting period were as follows:

Group
2010
Financial assets

Financial assets at fair value through
profit or loss

Available-for-sale investments

Trade receivables

Financial assets included in prepayments
deposits and other receivables

Amounts due from related parties

Pledged bank deposits

Cash in transit

Cash and cash equivalents

Financial liabilities

Trade and bills payables

Financial

assets at fair

value through

profit or loss
RMB’000

Available-
for-sale
investment
RMB’000

Loans and
receivables Total
RMB’000 RMB’000

83,369 - - 83,369
- 178,294 - 178,294
- - 284,951 284,951
- - 697,115 697,115
- - 2,229 2,229
- - 1,029,932 1,029,932
- - 140,852 140,852
- - 2,989,718 2,989,718
83,369 178,294 5,144,797 5,406,460

Financial liabilities included in other payables and accruals

Amounts due to related parties
Bank loans and other borrowings

F-148

Financial

liabilities

at amortised

cost
RMB’000

2,984,507
244,542
10,026
4,924,455

8,163,530
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37. Financial Instruments by Category (continued)
Group (continued)
2009
Financial assets

Available- Held-to-
for-sale maturity Loans and
investment investments receivables Total
RMB’000 RMB’000 RMB’000 RMB’000
Held-to-maturity investments - 5,283 - 5,283
Available-for-sale investments 100 - - 100
Trade receivables - - 86,764 86,764
Financial assets included in prepayments,

deposits and other receivables - - 127,576 127,576
Amounts due from related parties - - 556 556
Term deposits and pledged bank deposits - - 382,929 382,929
Cash in transit - - 44,542 44,542
Cash and cash equivalents - - 1,030,960 1,030,960
100 5,283 1,673,327 1,678,710

Financial liabilities

Financial

liabilities at

amortised

cost
RMB'000

Trade and bills payables 1,093,013
Financial liabilities included in other payables and accruals 115,536
Amounts due to related parties 24,236
Bank loans and other borrowings 1,797,149

3,029,934
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37. Financial Instruments by Category (continued)
Company
2010
Financial assets

Financial

assets at fair Available-

value through for-sale Loans and

profit or loss investment receivables Total
RMB’000 RMB’000 RMB’000 RMB’000

Financial assets at fair value through

profit or loss 83,369 - - 83,369
Available-for-sale investments - 178,094 - 178,094
Financial assets included in prepayment

deposits and other receivables - - 3,371 3,371
Amounts due from subsidiaries - - 2,365,415 2,365,415
Cash and cash equivalents - - 133,785 133,785

83,369 178,094 2,502,571 2,764,034

Financial liabilities

Financial

liabilities

at amortised

cost

RMB’000

Financial liabilities included in other payables and accruals 182
Amounts due to subsidiaries 14,692
14,874
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37. Financial Instruments by Category (continued)
Company (continued)
2009
Financial assets

Financial

assets at fair Available-

value through for-sale Loans and
profit or loss investment receivables Total
RMB’000 RMB’000 RMB’000 RMB’000

Financial assets included in prepayments

deposits and other receivables - - 8,719 8,719
Cash and cash equivalents - - 16 16
- - 8,735 8,735

Financial liabilities

Financial

liabilities at

amortised

cost
RMB’000

Amounts due to subsidiaries 8,859

8,859
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38.

39.

FAIR VALUE HIERARCHY

The Group uses the following hierarchy for determining and disclosing the fair value of financial instruments:

Level I: fair values measured based on quoted prices (unadjusted) in active markets for identical assets or liabilities

Level 2: fair values measured based on valuation techniques for which all inputs which have a significant effect on the recorded

fair value are observable, either directly or indirectly

Level 3: fair values measured based on valuation techniques for which any inputs which have a significant effect on the recorded

fair value are not based on observable market data (unobservable inputs)

As at 31 December 2010, the Group and the Company held the following financial instruments measured at fair value:

Assets measured at fair value:
As at 31 December 2010

Level | Level 2 Level 3 Total

RMB’000 RMB'000 RMB’000 RMB’000

Available-for-sale investments, at fair value 178,094 - - 178,094
Financial assets at fair value

through profit or loss:

Listed equity investments-Hong Kong 40,113 - - 40,113
Equity linked notes - 43,256 - 43,256
218,207 43,256 - 261,463

During the year ended 31 December 2010, there were no transfers of fair value measurements between Level | and Level 2 and no

transfers into or out of Level 3.

The Group and the Company did not have any financial assets measured at fair value as at 31 December 2009.

Liabilities measured at fair value:

The Group and the Company did not have any financial liabilities measured at fair value as at 31 December 2010 and 2009,

respectively.

Contingent Liabilities
As at 31 December 2010, neither the Group nor the Company had any significant contingent liabilities.
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40. Commitments
(a) Capital commitments

The Group had the following capital commitments at the end of the reporting period:

2010 2009

RMB’000 RMB’000

Contracted, but not provided for land use rights and buildings 171,619 97,866
Contracted, but not provided for potential acquisitions 85,605 -
Authorised, but not contracted for land use rights and buildings - 6,755
257,224 104,621

(b) Operating lease commitments

At the end of the reporting period, the Group had total future minimum lease payments under non-cancellable operating

leases payable as follows:

2010 2009
Properties Land Properties Land
RMB’000 RMB’000 RMB’000 RMB’000
Within one year 42,772 11,024 4,713 5,794
After | year but within 5 years 138,765 49,499 17,833 28,708
After 5 years 151,820 148,439 13,878 82,674
333,357 208,962 36,424 117,176

The Group is the lessee in respect of a number of properties and land held under operating leases. The leases typically run

for an initial period of two to twenty years, with an option to renew the leases when all the terms are renegotiated.

41. Pledge of Assets
Details of the Group’s bank loans and other borrowings, which are secured by the assets of the Group, are included in Note 14,
Note 15 and Note 21 to the consolidated financial statements.
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42.

Investments in Subsidiaries

Unlisted shares, at cost

Company

2010
RMB’000

2,124,820

2009
RMB'000

The amounts due from and due to subsidiaries included in the Company’s non-current assets and current liabilities of
RMB2,620,685,000 and RMB 14,692,000, respectively, are unsecured, interest-free and had no fixed repayment terms.

Particulars of the principal subsidiaries are as follows:

Company name

AR EEERAT
(Zhongsheng (Dalian) Group Co., Ltd.)

REPF SR ERERBARAR
(Dalian Zhongsheng Toyota Automabile
Sales & Services Co., Ltd.)

REPFHEBAEHERRLA
(Dalian Zhongsheng Toyota Automobile
Sales Co., Ltd.)

REPFEE R ERRARAA
(Dalian Zhongsheng Group Automabile
Accessories Co., Ltd., formerly known as

RERHESREHERRAR)

RERREEHERBERAR
(Dalian Zhongsheng Nissan Automabile
Sales & Services Co., Ltd.)

REPFRREHERRAA
(Dalian Zhongsheng Aotong Automobile
Sales Co., Ltd.)

REPARA A ERERBEARAR
(Dalian Zhongsheng Dongfeng Honda
Automobile Sales & Services Co., Ltd.)

Place and date
of incorporation/

operations

Dalian, the PRC 1998

Dalian, the PRC 1995

Dalian, the PRC 2002

Dalian, the PRC 1997

Dalian, the PRC 1998

Dalian, the PRC 2003

Dalian, the PRC 1998

Authorised/registered/paid-in/

issued capital

Registered and paid-in capital of
RMB700,000,000

Registered and paid-in capital of
598,000,000

Registered and paid-in capital of
RMB20,000,000

Registered and paid-in capital of
593,000,000

Registered and paid-in capital of
US$7,500,000

Registered and paid-in capital of
RMB30,000,000

Registered and paid-in capital of
596,500,000
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Proportion of ownership interest

Held by the
Company
%

Held by a
subsidiary

- 100%

- 100%

- 100%

- 100%

- 100%

- 100%

Principal activities

Investment holding

Sale and service of
motor vehicles

Sale of motor vehicles

Sale of spare parts and
accessories

Sale and service of
motor vehicles

Sale of motor vehicles

Sale and service of
motor vehicles
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42. Investments in Subsidiaries (continued)

Proportion of ownership interest

Place and date Held by the Held by a
of incorporation/ Authorised/registered/paid-in/ Company subsidiary

Company name operations issued capital % Principal activities

REPHER B EEREER AT Dalian, the PRC 1999 Registered and paid-in capital of - 100%  Sale and service of
(Dalian Zhongsheng Huidi Automabile Sales RMB16,550,000 motor vehicles
& Senvices Co,, Ltd.)

BB B HERNER AT Kunming, the PRC 2005 Registered and paid-in capitl of - 100%  Sale and service of
(Kunming Zhongsheng Automobile Sales & RMB12,000,000 motor vehicles
Services Co., Ltd.)

ERAEm S EEREER A Kunming, the PRC 2002 Registered and paid-in capitl of - 100%  Sale and service of
(Kunming Zhongsheng Toyota Automobile RMBS,000,000 motor vehicles
Sales & Senvices Co., Ltd.)

BNmAEEERSEER AT Fuzhou, the PRC 2002 Registered and paid-in capitl of - 100%  Service of motor vehicles
(Fuzhou Zhongsheng Toyota Automobile 15§6,000,000
Services Co., Ltd.)

BNACHAEEEER AT Fuzhou, the PRC 2003 Registered and paic-in capita of - 100%  Sale of motor vehicles
(Fuzhou Zhongsheng Toyota Automobile RMB20,000,000
Sales Co., Ltd.)

BEAAEREERA Fuzhou, the PRC 2001 Registered and paid-in capital of - 100%  Service of motor vehicles
(Fujian Zhongsheng Automobile Services RMB10,000,000
Co,, Ltd)

AN Em A HERBAR AT Shanghai, the PRC 2003 Registered and paid-in capital of - 100%  Sale and service of
(Shanghai Zhongsheng Toyota Automobile RMB15,000,000 motor vehicles
Sales & Senvices Co,, Ltd.)

HEBREREHEEER AT Shanghai, the PRC 2001 Registered and paid-in capital of - 100%  Sale of motor vehicles
(Shanghai Guoxin Automobile Sales RMB12,000,000
Co., ltd)

B LM EREERAR Nanjing, the PRC 2003 Registered and paid-in capital of - 60%  Service of motor vehicles

(Nanjing Zhongsheng Toyota Automobile
Services Co., Ltd.)
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42. Investments in Subsidiaries (continued)

Proportion of ownership interest

Place and date Held by the Held by a
of incorporation/ Authorised/registered/paid-in/ Company subsidiary

Company name operations issued capital % Principal activities

AENERALHTEHEREER Dalian, the PRC 2004~ Registered and paid-in capital of - 100%  Sale and service of
/A% (Dalian Yingbin Zhongsheng Toyota 5$6,000,000 motor vehicles
Automobile Sales & Services Co., Ltd.)

KEnfy BB HERBAR A Dalian, the PRC2005  Registered and paid-in capital of - 100%  Sale and service of
(Dalian Zhongsheng Star Automobile Sales RMB40,000,000 motor vehicles
& Services Ca., Ltd., Tormerly known as &

BUET T EMAEHERRAR)

ENEALH T EHERBERAA Guangzhou, the PRC~ Registered and paid-in capital of - 100%  Sale and service of
(Guangzhou Zhongsheng Toyota 2004 158,000,000 motor vehicles
Automobile Sales & Services Co., Ltd.)

R LR EEEREER AT Shenzhen, the PRC 2004 Registered and paid-in capital of - 60%  Sale and service of
(Shenzhen Zhongsheng Toyota Automobile 15§2,250,000 motor vehicles
Sales & Services Co., Ltd.)

BN ES AEHERBER AT Guangzhou, the PRC~ Registered and paid-in capital of - 100%  Sale and service of
(Guangzhou Zhongsheng Lexus Automobile 2002 (1S§10,000,000 motor vehicles
Sales & Services Co., Ltd.)

REFFET EEERBERAR Dalian, the PRC2004 ~ Registered and paic-in capital of - 100%  Sale and service of
(Dalian Zhongsheng Lexus Automobile Sales US$17.500,000 motor vehicles
& Services Co,, Ltd.)

RERAEHERBERAR Dalan, the PRC2006  Registered and paid-in capital of - 100%  Sale and service of
(Dalian Zhongsheng Automobile Sales & RMB12,000,000 motor vehicles
Services Co., Ltd.)

A E B ERB AR AT Chengdu, the PRC 2003 Registered and paid-in capital of - 90%  Sale and service of
(Chengdu Zhongdaocheng Toyota RMB10,000,000 motor vehicles
Automobile Sales & Services Co., Ltd.)

FMEEERERBERAR Quanzhou, the PRC2006  Registered and paic-in capital of - 100%  Sale and service of
(Quanzhou Longxing Automabile Sales & RMB40,000,000 motor vehicles

Services Co., Ltd.)
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42. Investments in Subsidiaries (continued)

Proportion of ownership interest

Place and date Held by the Held by a
of incorporation/ Authorised/registered/paid-in/ Company subsidiary
Company name operations issued capital % Principal activities
TERARA B EERBERAT Yuxi, the PRC 2006 Registered and paic-in capital of - 70%  Saleand senvice of
(Yuxi Zhongsheng Dongfeng Honda RMB10,000,000 motor vehicles
Automobile Sales & Services Co., Ltd.)
RERAER B EERBERAT Dalian, the PRC 2007 Registered and paid-in capital of - 100%  Sale and service of
(Dalian Zhongsheng Botong Automobile RMB25,000,000 motor vehicles
Sales & Services Co., Ltd.)
RERBRA B EERBERAT Dalian, the PRC2006  Registered and paid-in capital of - 100%  Sale and service of
(Dalian Aotong Dongfeng Honda RMB10,000,000 motor vehicles
Automobile Sales & Services Co., Ltd.)
A EREN S HERSEBRAR Yunnan, the PRC2006  Registered and paic-in capital of - 100%  Sale and service of
(Yunnan Zhongsheng Lexus Automobile RMB20,000,000 motor vehicles
Sales & Services Co., Ltd.)
BNRAEREN T EHEREBRAR Fuzhou, the PRC2006  Registered and paic-in capital of - 100%  Sale and service of
(Fuzhou Zhongsheng Lexus Automobile RMB25,000,000 motor vehicles
Sales & Services Co., Ltd.)
BER LR HERSBRAR Qujing, the PRC2007  Registered and paid-in capital of - 100%  Sale and service of
(Qujing Zhongsheng Toyota Automobile RMBI2,000,000 motor vehicles
Sales & Services Co., Ltd.)
AR AAEER T HEREBRAR Nanjing, the PRC2004  Registered and paic-in capital of - 100%  Sale and service of
(Nanjing Zhongsheng Yingbin Toyota RMB30,000,000 motor vehicles
Automobile Sales & Services Co., Ltd.)
Zhongsheng Holdings Co., Ltd. HK 1996 Registered and paid-in capital of - 100%  Investment holding
HK$32,000,000

HOKURYO (Hong Kong) Co., Ltd. HK 1997 Registered and paid-in capital of - 100%  Investment holding
HK$10,000

RENRFNERERAR Dalian, the PRC2007 ~ Registered and paic-in capital o - 100%  Investment holding

(Dalian Xinshengrong New Industrial Co., Ltd.) RMB200,000,000
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42. Investments in Subsidiaries (continued)

Proportion of ownership interest

Place and date Held by the Held by a
of incorporation/ Authorised/registered/paid-in/ Company subsidiary
Company name operations issued capital % Principal activities
R RFEH B HEREAR AR Dalian, the PRC 2003 Registered and paic-in capital of - 100%  Sale and service of
(Dalian Xinshengrong Toyota Automobile RMB20,000,000 motor vehicles

Sales & Services Co., Ltd.)

RENAR TERERBERAT Dalian, the PRC2004 ~ Registered and paic-in capital of - 100%  Sale and service of
(Dalian Xinshengrong Automabile Sales & RMB30,000,000 motor vehicles
Services Co., Ltd.)

RERALE A BEERBERAT Dalian, the PRC2002  Registered and paic-in capital of - 100%  Sale and service of
(Dalian Zhongsheng Hongda Automobile RMBI 1,000,000 motor vehicles
Sales & Services Co., Ltd., formerly known

s AEHNEREHERAA)

ERTARRAEEEREERAR Yunnan, the PRC 2006 Registered and paic-in capital of - 100%  Sale and service of
(Yunnan Zhongsheng Guangfu Automabile RMB10,000,000 motor vehicles
Sales & Services Co., Ltd.)

R AERE T EHEREBRAR Dongguan, the PRC 2008 Registered and paic-in capital of - 100%  Sale and service of
(Dongguan Zhongsheng Lexus Automobile US$10,000,000 motor vehicles

Sales & Services Co., Ltd.)

AarAEm e EEREERAT Yantai, the PRC 2004 Registered and paid-in capital of - 100%  Sale and service of
(Yantai Zhongsheng Toyota Automobile RMB10,000,000 motor vehicles
Sales & Senvices Co,, Ltd.)

MR IELRAEHERBER D Shenzhen, the PRC 2008 Registered and paic-in capital of - 100%  Sale and service of
(Shenzhen Zhongsheng Yingbin Toyota (S§10,000,000 motor vehicles

Automobile Sales & Services Co., Ltd.)
RBPALE B RERBEARAT Chengdu, the PRC 2008 Registered and paid-in capital of - 80%  Sale and service of
(Chengdu Zhongsheng Toyota Automobile RMB10,000,000 motor vehicles

Sales & Services Co., Ltd.)

SUPER CHARM Limited HK 2007 Registered and paid-in capital of HK$| - 100%  Investment holding

Annual Report 2010  Zhongsheng Group Holdings Limited 121
F-158



Notes to the Financial Statements (Continued)

42. Investments in Subsidiaries (continued)

Proportion of ownership interest

122

Place and date Held by the Held by a
of incorporation/ Authorised/registered/paid-in/ Company subsidiary
Company name operations issued capital Principal activities
BILLION GREAT Limited HK 2007 Registered and paid-in capital of HKS| - 100%  Investment holding
REMEEEBRAA Dalian, the PRC2008  Registered and paic-in capita of - 100%  Investment holding
(Dalian Yuzeng Industrial Co., Ltd.) RMB30,000,000

REREEMEHERBERAA
(Dalian Yude Toyota Automobile Sales &
Services Co., Ltd.)

AEHELm A ERERKARAA
(Zhuji Yufeng Toyota Automobile Sales &
Services Co., Ltd.)

ENERAEHERKARLA
(Yingkou Huasheng Automobile Sales &
Services Co., Ltd.)

g EEREERAT
(Dalian Zhongsheng Huichi Automobile
Services Co., Ltd.)

BHAEE)REARAT
(Zhongsheng Automobile (Zhuanghe)
Services Co., Ltd.)

BRI AR HE R ARAT
(Qingdao Zhongsheng Botong Automabile
Sales & Services Co., Ltd.)

BRI HE R ARAT
(Qingdao Zhongsheng Qingtong Automaobile
Sales & Services Co., Ltd.)

EETABREHERBARAA
(Qingdao Zhongsheng Zhitong Automobile
Sales & Services Co., Ltd.)

Dalian, the PRC 2003

Zhuji, the PRC 2006

Yingkou, the PRC 2004

Dalian, the PRC 2009

Dalian, the PRC 2009

Qingdao, the PRC 2005

Qingdao, the PRC 2001

Qingdao, the PRC 2005
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Registered and paid-in capital of
RMB20,000,000

Registered and paid-in capital of
RMB10,000,000

Registered and paid-in capital of
RMBI5,000,000

Registered and paid-in capital of
RMBI5,000,000

Registered and paid in capital of
RMB8,000,000

Registered and paid-in capital of
RMBI1,000,000

Registered and paid-in capital of
RMB10,000,000

Registered and paid-in capital of
RMBI1,000,000
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100%

100%

100%

100%

100%

100%

100%

100%

Sale and service of

motor vehicles

Sale and service of
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Sale and service of

motor vehicles

Service of motor vehicles

Service of motor vehicles

Sale and service of

motor vehicles

Sale and service of
motor vehicles

Sale and service of

motor vehicles
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Investments in Subsidiaries (continued)

Company name

RadAEE B RERKARLR
(Yantai Zhongsheng Huamei Automobile
Sales & Services Co., Ltd.)

BOMT RN EHEREAR AR
(Longkou Zhongsheng Shangtong
Automobile Sales & Services Co., Ltd.)

RatER EZHEREARAR
(Yantai Zhongsheng Huidi Automobile Sales
& Services Co., Ltd.)

OLYMPIA WELL Limited

NOBLE VILLA Investments Limited

ERPER R HERBEARAR
(Kunming Zhongsheng Huichi Automobile
Sales & Services Co., Ltd.)

Bl B ERERBARLR
(Foshan Zhongsheng Star Automobile Sales
& Services Co., Ltd.)

EFER B EREARAR
(Xiamen Zhongsheng Huichi Automabile
Sales & Senvices Co., Ltd.)

RERFHERAEHEREARAR
(Dali Zhongsheng Toyota Automobile Sales

& Senvices Co., Ltd., formerly known as

RAERF A HERFERAA)

Place and date

of incorporation/

operations

Yantai, the PRC 2004

Longkou, the PRC 2005

Yantai, the PRC 2002

HK 2007

BVI 2008

Kunming, the PRC 2009

Foshan, the PRC 2009

Xiamen, the PRC 2009

Dali, the PRC 2009

Authorised/registered/paid-in/

issued capital

Registered and paid-in capital of
RMB4,000,000

Registered and paid-in capital of
RMBS,000,000

Registered and paid-in capital of

RMB60,000,000

Registered and paid-in capital of HKS|

Registered and paid-in capital of
US$50,000/USS1

Registered and paid-in capital of

RMB25,000,000

Registered and paid-in capital of
RMB60,000,000

Registered and paid-in capital of
RMB25,000,000

Registered and paid-in capital of
RMBI5,000,000
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Proportion of ownership interest

Held by the
Company
%

Held by a
subsidiary

- 100%

- 100%

- 100%

100% -

- 100%

- 100%

- 100%

- 100%

Principal activities

Sale and service of

motor vehicles

Sale and service of

motor vehicles

Sale and service of

motor vehicles

Investment holding

Investment holding

Sale and service of

motor vehicles

Sale and service of

motor vehicles

Sale and service of

motor vehicles

Sale and service of

motor vehicles
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42. Investments in Subsidiaries (continued)

Proportion of ownership interest

Place and date Held by the Held by a
of incorporation/ Authorised/registered/paid-in/ Company subsidiary

Company name operations issued capital % Principal activities

EAER B RERBFARAT Changshu, the PRC 2008 Registered and paid-in capital of - 100%  Sale and service of
(Changshu Huaxing Automabile Sales & RMB30,000,000 motor vehicles
Services Co., Ltd.)

AR A SR B EEREERAT Shenyang, the PRC 2009 Registered and paid-in capital of - 100%  Sale and service of
(Shenyang Zhongsheng Junchi Automobile US§15,000,000 motor vehicles
Sales & Services Co., Ltd., formerly known
s LB RERBHRARRAT)

BRI EREREARAT Shenyang, the PRC 2009 Registered and paid-in capital of - 100%  Sale and service of
(Yingkou Zhongsheng Automabile Sales & RMB12,000,000 motor vehicles
Services Co., Ltd.)

FENARR B EEREER AT Liaoning, the PRC 2007 Registered and paid-in capital of - 100%  Sale and service of
(Liaoning Zhongsheng Jietong Automobile RMB30,000,000 motor vehicles
Sales & Senvices Co., Ltd.)

ERTR A ERERBERAR] Jiin, the PRC 2009 Registered and paid-in capital of - 100%  Sale and service of
(Jilin Chengbang Automabile Sales & RMBI2,000,000 motor vehicles
Services Co., Ltd.)

RENKAEEERAT Changchun, the PRC~ Registered and paid-in capital of - 100%  Sale and service of
(Changchun Chengbang Trading Co., Ltd.) 2005 RMB12,000,000 motor vehicles

BETERBEEREBR AR Shaoxing, the PRC 2001 Registered and paid-in capital of - 100%  Sale and service of
(Shaoxing Huixin Automobile Sales & RMB50,000,000 motor vehicles
Services Co., Ltd.)

BEPARR B EEREBER AT Shaoxing, the PRC 2008 Registered and paid-in capital of - 100%  Sale and service of
(Shaoxing Zhongsheng Dongfeng Honda RMB10,000,000 vehicles

Automobile Sales & Services Co., Ltd.,
formerly known as (R & 7B S E
BRAF)
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42. Investments in Subsidiaries (continued)

Company name

B R HERBARLA
(Wuxi Guoxin Automobile Sales & Services
Co., Ltd)

RBERERAEHERBERLA
(Harbin Zhongsheng Toyota Automobile
Sales & Services Co., Ltd., formerly known
s RBEREERAEHERBAR
A)

RN T EHERBARAT
(Wenzhou Zhongsheng Huichi Automobile
Sales & Senvices Co,, Ltd.)

A RERERAT
(Zhongsheng (China) Enterprise
Management Co., Ltd., formerly known as

R RERARAT)

BT ASE R HEREERAR
(Chuxiong Zhongsheng Juntong Automobile
Sales & Services Co,, Ltd.)

B EHEREARLA
(Chengdu Yijia Automobile Sales & Services
Co, Ltd)

ERRENEHERBARLA
(Qingdao Nissan Automobile Sales &
Services Co., Ltd.)

RAama EHEREERAR
(Yantai Shengyue Automobile Sales &
Services Co., Ltd.)

Place and date

Authorised/registered/paid-in/

of incorporation/

operations issued capital

Waxi, the PRC 2009 Registered and paid-in capital of

RMB40,000,000

Harbin, the PRC2004  Registered and paid-in capital of

RMB30,000,000

Wenzhou, the PRC 2010 Registered and paid-in capital of
RMB20,000,000

Beijing, the PRC2010  Registered and paid-in capital of

115$40,000,000

Chuxiong, the PRC 2010 Registered and paid-in capital of
RMB10,000,000

Chengdu, the PRC 2003  Registered and paid-in capital of

RMB6,000,000

Qingdao, the PRC 2002 Registered and paid-in capital of

RMB10,000,000

Yantai, the PRC 2008 Registered and paid-in capital of

RMB31,000,000

Proportion of ownership interest

Held by the
Company
%

Held by a
subsidiary

100%

100%

100%

100%

90%

100%

100%

Principal activities

Sale and service of

motor vehicles

Sale and service of

motor vehicles

Sale and service of

motor vehicles

Enterprise management

Sale and service of

motor vehicles

Sale and service of
motor vehicles

Sale and service of
motor vehicles

Sale and service of
motor vehicles
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42. Investments in Subsidiaries (continued)

Proportion of ownership interest

Place and date Held by the Held by a
of incorporation/ Authorised/registered/paid-in/ Company subsidiary
Company name operations issued capital % Principal activities
REAAERBERAT * Dalian, the PRC 1999 Registered and paid-in capital of - 50%  Service of motor vehicles
(Dalian Tianjiu Automobile Services RMBI2,000,000
Co., Ltd)
REBRTERBERAR * Dalian, the PRC2009  Registered and paic-in capital o - 50%  Saleand service of
(Dalian Hensheng Automobile Sales & RMB10,000,000 motor vehicles

Senvices Co., Ltd., formerly known as A&
REREHERBARLA)

BB RSB HEREER A Kunming, the PRC 2010 Registered and paic-in capital of - 100%  Sale and service of
(Kunming Zhongsheng Guangfei Automobile RMB10,000,000 motor vehicles
Sales & Services Co., Ltd.)

TN A LR B EERBERAT Taizhou, the PRC 2006 Registered and paic-in capital of - 100%  Sale and service of
(Taizhou Zhongsheng Toyota Automabile RMB10,000,000 motor vehicles
Sales & Services Co., Ltd., formerly known

s FHRRER T HERK

BRAF)
BNER T EHERBBRAR Fuzhou, the PRC 2002 Registered and paid-in capital of - 100%  Sale and service of
(Fuzhou Huarui Automobile Sales & RMB37,100,000 motor vehicles

Services Co., Ltd.)

BNEREZSERAR Fuzhou, the PRC2002  Registered and paic-in capital of - 100%  Sale and sevice of
(Fuzhou Guangyuda Trading Co., Ltd.) RMB15,000,000 motor vehicles
ERTEERAARAT Putian, the PRC2008  Registered and paic-in capital of - 51%  Sale and service of
(Putian Huabao Investments Co., Ltd.) RMBI5,000,000 motor vehicles
CHRER B HERNER AT Sanming, the PRC 2008 Registered and paic-in capital of - S1%  Saleand service of
(Sanming Huarong Automobile Sales & RMB10,000,000 motor vehicles

Services Co., Ltd.)

BETER B EEREBR AR Fuging the PRC2009  Registered and paic-in capital of - 51%  Sale and sevice of
(Fuging Huasheng Automaobile Sales & RMB10,000,000 motor vehicles

Services Co., Ltd.)
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42. Investments in Subsidiaries (continued)

Proportion of ownership interest

Place and date Held by the Held by a
of incorporation/ Authorised/registered/paid-in/ Company subsidiary
Company name operations issued capital % Principal activities
BINERTEHERBERAR Fuzhou, the PRC 2006 Registered and paid-in capital of - 100%  Sale and service of
(Fuzhou Huayu Automobile Sales & Services RMB10,000,000 motor vehicles
Co., ltd)
BMEREESERAA Fuzhou, the PRC 2008 Registered and paid-in capital of - 100%  Sale and service of
(Fuzhou Meiruida Trading Co., Ltd.) RMB1,000,000 motor vehicles
aMERRBARAT Taizhou, the PRC 1994 Registered and paid-in capital of - 100%  Sale and sevice of
(Taizhou Xinwei Automobile Co., Ltd.) RMB12,000,000 motor vehicles
IRERMAEELNEEERLR ¢ Beijing, the PRC 1998 Registered and paid-in capital of - 50%  Saleand service of
(Beijing Betterlife Automobile Import & RMB60,000,000 motor vehicles

Export Group Co., Ltd.)

IRBEHEREERAT * Beijing, the PRC 2008 Registered and paic-in capital of - 50%  Sale and service of
(Beijing Betterlife Automobile Sales RMB20,000,000 motor vehicles
Co., ltd)

REREHBREERAT * Tianjin, the PRC2006  Registered and paid-in capital of - 50%  Sale and sevice of
(Tianjin Betterlife Automobile Services RMB10,000,000 motor vehicles
Co., ltd)

IREENAEE HERAT * Beijing, the PRC2004  Registered and paid-in capital of - 50%  Saleand service of
(Beijing Betterlife Automobile Trading RMB20,000,000 motor vehicles
Co., Ltd.)

RERGH ZRREHERRAT * Tianjin, the PRC2007  Registered and paid-in capital of - 50%  Sale and service of
(Tianjin Betterlife Zhidi Automobile Sales RMB20,000,000 motor vehicles
Co., ltd)

IREEN B REHERRAT * Beiing, the PRC 2008 Registered and paid-in capital of - 50%  Sale and sevice of
(Beijing Betterlife Star Automobile Sales RMB40,000,000 motor vehicles
Co., ltd)

IREEHZEREHERRAT * Beijing, the PRC2004  Registered and paid-in capital of - 50%  Saleand service of
(Beijing Betterlife Zhida Automobile Sales RMB10,000,000 motor vehicles
Co., Ltd.)
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42. Investments in Subsidiaries (continued)

Proportion of ownership interest

Place and date Held by the Held by a
of incorporation/ Authorised/registered/paid-in/ Company subsidiary
Company name operations issued capital % Principal activities
REREHAEHERRAT * Tianjin, the PRC 2005 Registered and paic-in capitl of - 50%  Saleand senvice of
(Tianjin Betterlife Automabile Sales RMB12,000,000 motor vehicles
Co,, Ltd.)
RERGHRERRERAT * Tianjin, the PRC2009  Registered and paid-in capital of - 50%  Investment holding
(Tianjin Betterlife Investments & Holdings RMB10,000,000
Co., Ltd)
REAREEERESERAT * Tianjin, the PRC2007  Registered and paid-in capital of - 50%  Investment holding
(Chou Dynasty (Tianjin) Intemational RMB224,820,000

Trading Co., Ltd.)

BENREERESERAR * Tianjin, the PRC2001  Registered and paic-in capital of - 50%  Investment holding
(Betterlfe Tianjin International Trading US$7,060,000
Co., Ltd.)

IREGH EERYELLERLE Bejing, the PRC 2004 Registered and paid-in capital of - 50%  Investment holding
(Beijing Betterlife Star Used Automabile RMB100,000

Agency Co, Ltd.)

MNEEHAEARAT * Hangzhou, the PRC 2010 Registered and paic-in capital of - 50%  Saleand service of
(Hangzhou Betterlife Automobile Co., Ltd.) RMB10,000,000 motor vehicles

RBEEREE5ERAR * Chengdu, the PRC 2010 Registered and paic-in capital of - 50%  Saleand service of
(Chengdu Betterlife Automabile Trading RMB30,000,000 motor vehicles
Co., Ltd)

B&L Motor Holdings Co., Ltd. * BVI2010 Registered and paid-in capital of - 50%  Investment holding

US$1/USS0
Betterlife International Motor Co., Ltd. * HK 2010 Registered and paid-in capital of - 50%  Investment holding

HK$10,000HK$0

* These companies are accounted for as subsidiaries as the Group has the power to control their financial and operating policies.
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43. RELATED PARTY TRANSACTIONS AND BALANCES
Mr. Li Guogiang and Mr. Huang Yi are collectively the Controlling Shareholder of the Group. They are also considered to be related
parties of the Group.

The following key management personnel of the Group are considered to be related parties of the Group: &1 Y¢85 (Yu Guangming)

(a) Transactions with related parties

The following transactions were carried out with related parties during the year:

2010 2009
RMB’000 RMB’000
(i) Sales of goods to jointly-controlled entities:

- Xiamen Zhongsheng 9,228 12,530
- Zhongsheng Tacti 672 956
9,900 13,486

(ii) Purchase of goods or services from jointly-controlled entities:
- Xiamen Zhongsheng 28,386 13,378
- Zhongsheng Tacti 124,803 38,318
153,189 51,696

The terms of sales and purchases were mutually agreed between the parties with reference to the ordinary course

of business.

(iii) The Group’s bank loans which amounted to RMBI,127,000,000 (2009: RMB332,500,000) were guaranteed by
the Controlling Shareholder at 31 December 2010.
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43. RELATED PARTY TRANSACTIONS AND BALANCES (continued)
(b) Balances with related parties
The Group had the following significant balances with its related parties during the year

(i) Due from related parties:

2010

RMB’000

Trade related

Jointly-controlled entities

2009
RMB'000

- Xiamen Zhongsheng 1,646 -
- Zhongsheng Tacti 583 556
2,229 556
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43.

RELATED PARTY TRANSACTIONS AND BALANCES (continued)

(b)

Balances with related parties (continued)

(i)

(iii)

Due to related parties:

2010 2009

RMB’000 RMB'000

Non-trade related

The Controlling Shareholder
- Mr. Li Guogiang and Mr. Huang Yi - 1,308

Trade related

A jointly-controlled entity
- Zhongsheng Tacti 10,026 22,928

10,026 24,236

Balances with related parties were unsecured and non-interest-bearing and had no fixed repayment terms.

Compensation of key management personnel of the Group:

2010 2009

RMB’000 RMB’000

Short term employee benefits 13,150 6,936
Post-employee benefits 272 255
Total compensation paid to key management personnel 13,422 7,191

Further details of directors’ emoluments are included in Note 9 to the financial statements.

The above related party transactions do not constitute connected transactions or continuing connected

transactions as defined in Chapter 14A of the Listing Rules.
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44.

132

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group’s principal financial instruments comprise bank loans, other interest-bearing loans, and cash and short term deposits.
The main purpose of these financial instruments is to raise finance for the Group’s operations. The Group has various other
financial assets and liabilities such as trade receivables, trade payables, advances from third parties and advances to non-controlling

shareholders, which arise directly from its operations.

The main risks arising from the Group’s financial instruments are interest rate risk, foreign currency risk, credit risk and liquidity

risk. The board of directors reviews and agrees policies for managing each of these risks and they are summarised below.
Interest rate risk
The Group has no significant interest-bearing assets other than pledged bank deposits (Note 25), and cash and cash equivalents

(Note 27).

The Group’s interest rate risk arises from its borrowings, details of which are set out in Note 27. Borrowings at variable rates

expose the Group to the risk of changes on market interest rates.
The Group has not used any interest rate swaps to hedge its exposure to interest rate risk.

The group’s exposure to the risk of changes in market interest rates relates primarily to the Group’s debt obligations with a floating

interest rate.

The following table demonstrates the sensitivity to a reasonably possible change in interest rate, with all other variables held

constant, of the group’s profit before tax (through the impact on floating rate borrowings).

Increase/

Increase/ (decrease)

(decrease) in profit before

in basis points tax
RMB’000
2010
RMB 15 (5,041)
RMB (15) 5,041
2009
RMB 15 (2,216)
RMB (15) 2216
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44.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

Foreign currency risk

The Group is exposed to currency risk primarily through cash and cash equivalents that are denominated in a currency other than
the functional currency of the operations to which they relate. The currency giving rise to this risk is primarily the Hong Kong
dollar (“HK dollar”), which is relatively stable against the RMB. The Group considers that the exposure to the currency risk is not

material and no hedging arrangement has been made.

The following table demonstrates the sensitivity at the end of the reporting period to a reasonably possible change in the HK dollar

exchange rate, with all other variables held constant, of the Group’s profit before tax.

Increase/ Increase/

(decrease) (decrease)

in foreign  in profit before

exchange rate tax
% RMB’000
2010
If the HK dollar weakens against the RMB 5% 5,720
If the HK dollar strengthens the RMB (5%) (5,720)
2009
If the HK dollar weakens against the RMB 5% 1,408
If the HK dollar strengthens against the RMB (5%) (1,408)

Credit risk
The Group has no significant concentrations of credit risk. The carrying amounts of bank deposits, cash and cash equivalents,
trade and other receivables included in the consolidated financial statements represent the Group’s maximum exposure to credit

risk in relation to its financial assets.

As at 31 December 2010, all bank deposits and cash and cash equivalents were deposited in high quality financial institutions

without significant credit risk.
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Notes to the Financial Statements (Continued)

44. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)
Liquidity risk
The Group monitors its risk to a shortage of funds using a recurring liquidity planning tool. This tool considers the maturity of

both its financial instruments and financial assets (e.g., trade receivables) and projected cash flows from operations.

The maturity profile of the Group’s financial liabilities as at the end of the reporting period, based on the contractual undiscounted

134

payments, was as follows:

Bank loans and other

Less than
3months
RMB’000

On demand
RMB’000

Year 2010
3tol2
months
RMB’000

I to 5 years
RMB’000

Over 5 years
RMB’000

Total
RMB’000

borrowings - 2,561,029 2,620,017 - - 5,181,046
Trade and bills payables - 2,370,683 613,824 - - 2,984,507
Other payables - 155,117 89,425 - - 244,542
Amounts due to related

parties 10,026 - - - - 10,026

10,026 5,086,829 3,323,266 - - 8,420,121

Bank loans and other

Less than
3months
RMB’000

On demand
RMB’000

Year 2009

3to 12
months
RMB’000

| to 5 years
RMB’000

Over 5 years
RMB’000

Total
RMB’000

borrowings - 807,506 1,016,238 - - 1,823,744
Trade and bills payables - 1,077,073 15,940 - - 1,093,013
Other payables - 73,416 42,120 - - 115,536
Amounts due to related

parties 24,236 - - - - 24,236

24,236 1,957,995 1,074,298 - - 3,056,529
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Notes to the Financial Statements (Continued)

44.

45.

46.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)
Capital management
The primary objectives of the Group’s capital management are to safeguard the Group’s ability to continue as a going concern and

to maintain healthy capital ratios in order to support its business and maximise shareholder value.

The Group manages its capital structure and makes adjustments to it in light of changes in economic conditions and the risk
characteristics of the underlying assets. To maintain or adjust the capital structure, the Group may adjust the dividend payment
to shareholders, return capital to shareholders or issue new shares. The Group is not subject to any externally imposed capital
requirements. No changes were made in the objectives, policies or processes for managing capital during the year ended 31
December 2010.

The Group monitors capital using a gearing ratio, which is net debt divided by the equity attributable to equity holders of the
parent plus net debt. Net debt includes bank loans and other borrowings, amounts due to related parties, trade, bills and other

payables, accruals, less cash and cash equivalents. The gearing ratios as at the reporting dates were as follows:

2010 2009

RMB’000 RMB’000

Bank loans and other borrowings 4,924,455 1,797,149
Trade and bills payables 2,984,507 1,093,013
Other payables and accruals 954,396 277,702
Amounts due to related parties 10,026 24,236
Less: Cash and cash equivalents (2,989,718) (1,030,960)
Net debt 5,883,666 2,161,140
Equity attributable to owners of the parent 5,935,593 2,110,915
Gearing ratio 49.8% 50.6%

EVENTS AFTER THE REPORTING PERIOD

On 22 December 2010, the Group entered into an equity transfer agreement with Loyal Fine Limited in relation to the acquisition
of its 55% equity interest in New Wing Enterprises Limited (the “Target Company”) at a total consideration of RMB260 million.
The Target Company and its subsidiaries (the “Target Group”) mainly engage in businesses relating to automobile sales and
services, hold a total of 15 4S dealerships and distribute automobile brands including DF-Nissan, GAC-Toyota and DF-Honda in
China. Upon completion of the acquisition, the Target Company will become a subsidiary of the Group. As at the date of approval

of the financial statements, the aforesaid acquisition of the Target Group has been completed.

APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved and authorised for issue by the board of directors on 21 March 201 I.
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REGISTRAR AND CMU LODGING AND PAYING AGENT

The Bank of New York Mellon, Hong Kong Branch
Level 24, Three Pacific Place
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