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The board (the “Board”) of directors (the “Directors”) of Baoxin Auto Group Limited (the
“Company”) announces the unaudited consolidated interim results of the Company and its

subsidiaries (collectively, the “Group”, “
June 30, 2016, as follows:

2 (3

our Group”, “we” or “us”) for the six months ended

FINANCIAL HIGHLIGHTS
For the six months ended June 30, 2016:

e Total revenue was RMB10,871.4 million in which the automobile sales was
RMB9,524.5 million, and the after-sales revenue was RMB1,344.1 million.

*  Gross Profit was RMB956.8 million and the gross profit margin was 8.8%.
* EBITDA was RMB552.1 million, representing an EBITDA margin of 5.1%.
*  Profit attributable to owners of the parent was RMB64.4 million.

* Basic earnings per share attributable to ordinary equity holders of the parent were
RMBO0.03.




SUMMARY OF INTERIM FINANCIAL RESULTS

CONSOLIDATED INTERIM STATEMENT OF PROFIT OR LOSS

REVENUE
Cost of sales and services provided

Gross profit

Other income and gains, net
Selling and distribution expenses
Administrative expenses

Profit from operations

Finance costs
Share of profit of a joint venture
Share of profit of an associate

Profit before tax
Income tax expense

Profit for the period

Attributable to:
Owners of the parent
Non-controlling interests

Earnings per share attributable to ordinary
equity holders of the parent

Basic and diluted
— For profit for the period (RMB)

Unaudited Unaudited

For the six For the six

months ended months ended

June 30, 2016 June 30, 2015

Notes RMB’000 RMB’000
4(a) 10,871,401 14,037,340
5(b) (9,914,574) (12,737,4006)
956,827 1,299,934

4(b) 190,119 221,789
(448,646) (434,750)
(340,421) (267,233)

357,879 819,740
6 (241,989) (269,632)
2,782 2,915
- (10,360)

5 118,672 542,663
7 (51,902) (139,424)
66,770 403,239

64,436 401,261

2,334 1,978

66,770 403,239

9 0.03 0.16




CONSOLIDATED INTERIM STATEMENT OF COMPREHENSIVE INCOME

Profit for the period

Other comprehensive income

Other comprehensive income to be reclassified to profit or
loss in subsequent periods:

Exchange differences on translation of foreign operations

Net other comprehensive income to be reclassified to profit or
loss in subsequent periods

Other comprehensive income for the period, net of tax

Total comprehensive income for the period

Attributable to:
Owners of the parent
Non-controlling interests

Unaudited Unaudited
For the six For the six
months ended months ended
June 30, 2016 June 30, 2015
RMB’000 RMB’000
66,770 403,239
(90,027) 564
(90,027) 564
(90,027) 564
(23,257) 403,803
(25,591) 401,825

2,334 1,978
(23,257) 403,803




CONSOLIDATED INTERIM STATEMENT OF FINANCIAL POSITION

NON-CURRENT ASSETS
Property, plant and equipment
Prepaid land lease payment
Intangible assets

Prepayments and deposits
Finance lease receivables
Goodwill

Derivate financial instruments
Investment in a joint venture
Available-for-sale investment
Deferred tax assets

Total non-current assets

CURRENT ASSETS

Inventories

Trade receivables

Finance lease receivables

Prepayments, deposits and other receivables
Amounts due from related parties

Equity investments at fair value through profit or loss
Derivative financial instruments

Pledged bank deposits

Cash in transit

Cash and cash equivalents

Non-current asset classified as held for sale
Total current assets

CURRENT LIABILITIES
Interest-bearing bank and other borrowings
Trade and bills payables

Other payables and accruals

Income tax payable

Long term interest-bearing bank borrowings current
portion

Unaudited Audited

June 30, December 31,

2016 2015

Notes RMB’000 RMB’000
3,704,266 3,697,075

638,884 646,610

866,276 882,855

276,405 256,730

8,852 17,606

75,674 100,725

14,632 9,490

53,629 50,846

16,956 16,621

109,299 78,454

5,764,873 5,757,012

10 3,164,545 2,454,946
11 236,160 358,159
26,815 28,231

5,838,911 5,449,306

40,835 55,324

22,431 46,864

12,657 6,457

1,361,106 2,332,021

62,172 78,224

1,110,686 2,160,980
11,876,318 12,970,512

83,902 83,902

11,960,220 13,054,414

12 3,914,608 4,063,575
13 3,990,419 3,945,184
582,924 646,283

172,119 168,795

8,660,070 8,823,837

12 3,295,872 4,217,361




CONSOLIDATED INTERIM STATEMENT OF FINANCIAL POSITION

(CONTINUED)

Notes
Total current liabilities
Net current assets
Total assets less current liabilities
NON-CURRENT LIABILITIES
Bonds 14

Other payables
Deferred tax liabilities

Total non-current liabilities

Net assets

EQUITY

Equity attributable to owners of the parent
Share capital

Reserves

Non-controlling interests

Total equity

Unaudited Audited
June 30, December 31,
2016 2015
RMB’000 RMB’000
11,955,942 13,041,198
4,278 13,216
5,769,151 5,770,228
461,936 441,683
29,089 30,472
328,927 325,617
819,952 797,772
4,949,199 4,972,456
20,836 20,836
4,888,503 4,914,094
4,909,339 4,934,930
39,860 37,526
4,949,199 4,972,456




NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL
STATEMENTS

1. GENERAL INFORMATION

The Company was incorporated in the Cayman Islands as an exempted company with limited liability under
the Companies Law of the Cayman Islands on September 6, 2010. The registered office of the Company is
located at P.O. Box 309, Ugland House, Grand Cayman, KY1-1104, Cayman Islands. The shares of the
Company were listed on the Main Board of the Stock Exchange of Hong Kong Limited on December 14,
2011.

During the period, the Group was principally engaged in the sale and service of motor vehicles.

In the opinion of the Directors, the ultimate holding company of the Company is China Grand Automotive
Services Co., Ltd., which was incorporated in the People’s Republic of China.

2. BASIS OF PREPARATION AND ACCOUNTING POLICIES

2.1

2.2

Basis of preparation

The condensed consolidated interim financial statements for the six months ended June 30, 2016 have
been prepared in accordance with Hong Kong Accounting Standard (“HKAS”) 34 Interim Financial
Reporting issued by the Hong Kong Institute of Certified Public Accountants (the “HKICPA”). The
condensed consolidated interim financial statements should be read in conjunction with the annual
financial statements for the year ended December 31, 2015, which have been prepared in accordance
with Hong Kong Financial Reporting Standards (“HKFRSs”).

The condensed consolidated interim financial statements were presented in Renminbi (“RMB”) and all
values are rounded to the nearest thousand except when otherwise indicated. These condensed
consolidated interim financial statements were approved for issue on August 30, 2016. These
condensed consolidated interim financial statements have not been audited.

Significant accounting policies

The accounting policies adopted in the preparation of the interim condensed consolidated financial
statements are consistent with those followed in the preparation of the Group’s annual consolidated
financial statements for the year ended December 31, 2015, except for the adoption of new standards
and interpretations effective as of January 1, 2016, noted below.

(a) New and amended standards adopted by the Group

The following new standards and amendments to standards are mandatory for the first time for
the financial year beginning January 1, 2016.

Amendments to HKAS 1 Disclosure Initiative

Amendments to HKAS 16 and HKAS 38 Clarification of Acceptable Methods of
Depreciation and Amortisation

Amendments to HKAS 16 and HKAS 41 Agriculture: Bearer Plants

Amendments to HKAS 27 (2011) Equity Method in Separate Financial Statements
Amendments to HKFRS 10, Investment Entities: Applying the

HKFRS 12 and HKAS 28 (2011) Consolidation Exception
Amendments to HKFRS 11 Accounting for Acquisitions of Interests in

Joint Operations
Annual Improvements 2012-2014 Cycle Amendments to a number of HKFRSs

The adoption of these new and revised HKFRSs had no significant financial effect on these
financial statements.
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(b) The following new standards and amendments to standards have been issued but are not effective
for the financial year beginning on or after January 1, 2016 and have not been early adopted:

HKFRS 9 Financial Instruments*

HKFRS 15 Revenue from Contracts with Customers?

HKFRS 16 Leases?®

Amendments to HKFRS 2 Classification and Measurement of the

Share-based Payment Transaction®

Amendments to HKFRS 10 and Sale or Contribution of Assets between an
HKAS 28 (2011) Investor and its Associate or Joint Venture*

Amendments to HKAS 7 Disclosure Initiative'

Amendments to HKAS 12 Recognition of Deferred Tax Assets for

Unrealised Losses'

Effective for annual periods beginning on or after January 1, 2017
Effective for annual periods beginning on or after January 1, 2018
Effective for annual periods beginning on or after January 1, 2019
No mandatory effective date yet determined but is available for adoption

N N

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 these new and revised
HKFRSs are unlikely to have a significant impact on the Group’s results of operations and
financial position.

SEGMENT INFORMATION

The Group is principally engaged in the sale and service of motor vehicles. For management purposes, the
Group operates in single business unit based on its products, and has one reportable segment which includes
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 nearly all of the Group’s revenue was generated from the sale and service of motor vehicles in
Mainland China and nearly all of the Group’s non-current assets other than deferred tax assets were located
in Mainland China, no geographical segment information is presented in accordance with HKFRS §
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 six months ended June 30, 2016, no major customers segment information is presented in
accordance with HKFRS 8 Operating Segments.



4. REVENUE, OTHER INCOME AND GAINS, NET

(a)

(b)

Revenue

Revenue from the sale of motor vehicles
Finance leasing services
Others

Other income and gains, net

Commission income

Interest income

Fair value gain, net:
Derivative instruments

Government grants

Net gain on disposal of listed equity investments

Rental income

Advertisement support received from motor vehicle
manufacturers

Net gain/(loss) on disposal of items of property,
plant and equipment

Net gain on deemed disposal of a subsidiary

Net loss on disposal of items of intangible assets

Equity investments at fair value through profit or loss

Others

Unaudited
For the six
months ended
June 30, 2016

Unaudited
For the six
months ended
June 30, 2015

RMB’000 RMB’000
9,524,462 12,275,502
2,850 3,163
1,344,089 1,758,675
10,871,401 14,037,340
161,423 176,034
14,468 15,308
11,341 -
9,222 3,752
5,578 -
1,464 5,750

698 3,215
215 (1,110)

- 16,016

(1,325) -
(15,516) -
2,551 2,824
190,119 221,789




PROFIT BEFORE TAX

The Group’s profit before tax is arrived at after charging:

(a)

(b)

()

Employee benefit expense (including Directors’ remuneration)

Wages and salaries
Other welfare

Cost of sales and services

Cost of sales of motor vehicles
Others

Other items

Depreciation of items of property, plant and equipment
Amortisation of prepaid land lease payment
Lease expenses
Advertisement and business promotion expenses
Write-down of inventories to net realisable value
Bank charges
Amortisation of intangible assets
Logistics and gasoline expenses
Equity investments at fair value through profit or loss
Foreign exchange difference, net
Office expenses
Auditors’ remuneration
Fair value gain, net:
Derivative instruments
Impairment of goodwill

Unaudited
For the six
months ended
June 30, 2016

Unaudited
For the six
months ended
June 30, 2015

RMB’000 RMB’000
263,740 188,878
81,519 91,894
345,259 280,772
9,188,114 11,801,698
726,460 935,708
9,914,574 12,737,406
164,263 148,336
7,726 4,943
71,256 82,294
62,522 55,256
46,683 -
28,398 31,777
19,447 18,528
20,953 37,204
15,516 -
12,398 15,707
10,994 9,976
3,400 2,550
(11,341) -
25,051 -




FINANCE COSTS

Interest expense on bank borrowings wholly repayable within five years
Interest expense on other borrowings

Interest expense on factoring programs

Interest expense on bonds

Less: Interest capitalised

INCOME TAX EXPENSE

Current:
Mainland China corporate income tax
Deferred tax

Total tax charge for the period

Unaudited
For the six
months ended
June 30, 2016

Unaudited
For the six
months ended
June 30, 2015

RMB’000 RMB’000
220,371 275,482
1,805 566
24,490 -
10,781 10,048
(15,458) (16,464)
241,989 269,632
Unaudited Unaudited
For the six For the six

months ended
June 30, 2016

months ended
June 30, 2015

RMB’000 RMB’000
79,437 143,724
(27,535) (4,300)
51,902 139,424

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 subsidiary incorporated in the British Virgin Islands (“BVI”) is not subject to income tax as this
subsidiary does not have a place of business (other than a registered office only) or carry on any business in
the BVI.

The subsidiary incorporated in Hong Kong is subject to an income tax at the rate of 16.5% (six months
ended June 30, 2015: 16.5%) during the period. No provision for Hong Kong profits tax has been made as

the Group had no assessable profits arising in Hong Kong during the period.

According to the Corporate Income Tax Law of the People’s Republic of China, the income tax rate is 25%
(six months ended June 30, 2015: 25%).
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10.

DIVIDENDS

The Board of the Company has resolved not to declare interim dividend for the six months ended June 30,

2016 (six months ended June 30, 2015: Nil).

EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY HOLDERS OF THE

PARENT

Basic earnings per share is calculated by dividing the profit attributable to the ordinary equity holders of the
parent by the weighted average number of shares in issue, during the six months ended June 30, 2016 and

2015, respectively.

No adjustment has been made to the basic earnings per share amounts presented in the six months ended
June 30, 2016 and 2015 in respect of a dilution as the impact of the share options outstanding had an anti-

dilutive effect on the basic earnings per share amounts presented.

The calculations of basic and diluted earnings per share are based on:

Earnings

Profit attributable to ordinary equity holders of the parent (RMB’000)

Shares

Weighted average number of ordinary shares in issue during the period

Earnings per share

Basic and diluted (RMB)

INVENTORIES

Motor vehicles

Spare parts and accessories

—11 =

Unaudited
For the six
months ended
June 30, 2016

64,436

Unaudited
For the six
months ended
June 30, 2015

401,261

2,557,311,429

2,557,311,429

0.03 0.16
Unaudited Audited
June 30, December 31,
2016 2015
RMB’000 RMB’000
2,849,834 2,143,756
314,711 311,190
3,164,545 2,454,946




11.

TRADE RECEIVABLES

Unaudited
June 30,
2016
RMB’000

Trade receivables 236,160

Audited
December 31,
2015
RMB’000

358,159

The Group seeks to maintain strict control over its outstanding receivables and has a credit control
department to minimize credit risk. The Group does not offer any credit to the Group’s customers for
automobile purchases or for out-of-warranty repairs that are not covered by insurance. However, the Group
generally provides a credit term of two to three months to automobile manufacturers for the reimbursement
of costs relating to the in-warranty repair services. 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.

An aged analysis of the trade receivables as at each statement of financial position date (based on the

invoice date, net of impairment) is as follows:

Unaudited Audited

June 30, December 31,

2016 2015

RMB’000 RMB’000

Within 3 months 186,330 313,814
More than 3 months but less than 1 year 49,830 42,177
Over 1 year - 2,168
236,160 358,159

Trade receivables are non-interest-bearing.

12—



12.

INTEREST-BEARING BANK AND OTHER BORROWINGS

Unaudited
As at June 30, 2016
Effective
interest
rate(%) Maturity RMB’000
Current
Bank loans
— Guaranteed 6.6 On demand 29,000
— Secured 4.4-5.2 2016 16,024
— Secured 1.5 2017 119,658
— Unsecured 2.7-5.9 2017 3,337,061
3,501,743
Other Borrowings
— Secured 12 2016 45,327
— Secured 8.9 2017 98,000
— Secured 7.5 2017 269,538
412,865
3,914,608
Long term interest-bearing bank borrowings
— current portion
Bank loans
— Unsecured Libor*+3.7 On demand 1,079,019
— Unsecured Libor*+3.7 On demand 636,474
— Unsecured Libor*+3.5 On demand 401,188
— Unsecured Libor*+3.5 On demand 1,179,191
3,295,872

7,210,480
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As at December 31, 2015

Audited

Effective
interest
rate(%) Maturity RMB’000

Current
Bank loans
— Guaranteed 6.6 On demand 29,000
— Secured 2.7 2016 327,580
— Unsecured Hibor**+3.4 2016 318,356
— Unsecured 1.6 2016 125,670
— Unsecured 1.9 2016 43,757
— Unsecured 4.4-6.7 2016 3,061,568

3,905,931
Other Borrowings
— Secured 5.3-7.8 2016 157,644

4,063,575
Long term interest-bearing bank borrowings

— current portion

— Secured Libor*+3.5 2016 324,941
— Unsecured Libor*+3.7 2016 769,786
— Unsecured Libor*+3.5 On demand 1,540,682
— Unsecured Libor*+3.7 On demand 896,954
— Unsecured Libor*+3.7 On demand 490,916
— Secured Libor*+2.7 On demand 194,082

4,217,361

8,280,936

* London Inter-Bank Offered Rate
**  Hong Kong Inter-Bank Offered Rate

As at June 30, 2016, long term bank borrowings with an aggregate carrying amount of approximately
RMB1,815,665,000 that are repayable more than one year after the end of reporting period per loan
agreements, with repayment on demand clause, have been classified as current liabilities as at June 30, 2016
in order to comply with the requirements set out in Hong Kong Interpretation 5 Presentation of Financial
Statements — Classification by the Borrower of a Term Loan that Contains a Repayment on Demand
Clause as one repayment on demand clause stipulated in the loan contracts is triggered. On the date of
August 23, 2016, the Company entered into a facility agreement in respect of syndicated term loan facilities
in an amount of up to USD750 million which are available for drawdown for a period of three months from
the date of the facility agreement and the loans made under the facility agreement shall be repaid within 36
months and 12 months from the first utilisation date of the loans for tranche A and tranche B, respectively.
As a result of the successful re-financing activity, the current existing indebtedness could be covered and
the Group could get abundant assets for the Group’s operations in the future.
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13.

14.

15.

TRADE AND BILLS PAYABLES

Unaudited Audited
June 30, December 31,
2016 2015
RMB’000 RMB’000
Trade payables 182,396 267,883
Bills payable 3,808,023 3,677,301
Trade and bill payables 3,990,419 3,945,184
An aged analysis of the trade and bills payables as at the end of reporting period, is as follows:
Unaudited Audited
June 30, December 31,
2016 2015
RMB’000 RMB’000
Within 3 months 3,453,854 3,658,491
3 to 6 months 519,003 266,919
6 to 12 months 9,756 1,402
Over 12 months 7,806 18,372
3,990,419 3,945,184
The trade and bills payables are non-interest-bearing.
BONDS
As at June 30, 2016, outstanding bonds are summarised as follows:
Unaudited Audited
June 30, December 31,
2016 2015
RMB’000 RMB’000
Bonds 461,936 441,683

EVENT AFTER THE REPORTING PERIOD

There is no significant subsequent event undertaken by the Company or by the Group after June 30, 2016.
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MANAGEMENT DISCUSSION AND ANALYSIS
INDUSTRY OVERVIEW

In the first half of 2016, the economic growth in China had shown a downward trend in
general, affected by the slow recovery of the global economy and structural adjustment of
China’s economy. In the first half of the year, gross domestic product (GDP) increased by
6.7%, representing a slower growth as compared to the same period last year. Growth of total
retail sales of consumer goods declined from 10.7% in the first half of 2015 to 10.2% for the
same period in 2016, showing a steady but slower growth. As a major pillar industry for the
national economy in China, the automobile industry managed to maintain a steady growth of
sales volume under the downward pressure from the macro-economy. According to the
statistics announced by the China Association of Automobile Manufacturers, the automobile
production and sales volume in the first half of the year amounted to 12.89 million units and
12.83 million units, representing a year-on-year growth of 6.47% and 8.14%, among which,
the production and sales volume of passenger vehicles amounted to 11.10 million units and
11.04 million units, representing a year-on-year growth of 7.32% and 9.23%. Compared to the
depressed market in the first half of last year, the sales growth recovered in the first half of
this year, which was mainly attributable to the favourable factors such as increased support
for new energy vehicles and preferential policy on vehicle purchase tax that continued to
bolster consumption.

In the first half of 2016, China’s luxury automobile market showed an upward trend in
general. Statistics published by the State Information Center indicated that the year-on-year
growth of sales volume of luxury automobile in the first half of this year was 13.1% (Note:
representing the comparison of the aggregated sales volume of the top nine luxury automobile
brands, in the order of Audi, BMW, Benz, Jaguar & Land Rover, Lexus, Cadillac, Volvo,
Porsche and Infiniti). Among such sales, except for Infiniti which recorded a year-on-year
decline in sales volume, the sales volume of other brands had increased. In particular, the
sales volume of Benz, Jaguar & Land Rover, Lexus and Cadillac realized double-digit year-
on-year growth in the first half of the year. In general, the first-tier luxury brands still
accounted for the majority of market share. The sales volume of each of the three major
German brands in China reached over 200,000 units in the first half of the year, totaling
757,769 units and accounting for more than 70% of the market share among luxury brands.

China is the largest single market for Audi and its sales volume maintained a steady increase
with a total number of 290,126 units sold (including Audi’s imported automobiles) in the first
half of the year, representing a year-on-year growth of 5.9%. Among such sales, the sales
volume of domestically manufactured automobiles was 265,700 units, representing a year-on-
year growth of 9.0% and accounted for 92.0% of the total sales volume. Among Audi’s top
five domestically manufactured models, all models realized double-digit growths, except A6.
The growth rate of BMW sped up in the first half of the year and a total number of 247,644
units were sold. For BMW, the domestic market contributed 21.3% of the global sales volume
and the sales volume of domestically manufactured automobiles accounted for 61.0% of the
market share. Both BMW 3 Series and X3 realized a higher growth rate in the first half of the
year, growing at 17.9% and 37.7%, respectively. The sales volume of the new generation of
X1 surged after it was launched in the market in June and it is expected to remain as a growth

—16 —



highlight in the second half of the year. Benz recorded a year-on-year growth of 33.1% in the
first half of the year and maintained its continuous growth in the domestic market. In the first
half of 2016, the gap among the second-tier luxury brands continued to narrow. Jaguar & Land
Rover once again realized rapid growth with Land Rover Discovery Sport (¥ JE %3 #117)
and Land Rover Range Rover Evoque ([ 54 5%:) (both being domestically manufactured
models) being the top-selling models of Jaguar & Land Rover in China and accounted for over
50% of the brand’s sales volume in China. China has become the second largest single market
after the UK for Jaguar & Land Rover. Jaguar XFL, a domestically manufactured model to be
launched in the second half of the year, will further enrich the portfolio of Jaguar & Land
Rover’s domestically manufactured automobiles. As affected by the product supply, the sales
volume of Infiniti decreased by 1.7% as compared to the same period of last year.

Sales volume and year-on-year growth rate
of top ten luxury automobile brands in China in the first half of 2016

Sales Volume (000 units)
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Growth Rate %
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Source: Automobile manufacturers

Judging from the performance of each segment market, the structure of the automobile market
is undergoing certain changes in which a high proportion of the market demand is shifting
towards SUV and MPV models continuously, while the market demand for sedans and
crossover utility vehicles is obviously shrinking. In the first half of the year, the SUV market
grew by 44.4% year-on-year while the sales of sedans decreased by 3.91% year-on-year and
the sales of crossover utility vehicles decreased by 32.61% year-on-year, representing a
widened decline as compared to the same period last year. Affected by the macroeconomic
environment, the growth of the automobile market was limited in general, and the market
share and actual sales volume of sedans in the passenger vehicle market in China decreased
year-by-year. In addition, the preferences of consumption demand in China changed due to
factors such as the adoption of the two-child policy, leading to a structural modification in the
sedan market and continuous increase in market share of both SUVs and MPVs.

According to the statistics published by the National Imported Vehicle Market Database, in
the first half of 2016, the accumulated sales in the imported automobile market in China was
421,000 units, declining by 9.35% year-on-year, representing a narrowed decline as compared
to the same period in 2015 of more than 20%. The imported automobile market is still in the
phase of adjustment and the dealers have increased the discount rate in order to boost the sales
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volume, however, the effect was insignificant. The decrease in sales volume of imported
automobiles was due to factors such as the slowdown of overall economic growth and certain
imported automobile models being manufactured domestically. For instance, luxury brands
such as Jaguar & Land Rover and Cadillac are gradually shifting towards domestic
manufacturing. Although the sales volume of imported automobiles remained at a low level,
the sales of parallel imported automobiles showed a positive trend, with its sales volume
reaching 54,548 units, which accounted for more than 12% of the market share of imported
automobiles, representing a year-on-year growth of 9.15%. In the first half of the year, eight
departments, including the Ministry of Commerce, published the Opinions on Promotion of
Pilot Program for Parallel Import of Vehicles ( CBEA R HEIRH 174 O il B T E ) ),
with an aim to expediting the implementation of policies and measures in relation to the pilot
program for parallel import of vehicles and to facilitating the realization of solid and effective
results from the pilot program. With the support of a series of national policies, it is likely that
the market for parallel import of vehicles will witness further development.

In the first half of 2016, the sales volume of new energy automobiles in China grew by 162%,
amounting to 169,434 units, which included 126,380 units of pure electric automobiles and
43,054 units of hybrid powered automobiles. Thus, China has become the largest new energy
automobiles market in the world. The rapid growth of sales volume of new energy automobiles
was mainly driven by policies such as traffic restriction, purchase restriction and subsidies in
first-tier cities.

With the improvement of corporate innovation ability, technological advancement of the
automobile industry and aggressive entrance of external investors into the traditional
automobile manufacturer market, China’s automobile industry will enjoy new development
potential in the future. Among which, the development of new energy automobiles has
triggered a new round of transformation and upgrade in the automobile industry, which will
bring about innovation of business models. The integration of automobile and internet
technology and principles will also be the general trend in the future. Internet corporations are
also speeding up the deployment along the automobile industrial chain. With the preliminary
automobile ecosystem based on mobile internet being formed in the market, we have started to
see competitions in terms of electrification, intelligence and networking within the automobile
industry. Corporations that are able to master the core technology of intelligent automobiles,
have insight into the actual needs of the market and implement effective industrial
development model will become the major drivers of the market for the electric intelligent
automobiles in the future.
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BUSINESS OVERVIEW

During the first half of 2016, as the economic growth in China continued to slow down,
China’s automobile industry saw an imbalance in capacity utilization and a significant
structural overcapacity. Meanwhile, with the rising labour costs in the industry, falling market
demand for new automobiles and declining revenue of automobile dealers, the automobile
industry is facing intensified competition. Under such circumstances, the Group remained
prudent towards the growth of new automobile sales. Meanwhile, since the Group was
acquired by China Grand Automotive Services Co., Ltd. (& FEV<H AR B F]) (“CGA”,
and together with its subsidiaries, collectively the “CGA Group”), it had slowed down the
expansion of its dealer network and shifted to a conservative strategy aiming for stable
development.

Distribution network layout

During the first half of 2016, the Group adopted a general layout plan by selecting potential
regions for outlet planning. The Group opened one new 4S store of luxury brand in the first
half of 2016, which was the 4S store of Jaguar & Land Rover in Shanghai. As of June 30,
2016, the Group had 87 dealership stores and 5 repair and decoration stores. There were 79
stores of luxury and ultra-luxury brands, accounting for as high as 90% of all the dealership
stores. In addition, the Group had 8 dealership stores of mid-to-upper brands, 2 independent
repair centres and 3 decoration and damage assessment centres. The Group is committed to
expanding its dealership network in a steady and solid pace, while making efforts to optimize
the distribution of its existing nationwide dealership outlets for luxury and ultra-luxury brands
so that the distribution is balanced and reasonable. After merging with the CGA Group, we
will evaluate the performance of each dealership outlet from various aspects such as
profitability, capital efficiency, etc. and consider to close down some underperforming
dealership outlets in order to improve the overall profitability of the dealership network and
enhance the performance of the Group.

New car sales and after-sales services

During the first half of the year, the Group adopted a conservative sales strategy as it was still
in the tender offer process. As of June 30, 2016, the Group sold 29,115 units of new
automobiles, representing a year-on-year decrease of 11%, among which, sales of luxury
brand automobiles and mid-to-upper brand automobiles amounted to 24,172 units and 4,943
units, representing a year-on-year decrease of 13.7% and a year-on-year growth of 5.6%,
respectively. During the first half of 2016, with a view to ensuring stable and healthy
development of the dealers’ automobile sales businesses, after-sales services and extended
services in the long run, as well as reducing the inventory pressure of the dealers, BMW had
adjusted its wholesale volume target and lowered its target of sales volume growth. In
addition, the sales of Jaguar & Land Rover in the first half of the year was affected to a certain
extent by the shortage of Range Rover Sport models, while the market experienced robust
demand in the first quarter this year. As for the management of sales of new automobiles, the
Group strived to maintain sales profits and ensure that the comprehensive gross profit of the
sales of new automobiles remains at a stable level.
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During the first half of 2016, our after-sales services performance was directly affected by the
decrease in the number of in-store automobile maintenance and sales of automobile decoration
caused by the decrease in new car sales. As of June 30, 2016, revenue from our after-sales
services amounted to RMB1,344.1 million, representing a year-on-year decrease of 23.6%.
Although revenue from after-sales services decreased, the gross profit margin of after-sales
services for the first half of 2016 remained at a high level of 46.0%.

Automobile value-added services

Automobile value-added business, especially automobile financing and automobile insurance,
was also affected by the decrease in new car sales. In the first half of 2016, commission
income from automobile value-added business was RMB161.4 million, representing a year-
on-year decrease of 8.3%.

Due to the decrease of new car sales volume by 11% in the first half of the year as compared
to the same period last year, commission income from insurance in the first half of 2016 was
affected, and thus decreased by 8.3% as compared to that of the same period in 2015. The
average premium of insurance renewal decreased as a result of the adjustment of automobile
insurance premium nationwide and aging of automobiles for insurance renewal. However, the
insurance renewal business continued to grow, and the number of vehicles with insurance
renewed saw a year-on-year increase of 6%.

Due to the heightened national emission standards in China as well as the influence by the
decrease of new car sales volume, the trade-in volume of pre-owned automobiles in the first
half of 2016 declined as compared to the same period last year, and the trade-in ratio of pre-
owned automobiles dropped by 2 percentage points in the first half of the year as compared to
the same period last year. Meanwhile, the emergence of a number of e-commerce platforms
has intensified the competition faced by pre-owned automobiles businesses in the industry.

Stringent cost control to enhance capital efficiency

During the first half of 2016, the Group exerted stringent control over various types of costs.
The Group made adjustments to internal policies according to the market trend regarding the
control over sales and operating costs. The Group continued to improve capital efficiency and
optimize its capital structure. In order to effectively control its finance costs, the Group
selectively obtained financing either from manufacturers or banks, through reasonable
planning based on automobile models, timing of sales and manufacturers’ events for different
automobile brands. By effectively controlling the financial gearing and debt level, the Group
lowered the finance costs by 10.3% in the first half of 2016 as compared to that of the same
period in 2015.
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Achieving synergies through integration with the CGA

In June 2016, the CGA Group officially completed its tender offer for the Group. As China’s
largest automobile dealership and services group, passenger vehicle finance leasing provider,
and pre-owned automobile trading agency among automobile dealers in China, the CGA
Group has been in a leading position in the industry. Following the acquisition of the Group,
the CGA Group continued to position the Group as the largest dealer of BMW and Jaguar &
Land Rover brands in Mainland China, and strive to make the Group a leading company for
automobile dealership of luxury and ultra-luxury brands on this basis. Moreover, the CGA
Group’s business, which places emphasis on mid-to-upper brands and nationwide expansion,
will also be well-complemented by the Group in terms of brand operation and geographical
distribution. Meanwhile, the integration will facilitate the centralized management and
business expansion of the two groups, achieve synergy effects, expand cost advantages and
enhance risk resistance capacity, which will foster strong competitive edge in China’s highly
fragmented automobile dealership industry.

The CGA Group will consolidate its resources with those of the Group in terms of brand,
channel, management and operation for complementary purposes, which would facilitate the
integration of its automobile sales, after-sales services, finance leasing, marketing and
customer service with the Group. The Group will gradually optimize the personnel structure
and management model through structural adjustment. The initial structural adjustment from
the original management by divisions to the management by regions has been completed with
a view to improving the standards of operation and management, which will in turn increase
the revenue from businesses of automobile sales, after-sales services and value-added services.
Meanwhile, the new management model will also reduce the cost of sales and administrative
expenses, potentially leading to an increase in the gross profit margin. Upon completion of the
integration, the Group will be committed to increasing the revenue and profit margin of
automobile sales and after-sales services, pushing forward the expansion of the coverage of its
passenger vehicle dealership services and boosting the development of automobile value-
added services by leveraging the strong finance leasing business platform and standardized
pre-owned automobile business structure of the CGA Group, with a view to further enhancing
the advantageous businesses along the industry chain of the after-sales market and to
increasing revenue from value-added businesses.

With respect to the automobile finance leasing business, leveraging the advantages offered by
the platform of the CGA Group, the Group will provide more diversified financial products
and services, while reducing the operating costs and capital costs with the assistance of the
distribution network across the nation and diversified capital sources from the CGA Group.
The Group will provide customers with one-stop services based upon its business structure
built along the whole industry chain. It will also improve the performance of the Group’s
automobile sales by expanding sales channels of whole-vehicles, while integrating various
services such as repairs, maintenance and insurance agency in a more effective way as well as
providing more rooms for the development of pre-owned automobile business. This will
ultimately help to facilitate the development of comprehensive and integrated services for
automobile dealership, thereby securing and strengthening the Group’s leading position in the
field of automobile dealership services for luxury and ultra-luxury brands.
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With respect to pre-owned automobiles business, with the gradual relaxation of the policy
restriction on relocation across the country, the trading environment of pre-owned vehicles
has been improved. The CGA Group is the largest trading agent of pre-owned automobiles
among the automobile dealers in China. Following the integration of its pre-owned
automobiles business with the CGA Group, the Group will take advantage of its highly
efficient business model to explore resources and channels and improve the operating
capacity, so as to achieve rapid growth in offline business and commission income whilst
promoting professional and standardized agency services for pre-owned automobiles trading,
thereby forming the ecosystem of pre-owned automobiles business.

Meanwhile, after the integration with the CGA Group, the Group will further strengthen cost
control, improving operation efficiency and risk management procedures to enhance overall
revenue and profitability. The Group has joined the centralized procurement system of the
CGA Group and has now commenced centralized procurement for automobile decoration
accessories and spare parts. Through centralized procurement, the Group would be able to
realize cost advantages and reduce cost of sales to a certain extent, thereby further increasing
the gross profit from automobiles sales and after-sales services.

FINANCIAL REVIEW
Revenue

For the six months ended June 30, 2016, our revenue was RMB10,871.4 million, representing
a decline of approximately 22.6% compared to the same period in 2015. The decrease was
primarily due to a decrease of RMB2,751.0 million, or 22.4%, in automobile sales revenue,
particularly from the sales of luxury and ultra-luxury automobiles, as compared to the same
period in 2015.

The table below sets out the Group’s revenue for the periods indicated.

Unaudited Unaudited
For six months ended For six months ended
June 30, 2016 June 30, 2015
Revenue Source Revenue Contribution Revenue Contribution
(RMB’000) (%) (RMB’000) (%)
Automobile sales 9,524,462 87.6 12,275,502 87.4
After-sales business 1,344,089 124 1,758,675 12.6
Finance lease income 2,850 0.0 3,163 0.0
Total 10,871,401 100.0 14,037,340 100.0
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Automobile sales generated a substantial portion of our revenue, accounting for 87.6% of our
revenue for the six months ended June 30, 2016. Revenue generated from the sale of luxury
and ultra-luxury brands and our mid-to-upper market brands accounted for approximately
93.7% (six months ended June 30, 2015: 94.5%) and 6.3% (six months ended June 30, 2015:
5.5%), respectively, of our revenue from the sales of automobiles. The decrease of revenue
from the sales of automobiles of RMB2,751.0 million was mainly attributable to the decrease
of revenue from the sales of luxury and ultra-luxury automobiles, which was mainly due to (1)
the decrease of the number of luxury and ultra-luxury automobiles sold by the Group from
28,015 units for the six months ended June 30, 2015 to 24,172 units for the same period in
2016, representing a decrease of approximately 13.7%; and (2) the decrease in average selling
price for the six months ended June 30, 2016 as compared to the same period in 2015 due to
the changes in automobile models sold and the decrease in selling price due to supply and
demand imbalance.

Revenue from our after-sales business decreased by 23.6% from RMB1,758.7 million for the
six months ended June 30, 2015 to RMB1,344.1 million for the same period in 2016. The
decrease in revenue from after-sales business was mainly due to the decrease of sales of
automobiles in the second half of 2015 which resulted in the decrease of the number of
automobiles that received after-sales services for the six months ended June 30, 2016 as
compared to the same period in 2015. In addition, the selling price of certain spare parts was
adjusted downwards by certain manufacturers which also contributed to the decrease in
revenue from after-sales business. The relative contribution of our after-sales business to our
revenue decreased from 12.5% for the six months ended June 30, 2015 to 12.4% for the same
period in 2016.

Cost of sales and services

For the six months ended June 30, 2016, our cost of sales and services decreased by 22.2%,
from RMB12,737.4 million for the same period in 2015 to RMB9,914.6 million. This decrease
was consistent with the decline in our sales throughout the six months ended June 30, 2016.

The cost of sales and services attributable to our automobile sales business amounted to
RMB9,188.1 million for the six months ended June 30, 2016, representing a decrease of
RMB2,613.6 million, or 22.1%, from the same period in 2015. The cost of sales attributable to
our after-sales business amounted to RMB726.3 million for the six months ended June 30,
2016, representing a decrease of RMB209.3 million, or 22.4%, from the same period in 2015.

Gross profit and gross profit margin

Gross profit for the six months ended June 30, 2016 was RMB956.8 million, representing a
decrease of RMB343.1 million, or 26.4%, from the same period in 2015. Gross profit from
automobile sales decreased by 29.0% from RMB473.8 million for the six months ended June
30, 2015 to RMB336.3 million for the same period in 2016, of which RMB330.4 million were
from the sales of luxury and ultra-luxury automobiles. Gross profit from after-sales business
decreased by 24.9% from RMBS823.1 million for the six months ended June 30, 2015 to
RMB617.8 million for the same period in 2016. Automobile sales and after-sales business
contributed 35.2% and 64.6%, respectively, to the total gross profit for the six months ended
June 30, 2016.
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Gross profit margin for the six months ended June 30, 2016 was 8.8% compared to 9.3% of
the same period last year, of which the gross profit margin of automobile sales was 3.5%
compared to 3.9% of the same period last year, and after-sales business was 46.0% compared
to 46.8% of the same period last year. The gross profit margin of automobile sales for the six
months ended June 30, 2016 decreased 0.4 percentage points as compared to the same period
last year, which was mainly attributable to the drop of the selling price. Due to the downward
adjustment of the selling price of spare parts by manufacturers, the gross profit margin of
after-sales business slightly decreased by 0.8 percentage points as compared to the same
period last year.

Other income and net gains

Other income and net gains decreased by 14.3% from RMB221.8 million for the six months
ended June 30, 2015 to RMB190.1 million for the same period in 2016, mainly due to a
decrease in the commission income from RMB176.0 million for the six months ended June 30,
2015 to RMB161.4 million for the same period of 2016. The insurance commission,
commission from financing services business and commission from pre-owned automobiles
agency business was in line with the decrease in sales of automobiles.

Profit from operations

As a result of the foregoing, our profit from operations for the six months ended June 30, 2016
decreased by 56.3% from RMB&819.7 million in the same period last year to RMB357.9
million.

Profit for the period

As a result of the cumulative effect of the foregoing, our profit for the six months ended June
30, 2016 decreased by 83.4% from RMB403.2 million in the same period last year to
RMB66.8 million.

LIQUIDITY AND CAPITAL RESOURCES
Cash Flow

As at June 30, 2016, our cash and cash equivalents amounted to RMB1,110.7 million,
representing a decrease of 48.6% from RMB2,161.0 million as at December 31, 2015.

Our primary uses of cash were to pay for purchases of new automobiles, spare parts and
automobile accessories, to establish new dealership stores and to fund our working capital and
normal operating expenses. We financed our liquidity requirements through a combination of
short-term bank loans and other borrowings and cash flows generated from our operating
activities.

Going forward, we believe that our liquidity requirements will be satisfied by using a
combination of bank loans and other borrowings, cash flow generated from our operating
activities and other funds raised from the capital markets from time to time. For the six
months ended June 30, 2016, our net cash generated from operating activities, net cash used in
investing activities, and net cash used in financing activities were RMB471.7 million (six
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months ended June 30, 2015: RMB448.1 million), RMB138.4 million (six months ended June
30, 2015: RMB318.0 million), and RMB1,351.9 million (six months ended June 30, 2015:
RMB164.7 million), respectively.

Net Current Assets

As at June 30, 2016, we had net current assets of RMB4.3 million, representing a decrease of
RMBS8.9 million from RMB13.2 million as at December 31, 2015.

Capital Expenditure

Our capital expenditures primarily comprised of expenditures on property, plant and
equipment, land use rights and intangible assets. During the six months ended June 30, 2016,
our total capital expenditure was RMB257.7 million (six months ended June 30, 2015:
RMB375.5 million).

Inventory

Our inventories primarily consisted of new automobiles and spare parts and accessories. Each
of our dealership stores individually manages their orders for new automobiles and after-sales
products. We coordinated and aggregated orders for automobile accessories and other
automobile-related products across our dealership network.

Our inventories increased by 28.9% from RMB2,454.9 million as at December 31, 2015 to
RMB3,164.5 million as at June 30, 2016, primarily due to the seasonal fluctuation as the
inventory level at year end peak season is usually low while the inventory level at mid-year
will rise and later starts to fall towards the year end.

Our average inventory turnover days in the six months ended June 30, 2016 increased to 51.0
days from 40.3 days as compared to the same period in 2015 primarily due to the decrease in
sales volume being more significant than the decrease in inventory level.

Interest-bearing bank and other borrowings

As at June 30, 2016, the Group’s available and unutilized banking facilities amounted to
approximately RMB6,405.2 million (December 31, 2015: RMB10,279.2 million).

Our interest-bearing bank and other borrowings as at June 30, 2016 were RMB7,210.5 million,
a decrease of RMB1,070.4 million from RMBS&,280.9 million as at December 31, 2015. The
significant decrease of bank borrowings balances was mainly due to the Company adopting
relatively stringent fund management policies which improved the fund utilization efficiency
and resulted in the significant decrease in bank borrowings.

Interest rate risk and foreign exchange rate risk
The Group currently has not used any derivatives to hedge interest rate risk. The Group
conducts its business primarily in Renminbi. Certain bank deposits, bank borrowings and

credit enhanced bonds were denominated in foreign currencies. The Group has entered into
various forward currency options to manage its exchange rate risk exposure. These forward
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currency options are not designated for hedging purposes and are measured at fair value
through profit or loss. As at June 30, 2016, a fair value of RMB27.3 million (June 30, 2015:
Nil) was recognized by the Group on the forward currency options.

Gearing ratio

Our gearing ratio (as defined as net debt divided by equity attributable to owners of the
Company plus net debt) for the six months ended June 30, 2016 was 69.3% (December 31,
2015: 69.3%).

Human resources

As at June 30, 2016, the Group has approximately 5,918 employees (December 31, 2015:
6,158). Total staff costs for the six months ended June 30, 2016, excluding directors’
remuneration were approximately RMB338.3 million (six months ended June 30, 2015:
RMB275.7 million).

The Group values the recruiting and training of quality personnel. We implement remuneration
policy, bonus and long term incentive schemes with reference to the performance of the Group
and individual employees. The Group also provides benefits, such as insurance, medical and
retirement funds, to employees to sustain competitiveness of the Group.

Contingent liabilities

As at June 30, 2016 and December 31, 2015, the Group had no significant contingent
liabilities.

Pledge of the Group’s assets

Our Group had pledged our group assets and shares in certain subsidiaries as securities against
interest-bearing bank and other borrowings and bills payable which were used to finance daily
business operation and acquisition. As at June 30, 2016, the pledged group assets amounted to

approximately RMB3,935.5 million (December 31, 2015: RMB3,941.2 million); the Group
did not have any pledged letter of credits (December 31, 2015: RMB13.0 million).

Changes since December 31, 2015

There were no other significant changes in the Group’s financial position or from the
information disclosed under Management Discussion and Analysis in the annual report for the
year ended December 31, 2015.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S LISTED SECURITIES
Neither the Company, nor any of its subsidiaries purchased, redeemed, or sold any of the

Company’s listed securities during the six months ended June 30, 2016 and at and before the
date of this announcement.
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OUTLOOK AND STRATEGY

China’s automobile circulation market has entered into a period of intensive adjustment and
will be developing into a mature market. The industry has witnessed changes from the original
industry landscape of low concentration and fragmented operations. In recent years, with
decreasing profit from new automobiles and rising land rentals and labour costs, the overall
profit of automobile dealers in China showed a downward trend. In addition, as traditional
dealership industry has a longer investment payback period, the development of China’s
automobile industry has entered into the new normal status of “slight growth”. In light of the
slowdown of growth rate of the automobile industry, enhancing the risk resistance capacity of
automobile dealers through business expansion and centralized management in the automobile
circulation market would be one of the fastest and effective ways to position ourselves to
capitalize on the advantages of our extended business and to maintain the balance of the
structure of revenue and profit.

The acquisition of the Group by the CGA Group has been completed during the first half of
2016. Subsequently, further integration in terms of brand management, regional management,
remuneration and performance management as well as capital allocation management will be
carried out. Synergies will be achieved by combining the advantages from the scale and
diversification of the CGA Group’s business, which will better reduce operation costs and
improve corporate profitability. On the basis of the well-established enterprise resource
planning system, customer relations management system, e-commerce platform, capital
system and finance leasing system of the CGA Group, we would be able to adopt an integrated
management model for human resources, business, finance and capital, thereby realising
refined management.

Based on the overall development strategy formulated by the CGA Group, we will continue to
perfect and implement prudent business strategies with timely adjustment on the development
directions for the long term interests. We will also live up with the trend and seize the market
opportunities. As for new car sales and after-sales services business, we will continue to
strengthen our strategic cooperation partnership with automobile manufacturers, consolidate
customers’ resources and explore the service value in the whole life cycle of customers. We
will also gradually transform customers’ loyalty from automobile brands to dealership service
brands, which could foster strong ties with customers and enhance customer retention rate.
Meanwhile, there are still huge potentials for profit from automobile value-added services to
grow. Leveraging the well-developed network and comprehensive platform of the CGA
Group, we will step up our efforts in promoting the development of automobile financing and
pre-owned automobiles business. Moreover, by enhancing the cooperation with major
insurance companies and commercial banks, we will expand the automobile insurance and
financing business and devote more resources in the development and launch of products that
can attract loyal customers easily, such as insurance and insurance renewal, with a view to
raising its penetration rate and profit margin. Facing the volatile market environment, we will
continue to strictly control the inventory level and costs of operation and management, so as
to expand our income sources, reduce expenses and enhance cost effectiveness.
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COMPLIANCE WITH THE CORPORATE GOVERNANCE CODE

The Company has applied the principles set out in the Corporate Governance Code (“CG
Code”) set out in Appendix 14 to the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) (the “Listing Rules”).

In the opinion of the Directors, throughout the six months ended June 30, 2016, the Company
has complied with all the code provisions set out in the CG Code, save and except for code
provisions A.2.1 and A.4.1.

Under the code provision A.2.1, the division of responsibilities between the chairman and
chief executive should be clearly established and set out in writing. Prior to the change of
directors of the Company on June 21, 2016, our former chairman, Mr. Yang Aihua, was
responsible for the operation and management of the Board, whilst our former vice-chairman
and chief executive officer, Mr. Yang Hansong, was responsible for the business operations of
the Company. The Board considers that the respective responsibilities of the chairman and
chief executive officer were clear and distinctive and therefore written terms thereof were not
necessary. With effect from June 21, 2016, Mr. Yang Aihua resigned as the chairman of the
Company and Mr. Li Jianping was appointed in his stead, and Mr. Yang Hansong resigned as
a vice-chairman and the chief executive officer of the Company and no chief executive officer
was appointed. With effect from June 21, 2016, the day-to-day management of the Group is
delegated to other executive Directors and the management of the Company. The Board is of
the view that the current management structure can effectively facilitate the Group’s operation
and business development.

Under code provision A.4.1, the non-executive Directors should be appointed for a specific
term and subject to re-election. Mr. Lu Linkui, who was appointed as a non-executive Director
with effect from March 31, 2014, did not enter into any service contract with the Company
and does not have a specific term of appointment. However, Mr. Lu Linkui is subject to
retirement by rotation and re-election at annual general meetings of the Company in
accordance with the articles of association of the Company. Mr. Lu Linkui retired and was re-
elected as a non-executive Director at the annual general meeting of the Company held on
June 18, 2015. As such, the Company considers that sufficient measures have been taken to

ensure that the Company’s corporate governance practices are no less exacting than those in
the CG Code.

COMPLIANCE WITH THE MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by Directors of Listed
Issuers (the “Model Code”) set out in Appendix 10 to the Listing Rules as its own code of
conduct regarding securities transactions of the Directors. Specific enquiry has been made to
all the Directors who have confirmed that they have complied with the Model Code throughout
the six months ended June 30, 2016.

The Board has also adopted the Model Code as guidelines for its relevant employees who are
likely to be in possession of unpublished inside information of the Company in respect of their
dealings in the securities of the Company. No incident of non-compliance of the Model Code
by the employees was noted by the Company.
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WAIVER FROM STRICT COMPLIANCE WITH PUBLIC FLOAT REQUIREMENT
UNDER RULE 8.08(1)(A) OF THE LISTING RULES

Pursuant to Note 1 to Rule 8.08(1)(b) of the Listing Rules, trading in the shares of the
Company was suspended with effect from 9:00 a.m. on June 22, 2016. The Company has
applied for and the Stock Exchange has subsequently granted a waiver from strict compliance
with the public float requirement under Rule 8.08(1)(a) of the Listing Rules for a three-month
period from June 21, 2016 to September 21, 2016. Active steps are being taken to restore the
required minimum public float and announcement(s) regarding the restoration of public float
and resumption of trading will be made as soon as possible.

INTERIM DIVIDEND

The Board does not recommend the payment of any interim dividend for the six months ended
June 30, 2016 (six months ended June 30, 2015: Nil).

AUDIT COMMITTEE REVIEW

Pursuant to the requirement of the CG Code and the Listing Rules, the Company has
established an audit committee (the “Audit Committee”) comprising of Mr. Diao Jianshen
(chairman), Mr. Wang Keyi and Mr. Chan Wan Tsun Adrian Alan, all of whom are the
Company’s independent non-executive Directors.

The Audit Committee has considered and reviewed the unaudited condensed consolidated
financial statements of the Group for the six months ended June 30, 2016 and are of the view
that the Group’s unaudited condensed consolidated financial statements for the six months
ended June 30, 2016 are prepared in accordance with the applicable accounting standards,
laws and regulations, and appropriate disclosures have already been made.

PUBLICATION OF INTERIM RESULTS ON THE WEBSITES OF THE STOCK
EXCHANGE AND THE COMPANY

This announcement will be published on the websites of the Stock Exchange
(www.hkexnews.hk) and the Company (www.klbaoxin.com). The interim report of the
Company for the six months ended June 30, 2016 will be despatched to the shareholders of the
Company and made available on the same websites in due course.

By order of the Board
Baoxin Auto Group Limited
Mr. Li Jianping
Chairman

Shanghai, the People’s Republic of China, August 30, 2016
As at the date of this announcement, the executive Directors are Mr. LI Jianping, Mr. WANG
Xinming, Mr. LU Ao and Mr. QI Junjie, the non-executive Directors are Mr. ZHOU Yu and

Mr. LU Linkui, and the independent non-executive Directors are Mr. DIAO Jianshen, Mr.
WANG Keyi and Mr. CHAN Wan Tsun Adrian Alan.
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