SHEIEEIEAE
BetterLife Holding Limited

(Incorporated in the Cayman Islands with limited liability)

Stock Code: 6909

BOCOM International

Global Offering

Sole Sponsor

@ MACQUARIE

Joint Global Coordinators, Joint Bookrunners and Joint Lead Managers

O vacQuaRE [ #EER

Joint Bookrunners and Joint Lead Managers
o = Y& Rt >
UOBKayHian X DIBS r SiRES F-ris P A

Joint Lead Managers
EE R Q‘,’ 5 RESTSS

nnnnnnnnnnnnnnnnnnnnnnnnnnnnn



IMPORTANT

If you are in any doubt about any of the contents of this prospectus, you should seek independent professional advice.
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Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited and Hong Kong Securities Clearing Company Limited take no responsibility
for the contents of this prospectus, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for any loss howsoever
arising from or in reliance upon the whole or any part of the contents of this prospectus. A copy of this prospectus, having attached thereto the documents specified
in “Documents Delivered to the Registrar of Companies and Available for Inspection” in Appendix V to this prospectus, has been registered by the Registrar of
Companies in Hong Kong as required by section 342C of the Companies (WUMP) Ordinance. The Securities and Futures Commission of Hong Kong and the Registrar
of Companies in Hong Kong take no responsibility for the contents of this prospectus or any other documents referred to above.

The Offer Price is expected to be determined by agreement between Macquarie, for itself and on behalf of Huatai and the Underwriters, and our Company on or before
Thursday, July 8, 2021 or such later time as may be agreed between the parties, but in any event, no later than Saturday, July 10, 2021. If, for any reason, Macquarie,
for itself and on behalf of Huatai and the Underwriters, and our Company are unable to reach an agreement on the Offer Price by Saturday, July 10, 2021, the Global
Offering will not proceed and will lapse immediately. The Offer Price will be not more than HK$4.80 per Share and is expected to be not less than HK$4.00 per Share,
unless otherwise announced. Investors applying for the Hong Kong Offer Shares must pay, on application, the maximum offer price of HK$4.80 for each Offer Share
together with brokerage of 1%, SFC transaction levy of 0.0027% and Stock Exchange trading fee of 0.005% subject to refund if the Offer Price is lower than HK$4.80.
Macquarie, for itself and on behalf of Huatai and the Underwriters, may, with the consent of our Company, reduce the number of Offer Shares being offered under
the Global Offering and/or the indicative Offer Price range below that stated in this prospectus at any time prior to the morning of the last day for lodging applications
under the Hong Kong Public Offering. In such a case, notices of such reduction will be published on the websites of the Stock Exchange at www.hkexnews.hk and
our Company at www.blchina.com as soon as practicable but in any event not later than the morning of the last day for lodging applications under the Hong Kong
Public Offering.

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

Pursuant to the termination provisions contained in the Hong Kong Underwriting Agreement in respect of the Offer Shares, Macquarie, for itself and on behalf of
Huatai and the Hong Kong Underwriters, has the right in certain circumstances, in its absolute discretion, to terminate the obligations of the Hong Kong Underwriters
pursuant to the Hong Kong Underwriting Agreement at any time prior to 8:00 a.m. on the Listing Date. For further details of the terms of the termination provisions,
see “Underwriting — Underwriting Arrangements and Expenses — Hong Kong Public Offering — Grounds for Termination™ in this prospectus. It is important that
you refer to that section for further details.

The Offer Shares have not been and will not be registered under the U.S. Securities Act of 1933 or any state securities law of the United States and may not be offered,
sold, pledged or transferred within the United States, except in transactions exempt from, or not subject to, the registration requirements of the U.S. Securities Act.
The Offer Shares may be offered, sold or delivered outside the United States in offshore transactions in accordance with Regulation S under the U.S. Securities Act.

June 30, 2021
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Our Company will issue an announcement on the website of the Stock Exchange at
www.hkex.com.hk and our website at www.blchina.com if there is any change in the

following expected timetable of the Hong Kong Public Offering.

The application for the Hong Kong Offer Shares will commence on Wednesday, June
30, 2021 through Thursday, July 8, 2021, being slightly longer than normal market
practice of four days. The application monies (including the brokerages, SFC transaction
levies and Stock Exchange trading fees) will be held by the receiving bank on behalf of
our Company and the refund monies, if any, will be returned to the applicants without
interest on Wednesday, July 14, 2021. Investors should be aware that dealings in our

Shares on the Stock Exchange are expected to commence on Thursday, July 15, 2021.

Hong Kong Public Offering commences . ........ 9:00 a.m. on Wednesday, June 30, 2021

Latest time to complete electronic applications under
White Form eIPO service through the designated
website at www.eipo.com.hk (note 4) ........... 11:30 a.m. on Thursday, July 8, 2021

Application lists for the Hong Kong
Public Offering open (note 2) ................. 11:45 a.m. on Thursday, July 8, 2021

Latest time for lodging WHITE and YELLOW
Application Forms and giving electronic application instructions
to HKSCC (note 3) . ... .. . . . . . .. . ... 12:00 noon on Thursday, July 8, 2021

Latest time to complete payments for White Form eIPO
applications by effecting internet banking transfer(s) or

PPS payment transfer(s) ..................... 12:00 noon on Thursday, July 8, 2021
Application lists close (note 2) ................. 12:00 noon on Thursday, July 8, 2021
Expected Price Determination Date (note 6) .. ................. Thursday, July 8, 2021

Announcement of the Offer Price, the indications of
the level of interest in the International Offering,
the level of applications in the Hong Kong Public Offering,
and the basis of allocation of the Hong Kong Offer Shares
to be published at the websites of the Stock Exchange
at www.hkexnews.hk and the Company at
www.blchina.com on or before (note 7) ................. Wednesday, July 14, 2021

Results of allocations in the Hong Kong Public Offering
(with successful applicants’ identification document numbers,
where appropriate) to be available through a variety of channels
(See “How to Apply for Hong Kong Offer Shares —
F. Publication of Results”) from . ....................... Wednesday, July 14, 2021
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Results of allocations in the Hong Kong Public Offering
will be available at www.iporesults.com.hk

(alternatively: English https://www.eipo.com.hk/en/Allotment;
Chinese https://www.eipo.com.hk/zh-hk/Allotment) with

a “search by ID function”. ... ..... ... ... ... . ... .... Wednesday, July 14, 2021

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

Public Offering on or before (notes 5 & 8)................ Wednesday, July 14, 2021

Share certificates in respect of wholly or partially
successful applications to be dispatched or deposited

into CCASS on (notes 9to I1)....... .. ... ... ... ....... Wednesday, July 14, 2021

White Form e-Refund payment instructions/refund
checks in respect of wholly successful (if applicable)
or wholly or partially unsuccessful applications to be

dispatched on (notes 7 to 12) .. ... ... ... . .. ... Wednesday, July 14, 2021

Dealings in Shares on the Main Board of

the Stock Exchange to commence on . ........... 9:00 a.m. on Thursday, July 15, 2021

Notes:

(1)

()

3)

)

(%)

(6)

All times refer to Hong Kong local time. For details of the structure of the Global Offering, including its
conditions, see “Structure of the Global Offering” in this prospectus.

If there is a “black” rainstorm warning, a tropical cyclone warning signal number 8 or above and/or Extreme
Conditions in force in Hong Kong at any time between 9:00 a.m. and 12:00 noon on Thursday, July 8, 2021,
the application lists will not open and close on that day. Further information is set out in “How to Apply for
Hong Kong Offer Shares — E. Effect of bad weather and/or Extreme Conditions on the opening of the
application lists”. If the application lists do not open and close on Thursday, July 8, 2021, the dates mentioned
in this section may be affected. An announcement will be made by us in such event.

Applicants who apply for Hong Kong Offer Shares by giving electronic application instructions to HKSCC
should refer to “How to Apply for Hong Kong Offer Shares — A. Applications for Hong Kong Offer Shares
— 5. Applying by Giving Electronic Application Instructions to HKSCC via CCASS” for details.

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

Share certificates for the Hong Kong Offer Shares will become valid certificates of title at 8:00 a.m. on
Thursday, July 15, 2021, provided that (i) the Global Offering has become unconditional in all respects; and
(ii) neither of the Underwriting Agreements has been terminated in accordance with its terms. Investors who
trade Shares on the basis of publicly available allocation details before the receipt of Share certificates or
before the Share certificates become valid certificates do so entirely at their own risk.

The Offer Price is expected to be determined by Thursday, July 8, 2021 but in any event, the expected time
for determination of the Offer Price will not be later than Saturday, July 10, 2021. If, for any reason, the Offer
Price is not agreed between Macquarie, for itself and on behalf of Huatai and the Underwriters, and our
Company by Saturday, July 10, 2021, the Global Offering will not proceed and will lapse immediately.

— 11—
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@)

(3)

€))

(10)

(11

12)

e-Refund payment instructions/refund checks will be issued in respect of wholly or partially unsuccessful
applications pursuant to the Hong Kong Public Offering and also in respect of wholly or partially successful
applications in the event that the final Offer Price is less than the price payable per Offer Share on application.
Part of the applicant’s Hong Kong identity card number or passport number, or, if the application is made by
joint applicants, part of the Hong Kong identity card number or passport number of the first-named applicant,
provided by the applicant(s) may be printed on the refund check, if any. Such data would also be transferred
to a third party for refund purposes. Banks may require verification of an applicant’s Hong Kong identity card
number or passport number before cashing the refund check. Inaccurate completion of an applicant’s Hong
Kong identity card number or passport number may lead to delay in encashment of, or may invalidate, the
refund check.

Applicants who apply on WHITE Application Forms for 1,000,000 Hong Kong Offer Shares or more under
the Hong Kong Public Offering and have provided all information required on their Application Forms may
collect any refund check(s) and/or Share certificate(s) in person from our Hong Kong Share Registrar,
Computershare Hong Kong Investor Services Limited, at Shops 1712-1716, 17th Floor, Hopewell Centre, 183
Queen’s Road East, Wan Chai, Hong Kong, and may do so in person from 9:00 a.m. to 1:00 p.m. on
Wednesday, July 14, 2021. Applicants being individuals who apply for 1,000,000 Hong Kong Offer Shares or
more and opt for personal collection must not authorise any other person to make collection on their behalf.
Applicants being corporations who are applying for 1,000,000 Hong Kong Offer Shares or more and opt for
personal collection must attend by their authorized representatives bearing letters of authorisation from their
corporations stamped with the corporations’ chop. Identification and (where applicable) authorisation
documents acceptable to our Hong Kong Share Registrar must be produced at the time of collection.

Applicants who apply on YELLOW Application Forms for 1,000,000 Hong Kong Offer Shares or more under
the Hong Kong Public Offering and have provided all information required by their Application Forms may
collect their refund check(s), where applicable, in person but may not elect to collect their Share certificate(s),
which will be deposited into CCASS for the credit of their designated CCASS Participants’ stock accounts or
CCASS Investor Participant stock accounts, as appropriate. The procedures for collection of refund check(s)
for YELLOW Application Form applicants are the same as those for WHITE Application Form applicants
specified in note (8) above.

For applicants who have applied for Hong Kong Offer Shares by giving electronic application instructions
to HKSCC, their refund (if any) will be credited to their designated bank account or the designated bank
account of the designated CCASS Participant through which they made their application on Wednesday, July
14, 2021. For applicants who have instructed their designated CCASS Participant (other than CCASS Investor
Participant) to give electronic application instructions on their behalf, they can check the amount of refund
(if any) payable to them with that designated CCASS Participant. For applicants who have applied as CCASS
Investor Participant, they can check the amount of refund (if any) payable to them via the CCASS Phone
System and CCASS Internet System (under the procedures contained in HKSCC’s “An Operating Guide for
Investor Participants” in effect from time to time) on Wednesday, July 14, 2021 or in the activity statement
showing the amount of refund money credited to their designated bank account made available to them by
HKSCC immediately after the credit of refund money to their bank account. See “How to Apply for Hong Kong
Offer Shares — I. Dispatch/Collection of Share Certificates and Refund Monies” in this prospectus for details.

For applicants who have applied for Hong Kong Offer Shares through the White Form eIPO service and paid
the application monies from a single bank account, refund monies (where applicable) will be dispatched to
their application payment bank account in the form of e-Refund payment instructions on Wednesday, July 14,
2021. For applicants who have applied for Hong Kong Offer Shares through the White Form eIPO service
and paid the application monies from multiple bank accounts, refund monies (where applicable) in the form
of refund check(s) will be dispatched on or before Wednesday, July 14, 2021 by ordinary post at their own risk.
See “How to Apply for Hong Kong Offer Shares — I. Dispatch/Collection of Share Certificates and Refund
Monies” in this prospectus for details.

Uncollected Share certificate(s) and refund check(s) will be dispatched by ordinary post at the applicants’ own

risk to the addresses specified on the relevant applications. For further details, see “How to Apply for Hong
Kong Offer Shares — I. Dispatch/collection of Share Certificates and Refund Monies” in this prospectus.

—iii —
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(13) In case a tropical cyclone warning signal number 8 or above, a “black” rainstorm warning signal and/or
Extreme Conditions is/are in force in any days between Wednesday, June 30, 2021 and Thursday, July 15,
2021, then the day of (i) announcement of results of allocations in the Hong Kong Public Offering; (ii) dispatch
of Share certificates and refund checks/White Form eIPO e-Refund payment instructions; and (iii) dealings
in the Shares on the Stock Exchange may be postponed and an announcement may be made in such event.

The above expected timetable is a summary only. You should carefully read the
“Underwriting”, “Structure of the Global Offering”, and “How to Apply for Hong Kong
Offer Shares” in this prospectus for details relating to the structure of the Global
Offering, procedures on the applications for Hong Kong Offer Shares and the expected
timetable, including conditions, effect of bad weather and/or Extreme Conditions and the
dispatch of refund checks and Share certificates.

For details of the structure of the Global Offering, including the conditions thereof, see

“Structure of the Global Offering” in this prospectus.
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SUMMARY

This summary aims to give you an overview of the information contained in this
prospectus. Since it is a summary, it does not contain all the information that may be
important to you. You should read this prospectus in its entirety before you decide
whether to invest in our Shares.

There are risks associated with any investment. Some of the particular risks in
investing in our Shares are set out in “Risk Factors” in this prospectus. You should read
that section carefully before you decide to invest in our Shares.

OVERVIEW

We are an automobile dealership service provider in China focusing on luxury and
ultra-luxury brands. We ranked sixth among all ultra-luxury brand automobile dealership
service providers in China as measured by revenue generated for the year ended December 31,
2020 with a market share of approximately 4.0%, according to the Frost & Sullivan Report.
Passenger vehicle brands are categorized into four segments, namely ultra-luxury, luxury,
medium-level and entry-level. See “Industry Overview — Overview of Passenger Vehicle
Market in China — Market Segmentation” in this prospectus for details. The market share of
ultra-luxury brand automobiles was approximately 2.9% within the automobile dealership
industry in China in terms of revenue generated in 2020. As of the Latest Practicable Date, we
operated 12 4S dealership stores for the brands of Porsche, Audi, Mercedes-Benz, Bentley,
Volvo and Jaguar-Land Rover across six provinces and municipalities in China, namely
Beijing, Tianjin, Shandong, Sichuan, Zhejiang and Guangdong. According to the Frost &
Sullivan Report, these six provinces and municipalities were all among the top ten
provincial-level regions in China in terms of the number of high-net-worth individuals in 2020,
and had shown strong purchase power and demands for luxury and ultra-luxury automobiles.

We offer a comprehensive range of automobile-related products and services, including
(i) sale of automobiles consisting of imported and domestically manufactured petroleum
models. For the years ended December 31, 2018, 2019 and 2020, we sold a total of 14,113,
13,233 and 13,480 automobiles, respectively, among which approximately 60.0%, 58.4% and
55.7% were imported models, and approximately 40.0%, 41.6% and 44.3% were domestically
manufactured models. During the Track Record Period, we also sold certain new energy
vehicle models for Audi, Porsche, imported Volkswagen, JAC Volkswagen-Sihao and Volvo.
For the years ended December 31, 2018, 2019 and 2020, the total number of new energy
vehicles (including plug-in hybrid electric models and pure electric models) sold by our Group
was 152, 664 and 635, respectively, which we consider insignificant to our dealership business
as a whole; and (ii) after-sales services, which consist of repair and maintenance services, sale
of accessories and other automobile-related products, insurance agency services and
automobile license plate registration services. According to the Frost & Sullivan Report, both
plug-in hybrid electric model and pure electric model are categorized as new energy vehicles
under industry practice. We also provide other automobile-related value-added services to
customers, such as automobile financing and pre-owned automobile brokerage services. We
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believe that our broad range of services allow us to build and maintain long-term relationships
with our customers and establish a variety of revenue streams. Unlike direct sales outlets of
automobile manufacturers, repair shops and spare parts retail centers, which only provide
limited services to customers, our 4S dealership stores provide a full spectrum of automobile-
related services from sales to after-sales services which cover the whole value chain in the
automobile industry. By continuing to enhance customer satisfaction, we aim to become a
one-stop provider of automobile products and services for our customers.

In 2000, we opened our first dealership store for Audi in Beijing and became one of the
first dealers of Audi in China. In 2003, we opened our first dealership store for Porsche in
Beijing, which was also the first Porsche 3S dealership store in China. Our success in the
luxury and ultra-luxury brand automobile dealership segment is grounded in our in-depth
understanding of the needs of luxury and ultra-luxury brand automobile purchasers, our
effective marketing towards this group of customers and the high quality services we provide.
We have established advanced information technology systems in our headquarters and across
our 4S dealership stores as a uniform digital platform which integrates data and information
relating to our customers and automobile brands. In 2016, we completed the roll-out of our
ERP system, which maintains in one database the information needed for a variety of business
functions, such as inventory, financial and human resources management. In addition to
helping customers choose their preferred automobile models, we follow up with each customer
and provide them with other after-sales and value-added services throughout the life cycle of
their automobiles, including repair and maintenance, insurance and trading of used cars, in
order to maintain customer relationships and cultivate further business opportunities.

Our revenue decreased from RMB8,409.2 million for the year ended December 31, 2018
to RMB&,178.8 million for the year ended December 31, 2019 primarily because revenue
generated from our sales of automobiles decreased from RMB7,346.8 million for the year
ended December 31, 2018 to RMB7,069.3 million for the year ended December 31, 2019,
mainly due to the decrease in the sales volume of automobiles as a result of the transition of
automobile models to fulfill the new requirements of the China Six Standard which have been
implemented in Zhejiang, Sichuan, Guangdong and Shandong provinces and Tianjin since July
1, 2019, and in Beijing since January 1, 2020. As advised by our PRC Legal Advisor, after the
implementation of the China Six Standard, the production and import of light-duty vehicles
that only satisfy the China Five Standard are prohibited in China. A transition period, which
is six months for Sichuan and three months for Beijing, Tianjin, Guangdong, Shandong and
Zhejiang after the implementation of the China Six Standard, has been granted by the local
governments. During the transition period, application for registration of vehicles that satisfy
the China Five Standard was still accepted by the local government authorities. However, the
implementation of the China Six Standard, which has set more stringent emission requirements
for light-duty vehicles, has resulted in a transition between automobile models. This transition
between models had a significant negative impact on the automobile sales performance of our
dealership stores in 2019 as consumers were inclined to hold off purchase decisions until the
transition was completed. We adopted a conservative approach when purchasing our inventory
for 2019 because automobiles manufactured under the old emission requirements had to be all
sold off before the end of 2019 before the new requirements took effect. These old model

_2_
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automobiles were often sold at reduced prices due to the scheduled transition. As our
manufacturers just transitioned to models of automobiles that meet the new emission
requirements as well, for a while the supplies of these new model automobiles available to us
were limited in 2019. In addition, according to the Frost & Sullivan Report, as the China Six
Standard was different from the emission standard set by the European Union, some of the
imported automobile models that did not comply with China’s emission standard were not
allowed to enter China’s market, which had led to a decrease in the volume of imported
automobiles in China during the year of 2019. Meanwhile, automobile manufacturers are
relatively more willing to supply the new automobiles, which comply with the emission
requirements in China, to the dealers in areas where such new emission standard has been
implemented. All of these factors contributed to the decrease in our sales for 2019 compared
with 2018. Our revenue increased from RMBS,178.8 million for the year ended December 31,
2019 to RMB8,533.1 million for the year ended December 31, 2020 primarily because revenue
generated from our sales of automobiles increased from RMB7,069.3 million for the year
ended December 31, 2019 to RMB7,462.5 million for the year ended December 31, 2020 as a
result of the ramp-up in the operation scale of our 4S dealership stores for Volvo and
Jaguar-Land Rover and the launch of new models of Bentley in 2019, which stimulated the
sales performance in 2020. Our net profit decreased from RMB270.2 million for the year ended
December 31, 2018 to RMB224.9 million for the year ended December 31, 2019. Our net profit
increased from RMB224.9 million for the year ended December 31, 2019 to RMB306.5 million
for the year ended December 31, 2020. Our Adjusted Net Profit, which was prepared based on
non-IFRS measures, increased by 3.3% from RMB218.3 million for the year ended December
31,2018 to RMB225.5 million for the year ended December 31, 2019. Our Adjusted Net Profit,
which was prepared based on non-IFRS measures, increased by 45.9% from RMB225.5 million
for the year ended December 31, 2019 to RMB329.0 million for the year ended December 31,
2020.

Competitive Landscape of the Automobile Industry in the PRC

The automobile industry in the PRC is regulated by a series of laws, regulations or
policies promulgated by relevant government authorities, which govern our business
operations and may affect our financial performance. The growing new energy vehicle market
may have an adverse impact on the market demand for petroleum vehicles in the luxury and

ultra-luxury segments.

. Overall favorable policies for the new energy vehicle market: The PRC government
has promulgated a series of favorable policies to promote the electric vehicle
market. For example, pursuant to the Development Plan on New Energy Vehicle
Industry (2021-2035) GHrEEVRIRELE EHERBIH] (2021-20354F)) released by the
General Office of State Council in October 2020, the sales volume of electric
vehicles is expected to represent approximately 20.0% of the total sales volume of
new passenger vehicles in China in 2025. It is not a mandatory requirement but a
direction for the development of the passenger vehicle market in China.
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Subsidies for new energy vehicles: Series of laws and regulations in the PRC
stipulated subsidies for new energy vehicles including (i) the Circular on Financial
Support Policies on the Promotion and Application of New Energy Vehicles
(2016-2020)  ([BH7£2016-20204F 7 HE I HLHE B E I I B FFECR I3 issued
on April 22, 2015; and (ii) the Circular on Adjusting the Fiscal Subsidy Policies to
Promote the Use of New-Energy Vehicles (i 557 68 I 7 4 B 1 1 A BOA G
ELHR A4 %) issued on December 29, 2016. In response, a growing number of
traditional petroleum automobile manufacturers that operate luxury and ultra-luxury
brands have started to develop and launch their own new energy vehicle models to
capture market opportunities.

Restrictive measures on petroleum vehicles: The PRC government also issued
various restrictive measures on petroleum vehicles such as tightening automobile
emission regulations and license plate restrictions that may limit the growth of the
number of petroleum automobiles on the road. For details of the automobile
emission regulations and license plate restrictions, see “Regulatory Overview —
Regulations Relating to Vehicle Emission Standards in China”, “Regulatory
Overview — Regulations Relating to Sales of New Automobiles — Regulations
Relating to Adjusting and Controlling the Quantity of Vehicles”, “Business —
Implications of Emission Regulations for the Automobile Industry” and “Business —
Implications of Regulatory Restrictions on Automobile Ownership” in this
prospectus.

We believe that the evolving regulatory environment, the new energy vehicle business and

the fierce competition in the automobile industry in the PRC will continue to affect our
business operations and prospects. For further details, see “Business — Overview — Competitive
Landscape of the Automobile Industry in the PRC” in this prospectus.

OUR BUSINESS MODEL

The diagram below sets forth the operation model of our business:

Sale of automobiles

Other automobile-related — Repair and maintenance
services” . .
— Sale of accessories and
— Automobile financing other automobile-related
- Our Group B
services products
— Pre-owned automobile — Insurance agency services

brokerage services

After-sales services

— License plate registration
services

Note:

1

During the Track Record Period, we generated commission income from automobile financing and pre-owned
automobile brokerage services, which were recognized as other income in our consolidated statements of profit
or loss.
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We conduct our businesses through our network of manufacturer-authorized dealership
stores. As of the Latest Practicable Date, we operated 12 4S dealerships across six provinces
and municipalities in China, namely Beijing, Tianjin, Shandong, Sichuan, Zhejiang and
Guangdong.

The map below illustrates the geographic coverage of the network of our existing 4S
dealership stores as of the Latest Practicable Date:

Porsche (2)
Audi (2)
Mercedes-Benz (1)
Volvo (1)
Porsche (1)
Beijing .8 l
Tianjin
Qingdao, Shandong
Qingdao Province (1)
Bentley (1)
—e -
Chengdu Hangzhou

Hangzhou, Zhejiang

Chengdu, Sichuan Province (1)

Province (2)

Porsche (2)

Foshan Jaguar-Land Rover (1)

Foshan, Guangdong
Province (1)
Jaguar-Land Rover (1)

OUR COMPETITIVE STRENGTHS

We believe that the following competitive strengths have contributed to our success and
will continue to distinguish us from our competitors in the future: (i) we are a leading provider
of automobile dealership services in the ultra-luxury brand automobile market in China; (ii) our
standardized and centralized management enables us to efficiently operate and expand our
business; (iii) we have a strategic network of 4S dealership stores covering affluent markets
and fast-developing regions in China with strong growth potential in the luxury and
ultra-luxury brand automobile segments; (iv) our customer-oriented business philosophy and
comprehensive service offerings enable us to build a loyal long-term customer base; (v)
leveraging our strong and stable relationships with European automobile manufacturers, we
have built a well-balanced brand portfolio, which allows us to capture growth opportunities in
the luxury and ultra-luxury automobile market; and (vi) we have a seasoned senior

management team supported by experienced executives at our dealership stores.
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OUR STRATEGIES

We aim to strengthen our market position as a leading luxury and ultra-luxury automobile
dealership service provider in China and to capture opportunities in the automobile market by
pursuing the following strategies: (i) further expand our automobile dealership network and
brand portfolio through organic growth and selective acquisitions; (ii) continue to maintain and
upgrade our information technology systems to strengthen our operating capabilities, enhance
customers’ experience and increase our same-store sales growth; (iii) enhance our after-sales
services and automobile-related value-added services to achieve fast business growth; (iv)
further expand our new energy vehicle business to adapt to and capture the growing new energy
vehicle market; and (v) continue to focus on the recruitment, training and retention of
employees to support our future growth and expansion.

CUSTOMERS AND SUPPLIERS

Our customers are mainly high-net-worth individuals. During the Track Record Period,
our major automobile suppliers were also our customers, primarily because we provided
in-warranty repair services to them. During the Track Record Period, we sold automobiles to
eCapital, which provided financial lease services to the ultimate automobile purchasers.
eCapital is ultimately controlled by Mr. Chou, our executive Director and Controlling
Shareholder. Other than eCapital, our top five customers during the Track Record Period are
Independent Third Parties. Except for eCapital, none of our Directors, their associates or our
current Shareholder (who, to the knowledge of our Directors, owns more than 5% of our share
capital) has any interest in our top five customers that are required to be disclosed under the
Listing Rules. For the years ended December 31, 2018, 2019 and 2020, revenue generated from
our top five customers accounted for 3.5%, 4.3% and 4.0% of our total revenue, respectively.
Given the nature of our business, our top five customers in aggregate accounted for less than
5.0% of our total revenue during the Track Record Period.

We purchase all of our new automobiles and substantially all of our spare parts and
accessories from automobile manufacturers and their authorized suppliers, and we purchase our
other automobile-related products from both automobile manufacturers and third parties. Our
top five suppliers are automobile manufacturers that supply new automobiles and spare parts
to us. For the years ended December 31, 2018, 2019 and 2020, purchases from our top five
suppliers were RMB7.7 billion, RMB7.0 billion and RMB6.9 billion, representing 96.4%,
91.6% and 86.2%, of our total purchases, respectively, and purchases from our largest supplier
were RMB4.0 billion, RMB4.1 billion and RMB3.9 billion, respectively, representing 49.6%,
53.4% and 48.5%, of our total purchases for the years ended December 31, 2018, 2019 and
2020, respectively. All of our top five suppliers are Independent Third Parties. None of our
Directors, their associates or our current Shareholder (who, to the knowledge of our Directors,
owns more than 5% of our share capital) has any interest in any of our top five suppliers that
is required to be disclosed under the Listing Rules.
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INCENTIVE REBATES

Our costs of purchasing automobiles are materially affected by the rebates granted to us
by automobile manufacturers. Our automobile manufacturers often provide us with volume-
based rebates, which are decided with reference to certain criteria set by the relevant
automobile manufacturers, including procurement and sales volume. The automobile
manufacturers settle the rebates with us from time to time taking into account the above factors
by cash or deducting the price payable by us in the subsequent purchases placed by us. Rebates,
based on either procurement or sales volume, are recognized as receivables with a
corresponding reduction to the cost of sales in the month during which the related automobiles
are sold. For procurement-based rebates, they are recognized as receivables with a
corresponding reduction to the book value of the related automobile inventory, which will be
transferred to, and recognized as, cost of sales in the month in which the related inventory is
sold. We usually estimate the rebates to be accrued based on the manufacturers’ rebate policies
and their assessment criteria prior to the confirmation of the relevant automobile manufacturer.
Then, we declare the rebates in the rebate system of the corresponding manufacturer based on
the actual procurement and/or sales volume. The estimated rebates are recorded at the end of
each month. The manufacturer will review the rebates declared by us and settle the amount
with us upon confirmation. For the years ended December 31, 2018, 2019 and 2020, we
recorded rebates of RMB?392.3 million, RMB351.4 million and RMB472.9 million,
respectively, representing 5.3%, 5.0% and 6.3% of revenue from the sale of automobiles for the
same years, respectively. See “Financial Information — Major Components of Our Results of
Operations — Cost of Sales” and “Business — Our Business — Sale of Automobiles —
Incentive Rebates from Automobile Manufacturers” in this prospectus for more information
about the incentive rebates granted by automobile manufacturers.

There is no assurance that we will continue to receive incentive rebates from automobile
manufacturers and we may encounter difficulties in recovering rebate receivables. For the
years ended December 31, 2018, 2019 and 2020, we recorded rebates of RMB392.3 million,
RMB351.4 million and RMB472.9 million, respectively, accounting for 5.3%, 5.0% and 6.3%
of our revenue from the sales of automobiles for the same years, respectively. If we had not
received the incentive rebates, we would have recorded gross losses from sales of automobiles
for the years ended December 31, 2018, 2019 and 2020. If we fail to meet the performance
targets set by the automobile manufacturers in the future, our rebates with reference thereto
will be adversely affected. Should some or all automobile manufacturers 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. See “Risk Factors — Risks
Relating to Our Business — There is no assurance that we will continue to receive incentive
rebates from automobile manufacturers and we may encounter difficulties in recovering rebate
receivables” in this prospectus for details.
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SALES VOLUME BY BRAND

The table below sets forth the sales volume of and revenue generated from both imported

and domestically manufactured automobile models by brand for the years indicated:

Ultra-luxury brands

Porsche . . . . . . ..
Bentley . . . ... ..

Luxury brands

Mercedes-Benz. . . . .
Audi . . ...

Jaguar-Land Rover . . . .

Medium-level brand

Imported Volkswagen . . .

Entry-level brand

JAC Volkswagen-Sihao . .

BUSINESS RELATIONSHIP WITH PORSCHE

Year Ended December 31,
2018 2019 2020

Domestically Domestically Domestically

Imported Manufactured Imported Manufactured Imported Manufactured
Sales Sales Sales Sales Sales Sales
Revenue Volume Revenue Volume Revenue Volume Revenue Volume Revenue Volume Revenue Volume
RMB'000  Units  RMB'000  Units  RMB’000  Units RMB’000  Units RMB’000  Units RMB'000  Units
4,043,752 5,218 - - 4,007,065 5453 - - 4,034,850 5,139 - -
59,666 26 - - 61932 24 - - 80,657 30 - -
988,098 1,341 702,844 2,155 900,776 1,060 695,600 2210 856,447 1,027 658,399 2,073
396,266 823 858930 3486 273,127 540 732,767 2,941 277966 500 716,403 2,589
- - 502 2 32,633 69 87,661 340 79,761 173 240,181 935
- - - - 5,929 8 1,688 7 313,208 396 86,397 364
296,092 1,002 - - 209,420 573 - - 116,951 242 - -
- - - - - - 744 8 - - 1,235 12
5784474 8470 1,562,276 5,643 5,550,882 7,727 1,518460 5,506 5,759,840 7,507 1,702,615 5,973

We rely on Porsche for a significant percentage of our business. For the years ended

December 31, 2018, 2019 and 2020, the revenue generated from the sales of Porsche amounted

to approximately 53.9%, 56.2% and 53.5% of the total revenue, and the gross profit generated

from the sales of Porsche amounted to approximately 65.1%, 58.9% and 58.6% of the total

gross profit. See “Business — Our Business — Business Relationship with Porsche” in this

prospectus for details.
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SUMMARY OF HISTORICAL FINANCIAL INFORMATION

The table below sets forth a summary of our consolidated statement of profit or loss for

the years indicated:

Year Ended December 31,

2018 2019 2020
RMB’000 RMB’000 RMB’000

Revenue ... ........ ... .. ... ... .. .. ... ..... 8,409,178 8,178,781 8,533,130
Costofsales ........... ... ... ... (7,583,982) (7,396,583) (7,669,517)
Gross profit . .......... .. ... ... . ... .. ... ... 825,196 782,198 863,613
Other income and gains. .. .................... 232,896 140,271 168,481
Selling and distribution expenses. . ... ........... (344,339)  (365,623) (360,536)
Administrative eXpenses . . .. .. ................ (191,196)  (153,222) (192,394)
Other eXpenses . ... ........uieiiieennenn.. (12,050) (17,178) (17,898)
Finance costs. ... ......... ... .. .. .. ... . ... (83,549) (56,242) (41,054)
Profit before tax. . ... ....................... 426,958 330,204 420,212
Income tax expense . ... ............ ... (156,775)  (105,316)  (113,721)
Profit for the year . ... ......... ... ......... 270,183 224,888 306,491
Attributable to:

Owners of the parent . . ..................... 206,951 159,857 234,984

Non-controlling interests . ................... 63,232 65,031 71,507
Non-IFRS Measures:
Profit for the year . .. ......... ... .. .. ... .... 270,183 224,888 306,491
Listing eXpenses . ... .........uuuiiiinnnnn. .. 3,750 589 22,558
Tax expenses in relation to the Corporate

Reorganization . .......... ... ... .. ... ....... 30,562 - -
Land compensation from lawsuit................ (114,895) - -
Tax effect from adjustments. ... ................ 28,724 - -
Adjusted Net Profit for the year............... 218,324 225,477 329,049
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Non-IFRS Measures

Adjusted Net Profit, which was prepared based on non-IFRS measures, for the year is
derived by (i) adding back the listing expenses and tax expenses in relation to the Corporate
Reorganization that we incurred during the Track Record Period. Such tax expenses resulted
from the two equity transfer transactions as disclosed in “History and Reorganization —
Corporate Reorganization — 4. Disposal of Tianjin Guomao” in this prospectus; and (ii)
excluding the compensation we received in 2018 in connection with a lawsuit relating to the
land use rights of certain of our properties in Beijing and tax effect from such adjustments to
profit for the year ended December 31, 2018, 2019 and 2020. For the year ended December 31,
2018, the one-off compensation of RMB114.9 million was recognized as other income in our
consolidated statements of profit or loss, and was subject to the PRC enterprise income tax at
a rate of 25.0%. The tax effect from adjustments of RMB28.7 million primarily represented the
income tax attributable to such compensation. Adjusted Net Profit for the year is not prepared
in accordance with IFRS. The amounts included in the Adjusted Net Profit for the year
calculation, however, are derived from amounts included in the consolidated statements of
profit or loss. We have presented Adjusted Net Profit for the year in this prospectus as we
believe that it is a useful supplement to the consolidated statements of profit or loss because
it enables us to measure our profitability without taking into consideration certain one-off or
non-recurring items, including listing expenses and land compensation we received in 2018.
However, Adjusted Net Profit for the year should not be considered in isolation or construed
as an alternative to net income or operating income, or as an indicator of our operating
performance or other consolidated operations or cash flow data prepared in accordance with
IFRS, or as an alternative to cash flow as a measurement of liquidity. Potential investors should
be aware that the Adjusted Net Profit for the year measure presented in this prospectus may not
be comparable to similarly titled measures reported by other companies due to differences in
the components of the calculation. The use of the Adjusted Net Profit has material limitations
as an analytical tool, as it does not include all items that impact our profit for the relevant year.
For details, see “Financial Information — Results of Operations — Non-IFRS Measures” in
this prospectus.

Major Components of Our Results of Operations

Our revenue decreased by 2.7% from RMB&8,409.2 million for the year ended December
31, 2018 to RMBS§,178.8 million for the year ended December 31, 2019, primarily due to (i)
a decrease in revenue generated from sales of automobiles mainly as a result of the intense
competition in the passenger vehicle dealership market, especially for the brands of imported
Volkswagen, Mercedes-Benz and Audi and the transition of automobile models to fulfill the
China Six Standard which have been implemented in Zhejiang, Sichuan, Guangdong and
Shandong provinces and Tianjin since July 1, 2019, and in Beijing since January 1, 2020; and
(ii) a decrease in revenue generated from insurance agency services, primarily because the
leading insurance companies lowered the maximum commission rates of automobile insurance,
which were partially offset by an increase in revenue generated from repair and maintenance
services due to the increase in the value of each transaction. Our revenue increased by 4.3%
from RMBS,178.8 million for the year ended December 31, 2019 to RMBS,533.1 million for
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the year ended December 31, 2020, primarily due to (i) an increase in revenue generated from
sales of automobiles as a result of the ramp-up in the operation scale of our 4S dealership stores
for Volvo and Jaguar-Land Rover and the launch of new models of Bentley in 2019, which
stimulated the sales performance in 2020; and (ii) an increase in revenue generated from sales
of accessories and other automobile-related products primarily because we offered discounts or
promotions to increase the sale of accessories and other automobile-related products. See
“Financial Information — Period to Period Comparison of Results of Operations” in this
prospectus for more details.

Our profit for the year decreased by 16.8% from RMB270.2 million for the year ended
December 31, 2018 to RMB224.9 million for the year ended December 31, 2019, primarily due
to a decrease in gross profit and other income and an increase in selling and distribution
expenses. Our profit for the year increased by 36.3% from RMB224.9 million for the year
ended December 31, 2019 to RMB306.5 million for the year ended December 31, 2020,
primarily due to an increase in gross profit. For detailed analysis, see “Financial Information
— Period to Period Comparison of Results of Operations” in this prospectus.

The table below sets forth the breakdown of our other income and gains for the years
indicated:

Year Ended December 31,

2018 2019 2020
RMB’000 RMB’000 RMB’000

Other Income

Interest income .. ..... ... ... ... ... 15,004 14,365 11,592
Commission income. . . ................. 77,171 89,162 102,171
Rental income . . .......... . ... ....... 9,562 9,458 7,196
Compensation income'”. . .. ............. 115,363 29 165
Government grants® . ... ... ... .. ... ... 553 2,012 4,942
Others™ . ... ... .. .. . .. ... 11,225 16,901 20,909

Gains
Gain on disposal of property,

plant and equipment. ... .............. 886 4,176 8,826
Gain on disposal of financial assets at fair

value through profit or loss ............ - - 500
Investment income from financial assets at

fair value through profit or loss . ........ 3,132 4,168 9,936
Gain on disposal of subsidiaries .......... - - 2,244
Total .. ...... ... ... .. ... . .. ... 232,896 140,271 168,481

—11 =
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Notes:

(1)  For the year ended December 31, 2018, we received a one-off compensation of RMB114.9 million from a
lawsuit in relation to the land use rights of certain properties in Beijing.

(2)  For the year ended December 31, 2020, the government grants we received in relation to the COVID-19
pandemic amounted to approximately RMB2.9 million.

(3)  Others mainly represent income from disposal of old automobile parts that were replaced during repair and
maintenance, such as filters and tires, as well as used packaging materials and forfeited commitment deposits
that we received from customers in connection with their planned purchase of new automobiles and/or
after-sales services.

Other income and gains primarily consist of (i) interest income from our bank deposits
and loans to related parties during the Track Record Period; (ii) commission income, which
consists of income from other value-added services, including referring customers who require
financing arrangements for purchasing automobiles and pre-owned automobile brokerage
services, warranty extension services, and advertisement agency services; (iii) rental income,
which represents the rental fees we received from the properties that we leased out to
Independent Third Parties in Beijing and Tianjin; (iv) compensation income, which mainly
represents the compensation we received from a contract-related lawsuit brought by us
regarding the land use rights of certain properties in Beijing that we intended to obtain for
using as the premises of new dealership stores; and (v) others. See “Financial Information —
Major Components of Our Results of Operations — Other Income and Gains” in this
prospectus for details.

During the Track Record Period, we primarily generated commission income from
automobile financing and pre-owned automobile brokerage services, which were recognized as
other income in our consolidated statements of profit or loss. Our business, results of
operations and profitability are related to the amount of commission income we receive, which
is determined based on the amounts and duration of the loans referred by us to customers in
connection with their purchases of new automobiles, and the transaction value of the
pre-owned automobiles under our pre-owned automobile brokerage business.

Our gross profit is materially affected in part by the incentive rebates that automobile
manufacturers provide. These rebates are generally determined with reference to a number of
factors, including the number of new automobiles we purchase and sell, customer satisfaction
and other performance indicators as set by automobile manufacturers depending on their
policies. For the years ended December 31, 2018, 2019 and 2020, we recorded rebates of
approximately RMB392.3 million, RMB351.4 million and RMB472.9 million, respectively,
representing approximately 5.3%, 5.0% and 6.3% of revenue from the sale of automobiles for
the same years, respectively. The fluctuation in rebates as a percentage of revenue from the sale
of automobiles during the Track Record Period was generally in line with the changes of sales
volume in the respective periods. Incentive rebates relating to automobiles purchased and sold
are deducted from cost of sales, while rebates relating to automobiles purchased but remained
unsold as of December 31, 2018, 2019 and 2020 are deducted from the carrying value of these
items so that the cost of inventories is recorded net of applicable rebates. As a result, our
results of operations and business are materially affected by the incentive rebates we obtain
from automobile manufacturers.
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The table below sets forth the breakdown of revenue by geographic region for the years

indicated:
Year Ended December 31,
2018 2019 2020
RMB’000 % RMB’000 % RMB’000 %

Beijing. . ................ 5,552,646 66.0 5,213,699 63.7 5,134,193 60.2
Tianjin. ................. 648,265 7.7 578,849 7.1 531,445 6.2
Chengdu ................ 1,793,561 21.3 2,055,740 25.1 2,209,102 25.9
Qingdao................. 204,347 2.4 170,596 2.1 178,532 2.1
Weifang . . ....... ... . ... 45,763 0.5 47,109 0.6 51,429 0.6
Hangzhou ............... 164,596 2.0 112,788 1.4 428,429 5.0
Total .................. 8,409,178 100.0 8,178,781 100.0 8,533,130 100.0

The table below sets forth the breakdown of our revenue by business segment for the
years indicated:

Year Ended December 31,

2018 2019 2020
RMB’000 % RMB’000 % RMB’000 %
Sale of automobiles
— Ultra-luxury brands” . . ... ... .. 4,103,418 48.8 4,128,997 50.5 4,115,507 48.2
— Luxury brands®. . ... ......... 2,947,240  35.0 2,730,181  33.4 3,228,762 378
— Medium-level and entry-level
brands® . . ... ... ... 296,092 3.5 210,164 2.6 118,186 1.4
Subtotal . .. ......... ... ... ..... 7,346,750 87.4 17,069,342 86.4 7,462,455 87.5
After-sales services
— Repair and maintenance ........ 799,526 9.5 876,195 10.7 802,676 9.4
— Sales of accessories and other
automobile-related products. . . . . . 192,417 2.3 191,701 2.3 227,597 2.7
— Insurance agency services . . ... .. 50,213 0.6 23,357 0.3 21,821 0.3
— License plate registration services . 20,272 0.2 18,186 0.2 18,581 0.2
Subtotal . .. ................... 1,062,428 12.6 1,109,439 13.6 1,070,675 12.5
Total ........................ 8,409,178 100.0 8,178,781 100.0 8,533,130 100.0
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Notes:

(1)  Ultra-luxury brands include Porsche and Bentley.

(2)  Luxury brands include Mercedes-Benz, Audi, Volvo and Jaguar-Land Rover.

(3)  During the Track Record Period, we operated 4S dealership stores for imported Volkswagen, which is a
medium-level brand, and JAC Volkswagen-Sihao, which is an entry-level brand of new energy automobiles.
We disposed of the dealership stores for imported Volkswagen in December 2020 as we intended to focus our
operations on luxury and ultra-luxury brands. Due to changes in operations and our strategy to focus our
operations on luxury and ultra-luxury brands, we and the manufacturer of JAC Volkswagen-Sihao agreed to
terminate the dealership agreements and close the 4S dealership stores for this brand in September 2020.

The table below sets forth the breakdown of revenue generated from the sale of

automobiles, sales volume and average retail price by automobile brand for the years indicated:

Ultra-luxury brands
Porsche

Bentley. . ... ... ..

Luxury brands
Mercedes-Benz

Jaguar-Land Rover . . . .

Medium-level brand

Imported Volkswagen . . .

Entry-level brand

JAC Volkswagen-Sihao . .

Note:

Year Ended December 31,
2018 2019 2020

Average Average Average

Sales  retail Sales  retail Sales retail

Revenue Volume price”  Revenue Volume price”  Revenue Volume price”
RMB’000 ~ Unit  RMB’000 RMB’000  Unit  RMB’000 RMB’000  Unit  RMB’000
4,043,752 5,278 766 4,067,065 5,453 746 4,034,850 5,139 785
59,666 26 2,295 61,932 24 2,581 80,657 30 2,689
1,691,542 3,496 484 1,596,376 3,270 488 1,514,846 3,100 439
1,255,196 4,309 291 1,005,894 3481 289 994369 3,089 322
502 2 251 120,294 409 294 319,942 1,108 289
- - - 7,617 15 508 399,605 760 526
296,092 1,002 296 209420 573 365 116,951 242 483
- - - 744 8 93 1,235 12 103
7,346,750 14,113 520.6 7,069,342 13,233 534.2 7,462,455 13,480 553.6

(1)  The average retail price of automobiles under a particular brand is calculated on the basis of revenue
attributable to automobiles under the brand for the year divided by sales volume of that brand for the same

year.
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During the Track Record Period, we derived the majority of our gross profit from
after-sales services. The table below sets forth the breakdown of our gross profit and gross
profit margin by business segment for the years indicated:

Year Ended December 31,
2018 2019 2020

Gross Gross Gross
Gross Profit Gross Profit Gross Profit
Profit  Margin  Profit  Margin  Profit  Margin

RMB’000 % RMB’000 % RMB’000 %

Sale of automobiles . ........ 312,948 43 262,638 3.7 379,577 5.1

After-sales services
Repair and maintenance” . . .. 350,963 43.9 392,506 44.8 368,030 45.9
Sale of accessories and other
automobile-related products. . 102,743 53.4 101,899 53.2 97,748 42.9

Insurance agency services. . . . . 42,700 85.0 10,743 46.0 4,628 21.2
License plate registration
SEIVICES . v v v v 15,842 78.1 14,412 79.2 13,630 73.4
Subtotal . ............. ... 512,248 48.2 519,560 46.8 484,036 45.2
Total .................... 825,196 9.8 782,198 9.6 863,613 10.1
Note:

(1)  For the years ended December 31, 2018, 2019 and 2020, gross profit generated from in-warranty repair
services was RMB18.6 million, RMB25.6 million and RMB37.3 million, respectively. For the same years,
gross profit generated from out-of-warranty repair services was RMB332.3 million, RMB366.9 million and
RMB330.7 million, respectively.
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The following table sets forth a breakdown of our gross profit and gross profit margin in

relation to the sale of automobiles by brand for the years indicated:

Ultra-luxury brands

Year Ended December 31,

2018 2019 2020
Gross Gross Gross
Gross Profit Gross Profit Gross Profit
Profit  Margin  Profit  Margin  Profit  Margin

RMB’000 % RMB’000 % RMB’000 %

Porsche................... 318,075 7.9 229,634 5.6 260,248 6.5
Bentley................... 168 0.3 5,868 9.5 8,292 10.3
Luxury brands

Mercedes-Benz. . . ........... 51,731 3.1 72,376 4.5 92,666 6.1
Audi ... ... ... .. (50,256) (4.0)  (35,691) (3.5) (359) -
Volvo . ................... 173 34.5 (7,682) (6.4) 19,344 6.0
Jaguar-Land Rover . . . ... ..... - - (257) (3.4) (5,221) (1.3)
Medium-level brand

Imported Volkswagen . ........ (6,943) (2.3) (1,672) (0.8) 4,425 3.8
Entry-level brand

JAC Volkswagen-Sihao . . ... ... - - 62 8.3 182 14.7
Total .................... 312,948 43 262,638 3.7 379,577 5.1

The table below sets forth a summary of our consolidated statements of financial position

as of the dates indicated:

As of December 31,

2018 2019 2020
RMB’000 RMB’000 RMB’000
Total non-current assets . . ............... 1,523,089 1,476,515 1,451,575
Total current assets ... ................. 1,914,500 1,809,056 1,589,058
Total current liabilities. ... .............. 1,738,793 1,453,781 1,000,689
Net current assets . ... ... ... 175,707 355,275 588,369
Total assets less current liabilities . ... ... .. 1,698,796 1,831,790 2,039,944
Total non-current liabilities .. ............ 386,155 347,726 345,758
Net aSSetS . oo vt et et e 1,312,641 1,484,064 1,694,186
Non-controlling interests . .............. 171,779 190,810 166,169
Total equity . .. ... 1,312,641 1,484,064 1,694,186
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As of December 31, 2018, 2019 and 2020, our intangible assets amounted to RMB561.9
million, RMB541.0 million and RMB549.1 million, respectively. Our principal identifiable
intangible assets primarily relate to our software for ERP system and the dealership agreements
in the PRC with various vehicle manufacturers acquired from third parties.

As of December 31, 2018, 2019 and 2020, the carrying amount of our goodwill allocated
to the cash-generating unit of the operation of 4S dealership business amounted to RMB199.7
million, RMB199.7 million and RMB210.4 million, respectively. The goodwill recognized is
primarily attributed to the expected business synergies arising from business acquisitions,

which is not separately recognized.

The table below sets forth our cash flows for the years indicated:

Year Ended December 31,

2018 2019 2020
RMB’000 RMB’000 RMB’000

Net cash flows from operating activities . . . . 607,631 520,732 790,295
Net cash flows from/(used in) investing

activities . .......... ... 59,047 (65,304) (145,594)
Net cash flows used in financing activities . . (743,471) (330,169) (788,546)
Net (decrease)/increase in cash and

cash equivalents . .. .............. ... (76,793) 125,259 (143,845)
Cash and cash equivalents at beginning

ofyear...... ... ... ... 326,107 249,315 374,721
Effect of foreign exchange rate

changes, net.......... .. ... ... ... ... 1 147 (204)
Cash and cash equivalents at end of year. . 249,315 374,721 230,672

KEY FINANCIAL RATIOS

The following table sets forth certain of our key financial ratios as of the dates and for

the years indicated:

As of/For the Year Ended December 31,

2018 2019 2020
Profitability ratios
Gross profit margin . ................. 9.8% 9.6% 10.1%
Net profit margin ................... 3.2% 2.7% 3.6%
Return on assets . ................... 7.9% 6.8% 10.1%
Return on equity . ................... 20.6% 15.2% 18.1%
Liquidity ratio
Current ratio ... .................... 1.1 1.2 1.6
Quick ratio . ......... ... ... ..., 0.6 0.8 1.1
Capital adequacy ratios
Debt to equity ratio . ................ 89.0% 63.8% 19.2%
Net debt to equity ratio . ............. 64.1% 34.8% 3.8%
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RISK FACTORS

Our operations and the Global Offering involve certain risks and uncertainties, some of
which are beyond our control and may affect your decision to invest in us and/or the value of
your investment. See “Risk Factors” in this prospectus for details of our risk factors. Some of
the major risks we face include: (i) the rapid growth of new energy automobile market could
restrict the supply of and reduce the demand for gasoline-powered automobiles in China; (ii)
limits imposed by the PRC government on the purchase of new automobiles may adversely
affect our business and results of operations; (iii) changes and development in government
policies concerning automobile sales and other automobile-related services could adversely
affect our business, financial condition and results of operations; (iv) we rely on authorizations
granted by automobile manufacturers to operate our 4S dealership stores. Any loss of such
authorization would negatively affect our business operations and financial condition; (v) there
is no assurance that we will continue to receive incentive rebates from automobile
manufacturers and we may encounter difficulties in recovering rebate receivables; (vi) we
generate a significant portion of revenue from sales of automobiles for a few major brands. Any
deterioration of such brands or our relationships with such brands may materially and
adversely affect our business, financial condition and results of operations; (vii) our business
performance, financial condition and results of operations may be adversely affected by the
outbreak of COVID-19; (viii) our revenue declined during the Track Record Period primarily
due to the decrease in sales volume of automobiles, and our prospects are dependent on various
factors, including but not limited to achieving revenue growth and our ability to cope with the
fierce market competition from different market players; (ix) automobile manufacturers may
impose restrictions on many different aspects of our business and operations and we rely on
their support and cooperation for the successful operation of our business; (x) if we determine
our intangible assets (other than goodwill) to be impaired, our results of operations and
financial condition may be adversely affected; and (xi) goodwill impairment could adversely
affect our results of operations.

DIVIDEND POLICY

Any amount of dividend we pay will be at the discretion of our Directors and will depend
on our future operations and earnings, capital requirements and surplus, general financial
condition, contractual restrictions and other factors which our Directors consider relevant. Any
declaration and payment as well as the amount of dividend will be subject to our constitutional
documents and the Companies Act. Our Shareholders in a general meeting may approve any
declaration of dividends, which must not exceed the amount recommended by our Board. No
dividend shall be declared or payable except out of our profits and reserves lawfully available
for distribution. Our future declarations of dividends may or may not reflect our historical
declarations of dividends and will be at the absolute discretion of our Board. Historically, other
than the dividends of RMB20.0 million, RMB46.0 million and RMB100.0 million paid to
non-controlling shareholders of Chengdu Jinbao and Chengdu Xinbao for the years ended
December 31, 2018, 2019 and 2020, respectively, we have not declared or paid any dividend
to our Shareholder and there is no assurance that dividends of any amount will be declared or
be distributed in any year. Currently we do not have a formal dividend policy or a fixed
dividend distribution ratio.
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LISTING EXPENSES

We expect to incur a total of RMB54.0 million of listing expenses (assuming an Offer
Price of HK$4.40, being the mid-point of the indicative Offer Price range between HK$4.00
and HK$4.80, and assuming that the Over-allotment Option is not exercised) until the
completion of the Global Offering, which represents approximately 9.8% of the gross proceeds
from the Global Offering. For the years ended December 31, 2018, 2019 and 2020, we incurred
RMB35.7 million as listing expenses, of which approximately RMB26.9 million had been
charged to our consolidated statements of profit or loss as administrative expenses and
approximately RMB&.8 million will be capitalized upon the Listing. We expect to incur listing
expenses of RMB18.3 million for the year ending December 31, 2021, of which approximately
RMB6.2 million will be charged to our consolidated statements of profit or loss for the year
ending December 31, 2021 and approximately RMB12.1 million will be capitalized upon the
Listing. Listing expenses represent professional fees and other fees incurred in connection with
the Listing, including underwriting commissions. The listing expenses above are the best
estimate as of the Latest Practicable Date and for reference only and the actual amount may
differ from this estimate. We do not expect such listing expenses to have a material impact on
our results of operations for the year ending December 31, 2021.

GLOBAL OFFERING STATISTICS

Based on an
Offer Price

Based on an
Offer Price

of HK$4.00 of HK$4.80
per Share per Share
HK$2,400 HK$2,880
Market capitalization of our Shares” million million
Unaudited pro forma adjusted consolidated net tangible
asset value per Share® HK$2.56 HK$2.77

Notes:

(1

)

All statistics in this table are based on the assumption on that the Over-allotment Option is not exercised. The
calculation of market capitalization is based on 600,000,000 Shares expected to be issued and outstanding
following the completion of the Capitalization Issue and the Global Offering.

The unaudited pro forma adjusted consolidated net tangible asset value per Share as of December 31, 2020 is
calculated after making the adjustments referred to in Appendix II and based on 600,000,000 Shares expected
to be issued and outstanding following the completion of the Capitalization Issue and the Global Offering.
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USE OF PROCEEDS

We estimate that we will receive net proceeds of approximately HK$627.4 million from

the Global Offering, assuming that the Over-allotment Option is not exercised, after deducting

the underwriting commissions and other estimated offering expenses payable by us and

assuming the Offer Price of HK$4.40 per Offer Share, being the mid-point of the indicative

Offer Price range set forth on the cover page of this prospectus.

We intend to use the proceeds from the Global Offering for the purposes and in the

amounts set out below:

approximately 75.0%, or HK$470.6 million, is expected to be used primarily for
expanding our dealership store network through organic growth and, if suitable
opportunities arise, through selective acquisitions. In particular, we expect to use
45.0%, or HK$282.3 million, for acquiring other automobile dealership stores that
operate luxury and ultra-luxury brands, including but not limited to, Porsche,
Mercedes-Benz, BMW, Audi, Volvo, Jaguar-Land Rover, Bentley and Rolls-Royce
in certain tier-one and tier-two cities in China with a large number of high-net-worth
individuals. As of the Latest Practicable Date, we had not identified any definitive
acquisition target or confirmed the number of dealership stores to be acquired or the
timeframe involved. We had not entered into any legally binding agreement with
respect to the acquisition of other dealership stores. We are in the preliminary stage
of evaluating potential opportunities and have yet to complete any concrete
feasibility studies. In addition, we expect to use 30.0%, or HK$188.2 million for
opening new 4S dealership stores. See “Business — Our Strategies — Further
expand our automobile dealership network and brand portfolio through organic
growth and selective acquisitions” in this prospectus for details;

approximately 10.0%, or HK$62.7 million, is expected to be used primarily for the
renovation of our existing 4S dealership stores;

approximately 5.0%, or HK$31.4 million, is expected to be used primarily to
optimize and upgrade our information technology systems; and

approximately 10.0%, or HK$62.7 million, is expected to be used to fund our
working capital and general corporate purposes.

See “Future Plans and Use of Proceeds” in this prospectus for details.

In the event that the Offer Price is set at the high-end or low-end of the proposed Offer

Price range and the Over-allotment Option is not exercised at all, we will receive net proceeds

of approximately HK$687.4 million and HK$567.4 million, respectively. Under such

circumstances, our intended use of proceeds will be increased or decreased on a pro-rata basis.
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RECENT DEVELOPMENTS AND NO MATERIAL ADVERSE CHANGE

Subsequent to the Track Record Period and up to the Latest Practicable Date, we
continued to focus on sales of automobiles and after-sales services and our business operations
remained stable. Our Directors confirmed that there were no material changes to our business
model, revenue structure and cost structure.

From January 1 to April 30, 2021, our sales volume of automobiles was 4,768, compared
to 2,932 for the same period of 2020. Such increase shows that the recent shortage of the chip
supplies did not adversely affect our business operation or financial performance. We
discontinued our pawn loan services and deregistered Yiwei Diandang in January 2021. See
“History and Reorganization — Corporate Reorganization” and “Business — Our Business —
Our Network™ in this prospectus for details.

We currently expect that profit for the year ending December 31, 2021 may experience
a decrease compared to the year ended December 31, 2020 (excluding listing expenses) due to
the following factors that may have an adverse effect on our operating results for the year
ending December 31, 2021: (i) the interest income from loans to related parties is expected to
decrease from RMB10.6 million for the year ended December 31, 2020 to nil for the year
ending December 31, 2021 after the loans were settled as of December 31, 2020; (ii) certain
subsidies granted by the government in connection with the COVID-19 pandemic in 2020,
which amounted to RMB2.9 million, are not expected to be granted in 2021; (iii) we received
a large amount of compensation from the manufacturer of JAC Volkswagen-Sihao in 2020,
which amounted to RMB3.1 million, due to the closure of the dealership stores, which was not
recurring in nature; and (iv) the operating expenses are expected to increase in 2021 because
the amount of contributions to the social insurance fund that we made for employees in 2020
was relatively lower than other years due to the special policies issued by the local government
in light of the COVID-19 pandemic, while such favorable policies will not be implemented in
2021.

Impact of the COVID-19 Pandemic

Since December 2019, there has been an outbreak of COVID-19 that rapidly spread across
China and around the world. Central and local governments in China implemented
administrative measures to contain the virus, including restrictions on domestic and
international travel, extension of public holidays, staggered work shifts, and cancellations of
various events and activities that would involve public gatherings. We have resumed normal
business operations since April 2020. To our best knowledge, all of our automobile
suppliers/manufacturers resumed operations by the end of May 2020. During the COVID-19
outbreak, demands for passenger vehicles were significantly affected by the reduced consumer
mobility. As a result, we received fewer orders from customers in the first quarter of 2020. Our
total sales volume of automobiles decreased by approximately 32.9% from 2,822 units for the
three months ended March 31, 2019 to 1,893 units for the three months ended March 31, 2020.
In addition, the sales volume of Porsche, Mercedes-Benz and Audi decreased by approximately
5.8%, 5.2%, and 11.3% during 2020, respectively, as compared to the sales volume in 2019.
Moreover, our revenue generated from repair and maintenance services decreased by RMB73.5

—21 -



SUMMARY

million from 2019 to 2020, primarily due to the decrease in business volume as people reduced
non-essential activities as a result of the COVID-19 concerns and the work hours of repair and
maintenance services that were charged to customers decreased from approximately 333,498
hours for the year ended December 31, 2019 to approximately 294,999 hours for the year ended
December 31, 2020. However, with the nation-wide resumption of work in China, the sales
volume of passenger vehicles, especially the luxury and ultra-luxury brands, has gradually
recovered since the third quarter of 2020. For the year ended December 31, 2020, the
government grants we received in relation to the COVID-19 pandemic amounted to
approximately RMB2.9 million.

Since the second quarter of 2020, except for some sporadic new cases in a limited number
of cities, COVID-19 has been largely contained in China and our business operations have been
normal. During the COVID-19 outbreak, we did not encounter any material shortage of supply
of automobiles, especially the imported models. For the years ended December 31, 2019 and
2020, our sales volume of imported models was 7,727 units and 7,507 units, respectively,
which remained relatively stable. As of December 31, 2020, the inventory of our imported
automobile models was 427 units. In late 2020, after a third-party company in Beijing engaged
in automobile spare part sales reported confirmed COVID-19 cases, certain auto parts
packaging samples of our Mercedes-Benz dealership store in Beijing have tested positive for
the COVID-19. All employees at our dealership stores of Mercedes-Benz, Porsche, Audi and
Volvo, which are located in the same automobile park of Haidian district in Beijing, have
conducted nucleic acid testing before the New Year’s holidays of 2021. None of these
employees have tested positive for the COVID-19. To better protect the safety and health of our
employees and customers, (i) these dealership stores were temporarily closed from December
30, 2020 to January 12, 2021 and all employees of these dealership stores were required to stay
home for 14 days of quarantine; and (ii) we thoroughly disinfected these dealership stores for
a couple of times during the closing period. These dealership stores have resumed normal
business operations since January 13, 2021.

In the event that all our business operations have to be suspended and assuming that (i)
no revenue would be generated; (ii) all the staff would be retained; (iii) as of April 30, 2021,
we had cash and cash equivalents of RMB269.1 million, cash in transit of RMB18.7 million,
pledged deposits of RMB48.2 million and financial assets at fair value through profit or loss
of RMB330.5 million which can be redeemed at any time; (iv) there would be no dividend
payment; (v) our selling and distribution expenses and administrative expenses that we expect
to incur each month would remain at comparative levels as during the year ended December
31, 2020; (vi) as of April 30, 2021, we had unutilized banking facilities of RMB1,077.0
million; (vii) we would repay the outstanding balance of our bank and other borrowings of
RMB287.6 million as of April 30, 2021; and (viii) the availability of the net proceeds from the
Global Offering of approximately HK$62.7 million, equivalent to RMB52.2 million
(representing approximately 10.0% of the net proceeds from the Global Offering based on the
mid-point of the indicative Offer Price range of HK$4.40 per Offer Share and assuming the
Over-allotment Option is not exercised), our Directors are of the view that our Group would
remain financially viable for at least 32 months from May 1, 2021.
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We have not had any suspected or confirmed COVID-19 cases in our corporate
headquarters and dealership stores or among our employees. To prevent any spread of
COVID-19 in our offices and stores, we have adopted detailed measures in line with guidance
and policies issued by local governments. See “Business — Impact of the COVID-19 Pandemic
— Our Contingency Plan and Response to the COVID-19 Pandemic” in this prospectus for
details. It is uncertain when and whether the COVID-19 pandemic would completely go away.
The above analyses are made by our management based on currently available information on
COVID-19. We cannot assure you that COVID-19 will not spread again in China or that it will
not have a material adverse effect on our business operations in the future. See “Risk Factors
— Risks Relating to Our Business — Our business performance, financial condition and results
of operations may be adversely affected by the outbreak of COVID-19” for details.

Except as disclosed above, our Directors confirm that, up to the date of this prospectus,
there has been no material adverse change in our financial or trading position since December
31, 2020 (being the date on which the latest consolidated financial statements of our Group was
prepared) and there is no event since December 31, 2020 which would materially affect the
information shown in our consolidated financial statements included in Appendix I to this
prospectus. During the same period, our results of operations were largely in line with our
expectations.

CONTROLLING SHAREHOLDERS

Immediately after completion of the Capitalization Issue and the Global Offering, the
Controlling Shareholders, namely Chou Dynasty, Red Dynasty and Mr. Chou, will together
control the exercise of voting rights of 75% of the Shares eligible to vote in the general meeting
of our Company (assuming the Over-allotment Option is not exercised and without taking into
account any Shares which may be issued upon the exercise of options granted under the Share
Option Scheme). See “Relationship with Our Controlling Shareholders” for further details.

SHARE OPTION SCHEME

Our Company conditionally adopted the Share Option Scheme on June 17, 2021. Subject
to our Shareholders’ approval on refreshing or granting options beyond the scheme mandate
limit, the total number of Shares which may be issued upon exercise of all options to be granted
under the Share Option Scheme and any other share option schemes of our Company must not
in aggregate exceed 10% of the total number of Shares in issue as of the Listing Date, namely
60,000,000 Shares, excluding Shares which may fall to be issued upon the exercise of the
Over-allotment Option granted by our Company. The principal terms of the Share Option
Scheme are summarized in “F. Share Option Scheme” in Appendix IV to this prospectus.

—23 _



DEFINITIONS

have the following meanings.

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

“Accountants’ Report”

“Adjusted Net Profit”

“affiliate(s)”

“Application Form(s)”

“Articles of Association” or
“Articles”

“associate(s)”

“Audit Committee”

“B&L Motor”

the accountants’ report set out in Appendix I to this
prospectus

is derived by (i) adding back the listing expenses and tax
expenses in relation to the Corporate Reorganization we
incurred during the Track Record Period; and (ii)
excluding the compensation income we received in 2018
in connection with a lawsuit relating to the land use rights
of certain of our properties in Beijing and tax effect from
such adjustments to profit for the years ended December
31, 2018, 2019 and 2020. It was used to measure our
profitability without taking into account certain one-off
and non-recurring items. For more details, see
“Summary” and “Financial Information” in this
prospectus

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

WHITE application form(s), YELLOW application
form(s) and GREEN application form(s), or where the

context so requires, any one of them, to the Hong Kong
Public Offering

the articles of association of our Company conditionally
adopted on June 17, 2021 and as amended from time to
time, a summary of which is set out in Appendix III to
this prospectus

has the meaning ascribed to it under the Listing Rules
the audit committee of our Board

B & L Motor Holding Co., Ltd. (F f3FRE A BRA
F]), a company incorporated in the BVI on June 29, 2010,
indirectly and legally owned by the trustee of the Chou
Family Trust for the benefit of the beneficiaries of the
Chou Family Trust (which includes Mr. Chou and his
family members), and dissolved on August 12, 2020
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“Beijing BetterLife Auto”

“Beijing BetterLife Auto Trade”

“Beijing BetterLife
Experimental”

“Beijing BetterLife Group”

“Beijing BetterLife International”

“Beijing BetterLife Star”

“Beijing BetterLife Technology”

“Beijing BetterLife Used Auto”

Beijing BetterLife Auto Sales Co., Ltd.* (5T 513 F7%
HEERR/AT]), a PRC limited liability company
established on April 14, 2008 and one of our
wholly-owned subsidiaries

Beijing BetterLife Auto Trade Co., Ltd.* (b5t B3 FI%
HEGAMRAT), a PRC limited liability company
established on February 6, 2004 and one of our
wholly-owned subsidiaries

Beijing BetterLife Experimental Technology
Development Co., Ltd.* (Jbxt F 7358 Ba kbl % e A R
/vH]), a PRC limited liability company established on
August 16, 2018 and one of our wholly-owned
subsidiaries

Beijing BetterLife Automobile Import and Export Group
Co., Ld.*  (AEatE A O AR R),
originally known as Beijing BetterLife Automobile
Repairing Service Co., Ltd.* (b3 A 15 R EAE IR
A FR7Z F]), a PRC limited liability company established
on September 3, 1998 and one of our wholly-owned
subsidiaries

Beijing BetterLife International Trade Co., Ltd.* (Jt30H
BRI EARAR), a PRC limited liability
company established on December 9, 2011 and one of our
wholly-owned subsidiaries

Beijing BetterLife Star Auto Sales Co., Ltd.* (At B 1%
Flz BIRBEEEAR/AT), a PRC limited liability
company established on January 9, 2008 and one of our
wholly-owned subsidiaries

Beijing BetterLife Star Technology Co., Ltd.* (At A 1%
Flz R ABRZF]), a PRC limited liability company
established on September 3, 2018 and one of our
wholly-owned subsidiaries

Beijing BetterLife Star Used Auto Brokerage Co., Ltd.*
ALat A 2 R ERE LA A B A, a PRC limited
liability company established on November 24, 2004 and

one of our wholly-owned subsidiaries
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“Beijing Zhoushi”

“BetterLife International”

“BetterLife Tianjin”

“Board”
“Business Day” or

“business day”

“B VI”

“CAAM”

“CADA”

“CAGR”

“Capitalization Issue”

“CCASS”

Beijing Zhoushi Xingye Enterprise Management Co.,
Ltd.* (At 8RB SE 2B B FR /A F]), a PRC limited
liability company established on September 1, 2011,
indirectly and legally owned by the trustee of the N&L
Chou Trust for the benefit of the beneficiaries thereunder,
and a connected person of our Company

BetterLife International Motor Co., Limited (F 7572 ¥
R AR/ F]), a company incorporated in Hong Kong
on July 15, 2010 and one of our wholly-owned
subsidiaries

BetterLife Tianjin Management Group Co., Ltd.* (1 15l
(RE)BEEHEBAMRAFR), with original name as
Tianjin Zhoushi Xingye International Trade Co., Ltd.*
(KRB EE 5 ARAR]), a  PRC  limited
liability company established on August 30, 2007 and one
of our wholly-owned subsidiaries

the board of Directors of our Company

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

the British Virgin Islands

China Association of Automobile Manufacturers (4 B4

T E e

China Automobile Dealers Association (B 758 48 7
)
=

compound annual growth rate

the issue of Shares to be made by way of the
capitalization of certain sums standing to the credit of the
share premium account of our Company referred to in
“A. Further Information about Our Company — 4.
Written resolutions of our Shareholder passed on June 17,
20217 in Appendix IV to this prospectus

the Central Clearing and Settlement System established
and operated by HKSCC
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“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS Investor Participant”

“CCASS Participant”

“Chengdu Chuanwu”

“Chengdu Jinbao”

“Chengdu Xinbao”

“China” or “PRC”

a person admitted to participate in CCASS as a direct

clearing participant or general clearing participant

a person admitted to participate in CCASS as a custodian
participant

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

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

Chengdu Chuanwu Investment Co., Ltd.* (BRI E
AMWEMEAF), a PRC limited liability company
established on December 31, 2015, held by Mr. Zhang
Heng (31H) as to 50%, Ms. Zhang Yuan (5R%%) as to
30%, Ms. Hu Xiaoxia (#BE#Z) as to 10% and Mr. Zhang
Zheng (5REL) as to 10%, and a connected person of our
Company at subsidiary level as of the Latest Practicable
Date

Chengdu Baichuanjinbao Auto Sales and Services Co.,
Led.* (AN ERITEHERFBARAR]), a PRC
limited liability company established on January 8, 2014
whose financial results have been consolidated into our
Group’s according to the relevant accounting treatments
and one of our non-wholly owned subsidiaries. As of the
Latest Practicable Date, Chengdu Jinbao was held by us
as to 30% and by Chengdu Chuanwu as to 70%

Chengdu Baichuanxinbao Auto Sales and Services Co.,
Ltd.* (B B )1 HT R IR H 8 85 IRBS A RN |)), originally
known as Chengdu Hengjie Auto Sales and Services Ltd*
ORHEEFERH S IR BS AR AR]), a  PRC  limited
liability company established on March 30, 2012, held by
us as to 70% and by Chengdu Chuanwu as to 30% and
one of our non-wholly owned subsidiaries as of the Latest
Practicable Date

the People’s Republic of China excluding for the purpose

of this prospectus, Hong Kong, the Macau Special

Administrative Region and Taiwan
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“Chou Dynasty”

“Chou Family Trust”

“Co-Manager”

“Companies Act” or “Cayman

Companies Act”

“Companies Ordinance”

“Companies (WUMP) Ordinance”

“Company” or “our Company” or
“BetterLife Holding”

“connected person(s)”

“Controlling Shareholder(s)”

“core connected person(s)”

“Corporate Reorganization”

“CPCA”

Chou Dynasty Holding Co., Ltd, a company incorporated
in the BVI with limited liabilities on April 17, 2018,
owned by Red Dynasty as to 100% and a Controlling
Shareholder

the Chou Family Trust established in Singapore on
October 13, 2010 with Credit Suisse Trust Limited as its
trustee

uSmart Securities Limited
the Companies Act,

Cap 22 (Act 3 of 1961, as

consolidated and revised) of the Cayman Islands

the Companies Ordinance (Chapter 622 of the Laws of
Hong Kong) as the same may be amended, supplemented
or otherwise modified from time to time

the Companies (Winding Up and Miscellaneous
Provisions) Ordinance (Chapter 32 of the Laws of Hong
Kong) as the same may be amended, supplemented or

otherwise modified from time to time

BetterLife Holding Limited (A f3AI#ERA R A, an
exempted company incorporated in the Cayman Islands
with limited liability on May 18, 2018 as the listing
vehicle of our Group

has the meaning ascribed to it under the Listing Rules

has the meaning ascribed to it in the Listing Rules and
unless the context requires otherwise, refers to the
controlling shareholders of our Company, namely Chou
Dynasty, Red Dynasty and Mr. Chou

has the meaning ascribed to it under the Listing Rules

the corporate reorganization of our Group conducted in
preparation for the Listing, details of which are set out in
“History and

Reorganization — Corporate

Reorganization” in this prospectus

China Passenger Car Association (B3 #5158
T R )

— 28 —



DEFINITIONS

“CSRC”

“Deed of Indemnity”

“Deed of Non-competition”

“Director(s)”

“eCapital”

“EIT Law”

“Extreme Conditions”

“Famous Great”

China Securities Regulatory Commission (H Bl 75 75 B &
EMZBE®), a regulatory body responsible for the
supervision and regulation of the PRC national securities
markets

the deed of indemnity dated June 17, 2021 entered into by
Chou Dynasty and Mr. Chou in favor of our Company
(for ourselves and as trustee for our subsidiaries) in
respect of, among other things, certain indemnities,
further information of which is set out in “G. Other

Information” in Appendix IV to this prospectus

a deed of non-competition dated June 17, 2021 entered
into among Chou Dynasty, Mr. Chou and our Company,
further information of which is set out in the section
headed “Relationship with Our Controlling Shareholders
— Non-compete Undertakings” in this prospectus

the directors of our Company

eCapital (China) Leasing Co., Ltd. (% [ &4+ [5) fil &
HEABAF), a PRC limited liability company
established on June 11, 2010, indirectly and legally
owned by the trustee of the Chou Family Trust for the
benefit of the beneficiaries thereunder and a connected
person of our Company

the PRC Enterprise Income Tax Law* (713 A R LA
EM9Pii%) adopted by the National People’s
Congress of the PRC on March 16, 2007 and amended on
December 29, 2018

extreme conditions caused by a super typhoon as
announced by the government of Hong Kong, or any
extreme conditions or events, the occurrence of which
causes serious interruption to the ordinary course
business operations in Hong Kong

Famous Great International Limited, a company

incorporated in the BVI with limited liabilities and an
Independent Third Party as of the Latest Practicable Date
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“Frost & Sullivan”

“Frost & Sullivan Report”

“GDP”

“Global Offering”

“GREEN Application Form(s)”

”

“Group”, “our Group”,

“We” or “us,’

“Guangshun Automobile”

“Hangzhou BetterLife”

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

“HKSCC”

“HKSCC Nominees”

Frost & Sullivan (Beijing) Inc., Shanghai Branch Co., a
global market research and consulting company, which is
an Independent Third Party

an independent market research report commissioned by
our Company on the PRC automobile dealership market
and prepared by Frost & Sullivan

gross domestic product

the Hong Kong Public Offering and the International
Offering

the application form(s) to be completed by WHITE
Form eIPO Service Provider, Computershare Hong
Kong Investor Services Limited

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

Foshan Shunde Guangshun Automobile Ltd* (fffi 1L i)IH
Tl R ABR/AF), a PRC liability
company established on November 21, 1996, wholly-
owned by Mr. Sun Zi’an (2 T%) and a connected person
of our Company at subsidiary level as of the Latest

limited

Practicable Date

Hangzhou BetterLife Auto Co., Ltd.* (FiJH A S FIREHA
F/Zy#]), a PRC limited liability company established on
August 18, 2010 and one of our wholly-owned

subsidiaries

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

Hong Kong Securities Clearing Company Limited

HKSCC Nominees Limited, a wholly-owned subsidiary
of HKSCC
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DEFINITIONS

“Hong Kong” or “HK”

“Hong Kong Offer Share(s)”

“Hong Kong Public Offering”

“Hong Kong Share Registrar”

“Hong Kong Underwriters”

“Hong Kong Underwriting

Agreement”

“Huatai”

“IFRS”

“Independent Third Party(ies)”

“International Offer Share(s)”

the Hong Kong Special Administrative Region of the
PRC

the 15,000,000 new Shares (subject to reallocation as
described in “Structure of the Global Offering” in this
prospectus) being initially offered by our Company for
subscription under the Hong Kong Public Offering

the offer of the Hong Kong Offer Shares for subscription
by the public in Hong Kong at the Offer Price (plus
brokerage of 1%, SFC transaction levy of 0.0027% and
Stock Exchange trading fee of 0.005%), on the terms and
subject to the conditions described in this prospectus and
the Application Forms

Computershare Hong Kong Investor Services Limited

the underwriters of the Hong Kong Public Offering
whose names are set out in “Underwriting — Hong Kong
Underwriters (in Alphabetical Order)” in this prospectus

the underwriting agreement dated June 29, 2021 relating
to the Hong Kong Public Offering entered into by our
Company, Chou Dynasty, Mr. Chou, Mr. Chou (in the
capacity as an executive Director), Ms. Sun Jing, Ms. Wei
Hongjing and Mr. Chau Kwok Keung, the Sole Sponsor,
the Joint Global Coordinators and the Hong Kong
Underwriters

Huatai Financial Holdings (Hong Kong) Limited

the International Financial Reporting Standard(s)

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

the 135,000,000 new Shares to be offered by our
Company (subject to reallocation as described in
“Structure of the Global Offering” in this prospectus and
the Over-allotment Option) under the International
Offering
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DEFINITIONS

“International Offering”

“International Underwriters”

“International Underwriting

Agreement”

“Joint Bookrunners”

“Joint Global Coordinators”

“Joint Lead Managers”

“Laifu Auto”

the conditional placing by the International Underwriters
of the International Offer Shares for cash at the Offer
Price plus brokerage of 1%, SFC transaction levy of
0.0027% and Stock Exchange trading fee of 0.005% of
the Offer Price, details of which are described in
“Structure of the Global Offering” in this prospectus, on
and subject to the terms and conditions stated herein and
in the International Underwriting Agreement

the underwriters of the International Offering

the underwriting agreement relating to the International
Offering which is expected to be entered into by our
Company, Chou Dynasty, Mr. Chou, Mr. Chou (in the
capacity as an executive Director), Ms. Sun Jing, Ms. Wei
Hongjing and Mr. Chau Kwok Keung, the Sole Sponsor,
the Joint Global Coordinators and the International
Underwriters on or about the date of the Price

Determination Agreement

Macquarie, Huatai, BOCOM International Securities
Limited, UOB Kay Hian (Hong Kong) Limited, DBS
Asia Capital Limited, Futu Securities International (Hong
Kong) Limited, First Shanghai Securities Limited and
Maxa Capital Limited

Macquarie and Huatai

Macquarie, Huatai, BOCOM International Securities
Limited, UOB Kay Hian (Hong Kong) Limited, DBS
Asia Capital Limited, Futu Securities International (Hong
Kong) Limited, First Shanghai Securities Limited, Maxa
Capital Limited, Huajin Securities (International)
Limited and Valuable Capital Limited

Foshan Baide Laifu Auto Sales and Services Co., Ltd.*
(ISR IR E S B IR B A PR A F), a PRC limited
liability company incorporated on September 11, 2020
and one of our non-wholly owned subsidiaries. As of the
Latest Practicable Date, Laifu Auto was held by us as to
90% and by Guangshun Automobile as to 10%
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DEFINITIONS

“Latest Practicable Date”

“Listing”

“Listing Committee”

“Listing Date”

“Listing Rules”

“Macquarie”

“Main Board”

“Memorandum of Association”
or “Memorandum”

“MOF”

“MOFCOM”

“Mr. Chou”

“National People’s Congress”
or “NPC”

“NDRC”

June 21, 2021, being the latest practicable date for the
purpose of ascertaining certain information in this
prospectus prior to its publication

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

the Listing Committee of the Stock Exchange

the date, expected to be on or about Thursday, July 15,
2021, on which our Shares are listed and from which
dealings therein are permitted to take place on the Stock
Exchange

the Rules Governing the Listing of Securities on the
Stock Exchange, as amended from time to time

Macquarie Capital Limited

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

the memorandum of association of our Company adopted
on June 17, 2021 and as amended from time to time

the Ministry of Finance of the PRC ("3 A 3L ] B E
)

the Ministry of Commerce of the PRC (713 A R AL A1
F5)

Mr. Chou Patrick Hsiao-Po, the founder of our Group, an
executive Director, the chairman of the Board, the chief

executive officer and a Controlling Shareholder

the National People’s Congress of the PRC (H#E A L&
DI ET PN YN )

the National Development and Reform Commission of

the PRC (WP N RILHBI B R B MM EZ B E)
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DEFINITIONS

“N&L Chou Trust”

“Nomination Committee”

“Offer Price”

“Offer Share(s)”

“Over-allotment Option”

“PBOC”

“PRC government” or “State”

“PRC Legal Advisor”

N&L Chou Trust, of which the trustee is Vistra Trust
(Singapore) Pte. Limited and the possible beneficiaries
are Mr. Chou and his family members, is a connected
person of our Company

the nomination committee of our Board

the final offer price per Offer Share in Hong Kong dollars
(exclusive of brokerage of 1%, SFC transaction levy of
0.0027% and Stock Exchange trading fee of 0.005%) at
which the Offer Shares are to be subscribed or purchased
under the Hong Kong Public Offering and the
International Offering, to be determined in the manner
further described in “Structure of the Global Offering —
Pricing and Allocation” in this prospectus

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

the option granted by our Company to the International
Underwriters, exercisable by Macquarie (for itself and on
behalf of Huatai and the International Underwriters) for
up to 30 days from the day following the last day for the
lodging of applications under the Hong Kong Public
Offering, to require our Company to allot and issue up to
an aggregate of 22,500,000 additional Shares at the Offer
Price, representing 15% of the initial size of the Global
Offering, to cover, among other things, over allocations
in the International Offering as described in “Structure of
the Global Offering” in this prospectus

the People’s Bank of China (' AR #R1T), the central
bank of the PRC

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

entities)

Jingtian & Gongcheng
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DEFINITIONS

“Price Determination Agreement”

“Price Determination Date”

“Qingdao BetterLife Auto”

“Qingdao BetterLife Sales”

“Qingdao BetterLife Service”

“Qingdao BetterLife Trade”

“Red Dynasty”

“Regulation S”

“Remuneration Committee”

“RMB” or “Renminbi”

an agreement between our Company and Macquarie (for
itself and on behalf of Huatai and the Underwriters) to fix
the Offer Price

the date, expected to be on or around Thursday, July 8,
2021 and, in any event, not later than Saturday, July 10,
2021, on which the Offer Price is to be fixed by
agreement between our Company and Macquarie (for
itself and on behalf of Huatai and the Underwriters) to
determine the Offer Price

Qingdao BetterLife Auto Co., Ltd.* (& & A SFRHEA
F/Z>#]), a PRC limited liability company established on
December 9, 2019 and one of our wholly-owned
subsidiaries

Qingdao BetterLife Auto Sales Co., Ltd.* (7 5 A 13 Fi%
HEEAMRAT), a PRC limited liability company
established on May 9, 2011

Qingdao BetterLife Auto Sales and Services Co., Ltd.*
(FEARMREHEREARAF), a PRC  limited
liability company established on December 14, 2011 and

one of our wholly-owned subsidiaries

Qingdao BetterLife Auto Trade Co., Ltd.* (H 5 AR
HYE S AMRAT), a PRC limited liability company
established on October 17, 2019 and one of our
wholly-owned subsidiaries

Red Dynasty Investments Limited, a company
incorporated in The Commonwealth of The Bahamas on
September 22, 2010, and owned as to 50% and 50%,
respectively, by Serangoon Limited and Seletar Limited,
both as nominee and trustee for Credit Suisse Trust
Limited as trustee of the Chou Family Trust

Regulation S under the U.S. Securities Act
the remuneration committee of our Board

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

“SAFE”

“SAIC”

“SAMR”

“SAT”

“SFC”

“SFO”

“Share(s)”

“Shareholder(s)”

“Share Option Scheme”

“Sole Sponsor”

“Stabilizing Manager”

“State Council”

the State Administration of Foreign Exchange of the PRC
(N R LA B B S S PR ), the PRC
governmental agency responsible for matters relating to
foreign exchange administration, including local
branches, when applicable

the State Administration for Industry and Commerce of
the PRC ("I % T 47 BUE #L445)), including, as the
context may require, its local counterparts, which was
merged into the SAMR in 2018

the State Administration for Market Regulation (F13E A
FR L 8 2 ¢ 3% B B AR )

the State Taxation Administration of the PRC (FF# AR
LN [ B B R

the Securities and Futures Commission of Hong Kong

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

ordinary share(s) of HK$0.01 each in the share capital of
our Company

holder(s) of the Share(s)

the share option scheme conditionally adopted by our
Company on June 17, 2021, the principal terms of which
are summarised under “F. Share Option Scheme” in
Appendix IV to this prospectus.

Macquarie, a corporation licensed under the SFO
permitted to carry on type 1 (dealing in securities), type
4 (advising on securities), type 6 (advising on corporate
finance) and type 7 (providing automated trading

services) of the regulated activities under the SFO
Macquarie

the State Council of the PRC (F¥E A R I A B %5 %)
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DEFINITIONS

“Stock Borrowing Agreement”

“Stock Exchange” or
“Hong Kong Stock Exchange”

“Strategic Development
Committee”

“subsidiary(ies)”

“substantial shareholder(s)”

“Takeovers Code”

“Teal Orchid”

“Tianjin BetterLife Auto”

“Tianjin Guomao”

“Tianjin Laifutai”

“Tianjin Liya”

“Track Record Period”

the stock borrowing agreement expected to be entered
into between Chou Dynasty and the Stabilizing Manager
(or its agents) on or around the Price Determination Date

The Stock Exchange of Hong Kong Limited

the strategic development committee of our Board

has the meaning ascribed to it in the Listing Rules, unless
the context otherwise requires

has the meaning ascribed to it under the Listing Rules
the Hong Kong Code on Takeovers and Mergers

Teal Orchid Investments Limited, a company
incorporated in the BVI with limited liabilities on July 9,
2010 and dissolved on December 19, 2017

Tianjin BetterLife Auto Service Co., Ltd.* (KA 15F
RERFEAR/AR), a PRC limited liability company
established on May 26, 2006 and one of our
wholly-owned subsidiaries

Tianjin Chou International Trading Co., Ltd. (R Ji] [
M8 S A B/ F]), previously known as BetterLife
(Tianjin) International Trade Ltd. (7538 (CKE) BB & 5)
A FR7Z F]), a PRC limited liability company established
on April 2, 2001, indirectly and legally owned by the
trustee of the N&L Chou Trust for the benefit of the
beneficiaries thereunder, and a connected person of our
Company

Tianjin Laifutai Insurance Agency Co., Ltd.* (RIEHRAE

B ABR/A ), a PRC limited liability company
established on March 14, 2014

Tianjin Liya Advertisement Co., Ltd.* (KEFIHEEA
FRZy7]), a PRC limited liability company established on

July 12, 2012 and one of our wholly-owned subsidiaries

the years ended December 31, 2018, 2019 and 2020
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DEFINITIONS

“Underwriters”

“Underwriting Agreements”

“U.S.” or “United States”

“U.S. dollar(s)” or “US$” or

“USD”

“U.S. Securities Act”

“Weifang BetterLife”

“WHITE Application Form(s)”

“White Form eIPO”

“White Form eIPO Service
Provider”

“YELLOW Application Form(s)”

“Yiwei Cultural”

the Hong Kong Underwriters and the International
Underwriters

the Hong Kong Underwriting Agreement and the
International Underwriting Agreement

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

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

the U.S. Securities Act of 1933, as amended from time to
time, and the rules and regulations promulgated
thereunder

Weifang BetterLife Trade Co., Ltd.* (¥ ASFE 5 A
F/Z>#]), a PRC limited liability company established on
November 2, 2011 and one of our wholly-owned
subsidiaries

the application form(s) for the Hong Kong Offer Shares
for use by the public who require such Hong Kong Offer

Shares to be issued in the applicants’ own name

the application for Hong Kong Offer Shares to be issued
in the applicant’s own name by submitting applications
online through the designated website of White Form
eIPO — www.eipo.com.hk

Computershare Hong Kong Investor Services Limited

the application form(s) for the Hong Kong Offer Shares
for use by the public who require such Hong Kong Offer
Shares to be deposited directly into CCASS

Yiwei (Beijing) Cultural Technology Co., Ltd.* (—#(dk
7)) XALBHE A PR H]), a PRC limited liability company
established on December 21, 2016 and one of our
wholly-owned subsidiaries
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DEFINITIONS

“Yiwei Diandang” Yiwei (Beijing) Diandang Co., Ltd.* (—#Edba) M4
F/Z>H]), a PRC limited liability company established on
August 7, 2017 which was deregistered on January 12,

2021
“Zhongsheng Group” collectively, Zhongsheng Holdings and its subsidiaries
“Zhongsheng Holdings” Zhongsheng Group Holdings Limited (- -4 B £ i A R

/vH]), a limited liability company incorporated in the
Cayman Islands and listed on the Main Board (Stock
Code: 881)

“%” per cent

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

arithmetic aggregation of the figures preceding them.

In this prospectus, unless otherwise stated, certain amounts denominated in Renminbi
have been translated into Hong Kong dollars or U.S. dollars at an exchange rate of
RMBO0.83148 = HK$1.00 or RMB6.4546 = US$1.00, respectively, for illustration purposes
only. Such conversions shall not be construed as representations that amounts in Renminbi
were or could have been or could be converted into Hong Kong dollars or U.S. dollars at such

rates or any other exchange rates on such date or any other date.

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

for identification purposes only.

Unless otherwise specified, all relevant information in this prospectus assumes no

exercise of the Over-allotment Option.
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GLOSSARY OF TECHNICAL TERMS

“3R Provisions”

“3S dealership store”

“4S dealership store”

“Audi”

“automobile accessories”

“Bentley”

“BMW”

“ERP system”

“Greater Bay Area”

“GPS”

“high-net-worth individual(s)”

Provisions on the Liabilities for the Repair, Replacement
and Return of Household Automotive Products (% H<H
EE AR - i R EFATHE), which were
promulgated by the State Administration of Quality
Supervision, Inspection and Quarantine on December 29,
2012 and became effective on October 1, 2013

an automobile dealership store authorized by the
automobile manufacturer that integrates the three
business elements initiated by “S”, namely, sales, spare
parts and services

an automobile dealership store authorized by the
automobile manufacturer that integrates the four business
elements initiated by “S”, namely, sales, spare parts,
services and survey

a German luxury automobile brand and manufacturer,
which is owned by the Volkswagen Group

automobile-related products displayed and sold in the
dealership stores, including oil, tires and polishes,
automobile electronics and other automobile styling
products and branded merchandise

a British ultra-luxury automobile brand and a subsidiary
of Volkswagen Group, a German multinational
automobile manufacturer

a German multinational company which produces luxury
automobiles and motorcycles

enterprise resource planning system, an
accounting-oriented information system for identifying
and planning the enterprise-wide resources needed to
take, make, distribute and account for customer orders

the Guangdong-Hong Kong-Macao Greater Bay Area, a
geographical region in China, including nine cities in
Guangdong province, namely Guangzhou, Shenzhen,
Zhuhai, Foshan, Huizhou, Dongguan, Zhongshan,
Jiangmen and Zhaoqing, as well as the Special
Administrative Regions of Hong Kong and Macao for the
purpose of this prospectus

global positioning system

individual(s) with investable assets over RMBI10.0
million
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GLOSSARY OF TECHNICAL TERMS

“JAC Volkswagen-Sihao”

“Jaguar-Land Rover”

“Mercedes-Benz”

“Porsche”

“Rolls-Royce”

113 EX]

sq.m.

“tier-one cities”

s

“tier-two cities’

“Volkswagen”

“Volvo”

“Yangtze River Delta”

refers to “Sihao” (f&f), which is an automobile brand
launched by SEAT (a Spanish automobile manufacturer)
and JAC Volkswagen Automotive Co., Ltd., a 50:50 joint
venture between Volkswagen Group and JAC Automobile
Group

a British automobile manufacturer of sedans and sports
cars and a wholly-owned subsidiary of Tata Motors, an
Indian automobile manufacturer

a German luxury automobile brand and manufacturer
headquartered in Stuttgart

a German ultra-luxury automobile brand and
manufacturer specializing in high-performance sports
cars and sedans, which is a subsidiary of Volkswagen
Group

a British ultra-luxury automobile brand and manufacturer
square meter

represent four traditional first-tier cities in China, namely
Beijing, Shanghai, Guangzhou and Shenzhen, and 15 new
first-tier cities in China, including Chengdu, Chongqing,
Hangzhou, Wuhan, Xi’an, Tianjin, Suzhou, Nanjing,
Zhengzhou, Changsha, Dongguan, Shenyang, Qingdao,
Hefei and Foshan for the purpose of this prospectus

represent 30 second-tier cities in China, namely Ningbo,
Kunming, Fuzhou, Wuxi, Xiamen, Jinan, Dalian, Harbin,
Wenzhou, Shijiazhuang, Quanzhou, Nanning,
Changchun, Nanchang, Guiyang, Jinhua, Changzhou,
Huizhou, Jiaxing, Nantong, Xuzhou, Taiyuan, Zhuhai,
Zhongshan, Baoding, Lanzhou, Taizhou, Shaoxing,
Yantai and Langfang for the purpose of this prospectus

a German medium-level automobile brand and
manufacturer founded in 1937

a Swedish luxury automobile brand owned by the
Chinese multinational automotive company Geely
Holding Group

includes Shanghai, Jiangsu and Zhejiang provinces in
China for the purpose of this prospectus
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FORWARD-LOOKING STATEMENTS

This prospectus contains certain forward-looking statements and information relating to
us and our subsidiaries that are based on the beliefs of our management as well as assumptions
made by and information currently available to our management. When used in this prospectus,

EEINT3 EE N3 9

the words “anticipate”, “believe”, “could”, “estimate”, “expect”, “forecast”, “going forward”,
“intend”, “may”, “ought to”, “plan”, “project”, “seek”, “should”, “will”, “would”, “wish” and
similar expressions, as they relate to our Company or our management, are intended to identify
forward-looking statements. Such statements reflect the current views of our Company’s
management with respect to future events, operations, liquidity and capital resources, some of
which may not materialise or may change. These statements are subject to certain risks,
uncertainties and assumptions, including the other risk factors as described in this prospectus.
You are strongly cautioned that reliance on any forward-looking statements involves known
and unknown risks and uncertainties. The risks and uncertainties facing our Company which
could affect the accuracy of forward-looking statements include, but are not limited to, the

following:

. our business prospects and the performance of our new and planned dealership
stores;

. future developments, trends and conditions in the industry and markets in which we
operate;

. our business goals and our strategies to achieve these goals, including our ability to
establish or acquire additional stores;

. the actions and developments of our automobile manufacturer partners and our
competitors;

. general economic, political and business conditions in the markets in which we
operate;

. changes to the regulatory environment and general outlook in the industry and
markets in which we operate;

. the effects of the global financial markets and economic crisis;

o our ability to reduce costs;

. our dividend policy;

o the scale and nature of, and potential for, future developments of our business and
expansion of our network through organic growth and selective acquisitions;

. capital market developments and the availability of financing to us; and

. change or volatility in interest rates, inflation rate in China, foreign exchange rates,
sales volumes, margins and overall market trends.
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FORWARD-LOOKING STATEMENTS

Subject to the requirements of applicable laws, rules and regulations, we do not have any
and undertake no obligation to update or otherwise revise the forward-looking statements in
this prospectus, whether as a result of new information, future events or otherwise. As a result
of these and other risks, uncertainties and assumptions, the forward-looking events and
circumstances discussed in this prospectus might not occur in the way we expect, or at all. We
caution you not to place undue reliance on any forward-looking statements or information.

In this prospectus, statements of or references to the intentions of our Company or any
of our Directors are made as of the date of this prospectus. Any such intentions may potentially

change in light of future developments.

All forward-looking statements contained in this prospectus are qualified by reference to

the cautionary statements set out in this section.
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RISK FACTORS

Potential investors should consider carefully all the information set out in this
prospectus and, in particular, should evaluate the following risks associated with the
investment in our Shares. You should pay particular attention to the fact that we conduct
our operations in the PRC, the legal and regulatory environment of which in some
respects may differ from that in Hong Kong. Any of the risks and uncertainties described
below could have a material adverse effect on our business, results of operations,
financial condition or on the trading price of our Shares, and could cause you to lose all
or part of your investment.

RISKS RELATING TO OUR BUSINESS

The rapid growth of new energy automobile market could restrict the supply of and
reduce the demand for gasoline-powered automobiles in China.

According to the Frost & Sullivan Report, the new energy automobile market in China
experienced rapid growth during the past few years due to the favorable government policies
and the maturity of the relevant technologies for new energy automobiles. The sales volume of
new energy automobiles in China increased significantly from 0.1 million units in 2014 to 1.2
million units in 2020, representing a CAGR of 51.3%. The sales volume of new energy vehicles
in China is expected to grow at a CAGR of 31.4% from 2020 to 2025, reaching 4.7 million
units in 2025. The penetration rate of new energy vehicles also increased significantly from
0.5% in 2014 to 5.7% in 2020 and is forecasted to continue to grow and reach 18.1% in 2025,
according to the Frost & Sullivan Report. The emerging electric vehicle brands in the luxury
and ultra-luxury segment, such as Tesla, NIO and Lixiang, which mainly adopt a direct-sale
model, may threaten the demand for petroleum vehicles of other luxury and ultra-luxury
brands, including Porsche, Bentley, Audi, Mercedes-Benz, Volvo and Jaguar-Land Rover.

According to the Frost & Sullivan Report, (i) the sales volume of new energy vehicles in
the luxury and ultra-luxury segment grew at a faster pace than that of petroleum vehicles in the
same segments from 2016 to 2020. According to the Frost & Sullivan Report, the sales volume
of new energy vehicles in the luxury and ultra-luxury segment grew at a CAGR over 100.0%
from 2016 to 2020, compared with a CAGR of 10.0% for petroleum vehicles in the luxury and
ultra-luxury segments during the same period; and (ii) the market share in terms of the sales
volume of new energy vehicles in the luxury and ultra-luxury passenger vehicle market
increased from 0.5% in 2016 to 5.5% in 2020, and is expected to continue to grow and reach
15.5% in 2025, which may have an adverse impact on the demand for petroleum vehicles in
the luxury and ultra-luxury segments.

Many domestic and international automobile brands have launched their new energy
automotive products in China. We cannot assure you that the automobiles we sell will remain
attractive in the market. Reduced automobile usage and the rapid development of new energy
automobiles may also decrease demand for and frequency of repair and maintenance services
for gasoline-powered automobiles, which may have an adverse effect on our after-sales
business.
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RISK FACTORS

Limits imposed by the PRC government on the purchase of new automobiles may
adversely affect our business and results of operations.

With a view to curbing traffic congestion in China, the PRC government had implemented
various rules and regulations on automobile purchase and ownership by limiting the number of
new license plates to be issued each year. Among the cities where we have business operations,
relevant regulations restricting the number of new automobiles have been implemented in
Beijing, Tianjin and Hangzhou. In these three cities, applicants for automobile license plates
shall register with the local quota allocation management offices. The applicant that meets the
relevant requirements can receive a valid code, with which the applicant can participate in
license plate quota lottery or bidding process.

According to the Interim Regulations of Beijing on Adjusting and Controlling the
Quantity of Passenger Vehicles (b5t i /N H B TP 1TH7E), which was promulgated on
October 29, 2020 and took effect on January 1, 2021, and the Rules for the Implementation of
the Interim Regulations of Beijing on Adjusting and Controlling the Quantity of Passenger
Vehicles (A0t /N B8 PR HE 8 1 T8 E B AN ), which was promulgated on December 5,
2020 and took effect on January 1, 2021, the license plate quota in Beijing for new energy
automobiles for units and individuals shall be allocated through queuing schemes, the license
plate quota for new energy automobiles for households in Beijing shall be allocated based on
points assigned to local families, and the license plate quota for non-new energy automobiles
in Beijing shall be allocated through lottery schemes. According to the Measures on Adjusting
and Controlling the Total Quantity of Passenger Vehicles in Tianjin (FE T /N5 B 40 & 0 55
FHED), which was promulgated on December 27, 2019 and took effect on January 1, 2020,
the incremental license plate quota in Tianjin is allocated through lottery schemes for new
energy automobiles and through lottery and bidding for ordinary automobiles. The allocation
cycle for incremental license plate quota is 12 months. The quota for each cycle is 100,000,
which is allocated on a monthly basis and does not allow across-cycle allocation. Within each
cycle, the incremental license plate quota for new energy automobiles is 10,000, which is
allocated through lottery schemes. The incremental license plate quota for ordinary
automobiles is 90,000, among which 50,000 is allocated through lottery schemes and 40,000
is allocated through bidding.

According to the Regulations of Adjusting and Controlling the Total Quantity of
Passenger Vehicles in Hangzhou (Bt 7 48 & df 2 8 BHLE ), which was promulgated and took
effect on January 6, 2017, the incremental license plate quota is allocated through lottery and
bidding schemes in Hangzhou. The allocation cycle for the quota is 12 months. The quota
approved for each cycle is 80,000, among which 80% is allocated through lottery schemes and
the rest 20% is allocated through bidding.

According to the Frost & Sullivan Report, the number of petroleum vehicles sold in these
cities except Tianjin was higher than the license plate quota granted by the local governments
for the year, primarily because a large number of new vehicles was sold for replacing/trading
in an old model. In this way, the vehicle owner does not need to apply for a new license plate.
In addition, driven by the increasing disposable income of Chinese residents, people would
prefer to choose a higher class model when they decide to replace their cars. According to the
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RISK FACTORS

Frost & Sullivan Report, the average age of passenger vehicles in China was approximately
4.9 years in 2020. Therefore, people will replace/trade in their automobiles in a relatively short
period of time and the demand for passenger vehicles is not materially limited by license plate
quota. However, such restrictions may still result in a decrease of sales in petroleum vehicles.
Following the effective date of the Interim Regulations of Beijing on Adjusting and Controlling
the Quantity of Passenger Vehicles (b5 i/NE B EUE R 1741E) and the Rules for the
Implementation of the Interim Regulations of Beijing on Adjusting and Controlling the
Quantity of Passenger Vehicles (JUHT/N& B S s 1T HUE EiEAM ) on January I,
2021, the petroleum vehicles sold in Beijing decreased from 313,698 for the year ended
December 31, 2019 to 296,640 for the year ended December 31, 2020. Following the effective
date of the Regulations of Adjusting and Controlling the Total Quantity of Passenger Vehicles
in Hangzhou (HUN A8 & FH¥E S HHIE) on January 6, 2017, the petroleum vehicles sold in
Hangzhou amounted to 203,733, 203,088 and 191,220 for the years ended December 31, 2018,
2019 and 2020, respectively.

There is uncertainty as to whether such limit would be adopted in other cities where we
operate. These and any future anti-congestion regulations in the markets where we operate may
restrict the ability of potential customers to purchase automobiles and in turn reduce
customers’ demand for automobiles. Should similar regulations be adopted in other cities
where we operate, or existing regulations become stricter, our sales in those cities may be
adversely affected.

Changes and development in government policies concerning automobile sales and other
automobile-related services could adversely affect our business, financial condition and
results of operations.

Government policies and the relevant regulations on automobile industry may have an
adverse effect on our business and growth prospects. For example, the local governments of
certain provinces and municipalities in China, including Zhejiang, Sichuan, Shandong and
Guangdong provinces and Tianjin have implemented the China Six Standard since July 1,
2019. Beijing Municipal Ecology and Environment Bureau (At iARE4E 2)R), Beijing
Market Supervision and Administration Bureau (VI 14 B4 81 )R)) and Beijing Traffic
Management Bureau (JLIIT/ALJRALZZEHE ) jointly issued the Announcement on
Early Implementation of China Stage Six Motor Vehicle Emission Standards in Beijing (B
AT B AR A B S A HE PR S HE A 4 ) on June 28, 2019, according to which, starting
from January 1, 2020, light-duty gasoline vehicles in Beijing shall be in compliance with the
China Six Standard. Due to the transition of automobile models to fulfill the requirements of
the China Six Standard, our sales volume of automobiles declined from 2018 to 2019. Pursuant
to the Announcement on Relevant Requirements for Adjustments to the Implementation of the
China Six Emission Standard for Light-duty Vehicles ([ o % #8135 B 5] 7S PE O HE B s A5
B A 45), which was jointly issued by the Ministry of Ecology and Environment of the PRC
(the “MEE”), the Ministry of Industry and Information Technology, MOFCOM and the General
Administration of Customs of China on May 13, 2020, beginning on July 1, 2020, the China
Six Standard for light-duty vehicles shall be implemented nationwide in China, the light-duty
vehicles to which the China Five Standard applies shall be prohibited from production, and
imported light-duty vehicles shall comply with the China Six Standard. In addition, according
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to the Frost & Sullivan Report, as the China Six Standard was different from the emission
standard set by the European Union, some of the imported automobile models that did not
comply with China’s emission standard were not allowed to enter China’s market, which had
led to a decrease in the imported volume of automobiles in China during the year of 2019.
Meanwhile, automobile manufacturers are relatively more willing to supply new automobiles
that comply with the China Six Standard to the dealers in areas where the China Six Standard
has been implemented. We cannot assure you that the automobile emission standard will not
change in the future. If a higher standard is set by the PRC government authorities, the
automobiles models that we sell at that time will have to experience transition and our sales
activities and marketing strategies may be affected, which may adversely affect the sales
volume of our 4S dealership stores. If we are not able to sell our automobiles that do not
comply with the new automobile emission standard before its implementation, such automobile
inventories may become obsolete. As a result, our business, financial condition and results of
operations may be materially and adversely affected.

In addition, according to the Frost & Sullivan Report, due to the promotion of relevant
online trading platforms and the favorable policies for financing and trading of used passenger
vehicles, such as the Opinions on Promoting Used Cars’ Transactions ([ i #E — T Hff F| 58
2 W) #7 T E 5) (the “Opinions™) promulgated by the State Council on March 14, 2016 and the
Notice of Measures to Stabilize and Expand the Consumption of Automobiles (%2 ik
KIRHIH 2 A T HE a4 H0) (the “Notice”) jointly promulgated by the NDRC, PBOC and nine
other government authorities on April 28, 2020, the sales volume of used passenger vehicles
in China increased at a CAGR of 9.3% from 2014 to 2020, and is forecasted to reach 13.8
million units in 2025, representing a CAGR of 4.5% from 2020 to 2025. According to the
above-mentioned Opinions and Notice, the local governments shall invigorate the used car
market to make free flow of used cars and shall not impose restrictions on the flow of used cars.
They shall take measures to simplify the registration procedures for used cars, optimize the
vehicle registration system and facilitate the transaction parties to complete the registration
procedures at the location of the used cars. The Measures for the Administration of the
Circulation of Used Cars (—FHjii#l & HL %) should be revised and promulgated as soon as
possible to strengthen the management of the used car industry and standardize the behavior
of used car dealership companies. From May 1, 2020 to the end of 2023, the used car dealers
are subject to a favorable VAT rate, which is 0.5% of the transaction amount for the sale of used
cars. The favorable policies for trading used passenger vehicles and the gap between the price
of a new and used automobile may lead to a drop in the demand for new automobiles in China,
which may result in a decrease in the sales volume of new automobiles and adversely affect our
business, financial condition and results of operations.

Apart from automobile sales, our other automobile-related services, such as the insurance
agency services, are also subject to regulatory restrictions in the PRC. According to Circular
on Strengthening Administration on Insurance Terms and Premium Rates of Commercial
Automobile Insurance (B N5 HEEh B 5 5 R PR sk 2 A BLAZE AN,  which  was
promulgated by China Insurance Regulatory Commission and came into effect on February 23,
2012, the commercial automobile insurance clauses and premium rates formulated by the
insurance companies shall be submitted to the regulatory authority for approval. The
commercial automobile insurance premium rates include, among others, the expected
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compensation expenses, business tax and additional charges, commission and handling
charges, business management expenses, profits and additional risk expenses. On June 29,
2018, the China Banking and Insurance Regulatory Commission (the “CBIRC”) issued the
Notice in Relation to the Regulations on Commercial Vehicle Insurance Premium (Yin Bao Jian
Ban Fa [2018] No. 57) ([ R P B e W% 2> BB A 73 S e g 2 o B A I 2O A A (SRR B
HFEE12018]57%9%)) (the “Notice 57”), pursuant to which each insurance company shall report to
the CBIRC the range and policies on charging commission and handling fees, which include
all handling charges, service fees, promotional fees, remuneration, incentive payments, bonus
payments and commission, and shall not have any unfair competition amongst different
insurance companies. In June 2018, several leading insurance companies in the PRC suggested
to impose a limit on the commission rate on motor vehicle insurance, which states the
commission rate of insurance for pre-owned automobiles shall not exceed 20.0% and
commission rate of insurance for new automobiles shall not exceed 25.0%. After the issuance
of the Notice 57 in June 2018, the average market commission rate of commercial vehicle
insurance products decreased in China. The decrease in the maximum commission rate has led
to a decrease in the commission income that we generated from our insurance agency services.
In September 2020, the CBIRC issued the Notice on Issuing the Regulations for Actuarial of
Model Commercial Automobile Insurance (Yin Bao Jian Fa [2020] No. 42) (B ENEE/R{E R
B R BAL KR A N (SRR B 88120201429%)), which replaced the Notice 57, stipulating that
insurance companies shall set up a reasonable price system, including premium rate, handling
charges and additional charges based on the subject risks and operating costs. If the limits
imposed by the insurance companies on commission rate on motor vehicles insurance continue
to decrease in the future, our insurance agency business, financial condition and results of
operations may be adversely affected.

The PRC government may introduce policies, guidelines, rules and regulations from time
to time to regulate the automobile-related businesses. We may incur substantial costs in order
to be in compliance with the applicable regulations, and any changes in these policies and
regulations may have an adverse effect on our business, growth prospects and profitability.

We rely on authorizations granted by automobile manufacturers to operate our 4S
dealership stores. Any loss of such authorization would negatively affect our business
operations and financial condition.

We rely on automobile manufacturers for the rights to operate our dealership stores and
for the supply of new automobiles and spare parts. Our rights to open and operate 4S dealership
stores and the supply of automobiles and spare parts are governed by dealership agreements
with automobile manufacturers. Our acquisition of dealership stores is also subject to
authorization from automobile manufacturers. These dealership agreements are non-exclusive
and generally have a term of three to five years, which is renewable upon expiration.
Automobile manufacturers have the right to terminate their authorizations or refuse to enter
into dealership agreements with us for various reasons, including, among others, our failure to
comply with the terms set out in the dealership agreements and unapproved changes in our
ownership or management structure that impair our ability to meet our contractual obligations
under these agreements. In addition, automobile manufacturers may elect not to renew their
agreements with us due to various reasons beyond our control, including changes in their
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business strategies. There is no assurance that we will be able to renew our dealership
agreements or other agreements with automobile manufacturers on a timely basis, on
commercially acceptable terms, or at all. Automobile manufacturers may also decide to restrict,
limit or reduce the number of dealership stores that we are authorized to operate. If any
automobile manufacturer with whom we have dealership agreements decide not to renew or
terminate their agreements with us, or otherwise reduce or terminate their business dealings
with us, our business, financial condition, results of operations and growth prospects may be
materially and adversely affected.

There is no assurance that we will continue to receive incentive rebates from automobile
manufacturers and we may encounter difficulties in recovering rebate receivables.

Our purchase arrangements with automobile manufacturers often include purchase
volume or sales-based incentive rebates, which are decided with reference to the number of
new automobiles we purchase or sell, and adjusted based on our completion of certain targets
set by the relevant automobile manufacturers, including customer satisfaction indexes and
other performance indicators. For the years ended December 31, 2018, 2019 and 2020, we
recorded rebates of approximately RMB392.3 million, RMB351.4 million and RMB472.9
million, respectively, accounting for approximately 5.3%, 5.0% and 6.3% of our revenue from
the sales of automobiles for the same years, respectively. If we fail to meet these performance
targets set by the automobile manufacturers, our rebates with reference thereto will be
adversely affected. Should some or all automobile manufacturers 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.

In addition, our incentive rebates, based on either procurement or sales volume, are
recognized as receivables with a corresponding reduction to the cost of sales in the month
during which the related automobiles are sold. The procurement-based rebates are recognized
as receivables with a corresponding reduction to the book value of the related automobile
inventory, which will be transferred to, and recognized as, cost of sales in the month in which
the related inventory is sold. We usually estimate the rebates to be accrued based on the
manufacturers’ rebate policies and their assessment criteria prior to the confirmation of the
relevant automobile manufacturer. Then, we declare the rebates in the rebate system of the
corresponding manufacturer based on the actual procurement and/or sales volume. As of
December 31, 2018, 2019 and 2020, the balance of our rebate receivables was RMB154.5
million, RMB135.3 million and RMB153.8 million, respectively. We cannot guarantee the
recoverability or predict the movement of our rebate receivables. If we fail to recover our
rebate receivables, this may have an adverse impact on our working capital needs and may
adversely affect our financial condition in the future.
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We generate a significant portion of revenue from sales of automobiles for a few major
brands. Any deterioration of such brands or our relationships with such brands may
materially and adversely affect our business, financial condition and results of operations.

During the Track Record Period, we derived a significant portion of revenue from the sale
of automobiles of a few European automobile brands, including Porsche, Mercedes-Benz,
Audi, Volvo, Jaguar-Land Rover and imported Volkswagen. For the years ended December 31,
2018, 2019 and 2020, revenue generated from the sale of automobiles represented
approximately 87.4%, 86.4% and 87.5% of our total revenue for the years, respectively. If any
of these brands experience deterioration in its market perception or popularity among Chinese
consumers, it could have a material adverse effect on our business, financial condition, results
of operations and growth prospects.

Specifically, we rely on Porsche for a significant percentage of our business. For the years
ended December 31, 2018, 2019 and 2020, the revenue generated from the sales of Porsche
amounted to approximately 53.9%, 56.2% and 53.5% of the total revenue, and the gross profit
generated from the sales of Porsche amounted to approximately 65.1%, 58.9% and 58.6% of
the total gross profit. The dealership agreements that we entered into with the manufacturer of
Porsche are generally renewable upon mutual agreements. The expiration date of the latest
dealership agreements we enter into with the manufacturer of Porsche is December 31, 2023.
If our dealership agreements with the manufacturer of Porsche are renewed on terms less
favorable to us or we are unable to renew such contracts at all, we would not be able to
continue to sell the automobile models of Porsche, and our business, financial condition and
results of operations would be materially and adversely affected. See “Business — Our
Business — Business Relationship with Porsche” in this prospectus for details.

There can be no assurance that we will always be able to maintain the relationships with
our automobile manufacturers in the future. If the owner of any of our major brands terminates
or decides not to renew their dealership agreements with us on acceptable terms, or at all, or
these brands become less attractive to customers due to automobile recalls or any other
problems which are out of our control, our business, financial condition, results of operations
and growth prospects may be materially and adversely affected. In addition, adverse changes
in financial position of automobile manufacturers and their failure to design, manufacture and
market attractive automobile models, spare parts, accessories and other automobile-related
products may result in negative publicity for these major brands and negatively affect our
business, financial condition, results of operations and growth prospects.
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Our business performance, financial condition and results of operations may be adversely
affected by the outbreak of COVID-19.

Since December 2019, the outbreak of COVID-19 has created significant business
disruption. The outbreak has resulted in the PRC government implementing various measures
to contain COVID-19, such as travel bans and restrictions, particularly quarantines, lock-down
orders and business limitations and shutdowns. Following the outbreak of COVID-19, during
the Chinese New Year’s holidays at the end of January 2020, the PRC government extended the
public holiday period during which businesses remained closed. For the remainder of February
and March 2020, we implemented staggered work shifts and only had part of our staff on duty
during work hours. In the meanwhile, residents in Beijing as well as most other parts of China
reduced non-essential activities as a result of COVID-19 concerns and postponed test-drives or
automobile purchases. Although all of our 4S dealership stores have resumed normal business
operations since April 2020, the containment measures are subject to change and the PRC
government authorities may further tighten the restrictions at any time.

The global outbreak of COVID-19 has caused us to modify our business practices,
including restricting employees travel, developing social distancing plans for employees and
cancelling physical participation in meetings, events and conferences, and we may take further
actions as may be required by government authorities or as we determine in the best interests
of our employees and business partners. See “Business — Impact of the COVID-19 Pandemic”
in this prospectus for more information about our contingency plan and response to the
COVID-19 pandemic.

In addition, the global outbreak of COVID-19 may materially impact our industry and
cause temporary closures of many other businesses, including our suppliers and customers,
which would severely disrupt our business operations. In late 2020, after a third-party company
in Beijing engaged in automobile spare part sales reported confirmed COVID-19 cases, certain
auto parts packaging samples of our Mercedes-Benz dealership store in Beijing have tested
positive for the COVID-19. All employees at our dealership stores of Mercedes-Benz, Porsche,
Audi and Volvo, which are located in the same automobile park of Haidian district in Beijing,
have conducted nucleic acid testing before the New Year’s holidays of 2021. None of these
employees have tested positive for the COVID-19. To better protect the safety and health of our
employees and customers, (i) these dealership stores were temporarily closed from December
30, 2020 to January 12, 2021 and all employees of these dealership stores were required to stay
home for 14 days of quarantine; and (ii) we thoroughly disinfected these dealership stores for
a couple of times during the closing period. These dealership stores have resumed normal
business operations since January 13, 2021. However, if the COVID-19 pandemic prolonged,
it may cause potential closure of our 4S dealership stores, which may adversely affect our
operating performance and financial condition in the upcoming financial years. Any material
adverse change in demand for passenger vehicles due to the reduced consumer mobility during
the COVID-19 pandemic will also affect our business performance. Our operations could be
further disrupted if any of our employees were suspected of contracting the COVID-19, or any
product we sell, including the auto parts packaging, tested positive for the COVID-19, since
this could require us to quarantine some or all of our employees and disinfect or temporarily
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close our dealership stores. The development of this pandemic is beyond our control and we
expect that if such pandemic continues for a prolonged period of time, our business, results of
operations and financial condition may be materially and adversely affected. For the year
ended December 31, 2020, the government grants we received in relation to the COVID-19
pandemic amounted to approximately RMB2.9 million.

Our profitability may be affected by the mix of products and services we offer.

Our businesses primarily consist of sale of automobiles and after-sales services, which
include repair and maintenance services, sale of accessories and other automobile-related
products, insurance agency services and license plate registration services. For the years ended
December 31, 2018, 2019 and 2020, we derived 87.4%, 86.4% and 87.5% of our revenue from
sale of automobiles. However, the gross profit margin of sale of automobiles was relatively
low. For the years ended December 31, 2018, 2019 and 2020, the gross profit margin of sale
of automobiles was 4.3%, 3.7% and 5.1%, which was significantly lower than the after-sales
services. As such, our overall gross profit margin may vary due to changes in gross profit
margins of the sale of automobiles and after-sales services, as well as changes in revenue
contributions of these business segments. Given the relatively low gross profit margin from
sale of automobiles, we cannot assure you that we are able to grow our after-sales services at
a rate higher than the sale of automobiles in the future. Therefore, our gross profit margin and

profitability may vary significantly from period to period.

During the Track Record Period, we also generated commission income from other
automobile-related services, including automobile financing and pre-owned automobile
brokerage services, which were recognized as other income in our consolidated statements of
profit or loss. For the years ended December 31, 2018, 2019 and 2020, we derived an aggregate
commission income of RMB74.5 million, RMB80.1 million and RMB90.6 million from
automobile financing and pre-owned automobile brokerage businesses, respectively,
representing approximately 32.0%, 57.1% and 53.8% of our other income and gains for the
same years, respectively. The amount of commission income that we are able to receive is
largely dependent on the amounts and duration of the loans referred by us to customers to
finance their automobile purchases and the transaction value of each pre-owned automobile.
There is no assurance that we can continue to grow our automobile financing and pre-owned
automobile brokerage services in the future. The decrease in the amount of commission income
received by us will impact our Group’s results of operations and we may experience decreases
in profitability.
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Our revenue declined during the Track Record Period primarily due to the decrease in
sales volume of automobiles, and our prospects are dependent on various factors,
including but not limited to achieving revenue growth and our ability to cope with the
fierce market competition from different market players.

Our revenue decreased from RMB8,409.2 million for the year ended December 31, 2018
to RMBS,178.8 million for the year ended December 31, 2019, primarily due to the decrease
in the sales volume of automobiles as a result of transition of automobile models to fulfill new
requirements of the Limits and Measurement Methods for Emissions from Light-duty Vehicles
(CHINA 6) (ERGEHS R PERE X BIRTTE) (FEEENBFB) (“China Six Standard”),
which have been implemented in Zhejiang, Sichuan, Guangdong and Shandong provinces and
Tianjin since July 1, 2019, and in Beijing since January 1, 2020. As advised by our PRC Legal
Advisor, after the implementation of the China Six Standard, the production and import of
light-duty vehicles that only satisfy the Limits and Measurement Methods for Emission from
Light-duty Vehicles (CHINA 5) (“China Five Standard”) are prohibited in China. A transition
period, which is six months for Sichuan and three months for Beijing, Tianjin, Guangdong,
Shandong and Zhejiang after the implementation of the China Six Standard, has been granted
by the local governments. During the transition period, application for registration of vehicles
that satisfy the China Five Standard was still accepted by the local government authorities.
However, the implementation of the China Six Standard, which has set more stringent emission
requirements for light-duty vehicles, has resulted in a transition between automobile models.
This transition between models had a significant negative impact on the automobile sales
performance of our dealership stores in 2019 as consumers were inclined to hold off purchase
decisions until the transition was completed. We adopted a conservative approach when
purchasing our inventory for 2019 because automobiles manufactured under the old emission
requirements had to be all sold off before the end of 2019 before the new requirements took
effect. These old model automobiles were often sold at reduced prices due to the scheduled
transition. As our manufacturers just transitioned to new models of automobiles that meet the
new emission requirements as well, for a while the supplies of these new model automobiles
available to us were limited in 2019. In addition, according to the Frost & Sullivan Report, as
the China Six Standard was different from the emission standard set by the European Union,
some of the imported automobile models that did not comply with China’s emission standard
were not allowed to enter China’s market, which had led to a decrease in the volume of
imported automobiles in China during the year of 2019. Meanwhile, automobile manufacturers
are relatively more willing to supply the new automobiles, which comply with the emission
requirements in China, to the dealers in areas where such new emission standard has been
implemented. All of these factors contributed to the decrease in our sales for 2019 compared
with 2018. See “Financial Information” in this prospectus and “Changes and development in
government policies concerning automobile sales and other automobile-related services could
adversely affect our business, financial condition and results of operations” in this section for
details.
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Our profitability and ability to achieve profits may also be affected by fierce competition
from different market players. We face direct competition with other automobile dealership
service providers, which operate the same brands as we do. In addition, owing to the rise of
new energy automobiles, competition with manufacturers of new energy automobiles who
directly sell their automobiles to customers have also become increasingly fierce. See “The risk
of disintermediation of automobile manufacturers and their establishment of their own
dealership stores may affect our competitiveness” in this section for further information. If we
fail to compete against these market players, our profitability and financial position will be
adversely affected.

In addition, our profitability may be affected by the shortage of raw materials and parts
(including chips) for manufacturing the automobile models that we sell. Such shortage of raw
materials and parts (including chips) may result in a decrease in the automobile models that the
manufacturers are able to produce, and as a result may cause our inventories and sales volumes
of relevant automobile models to decrease.

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

Automobile manufacturers may require us to operate our 4S dealership stores subject to
various restrictions, including but not limited to, geographical limitations on the location of our
dealership stores and our target marketing areas, setting pricing guidelines for the sale of
automobiles, spare parts and accessories procured from the automobile manufacturers and
limitations on brands or models of automobiles that our dealership stores can display and sell.
These restrictions imposed by, and the significant influence from, automobile manufacturers on
our business could impair our ability to respond to changes in business environment, which
could in turn materially and adversely affect our business, financial condition, results of
operations and growth prospects. Furthermore, we rely on support and cooperation from
automobile manufacturers for the successful operation of our business. If political tension
arises between China and the country of origin of the automobile brands that we sell, the
automobile manufacturers may impose more restrictions on authorized dealers in China, which
may adversely affect our business, financial condition, results of operations and growth
prospects. If our relationship with any automobile manufacturer were to deteriorate, our
business, financial condition, results of operations and growth prospects could be materially
and adversely affected.

For example, with respect to product pricing, automobile manufacturers usually provide
their suggested retail price based on the prevailing market price. Successful pricing policies
adopted by automobile manufacturers allow us to compete effectively for customers while
maintaining profitability. If automobile manufacturers raise the suggested retail price,
customers’ demand for their automobiles may be negatively affected, thus affecting our sales.
In addition, any decrease in the prevailing market price may impair our profitability. Failure
to comply with the pricing guidelines may negatively affect our relationships with such
automobile manufacturers.
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With respect to the supply of automobiles and spare parts, we rely on automobile
manufacturers and their authorized suppliers to supply us with the automobiles and spare parts
that we sell. If they are unable to manufacture and deliver their products to us as a result of
factors beyond our control, such as component shortages, labor unrest or natural disasters, our
business operations may be materially and adversely affected. Our automobile manufacturers
are also responsible for anticipating changes in market trends and consumer tastes and demand
to develop attractive automobile models. If any automobile model launched by any of our
automobile manufacturers is not well received by the market, or if the popularity of any of their
existing automobile models declines, our business, financial condition, results of operations
and growth prospects may be materially and adversely affected.

With respect to sales and marketing, sales and marketing activities undertaken by
automobile manufacturers, including advertisements on television, radio, newspapers and
magazines, may increase consumer demand for their automobile products. We are authorized
by manufacturers to carry out marketing activities in relation to the sale of automobiles, spare
parts and accessories in agreed areas. If any automobile manufacturer were to reduce the scale
of its marketing efforts, or adopt an unsuccessful marketing strategy or campaign, our business,
financial condition, results of operations and growth prospects may be materially and adversely
affected.

Our business and results of operations may be affected by product defects, automobile
recalls and warranty claims.

Automobile recalls are conducted by automobile manufacturers from time to time to
remedy product defects or other problems with one or more automobile models. See “Business
— Our Business — Automobile Recalls” for more information of incidents of product recalls
by our automobile manufacturers during the Track Record Period. Under the applicable PRC
laws and regulations, we are generally not liable for any of the costs of the recall and are
typically compensated by automobile manufacturers for our assistance in conducting the recall.
However, any product defects or automobile recalls may damage the reputation of relevant
automobile manufacturers and impair customers’ confidence in the quality and safety of the
automobiles produced by such automobile manufacturers, which may in turn materially and
adversely affect our business, financial condition, results of operations and growth prospects.
Automobile recalls may also lead to the cancellation of orders placed by our customers and a
decline in demand for automobiles that we sell, which may reduce our sales and result in a high
level of inventories of the relevant automobile models subject to recall, automobiles of the
same brand or their spare parts. We may have to incur significant costs associated with holding
excessive inventories or lower our retail prices to reduce inventories, which could materially
and adversely affect our business, financial condition and results of operations. We cannot
assure you that there will not be future automobile recalls affecting automobile manufacturers
or the models or spare parts we sell, nor that any such recalls would not cause a material

adverse impact on our business and our operational and financial performance.
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We may not be able to manage our inventories effectively, which may adversely affect our
business operations and financial condition.

Our business and financial condition depend on our ability to maintain a reasonable level
of inventories of new automobiles, spare parts and accessories at our 4S dealership stores. As
of December 31, 2018, 2019 and 2020, our inventories represented approximately 42.8%,
37.5% and 28.0% of our total current assets, respectively. Our average inventory turnover days
were approximately 37.6 days, 36.9 days and 26.7 days, respectively, for the same years.
Automobile manufacturers typically prefer that we maintain a minimum or adequate level of
inventories in our dealership stores for display and meeting customers’ demands in a timely
manner. See “Financial Information — Description of Certain Key Items from Our
Consolidated Statements of Financial Position — Current Assets and Current Liabilities —
Inventories”. In the event that we overstock inventories, we may be required to increase our
working capital and incur additional financing costs, and may need to adopt more promotional
activities to dispose of these inventories, which may have an adverse impact on our results of
operations. If we understock inventories, we may not be able to satisfy customer demand on
a timely basis, which may cause us to forgo revenue and adversely affect our reputation.

Our after-sales services are dependent on automobile manufacturers, third-party
suppliers of accessories and other automobile-related products, as well as our sales
personnel and automotive engineers and technicians.

Our after-sales services primarily consist of repair and maintenance services, sale of
accessories and other automobile-related products, insurance agency services and automobile
license plate registration services. Repair services under automobile manufacturers’ warranties
are charged to the automobile manufacturers instead of the customers. As a result, a reduction
in the term or coverage of such warranties could reduce the willingness of our customers to
seek repair services from our dealership stores, which in turn may have an adverse effect on
our after-sale services and results of operations.

We also depend on automobile manufacturers to provide training to our dealership store
managers, customer services and sales personnel and automotive engineers and technicians to
familiarize them with the features and proper maintenance of and repair procedures for
automobiles of the particular brand. In addition, our ability to maintain high quality customer
services and after-sales services is dependent on the continued service of, and our ability to
attract, train, motivate and retain our dealership store managers, customer services and sales
personnel, and automotive engineers and technicians for the performance and continued
success of our business. Due to the rapid growth of the PRC economy and the PRC automobile
industry, the competition for such personnel is increasingly intense. There is no assurance that
we will be able to attract, train, motivate and retain the necessary personnel to grow and
develop our after-sales services or continue to deliver high-quality after-sales services that
meet customers’ needs. 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 for our after-sales services.
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In addition, we are dependent on third-party suppliers for the accessories and other
automobile-related products we sell. The success of our after-sales business 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 the desirable, high-quality and
price competitive mix of accessories and other automobile-related products. If our suppliers’
products fail to meet our customers’ expectations, or if we are unable to maintain a sufficient
stock, or if our suppliers increase their prices due to increasing demand for their products from
other dealership stores, our margins of these products may be affected, which in turn could
adversely affect our results of operations and financial condition.

Our major automobile manufacturers were also our customers during the Track Record
Period.

We rely on our business cooperation with our major suppliers, most of which are domestic
joint ventures of automobile manufacturers. During the Track Record Period, our major
automobile manufacturers were also our customers, primarily because we provided in-warranty
repair services to automobile suppliers which compensated us for the in-warranty repair
services that we rendered and the costs of related spare parts that we used. In this regard, our
major automobile suppliers would also be treated as our customers. For the years ended
December 31, 2018, 2019 and 2020, our revenue generated from in-warranty services, which
were paid by our major automobile manufacturers, was RMB68.0 million, RMB82.4 million
and RMB115.6 million, respectively, accounting for 0.8%, 1.0% and 1.4% of our total revenue
for the same years, respectively.

As most of our suppliers are key players in the automobile industry in the PRC with a
strong market position, we may have limited bargaining power and need to concede to certain
requests made by these manufacturers in order to maintain good relationships with them. If any
of our major automobile manufacturers experience any liquidity problems, it may result in
delay or default in settling the in-warranty repair service fees, which in turn will have an
adverse effect on our business, financial condition and results of operations.

We may not be able to successfully implement our expansion plans.

Our growth strategy is to expand our network in the tier-one and tier-two cities in China
over the next few years through a combination of organic growth and selected acquisitions. See
“Business — Our Strategies” in this prospectus for more information. There are significant
risks involved in our expansion plans, including whether we will be able to (i) obtain
authorizations for new 4S dealership stores; (ii) access adequate financial resources; (iii)
negotiate the terms of new leases or land use rights successfully for properties in desired
locations; (iv) identify and secure suitable acquisition targets and successfully integrate the
acquired businesses into our network; (v) obtain appropriate licenses, permits and approvals
from relevant PRC government authorities on a timely basis; (vi) commence and ramp up the

operations of new dealerships and improve the performance of acquired stores to achieve our
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target profitability within expected time frames; (vii) hire, train and retain sufficient qualified
staff; (viii) generate sufficient revenue to cover our indebtedness, costs or contingent liabilities
associated with our expansion; and (ix) timely re-evaluate and revise our expansion plans as
needed.

In addition, various factors beyond our control may significantly influence the results of
our growth strategy, including general economic conditions and changes to the PRC laws and
regulations, particularly in the automobile dealership industry and the specific geographic
areas where we operate, the market demand for new automobiles, especially luxury and
ultra-luxury automobile market, and business or operational strategies and policies adopted by
automobile manufacturers, other suppliers as well as our competitors.

During the Track Record Period, our revenue decreased by approximately 2.7% from
RMB8,409.2 million for the year ended December 31, 2018 to RMBS,178.8 million for the year
ended December 31, 2019. Our revenue increased by 4.3% from RMBS,178.8 million for the
year ended December 31, 2019 to RMBS,533.1 million for the year ended December 31, 2020.
There is no assurance that the decrease in our revenue will not continue or we will be able to
manage our growth successfully. Should any or all of the risks in relation to our expansion
plans materialize, we may not be able to benefit from expansion, take advantage of market
opportunities, execute our business plans or respond to competitive pressure and our business,

financial condition and results of operations may be materially and adversely affected.

We may not be able to obtain requisite approval from the automobile manufacturers to
establish new dealership stores.

We plan to open new 4S dealership stores for the brands that we currently operate in
tier-one and tier-two cities in China. In order to establish such dealership stores, we may
proactively communicate with the relevant automobile manufacturer to indicate our interests in
opening a new dealership store in a particular region and formulate a proposal which sets out
the background information of the operating entity, the track record of our Group in operating
4S dealership stores and a preliminary plan in relation to, among others, the properties or land
to be used for the new dealership store and the expected timeline for the construction and
renovation of the premises. The manufacturers have the ultimate discretion to decide the
location of new dealership stores. Additions of new dealership stores also depend on whether
the automobile manufacturers have plans, or invite for applications from dealers, to establish
new 4S dealership stores in China, which are beyond our control. We are not able to take the
initiative to apply for the establishment of new dealership stores if the automobile
manufacturers do not have such plans and our failure to obtain requisite approval from the
automobile manufacturers to establish new dealership stores will have a material adverse effect
on our business, financial condition and results of operations.
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If we determine our intangible assets (other than goodwill) to be impaired, our results of
operations and financial condition may be adversely affected.

As of December 31, 2018, 2019 and 2020 our intangible assets amounted to RMB561.9
million, RMB541.0 million and RMB549.1 million, respectively, which were primarily related
to our software for ERP system and the dealership agreements we entered into with various
automobile manufacturers. The value of intangible assets is based on a number of assumptions
made by our management. If any of these assumptions does not materialize, or if the
performance of our business is not consistent with such assumptions, we may have to write off
a significant portion of our other intangible assets and record a significant impairment loss. In
addition, our determination on whether intangible assets are impaired requires an estimation of
the carrying amount and recoverable amount of an intangible asset. If the carrying amount
exceeds its recoverable amount, our other intangible assets may be impaired. During the Track
Record Period, we did not recognize impairment losses in respect of our intangible assets.
However, we cannot guarantee you that in the future we will not record any impairment loss
on our intangible assets. The impairment of our other intangible assets could have a material
adverse effect on our business, financial condition and results of operations. For further details
of our accounting policies with respect to intangible assets, please refer to “Financial
Information — Critical Accounting Policies, Judgement and Estimates — Intangible Assets
(Other Than Goodwill)” in this prospectus.

Goodwill impairment could adversely affect our results of operations.

We record goodwill in connection with acquisitions. Goodwill is initially measured at
cost, and tested for impairment annually or more frequently if events or changes in
circumstances indicate that the carrying value may be impaired. We perform our annual
impairment test of goodwill each year as of December 31 and after initial recognition, goodwill
is measured at cost less any accumulated impairment losses. Testing for impairment 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 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. There are inherent uncertainties related to these factors
and to our judgment in applying these factors to the assessment of goodwill recoverability. We
cannot assure you that we would always be able to make the right judgment and assessment
relating to the value and recoverability of our goodwill. Any significant impairment of
goodwill could have a material adverse effect on our results of operations.

As of December 31, 2020, we had a net carrying amount of RMB210.4 million of
goodwill. If for any reason we should determine in the future that all or part of this amount of
goodwill is impaired, we would need to record corresponding impairment losses, and our
results of operations for any future periods in which such impairment losses are recorded would
be materially and adversely affected. Our investors may view our business and financial
performance negatively and our Share price may be negatively affected as well.
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Our historical financial information may not be indicative of our future financial
performance.

For the years ended December 31, 2018, 2019 and 2020, our gross profit amounted to
RMBS825.2 million, RMB782.2 million and RMB863.6 million, respectively. Our gross profit
margin was 9.8%, 9.6% and 10.1% for the same years, respectively. For detailed discussions
of our historical performance, see “Financial Information” in this prospectus. We cannot assure
you that we will achieve similar gross profit margin in the future. Our financial and operating
results may not meet the expectations of public market analysts or investors, which may result
in a decline in the future price of our Shares. Our revenue, costs and operating results may vary
from period to period in response to a variety of factors beyond our control, including general
economic conditions, laws and regulations in the jurisdiction where we undertake our business,
and our ability to control costs. Therefore, our historical operating results, including the
historical performance of each business segment, should not be relied on as an indication of our
future performance, and you should not rely on our historical results to predict the future
performance of our Shares.

In addition, our financial performance could be affected by the mix of products sold and
services delivered by us. During the Track Record Period, we recorded higher gross profit
margins for after-sales services than the sales of automobiles. For the years ended December
31,2018, 2019 and 2020, our gross profit margin for our after-sales services was 48.2%, 46.8%
and 45.2%, respectively, as compared to the gross profit margin for the sale of automobiles of
4.3%, 3.7% and 5.1%, respectively, for the same years. We may not be able to maintain the
gross profit margin of our after-sales services at a rate comparable to the historical rates or
equal to, or higher than, that of our sales of automobile business in the future. Accordingly, our
gross profit margin may be lower than our expectations or vary significantly from period to
period. As a result, our profitability may vary from period to period due to changes in the mix
of products and services we offer during the relevant periods.

We might not be able to fulfil our obligations in respect of contract liabilities, which might
have an adverse effect on our cash/liquidity position.

As of December 31, 2018, 2019 and 2020, our contract liabilities were RMB323.5
million, RMB309.8 million and RMB357.4 million, respectively. Our contract liabilities
primarily consist of (i) advances from customers for purchasing new automobiles; and (ii)
deferred revenue, which mainly represents the unused gift cards or coupons in connection with
our repair and maintenance services. The gift cards, which are generally valid for one year, are
granted to our customers for our after-sales services when they purchase new automobiles from
our 4S dealership stores. The amount of such prepaid gift cards is recorded to deferred revenue
when we grant to customers and will be recognized to revenue upon use of such prepaid gift
cards for our after-sales services or upon expiration. We also sell coupons, which generally do
not specify the expiration date, to customers for our repair and maintenance services. The
amount of such coupons is firstly recorded to deferred revenue when customers purchase the
coupons and subsequently transferred to revenue when they use such coupons. There is no

assurance whether and when the customers will use the gift cards or coupons. Our recognition
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of deferred revenue is subject to future performance obligations and may not be representative
of revenue for future periods. Any failure to fulfil the obligations in respect of deferred revenue
may have an adverse impact on our results of operations and liquidity.

We are exposed to fair value changes for financial assets at fair value through profit or
loss and valuation uncertainty due to the use of unobservable inputs that require
judgement and assumptions which are inherently uncertain.

During the Track Record Period, we had invested in short-term wealth management
products issued by licensed commercial banks in the PRC. As of December 31, 2018, 2019 and
2020, our financial assets at fair value through profit or loss amounted to RMB185.9 million,
RMB197.0 million and RMB439.0 million, respectively.

It is our Group’s financial management practice to deploy cash resources in an effective
manner by making appropriate investments in short-term financial instruments that generate
income without interfering with our business operations or capital expenditures. Since the
value of our investments depends on the investment performance of the underlying assets in
which the funds invest, our investments are subject to all of the risks associated with those
underlying assets, including the possibility of a default by, or bankruptcy of, the issuers of such
assets. Any potential realized or unrealized losses in our investments in the future resulting
from the changes in the value of the financial instruments we invested in may adversely affect
our business, financial condition and results of operations. The fair value of our wealth
management products that are not traded in an active market is determined using valuation
techniques, which require judgement and assumptions and involve the use of unobservable
input, such as the expected yield of the underlying investment portfolio and discount rate.
Changes in the basis and assumptions used in the estimation could materially affect the fair
value of these assets. Factors beyond our control can significantly influence and cause adverse
changes to the estimates and thereby affect the fair value. These factors include, but are not
limited to, general economic conditions, changes in market interest rates and stability of the
capital markets. The valuation may involve a significant degree of judgement and assumptions
which are inherently uncertain, and may result in material adjustment, which in turn may

materially and adversely affect our results of operations.

We are subject to credit risk in relation to our trade receivables.

As of December 31, 2018, 2019 and 2020, the carrying amount of our trade receivables
was RMB71.3 million, RMB65.3 million and RMB38.2 million, respectively. Our trade
receivables primarily represent (i) receivables from financing companies in connection with
the purchase of new automobiles for which the customers used the financing companies’
mortgage services to make the payment; (ii) receivables of after-sales service fees from
insurance companies in connection with the after-sales services we provided which were
covered by insurance; (iii) receivables of reimbursement from manufacturers in connection

with the after-sales services we provided; and (iv) receivables from certain customers for the
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provision of after-sales services. As of December 31, 2018, 2019 and 2020, the average
turnover days of our trade receivables were approximately 3.9 days, 3.0 days and 2.2 days. For
further details about our credit risk exposure, see note 43 of the Accountants’ Report in
Appendix I to this prospectus.

Should the credit worthiness of insurance companies, financing companies,
manufacturers or customers deteriorate, a significant number of the abovementioned parties
fail to settle their trade receivables in full for any reason or they delay in making payments to
our Group within the credit period, we may incur impairment losses and our results of
operations and financial position could be materially and adversely affected. Our liquidity and
operational cash flows could be materially and adversely affected if the trade receivables
cycles or collection periods lengthen or if we encounter a material increase in default of
payment from these parties. We cannot assure you that our customers, insurance companies,
financing companies or manufacturers will meet their payment obligations on time or in full,
or that our trade receivable turnover days will not increase. Any inability on the part of our
customers to settle or promptly settle the amount due to us may materially and adversely affect
our business, financial condition and results of operations.

We may be subject to penalties from the PBOC or adverse judicial rulings as a result of
extending loans to related parties during the Track Record Period.

During the Track Record Period, we granted loans to our related parties, namely Beijing
Zhoushi, eCapital, Betterlife (China) Investment Co., Ltd, Beijing Xiaobo Technology Co.,
Ltd, Beijing eCapital Kechuang Technology Group Ltd.* (Jt5t 5 FERMAEME 4 A BRA )
(formerly known as eCapital Technology Development Group Ltd.* (5 FEF}EI4E B A R F]))
and Beijing Zhoushi Xingye Branding and Management Co., Ltd., which were non-trade in
nature.

The loans to our related parties were not allowed under the General Lending Provisions
(B ) promulgated by the PBOC in 1996, the Banking Regulation Law of the PRC (3
NIRRT 2E BB %) promulgated by the Standing Committee of the National
People’s Congress in 2003 and amended in 2006 and other relevant laws and regulations, until
the Provisions of the Supreme People’s Court on Several Issues concerning the Application of
Law in the Trial of Private Lending Cases (= A R B B A 25 2 B WS B 22 1108 A T
FREBIE) (the “Private Lending Regulations”) was promulgated on August 6, 2015 and
came into effect on September 1, 2015.

According to the Private Lending Regulations, lending contracts among companies are
valid if they are made for purposes of supporting production or business operations except for
circumstances stipulated in the relevant provisions of the Civil Code and the Private Lending
Regulations, which may result in a void contract. From September 1, 2015 to August 20, 2020,
which was prior to the revision of the Private Lending Regulations, when the interests agreed
upon by both parties did not exceed the annual interest rate of 24% and the lender requested
the borrower to pay interests according to the agreed interest rate, the PRC courts should
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support it. Since August 20, 2020, according to the revised Private Lending Regulations, the
overdue interest rate agreed by the borrower and lender shall not exceed four times of the loan
prime rate for one-year loan when the contract is concluded.

As confirmed by our Directors, (i) our related party loans were generated after September
1, 2015, when the Private Lending Regulations became effective and we have already ceased
to charge interests on loans made to related parties as of the Latest Practicable Date; (ii) there
is no circumstance that may cause the loan contracts between us and the related parties to be
invalid or any dispute between the relevant parties during the performance of the loan
contracts; and (iii) as of the Latest Practicable Date, we had not received any notice or been
penalized because of the interest-bearing loans. Based on the above, although our loans to
related parties do not comply with the General Lending Provisions, our PRC Legal Advisor is
of the view that the risk of us being penalized is low in respect of the above-mentioned
borrowings under the condition that there are no material changes in current laws and
regulations or the interpretation or implementation thereof in China. However, in the event that
we are ordered by the PBOC to pay the penalties, our financial condition and results of
operations may be adversely affected.

We may not record certain income and gains that are non-recurring in nature in the
future, which may adversely affect our results of operations.

During the Track Record Period, we recorded certain income and gains that are
non-recurring in nature, which mainly included a one-off compensation income of RMB114.9
million that we received in 2018 from a contract-related lawsuit brought by us regarding the
land use rights of certain properties in Beijing that we intended to obtain for using as the
premises of new dealership stores and interest income from loans to related parties. For the
years ended December 31, 2018, 2019 and 2020, interest income that we generated from loans
to related parties amounted to RMBS5.7 million, RMB8.6 million and RMB10.6 million,
respectively. These loans had been repaid in full as of the Latest Practicable Date. See
“Financial Information — Major Components of Our Results of Operations — Other Income and
Gains” in this prospectus and note 5(b) of the Accountants’ Report in Appendix I to this
prospectus for details. The non-recurring nature of the compensation income and the loans to
related parties has led to changes in certain items in our historical financial statements, such
as “other income and gains”, which may affect the comparability of our results of operations.

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

Our success depends on the experience and skills of our current officers, management and
key sales employees. In particular, our senior management has significant experience in the
sale and dealership of automobiles. Our chairman of the Board, executive Director and chief
executive officer, Mr. Chou, our executive Directors, Ms. Sun Jing and Ms. Wei Hongjing, and
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our chief financial officer and executive Director, Mr. Chau Kwok Keung are responsible for
management and strategy of our Group and they have been fundamental to our achievements
to date. The loss of any of these key personnel could adversely affect our ability to sustain and

grow our business.

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

results of operations.

The breakeven period and investment payback period of our 4S dealership stores may
increase if our profit margins decline.

Based on our internal information for our dealership stores that have achieved break-even
and realized return on investments, the breakeven period, which represents the period of time
required for a dealership store to generate revenue equal to cost of sales and other operating
costs, for our existing 4S dealership stores was generally approximately one year after the date
of commencement of operations. The payback period for our 4S dealership stores, which
represents the period of time required for accumulated net profit of such dealership store to
recover the total capital expenditure incurred for setting up its operations, was generally within
five years from the date of commencement of operations. The length of the breakeven and
investment payback periods for a particular new 4S dealership store is determined in large part
by the net profits generated by such 4S dealership which can be affected by a number of
factors, including its profit margin, our ability to obtain the authorization from automobile
manufacturers in respect of a new store, securing leases on reasonable terms, timely delivery
of renovation work, ability to hire quality personnel and the general economic conditions, most
of which are beyond our control. To the extent our profit margins decline for any such new 4S5
dealership stores, due to either industry-wide or dealership-specific factors, the breakeven and
investment payback periods for such 4S dealerships may increase, which may in turn adversely
affect our business, financial condition, results of operations and growth prospects.

Our business operations depend on dynamic information technology systems and any
failure in our information technology systems could adversely affect our operations.

Our information technology systems are critical to the success of our business. In
particular, our ERP system, which comprises the various systems for automobile sales and
after-sales services management, is essential for our business development formulation. We
rely on our ERP system and various other information technology systems to collect and
analyze indicators of key aspects of our business. See “Business — Information Technology”.
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We upgrade our information technology systems from time to time to meet the changing
requirements of our business. However, there can be no assurance that any upgrades or
adaptation performed by us or our vendors will be implemented without disruption to our
business, or that our information technology system will continue to meet the changing
requirements of our business. We cannot assure you that we will be able to successfully keep
up with technological improvements in order to meet our customers’ needs or that the
technology developed by others will not render our services less competitive or attractive.
Also, any failure in our information technology systems due to faulty interaction with systems
of other industry players, computer viruses, unauthorized access, wear and tear of hardware,
failures on the part of internet service providers or other vendors or other factors could have
an adverse effect on our results of operations. Our information technology systems are also
subject to hacking or other cyber-attacks. We cannot assure you that we can successfully block
and prevent all hackings or other cyber-attacks. As a result, failure to protect against
technological disruptions of our operations could materially and adversely affect our business,
financial condition and results of operations.

Improper disclosure, unauthorized use or unintended leak of customer information may
result in liability for us and materially and adversely affect our reputation and business.

In the ordinary course of our business, we collect certain behavioral information provided
by our customers, which is stored in our internal database. We take precautions for secured
storage and usage of such confidential information. However, our security control may not be
able to prevent the improper leakage of such confidential information. Any inability to
adequately address privacy concerns, even if unfounded, or to comply with applicable privacy
or data protection laws and regulations, could result in additional cost and liability to us,
damage our reputation and harm our business. Furthermore, data privacy is subject to
frequently changing rules and regulations, and our failure to adhere to or successfully
implement procedures in response to changing regulatory requirements in this area could result
in legal liability or impairment to our reputation in the marketplace.

In addition, the customer information we have collected and stored in our internal
database is potentially vulnerable to cyber-attacks, computer viruses, physical or electronic
break-ins, or similar disruptions. While we have taken steps to protect such information, our
security measures could be breached. As techniques used to sabotage or obtain unauthorized
access to systems change frequently and generally are not recognized until they are launched
against a target, we may be unable to anticipate these techniques or to implement adequate
preventative measures. Any accidental or wilful security breaches or other unauthorized access
to our technology system could cause confidential information to be stolen and used for
criminal purposes. Security breaches or unauthorized access to confidential information could
also expose us to liability related to the loss of the information, time-consuming and expensive
litigation and negative publicity, which could adversely affect our business and results of
operations.
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We face risks when we open a dealership store for a new brand or in a new area that we
have not operated before.

Our growth relies on both increases in sales in our existing dealership stores and the
ability to open or acquire new dealership stores. We face risks when we open a dealership store
for a new brand, as our experience in operating these new brands may be limited. The success
of operating a 4S dealership store for a new brand is largely dependent on various factors,
including, among others, (i) our ability to maintain relationships with the automobile
manufacturers and renew the dealership agreements on a timely basis; (ii) market perception
of the brand and the popularity of this brand and its automobiles among local customers; (iii)
the hiring, training and retention of competent sales and after-sales personnel to support our
daily operations of the new dealership store; (iv) the effective management of inventory; (v)
general economic conditions; and (vi) market competition. Many of these factors are beyond
our control. Unfavorable market perception of the new brand, or lower than expected sales in
new dealership stores, could materially and adversely affect our growth and profitability. In
addition, we cannot assure you that the automobile manufacturers will not terminate the
dealership agreements with us or close any dealership store due to the changes and adjustments
on their own business plans or operation strategies.

Moreover, our new dealership stores may be located in areas where we have little or no
meaningful experience or brand recognition. Those markets may have different competitive
conditions, market conditions, consumer preferences and discretionary spending patterns than
our existing markets, which may cause our new dealership stores for new brands to be less

successful than stores in our existing markets.

Our non-compliance with certain laws and regulations in the PRC could lead to the
imposition of administrative penalties, fines or other requests on us.

During the Track Record Period, we were subject to administrative penalties for failing
to be in compliance with applicable PRC laws and regulations. For example, in January 2018,
since two types of automobile models sold by our 4S dealership stores in Beijing were not
listed on the catalog published by Beijing Environmental Protection Bureau of automobile
models that meet environmental emission standards, we were subject administrative penalties
imposed by Beijing Environmental Protection Bureau. According to the Regulations of Beijing
Municipality on the Prevention and Control of Atmospheric Pollution (63T K515 4L B
i), enterprises that sell motor vehicles that are not included in the aforementioned
environmental protection catalog shall be ordered by the municipal environmental protection
administrative department to stop their illegal activities, confiscate their illegal income, and
may impose a fine of no more than one time the value of the affected goods. Therefore, we,
as the seller, were ordered by the relevant government authorities to stop selling these two
types of automobile models and forfeit income of RMB557,994.6 derived from sales of these
two types of automobile models, and an administrative fine of RMB557,994.6 was imposed on
us. As of the Latest Practicable Date, we had fully settled the administrative fines. However,
any similar non-compliance or violations of applicable PRC laws and regulations in the future
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may subject us to administrative fines, confiscation of gains derived from the illegal activities
and/or other penalties and administrative actions, which may impair our brand name and
reputation and adversely affect our financial condition and results of operations.

In addition, for the year ended December 31, 2018, (i) the total outstanding amount of our
social insurance contribution was RMB16.1 million; and (ii) the total outstanding amount of
our housing provident fund contribution was RMB7.8 million. According to the relevant PRC
laws and regulations in respect of social insurance contributions, if we do not pay the full
amount of social insurance contributions as required, the relevant authorities may demand us
to pay the outstanding social insurance contributions by the deadline stipulated by them and we
may be liable to a late payment fee equal to 0.05% of the outstanding amount for each day of
delay. We may be liable to a fine from one to three times the amount of the outstanding
contributions if we fail to make such payments by the deadline stipulated by them. In respect
of outstanding housing provident fund contributions, we may be ordered to pay the outstanding
housing provident fund contributions within the time period stipulated by relevant authorities.
If payment is not made within such stipulated time period, relevant PRC authorities may apply
to PRC courts for compulsory enforcement. In May 2021, one of our operating entities, Tianjin
BetterLife Auto, paid a total shortfall amount of approximately RMB2.6 million of the
contributions to the social insurance fund under a notification received from the branch of
Tianjin Social Insurance Fund Management Center of Tianjin Port Free Trade Zone (K Tift
o R A B DR B 2 Ho0y), which was covered in our provision for shortfall in
contributions to social insurance fund.

We may not be able to use certain properties leased by us due to the defects affecting our
leasehold interests.

We have leased certain properties in China to operate our 4S dealership stores. As of the
Latest Practicable Date, we leased a total of 27 properties with a total gross floor area of
80,120.8 sq.m. Some of the leased properties we use for our operations are not in compliance
with applicable laws and regulations in the PRC. As of the Latest Practicable Date, (i) there
was inconsistency between the actual use of the leased properties and approved use; (ii) the
actual site areas occupied by certain of our leased properties exceeded the approved areas on
the land use rights certificates; (iii) certain of our leased properties were lack of the requisite
permits and certificates; and (iv) our lease agreements were not registered with the relevant
government authorities. For details on the non-compliance and the associated legal
consequences, see “Business — Properties” in this prospectus.

Any dispute or claim in relation to the rights to lease and use the properties occupied by
us, including any litigation involving allegations of illegal or unauthorized use of these
properties, may cause disruptions to, or require us to relocate, our business operations. If any
of our lease agreements were terminated as a result of any challenge by third parties or any
failure of our lessors to renew the lease agreements or obtain their legal title or the requisite
government approval or consent to lease the relevant properties, we may need to seek
alternative premises and incur additional costs for relocation. Any such relocation could disrupt
our operations and adversely affect our business, financial condition and results of operations.
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We may be involved in legal and other disputes and claims from time to time arising out
of our operations.

We may, from time to time, be involved in legal proceedings with our customers,
suppliers or other parties involved in our business. For instance, in 2019, an individual, who
is an Independent Third Party, initiated court proceedings in Beijing against us seeking over
RMBI1.0 million in damages because the automobile that he purchased from our Group caught
fire while on drive. The court held that, (i) it cannot be ruled out that the fire was caused by
electrical system failure of the automobile; (ii) as the automobile had an unreasonable danger
to personal and property safety, there is a product quality defect; and (iii) we, as the dealer of
the automobile, shall be liable for the plaintiff’s damage due to the defect of the automobile.
We appealed and the second instance court rendered the final judgement on April 27, 2021,
which upheld the first instance judgement and ordered us to compensate the customer for a
total of RMB958,400. See “Business — Legal Proceedings and Regulatory Compliance” in this
prospectus for details. We cannot assure you that any legal action arising in the ordinary course
of our business will be resolved in our favor. In the event that such legal actions cannot be
resolved in our favor, we may be subject to uncertainties as to the outcome of such legal
proceedings and our business operations may be disrupted. Legal or other proceedings
involving us may, among others, incur significant costs, divert management’s attention and
other resources, cause negative publicity against us or damage our reputation, regardless
whether we are successful in defending such claims or proceedings. As a result, our business,
financial condition and results of operations may be materially and adversely affected.

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

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

Our insurance may be inadequate to protect us from all potential losses.

We carry insurance covering risks including losses and theft of and damage to our
properties such as our fixed assets and inventories in all of our dealership stores, and losses due
to fire, flood, earthquake and a broad range of other natural disasters. We also carry public
liability insurance covering potential liabilities for damage that customers may suffer in our 4S
dealership stores. We do not carry liability insurance that extends coverage to all potential
liabilities that may arise in the ordinary course of our business, neither do we maintain any
insurance coverage for business interruption due to the limited coverage of any business
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interruption insurance in China. Significant uninsured damage to any of our properties,
inventories or other assets, whether as a result of fire or other causes, could have a material
adverse effect on our results of operations. In addition, we operate our own fleet of trucks in
our business, and our automobiles may be involved in accidents that result in property damage
or significant bodily injury or wrongful death to claimants. If we experience claims raised by
such claimants that are not covered by our insurance or that exceed our insurance limits or
reserves, or if we experience claims for which coverage is not provided, our financial condition
and results of operations could be materially and adversely affected.

We may not be able to protect our intellectual property rights and may be subject to
infringement claims.

Our ability to obtain and maintain our intellectual property rights and to defend ourselves
against third-party infringement claims is critical to our success. As of the Latest Practicable
Date, we had registered 53 trademarks in the PRC and three trademarks in Hong Kong. As of
the Latest Practicable Date, we had registered 16 domain names. See “C. Further Information
about Our Business — 2. Intellectual property rights of our Group” in Appendix IV to this
prospectus for further details. We cannot assure you that the measures we currently adopt to
protect our intellectual property rights are sufficient to prevent any unauthorized use of our
intellectual property by third parties. Although we generally rely on trademark and copyright
laws in the PRC to protect our intellectual property rights, we cannot assure you that there will
not be any third-party infringement. As the validity, enforceability and scope of protection of
intellectual property rights could be uncertain, in the event that we need to resort to litigation
or other proceedings to protect our intellectual property rights against third party infringers,
this could result in substantial costs incurred, loss of time and diversion of resources. We
cannot assure you that we can achieve a favorable outcome in any such litigation or
proceeding.

In addition, we cannot assure you that we have not infringed, or will not inadvertently
infringe, the intellectual property rights of any other third parties where others may institute
infringement claims against us. In the event that we are unable to adequately safeguard our
intellectual property rights, or to successfully defend ourselves from infringement claims, we
may lose our competitive advantage and our reputation, business and results of operations may
be adversely affected.

Any occurrence of force majeure events, natural disasters or outbreaks of contagious
diseases in the PRC may have a material adverse effect on our business performance and
results of operations.

Our business could be adversely affected by natural disasters or outbreaks of epidemics,
which may affect the opening of our 4S dealership stores and our procurement of automobiles,
accessories or other related products from the automobile manufacturers. Epidemics,
pandemics or outbreaks or escalation of diseases, including, among others, Severe Acute
Respiratory Syndromes (SARS), avian influenza, swine flu (HIN1), COVID-19 and other
diseases may affect the livelihood of people in the PRC. These natural disasters, outbreaks of
contagious diseases, and other adverse public health developments in the PRC could severely
disrupt our business operations by restricting travel and damaging our network infrastructure
or information technology systems, impact the productivity of our workforce, or reduce the
demand for passenger vehicles, which may materially and adversely affect our business,
financial condition and results of operations.
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We are exposed to the risk that certain products, such as spare parts, accessories and
other automobile-related products to be offered by us for sale in our dealership stores may
be imported to the PRC through parallel trading.

We purchase all of our new automobiles and substantially all of our spare parts and
accessories from automobile manufacturers and their authorized suppliers, and we purchase
other automobile-related products from both automobile manufacturers and third parties.
Certain products that we sell at our dealership stores, such as tires, mats and umbrellas can be
imported to the PRC by parallel traders. These parallel-imported products may be sold at prices
lower than ours owing to their lower operational and promotional costs and we do not have
direct control over the actions of these parties in the PRC. Therefore, we may have to compete
with these parallel-imported products in the PRC market and we cannot assure you that we will
be able to compete against these parallel-imported products, which may materially and
adversely affect our business, financial condition and results of operations. Furthermore, if
there is any quality issue on the parallel-imported products due to the parallel traders’ improper
inventory management, it may lead to negative publicity on the products and the brands we
operate, which may cause damage to our reputation.

RISKS RELATING TO OUR INDUSTRY

The risk of disintermediation of automobile manufacturers and their establishment of
their own dealership stores may affect our competitiveness.

The Measures for the Administration of Automobile Sales (VXHLEHEEHHFL), which
came into effect on July 1, 2017, allows sales of automobiles to be carried out with or without
authorized dealership agreements. It also stipulates that, save as agreed otherwise in the
dealership agreements, automobile manufacturers are not allowed to conduct direct sales to
customers in geographic areas in which authorized dealers are appointed. However, according
to the Frost & Sullivan Report, there is an emerging business model adopted by new energy
vehicle manufacturers, in which such manufacturers will make use of internet and technology,
such as mobile applications, to carry out direct sales of automobiles to their customers instead
of appointing authorized dealers as their distributors. The adoption of such business model is
likely to become a challenge to the overall passenger vehicle dealership market in China.

If there is any change in the relevant regulation allowing our automobile manufacturers
to set up their own dealership stores in the cities where our relevant authorized dealership
stores are located or the automobile manufacturers, especially those we cooperate with, decide
to adopt the internet direct sales model, our competitiveness in the passenger vehicle dealership
market in the PRC may be diminished and the growth prospects of our 4S dealership stores may
be adversely affected.
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We operate in a regulated industry, and any failure by us to obtain or maintain necessary
approvals, licenses and permits in a timely manner, or at all, may adversely affect our
business and operations and subject us to fines and other penalties.

We operate in a regulated industry. We are required to maintain various approvals,
licenses and permits for our operations, including the road transportation license and business
record and the license for concurrent-business insurance agency, and to make record filings
with the relevant government authorities. Failure to obtain or maintain necessary approvals,
licenses and permits by us may adversely affect our business or operations and subject us to
fines and other penalties. As of the Latest Practicable Date, we had obtained all requisite
licenses, permits and approvals and completed the required filings with the relevant

government authorities for our business operations in all material respects.

Furthermore, 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.

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

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

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

Our sales and growth are indirectly dependent on consumer spending and the continued
improvement of macroeconomic conditions in the PRC, where all of our revenue has been
generated in the past and is expected to be generated in the future. There are many factors
affecting the level of consumer spending, including but not limited to, interest rates, currency
exchange rates, recession, inflation, deflation, uncertainties involved in the global political
environments, taxation, stock market performance, unemployment levels, general consumer
confidence, government spending and the credit policy of financial institutions. In addition, we
believe that our historical growth rates were largely dependent on the general growth of the
PRC economy. We can provide no assurance that the PRC economy will continue to grow at
historical rates, or at all, and any slowdowns or declines in the PRC economy or consumer
spending may materially and adversely affect our business, financial condition, results of
operations and growth prospects. In addition, as the PRC government has gradually tightened
its control on spending on automobiles by government entities, it could result in decreased
demand for luxury goods, including luxury and ultra-luxury automobiles.

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

The economic, political and social conditions in the PRC differ from those in more
developed countries in many respects, including structure, government involvement, level of
development, growth rate, control of foreign exchange, capital reinvestment, allocation of
resources, rate of inflation and trade balance position. Before the adoption of its reform and
opening up policies in 1978, the PRC was primarily a planned economy. In recent years, the
PRC government has been reforming the PRC economic system and government structure.
These reforms have resulted in significant economic growth and social prospects. Economic
reform measures, however, may be adjusted, modified or applied inconsistently from industry
to industry or across different regions of the country. We cannot predict whether changes in the
PRC political, economic and social conditions or laws, regulations and policies will have any
adverse effect on our current or future corporate structure, business, financial condition or
results of operations. The PRC government continues to play a significant role in regulating
industrial development, allocation of natural and other resources, production, pricing and
management of currency, and there can be no assurance that the PRC government will continue
to pursue a policy of economic reform or that the direction of reform will continue to be market
friendly.

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

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

political instability or changes in social conditions of the PRC;

. changes in laws, regulations, and administrative directives or the interpretation
thereof;

. measures which may be introduced to control inflation or deflation; and
. changes in the rate or method of taxation.
These factors are affected by a number of variables which are beyond our control.

Political tensions between China and the European Union or any other country of origin
of the automobile brands we sell could adversely affect our business, financial condition
and results of operations.

The European Union imposed sanctions on Chinese officials and entity for human rights
issues in Xinjiang on March 22, 2021. China swiftly retaliated against the European Union,
announcing its own blacklist of European Union individuals and entities. Worsening tensions
between China and the European Union may jeopardize the trade relations between the two
sides. All of the brands for which we operate 4S dealership stores are European automobile
brands. For the years ended December 31, 2018, 2019 and 2020, we sold a total of 14,113,
13,233 and 13,480 automobiles, respectively, among which approximately 60.0%, 58.4% and
55.7% were imported models. We cannot assure you that the supplies of imported automobile
models, spare parts, accessories and other automobile-related products will remain unaffected
in light of the uncertainties relating the development of such political tensions between China
and the European Union. Any trade restrictions imposed by the European Union and/or the
PRC on automobile-related products may significantly increase our procurement costs and
adversely affect our business, financial condition and results of operations.

PRC regulations of loans and direct investment by offshore holding companies to PRC
entities may delay or prevent us from using the proceeds of the Global Offering to make
loans or additional capital contributions to our PRC subsidiaries, which could materially
and adversely affect our liquidity and our ability to fund and expand our business
operations.

Any capital contributions or loans that we, as an offshore entity, make to our PRC
subsidiaries that are foreign-invested enterprises, including the proceeds of the Global
Offering, are subject to PRC regulations. Any foreign loan obtained by our PRC subsidiaries
is required to be registered with SAFE or its local counterparts. In addition, the medium- or
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long-term debts with a maturity period of one year or above must be registered with the NDRC
before the issuance, and the information on the issuance shall be reported to the NDRC within
10 working days after completion of the issuance. The aggregate amount of these foreign loans
must not exceed the level prescribed by SAFE. The recipient of a foreign loan must submit the
foreign loan registration certificate to open and maintain a special foreign exchange account
with the PBOC or another SAFE approved bank, and may then repay the foreign loan with its
own foreign exchange funds or by purchasing foreign exchange with Renminbi upon receiving
SAFE approval. We may also determine to finance our PRC subsidiaries through capital
contributions. These capital contributions to our PRC subsidiaries are subject to the
requirement of making necessary filings with the Foreign Investment Comprehensive
Management Information System (FMHI#% & %768 H{E B R HL) and must be registered at the
SAMR or its local counterparts. There can be no assurance that we will be able to complete
such filings or registrations on a timely basis, or at all. If we fail to complete such filings or
registrations, our ability to capitalize the relevant PRC subsidiaries or fund our operations or
utilize the proceeds of the Global Offering in the manner described in the section entitled
“Future Plans and Use of Proceeds” may be negatively affected, which could materially and
adversely affect the liquidity of our relevant PRC subsidiaries or our business, financial
condition, results of operations and growth prospects.

PRC governmental control on the convertibility of Renminbi may affect the value of your
investment.

The PRC government imposes controls on the convertibility of the Renminbi into foreign
currencies and, in certain cases, the remittance of currency out of China. The majority of our
income is received in Renminbi and shortages in the availability of foreign currencies may
restrict our ability to pay dividends or other payments, or otherwise satisfy our foreign
currency denominated obligations, if any. Under existing PRC foreign exchange regulations,
payments of current account items, including profit distributions, interest payments and
expenditures from trade-related transactions, can be made in foreign currencies without prior
approval from SAFE, by complying with certain procedural requirements. Approval from or
filing with appropriate government authorities is required where Renminbi is to be converted
into foreign currency and remitted out of China to pay capital expenses such as the repayment
of loans denominated in foreign currencies. The PRC government may, at its discretion, impose
restrictions on access to foreign currencies for current account transactions and if this occurs
in the future, we may not be able to pay dividends in foreign currencies to our Shareholders.

We face foreign exchange risk, and fluctuations in exchange rates could have an adverse
effect on our business and investors’ investments.

The value of the Renminbi has been under the pressure of appreciation in recent years.
Due to international pressure on the PRC to allow more flexible exchange rates for the
Renminbi, the economic situation and financial market developments in the PRC and abroad
and the balance of payment situation in the PRC, the PRC government has decided to proceed
further with the reform of the Renminbi exchange rate regime and to enhance the Renminbi
exchange rate flexibility.
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Our revenue and costs are mostly denominated in Renminbi, and a significant portion of
our financial assets are also denominated in Renminbi. We may, to a certain extent, rely on
dividends and other distributions paid to us by our PRC operating subsidiaries to make
dividend payments and other distributions to our Shareholders. Any significant change in the
exchange rates of the Hong Kong dollar against Renminbi may materially and adversely affect
the value of, and any dividends payable on, our Shares in Hong Kong dollars. For example,
appreciation of Renminbi against the Hong Kong dollar would make any new Renminbi-
denominated investments or expenditures more costly to us, to the extent that we need to
convert Hong Kong dollars into Renminbi for such purposes. An appreciation of Renminbi
against the Hong Kong dollar would also result in foreign currency translation losses for
financial reporting purposes when we translate our Hong Kong dollar denominated financial
assets into Renminbi, as Renminbi is the functional currency of our subsidiaries and PRC
operating subsidiaries inside China. Conversely, if we decide to convert our Renminbi into
Hong Kong dollars for the purpose of making payments for dividends on our Shares or for
other business purposes, appreciation of the Hong Kong dollar against Renminbi would have
a negative effect on the Hong Kong dollar amount available to us.

Inflation in the PRC could negatively affect our profitability and growth.

The economy of China has been experiencing significant growth, leading to inflation and
increased labor costs, which may also result in general increases in prices of goods. Along with
the increase in prices of goods, the prices of automobiles, spare parts, accessories and other
automobile-related products that we sell are expected to rise as well. Inflation in the PRC may
lead to an increase in interest rates and a slowdown in economic growth in the PRC, which may
negatively impact our business. The overall impact of inflationary pressure may adversely
affect our business, financial condition, results of operations and growth prospects.

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

Our business and operations in the PRC are governed by the PRC legal system that is
based on written statutes. Prior court decisions may be cited for reference but have limited
precedential value. Since the late 1970s, the PRC government has promulgated laws and
regulations dealing with economic matters such as foreign investment, corporate organization
and governance, commerce, taxation and trade. 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 inconsistency. Some of the laws and
regulations are still in the developmental stage and are therefore subject to policy changes.
Many laws, regulations, policies and legal requirements have only been recently adopted by
PRC central or local government agencies, and their implementation, interpretation and
enforcement may involve uncertainty due to the lack of established practice available for
reference. We cannot predict the effect of future legal developments in the PRC, including the
promulgation of new laws, changes in existing laws or their interpretation or enforcement, or
the pre-emption of local regulations by national laws. As a result, there is substantial
uncertainty as to the legal protection available to us and our Shareholders. Furthermore, due
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to the limited volume of published cases and the non-binding nature of prior court decisions,
the outcome of dispute resolution may not be as consistent or predictable as in other more
developed jurisdictions, which may limit the legal protection available to us. In addition, any
litigation in the PRC may be protracted and result in substantial costs and the diversion of
resources and management attention.

As our Shareholder, you hold an indirect interest in our operations in the PRC. Our
operations in the PRC are subject to PRC regulations governing PRC companies. These
regulations contain provisions that are required to be included in the articles of association of
PRC companies and are intended to regulate the internal affairs of these companies. PRC
company laws and regulations, in general, and the provisions for the protection of
shareholders’ rights and access to information, in particular, may be considered less developed
than those applicable to companies incorporated in Hong Kong, the United States and other
developed countries or regions. In addition, PRC laws, rules and regulations applicable to
companies listed overseas do not distinguish among minority and controlling shareholders in
terms of their rights and protections. As such, our minority shareholders may not have the same
protections afforded to them by companies incorporated under the laws of the United States and
certain other jurisdictions.

It may be difficult to effect service of process upon us, our Directors or our executive
officers that reside in the PRC or to enforce against them or us in the PRC any judgments
obtained from non-PRC courts.

On July 14, 2006, Hong Kong and the PRC entered into the Arrangement on Reciprocal
Recognition and Enforcement of Judgments in Civil and Commercial Matters by the Courts of
the Mainland and of the Hong Kong Special Administrative Region Pursuant to Choice of
Court Agreements Between Parties Concerned (7% A1 b B 45 4 15l 47 R[5 5 e AR B 58 n] FH3L
1T Nk S R E 2D ZPE) (the “2006 Arrangement”). Under the 2006
Arrangement, where any designated people’s court in the PRC or designated Hong Kong court
has made an enforceable final judgment requiring payment of money in a civil and commercial
case pursuant to a choice of court agreement by the parties, any party concerned may apply to
the relevant people’s court in the PRC or Hong Kong court for recognition and enforcement of
judgment. Although this arrangement became effective on August 1, 2008, the outcome and
effectiveness of any action brought under the arrangement may still be uncertain.

On January 18, 2019, the Supreme People’s Court of the PRC and the Department of
Justice under the Government of the Hong Kong Special Administrative Region signed the
Arrangement on Reciprocal Recognition and Enforcement of Judgments in Civil
and Commercial Matters by the Courts of the Mainland and the Hong Kong Special
Administrative Region ([ A 1 B A Y 15 Rl A 7 B 125 B AH B8 n] A T B = 2 R HI P i 22
HE) (the “2019 Arrangement”). The 2019 Arrangement, for the reciprocal recognition and
enforcement of judgments in civil and commercial matters between the courts in mainland
China and those in the Hong Kong Special Administrative Region, stipulates the scope and
particulars of judgments, the procedures and ways of application for recognition or
enforcement, the review of the jurisdiction of the court that issued the original judgment, the
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circumstances where the recognition and enforcement of a judgment shall be refused, and the
approaches towards remedies, among others. After the judicial interpretation has been
promulgated by the Supreme People’s Court and the relevant procedures have been completed
by Hong Kong, both sides shall announce a date on which the 2019 Arrangement shall come
into effect. The 2019 Arrangement shall apply to any judgment made on or after its effective
date by the court of both sides. The 2006 Arrangement shall be terminated on the same day
when the 2019 Arrangement comes into effect. If a written choice of court agreement has been
signed by parties according to the 2006 Arrangement prior to the effective date of the 2019
Arrangement, the 2006 Arrangement shall still apply. Although the 2019 Arrangement has been
signed, its effective date has yet to be announced. Therefore, there are still uncertainties about
the outcomes and effectiveness of enforcement or recognition of judgments under the 2019

Arrangement.

Most of our Directors and senior management members reside in the PRC and
substantially all of our assets and substantially all of the assets of those persons are located in
the PRC. Therefore, it may be difficult for investors to effect service of process upon those
persons inside the PRC or to enforce against us or them in the PRC any judgments obtained
from non-PRC courts. China does not have treaties providing for the reciprocal recognition and
enforcement of judgments of courts with the Cayman Islands, the United States, the United
Kingdom, Japan and many other developed countries. Therefore, recognition and enforcement
in China of judgments of a court in any of these jurisdictions in relation to any matter not
subject to a binding arbitration provision may be difficult or even impossible.

Dividends payable by us to our foreign investors and gains on sale of our Shares may be
subject to withholding tax under the PRC tax laws.

Under the EIT Law and its implementation rules, subject to any applicable tax treaty or
similar arrangement between the PRC and your jurisdiction of residence that provides
otherwise, we may be deemed as a PRC resident enterprise by the PRC tax authorities for tax
purpose. PRC income tax at the rate of 10% is applicable to dividends payable by a PRC
“resident enterprise” to investors that are “non-resident enterprises” (representing those
enterprises that do not have an establishment or place of business in China, or those that have
such an establishment or place of business but the relevant income of which is not effectively
connected with the establishment or place of business) to the extent such dividends have their
source within China. Similarly, any gain realized on the transfer of Shares by such non-resident
enterprises is also subject to 10% PRC income tax if such gain is regarded as income derived
from sources within China. If the dividends we pay to our Shareholders are regarded as income
derived from sources within China, we may be required to withhold a 10% PRC withholding
tax for the dividends we pay to our investors who are non-PRC enterprise Shareholders, unless
otherwise reduced.

Under PRC Individual Income Tax Law (HF#EARILFEE AT FLE) and its
implementation rules, dividends from sources within China paid to individual investors, no
matter they are PRC residents or not, and gains from PRC sources realized by such investors
on the transfer of shares may be required to withhold a 20% individual income tax, unless
otherwise reduced or exempted under applicable tax treaties or similar arrangements.
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If we are treated as a PRC resident enterprise, dividends we pay with respect to our
Shares, or the gain realized from the transfer of our Shares, may be treated as income derived
from sources within China and as a result be subject to the PRC income taxes described above.
However, shareholders who are not PRC tax residents and seek to enjoy preferential tax rates
under relevant tax treaties may apply to the PRC tax authorities to be recognized as eligible for
such benefits in accordance with the Announcement of SAT on Promulgation of the
Administrative Measures for Entitlement to Treaty Benefits for Non-resident Taxpayers (2%
BOBS 2R B S B M < FE J AN BN 232 W Rl A FR > A 45),  which  was  issued on
October 14, 2019 and took effect on January 1, 2020. If determined to be ineligible for the
applicable tax treaty benefits, gains obtained from sale of our Shares and dividends on our
Shares paid to such Shareholders would subject to the PRC tax rates. In such cases, the value
of our Shares may be materially and adversely affected.

The heightened scrutiny over acquisitions from the PRC tax authorities may have an
adverse impact on our business or our acquisition or restructuring strategies.

On February 3, 2015, SAT issued the Circular on Issues of Enterprise Income Tax on
Indirect Transfers of Assets by Non-PRC Resident Enterprises (B JF Ja R A 3 M 42 s I
R T HER 2 15) (the “Circular 77), which provides comprehensive guidelines
relating to, and heightened the PRC tax authorities’ scrutiny on, indirect transfers, by a
non-resident enterprise, of assets (including equity interests) of a PRC resident enterprise. On
October 17, 2017, SAT issued the Circular on Issues of Tax Withholding regarding Non-PRC
Resident Enterprise Income Tax at Source (18 ZZ B85 48 J=y B4 I Ja [ AR ZE P A BL IR SR F400A A
M)A 45) (the “SAT Circular 37”), which came into effect on December 1, 2017. The SAT
Circular 37 further clarifies the practice and procedure of the withholding of nonresident
enterprise income tax.

We face uncertainties as to the reporting and other implications of certain past and future
transactions where PRC taxable assets are involved, such as offshore restructuring, sale of the
shares in our offshore subsidiaries and investments. Our Company may be subject to filing
obligations or taxed if our Company is transferor in such transactions, and may be subject to
withholding obligations if our Company is transferee in such transactions, under the Circular
7 or the SAT Circular 37. For transfer of shares in our company by investors who are non-PRC
resident enterprises, our PRC subsidiaries may be requested to assist in the filing under the
Circular 7 or the SAT Circular 37. As a result, we may be required to expend valuable resources
to comply with the Circular 7 or the SAT Circular 37 or to request the relevant transferors from
whom we purchase taxable assets to comply with these circulars, or to establish that our
Company should not be taxed under these circulars, which may have a material adverse effect
on our financial condition and results of operations.
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PRC regulations relating to the establishment of offshore special purpose vehicles by PRC
residents may subject our PRC resident Shareholders to personal liability, limit our PRC
subsidiaries’ ability to distribute profits to us, or otherwise adversely affect our financial
position.

SAFE has promulgated the Circular of SAFE on Foreign Exchange Administration of
Overseas Investments and Financing and Round-Trip Investments by Domestic Residents via
Special Purpose Vehicles (|5 %<4 e 3R BH A 53 1A Jar B M Rk H 19 RIS A MR R E FOR TR
PG H A A B A WA (the “SAFE Circular 37”) on July 14, 2014 to replace the
Circular of SAFE on Relevant Issues Concerning Foreign Exchange Administration for
Financing and Return Investments by Domestic Residents through Special-Purpose Overseas
Companies (2241 MEAE P JR) B A 158 7 i RO 2 A S5 AMRF IR H Y 20 W) Bl DR AR BB AP A 31 AT
A 4] %8 ). According to the SAFE Circular 37, PRC residents (including PRC citizens and
PRC enterprises) shall apply to SAFE or its local bureau to register foreign exchange for
overseas investments before contributing to special purpose vehicles (the “SPVs”) with
legitimate domestic and overseas assets or rights and interests. In the event of any alteration
in the basic information of the registered SPVs, such as the change of a PRC citizen
shareholder, name and operating duration; or in the event of any alternation in key information,
such as increases or decreases in the share capital held by PRC citizens, or equity transfers,
swaps, consolidations, or splits, the registered PRC residents shall timely submit a change in
the registration of the foreign exchange for overseas investments with the foreign exchange
bureaus. Pursuant to the Circular of the State Administration of Foreign Exchange on Further
Simplifying and Improving the Direct Investment-related Foreign Exchange Administration
Policies (B HE— 2 ML FNUOE B 1% EHMNEE BLECR @A) (the “SAFE Circular 137),
which was promulgated on February 13, 2015 and implemented on June 1, 2015, the initial
foreign exchange registration for establishing or taking control of a SPV by domestic residents
can be conducted with a qualified bank, instead of the local foreign exchange bureau, and the
SAFE Circular 13 also simplifies some procedures relating to foreign exchange for direct
investments.

We may not at all times be fully aware or informed of the identities of all our beneficiaries
who are PRC residents, and may not always be able to compel our beneficiaries to comply with
the requirements of the SAFE Circular 37. As a result, we cannot assure you that all of our
Shareholders or beneficiaries who are PRC residents will at all times comply with, or in the
future make or obtain, any applicable registrations or approvals required by the SAFE Circular
37 or other related regulations. Under the relevant rules, failure to comply with the registration
procedures set forth in the SAFE Circular 37 may result in restrictions on the foreign exchange
activities of the relevant PRC enterprise and may also subject the relevant PRC resident to
penalties under the PRC foreign exchange administration regulations.
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RISKS RELATING TO THE GLOBAL OFFERING

There has been no prior public market for our Shares and there can be no assurance that
an active market would develop.

Prior to the Global Offering, there has been no public market for our Shares. The initial
Offer Price range for our Shares was the result of negotiations among us and Macquarie for
itself and on behalf of Huatai and the Underwriters and the Offer Price may differ significantly
from the market price for our Shares following the Global Offering. We have applied for listing
of and permission to deal in our Shares on the Stock Exchange. There is no assurance that the
Global Offering will result in the development of an active, liquid public trading market for our
Shares. Factors such as variations in our revenue, earnings and cash flows or any other

developments of us may affect the volume and price at which our Shares will be traded.

The liquidity, trading volume and market price of our Shares following the Global
Offering may be volatile.

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

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

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

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

. the present state of our development;

. the valuation of publicly traded companies that are engaged in business activities
similar to ours;

. general market sentiment regarding automobile dealership industry and companies;

. changes in laws and regulations in China;

. our inability to compete effectively in the market; and

. political, economic, financial and social developments in China and worldwide.
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In addition, the prices and trading volumes of the securities of companies quoted on the
Stock Exchange have from time to time experienced significant fluctuations. As a result,
investors in our Shares may experience volatility in the market price of their Shares and a
decrease in the value of their Shares regardless of our operating performance or prospects.

Substantial sale or the expectation of substantial sale of our Shares in the public market
in the future could cause the price of our Shares to decline.

The sale of substantial amounts of Shares in the public market after the completion of the
Global Offering, or the perception that such sale could occur, could adversely affect the market
price of our Shares. There will be 600,000,000 Shares outstanding immediately following the
Global Offering, assuming no exercise of the Over-allotment Option. Our Controlling
Shareholders agreed that any Shares held by them will be subject to a lock-up after the Listing.
See “Underwriting — Underwriting Arrangements and Expenses” in this prospectus for further
details. However, the Underwriters may release these securities from these restrictions and
such Shares will be freely tradable after the expiry of the lock-up period. Shares which are not
subject to a lock-up arrangement represent approximately 25% of the total issued share capital
immediately following the Global Offering (assuming no exercise of the Over-allotment
Option) and will be freely tradable immediately following the Global Offering.

The interest of our Controlling Shareholders may differ from your interests and they may
exercise their vote to the disadvantage of our minority Shareholders.

Immediately after the completion of the Global Offering and the Capitalization Issue
(without taking into account the Shares which may be issued upon the exercise of the
Over-allotment Option or the Shares which may be issued upon the exercise of any options
which may be granted under the Share Option Scheme), our Controlling Shareholders will own
75% of our Shares. As such, our Controlling Shareholders will have substantial influence over
our business, including decisions regarding mergers, consolidations and the sale of all or
substantially all of our assets, election of Directors and other significant corporate actions. This
concentration of ownership may discourage, delay or prevent a change in control of our
Company, which could deprive our Shareholders of an opportunity to receive a premium for
their Shares in a sale of our Company or may reduce the market price of our Shares. These
actions may be taken even if they are opposed by our other Shareholders, including those who
purchased Shares in the Global Offering. In addition, the interests of our Controlling
Shareholders may differ from the interests of our other Shareholders.
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Because the initial public Offer Price per Share is higher than the net tangible book value
per Share, purchasers of our Shares in the Global Offering will experience immediate
dilution.

The Offer Price of our Offer Shares is higher than the net tangible book value per Share
immediately prior to the Global Offering. Therefore, purchasers of our Offer Shares in the
Global Offering will experience an immediate dilution in pro forma adjusted consolidated net
tangible asset value of HK$2.03 per Share, based on the maximum Offer Price of HK$4.80 per
Offer Share and existing Shareholders will receive an increase in the pro forma adjusted
combined net tangible asset value per Share of their Shares. If we issue additional Shares in
the future, purchasers of our Offer Shares may experience further dilution.

Since there will be a gap of several days between pricing and trading of our Shares,
holders of our Shares are subject to the risk that the price of our Shares could fall during
the period before trading of our Shares begins.

The Offer Price of our Offer Shares is expected to be determined on the Price
Determination Date. However, our Shares will not commence trading on the Stock Exchange
until they are delivered, which is expected to be five business days after the expected Price
Determination Date. Investors may not be able to sell or deal in our Shares before trading of
our Shares begins. Accordingly, holders of our Shares are subject to the risk that the price of
our Shares could fall before trading begins as a result of adverse market conditions or other
adverse developments, that could occur between the time of sale and the time trading begins.

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

Any future dividend declaration and distribution by our Company will be at the discretion
of our Directors and will depend on our future operations and earnings, capital requirements
and surplus, general financial condition, contractual restrictions and other factors that our
Directors deem relevant. Any declaration and payment as well as the amount of dividends will
also be subject to our Articles of Association and PRC laws, including (where required) the
approvals from our Shareholders and our Directors. In addition, our future dividend payments
will depend upon the availability of dividends received from our subsidiaries. As a result of the
above, we cannot assure you that we will make any dividend payments on our Shares in the
future with reference to our historical dividends. See “Financial Information — Dividend
Policy” for more information.

We may require additional funding for future growth.

We may be presented with opportunities to expand our business through acquisitions in
the future. Under such circumstances, secondary issue(s) of securities after the Global Offering
may be necessary to raise the required capital to capture these growth opportunities. If
additional funds are raised by means of issuing new equity securities in the future to new
and/or existing Shareholders after the Global Offering, such new Shares may be priced at a
discount to the then prevailing market price. Inevitably, existing Shareholders if not being
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offered with an opportunity to participate, their shareholding interest in our Company will be
diluted. Also, if we fail to utilize the additional funds to generate the expected earnings, this
could adversely affect our financial results and in turn exert pressure to the market price of our
Shares. Even if additional funds are raised by means of debt financing, any additional debt
financing may, apart from increasing interest expense and gearing, contain restrictive
covenants with respect to dividends, future fund raising exercises and other financial and
operational matters.

We have significant discretion as to how we will use the net proceeds of the Global
Offering, and you may not necessarily agree with how we use them.

Our management may spend the net proceeds from the Global Offering in ways you may
not agree with or that do not yield a favorable return to our Shareholders. We plan to use the
net proceeds from the Global Offering in a number of ways, including the expansion of our
dealership store network and upgrade and refurbishment of our existing dealership stores. See
“Future Plans and Use of Proceeds — Use of Proceeds” in this prospectus for details. However,
our management will have discretion as to the actual application of our net proceeds. You are
entrusting your funds to our management, upon whose judgment you must depend, for the
specific uses we will make of the net proceeds from this Global Offering.

We may grant employee share options and other share-based compensation, which may
materially and adversely affect our results of operations and the trading price of our
Shares in the future.

We conditionally adopted the Share Option Scheme on June 17, 2021, under which we
may grant options to purchase up to 60,000,000 Shares to our Directors, senior management
and employees as rewards for their contributions and to attract and retain key personnel. In the
event we issue such share options, the fair value of the services received in exchange for the
grant of these share options will be recognized as share-based compensation expenses, which
will have a material adverse effect on our profits. Moreover, exercise of the share options we
have granted or plan to grant will increase the number of our Shares in issue. Any actual or
perceived sale of additional Shares acquired upon the exercise of the share options we have
granted or plan to grant may materially and adversely affect the trading price of our Shares.

Waivers have been granted from compliance with certain requirements of the Listing
Rules by the Stock Exchange. Shareholders will not have the benefit of the Listing Rules
that are so waived. These waivers could be revoked, exposing us and our Shareholders to
additional legal and compliance obligations.

We have applied for, and the Stock Exchange has granted to us, a number of waivers from
strict compliance with the Listing Rules. See “Waivers from Strict Compliance with the Listing
Rules” for further details. There is no assurance that the Stock Exchange will not revoke any
of these waivers granted or impose certain conditions on any of these waivers. If any of these
waivers were to be revoked or to be subject to certain conditions, we may be subject to
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additional compliance obligations, incur additional compliance costs and face uncertainties
arising from issues of multi-jurisdictional compliance, all of which could adversely affect us
and our Shareholders.

We cannot guarantee the accuracy of facts and other statistics with respect to certain
information obtained from the Frost & Sullivan Report contained in this prospectus.

Certain facts and statistics in this prospectus, including but not limited to information and
statistics relating to the PRC automobile market and the PRC automobile dealership industry,
are based on the Frost & Sullivan Report or are derived from various publicly available
publications, which our Directors believe to be reliable.

We cannot guarantee the quality or reliability of such facts and statistics. We have taken
reasonable care to ensure that the facts and statistics presented are accurately extracted and
reproduced from such publications and the Frost & Sullivan Report. However, these facts and
statistics have not been independently verified by us, the Sole Sponsor, the Joint Global
Coordinators, the Underwriters or any other party involved in the Global Offering (excluding
Frost & Sullivan in respect of the Frost & Sullivan Report and the information therein) and no
representation is given as to its accuracy. We therefore make no representation as to the
accuracy of such facts and statistics which may not be consistent with other information
complied by other sources and prospective investors should not place undue reliance on any
facts and statistics derived from public sources or the Frost & Sullivan Report contained in this
prospectus.

Forward-looking statements contained in this prospectus are subject to risks and
uncertainties.

This prospectus contains certain statements and information that are forward-looking and
uses forward-looking terminology such as “anticipate”, “believe”, “could”, “going forward”,
“intend”, “plan”, “project”, “seek”, “expect”, “may”, “ought to”, “should”, “would” or “will”
and similar expressions. You are cautioned that reliance on any forward-looking statement
involves risks and uncertainties and that any or all of those assumptions could prove to be
inaccurate and as a result, the forward-looking statements based on those assumptions could
also be incorrect. In light of these and other risks and uncertainties, the inclusion of
forward-looking statements in this prospectus should not be regarded as representations or
warranties by us that our plans and objectives will be achieved and these forward-looking
statements should be considered in light of various important factors, including those set forth
in this section. Subject to the requirements of the Listing Rules, we do not intend to update or
otherwise revise the forward-looking statements in this prospectus to the public, whether as a
result of new information, future events or otherwise. Accordingly, you should not place undue
reliance on any forward-looking information. All forward-looking statements in this prospectus

are qualified by reference to this cautionary statement.
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You may face difficulties in protecting your interests under the laws of the Cayman
Islands.

Our corporate affairs are governed by, among other things, our Memorandum and Articles
and the Companies Act and common law of the Cayman Islands. The rights of Shareholders to
take action against our Directors, actions by minority sharcholders and the fiduciary
responsibilities of our Directors to us under Cayman Islands law are to a large extent governed
by the common law of the Cayman Islands. The common law of the Cayman Islands is derived
in part from comparatively limited judicial precedents in the Cayman Islands as well as that
from English common law, which has persuasive, but not binding, authority on a court in the
Cayman Islands. The laws of the Cayman Islands relating to the protection of the interests of
minority shareholders differ in some respects from those in other jurisdictions.

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

There may be, subsequent to the date of this prospectus but prior to the completion of the
Global Offering, press and media coverage regarding us and the Global Offering, which
contained, among other things, certain financial information, projections, valuations and other
forward-looking information about us and the Global Offering. We have not authorized the
disclosure of any such information in the press or other media and do not accept responsibility
for the accuracy or completeness of such press articles or other media coverage. We make no
representation as to the appropriateness, accuracy, completeness or reliability of any of the
projections, valuations or other forward-looking information about us. To the extent such
statements are inconsistent with, or conflict with, the information contained in this prospectus,
we disclaim responsibility for them. Accordingly, prospective investors are cautioned to make
their investment decisions on the basis of the information contained in this prospectus only and
should not rely on any other information.

You should rely solely upon the information contained in this prospectus, the Application
Forms and any formal announcements made by us in Hong Kong in making your investment
decision regarding our Shares. We do not accept any responsibility for the accuracy or
completeness of any information reported by the press or other media, nor the fairness or
appropriateness of any forecasts, views or opinions expressed by the press or other media
regarding our Shares, the Global Offering or us. We make no representation as to the
appropriateness, accuracy, completeness or reliability of any such data or publication.
Accordingly, prospective investors should not rely on any such information, reports or
publications in making their decisions as to whether to invest in our Global Offering. By
applying to purchase our Shares in the Global Offering, you will be deemed to have agreed that
you will not rely on any information other than that contained in this prospectus and the
Application Forms.
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In preparation for the Listing, we have sought the following waivers from strict
compliance with the relevant provisions of the Listing Rules:

MANAGEMENT PRESENCE

Rule 8.12 of the Listing Rules requires that a new applicant applying for a primary listing
on the Stock Exchange must have a sufficient management presence in Hong Kong. This
normally means that at least two of its executive directors must be ordinarily resident in Hong
Kong. Since our principal business operations are primarily located in the PRC and will
continue to be based in the PRC, our executive Directors and senior management members are
and will continue to be based in the PRC. At present, except for Mr. Chau Kwok Keung, none
of our executive Directors is ordinarily resident in Hong Kong. We have applied to the Stock
Exchange for, and obtained, a waiver from strict compliance with the requirements set out in
Rule 8.12 of the Listing Rules subject to the following conditions:

(a) we have appointed two authorized representatives pursuant to Rule 3.05 of the
Listing Rules who will act as our principal channel of communication with the Stock
Exchange. The two authorized representatives are Ms. Sun Jing and Mr. Chau Kwok
Keung, our executive Directors. Each of the authorized representatives will be
available to meet with the Stock Exchange in Hong Kong within a reasonable period
of time upon request and will be readily contactable by home, office, mobile and
other telephone numbers, email address and correspondence address (if the
authorized representative is not based at the registered office), facsimile numbers if
available, and any other contact details prescribed by the Stock Exchange from time
to time. Each of the authorized representatives has been duly authorized to
communicate on our behalf with the Stock Exchange. Mr. Chau Kwok Keung is
ordinarily resident in Hong Kong and Ms. Sun Jing has confirmed that she possesses
valid travel documents to Hong Kong and will be able to meet with the Stock
Exchange within a reasonable period of time, when required;

(b) our authorized representatives have means of contacting all Directors promptly at all
times as and when the Stock Exchange wishes to contact our Directors on any
matters. To enhance communication between the Stock Exchange, the authorized
representatives and our Directors, our Company has implemented a policy whereby
(i) each Director will provide his/her office phone number, mobile phone number,
residential phone number, office facsimile number (if any) and email address to the
authorized representatives; (ii) each Director will provide valid phone numbers or
means of communication to the authorized representatives when he/she travels; and
(iii) all Directors will provide their mobile phone numbers, office phone numbers,
email addresses and office fax numbers (if any) to the Stock Exchange;
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(c)

(d)

(e)

our Company has, in accordance with Rule 3A.19 of the Listing Rules, also
appointed Maxa Capital Limited as its compliance advisor, who will act as an
additional channel of communication with the Stock Exchange. The compliance
advisor will advise on on-going compliance requirements and other issues arising
under the Listing Rules and other applicable laws and regulations in Hong Kong for
a period commencing on the Listing Date at least until the date on which our
Company complies with Rule 13.46 of the Listing Rules in respect of our
Company’s financial results for the first full financial year after the Listing Date;

meetings between the Stock Exchange and our Directors could be arranged through
our authorized representatives or our Company’s compliance advisor, or directly
with our Directors within a reasonable time frame. Our Company will inform the
Stock Exchange promptly in respect of any change in our Company’s authorized
representatives and compliance advisor; and

each Director who is not ordinarily resident in Hong Kong has confirmed that he/she
possesses or can apply for valid travel documents to visit Hong Kong and will be
able to meet with the Stock Exchange in Hong Kong within a reasonable period upon
request.

WAIVER IN RELATION TO CONTINUING CONNECTED TRANSACTIONS

We have entered into, and are expected to continue, certain transactions which will

constitute non-exempt continuing connected transactions of our Company under the Listing

Rules upon the Listing. Accordingly, we have applied to the Stock Exchange for, and the Stock

Exchange has granted, waivers in relation to certain continuing connected transactions between

us and certain connected persons under Chapter 14A of the Listing Rules. For further details,

see “Connected Transactions — Continuing Connected Transactions — Non-exempt

Continuing Connected Transactions” in this prospectus.
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DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This prospectus, for which our Directors collectively and individually accept full
responsibility, includes particulars given in compliance with Companies (WUMP) Ordinance,
the Securities and Futures (Stock Market Listing) Rules (Chapter 571V of the Laws of Hong
Kong) and the Listing Rules for the purpose of giving information about our Group. Our
Directors, having made all reasonable enquiries, confirm that to the best of their knowledge
and belief, the information contained in this prospectus is accurate and complete in all material
respects and not misleading or deceptive, and there are no other matters the omission of which
would make any statement herein or this prospectus misleading.

INFORMATION ON THE GLOBAL OFFERING

The Global Offering is made solely on the basis of the information contained and the
representations made in this prospectus and the related Application Forms. No person is
authorized in connection with the Global Offering to give any information or to make any
representation not contained in this prospectus and the related Application Forms, and any
information or representation not contained herein much not be relied upon as having been
authorized by our Company, the Sole Sponsor, the Joint Global Coordinators, the Joint
Bookrunners, the Joint Lead Managers, the Co-Manager, the Underwriters, any of their
respective directors, officers, representatives or affiliates of any of them or any other person
or party involved in the Global Offering.

UNDERWRITING

This prospectus is published solely in connection with the Hong Kong Public Offering
which forms part of the Global Offering. For applicants under the Hong Kong Public Offering,
this prospectus and the related Application Forms contain the terms and conditions of the Hong
Kong Public Offering. The Listing is sponsored by the Sole Sponsor. The Hong Kong Public
Offering is fully underwritten by the Hong Kong Underwriters subject to the terms and
conditions of the Hong Kong Underwriting Agreement, and the International Offering is
expected to be fully underwritten by the International Underwriters subject to the terms and
conditions of the International Underwriting Agreement. The Global Offering is subject to our
Company and Macquarie (for itself and on behalf of Huatai and the Underwriters) agreeing on
the Offer Price.

The Global Offering is managed by Macquarie for itself and on behalf of Huatai. If, for
any reasons, the Offer Price is not agreed upon between our Company and Macquarie (for itself
and on behalf of Huatai and the Underwriters) on or around Saturday, July 10, 2021, the Global
Offering will not proceed and will lapse immediately. For further details, please see
“Underwriting” in this prospectus.
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Further information about the Underwriters and the underwriting arrangements is set forth
in “Underwriting” in this prospectus. Neither the delivery of this prospectus nor any offering,
sale or delivery made in connection with the Shares should, under any circumstances,
constitute a representation that there has been no change or development reasonably likely to
involve a change in our affairs since the date of this prospectus or imply that the information
contained in this prospectus is correct as of any date subsequent to the date of this prospectus.

RESTRICTIONS ON OFFER AND SALE OF OFFER SHARES

No action has been taken to permit a public offering of the Offer Shares, other than in
Hong Kong, or the distribution of this prospectus and the related Application Forms in any
jurisdiction other than Hong Kong. Accordingly, and without limitation to the following, this
prospectus may not be used for the purpose of, and does not constitute, an offer or invitation
in any jurisdiction or in any circumstances in which such an offer or invitation is not authorized
or to any person to whom it is unlawful to make such an offer or invitation. The distribution
of this prospectus and the offering of the Offer Shares in other jurisdictions are subject to
restrictions and may not be made except as permitted under the applicable securities laws of
such jurisdictions and pursuant to registration with or authorization by the relevant securities
regulatory authorities or an exemption therefrom.

Each person acquiring the Offer Shares will be required to, or be deemed by his/her/its
acquisition of Offer Shares, to confirm, that he/she/it is aware of the restrictions on offers and
sale of the Offer Shares described in this prospectus and that he/she/it is not acquiring, and has

not been offered, any Offer Shares in circumstances contravene any such restrictions.

APPLICATION FOR LISTING ON THE STOCK EXCHANGE

Our Company has applied to the Listing Committee for the granting of the listing of, and
permission to deal in, the Shares in issue and to be issued pursuant to the Global Offering
(including the additional Shares which may be issued pursuant to the exercise of the
Over-allotment Option, Shares to be issued under the Capitalization Issue and Shares which
may be issued pursuant to the exercise of options which may be granted under the Share Option
Scheme). Save as disclosed in this prospectus, no part of the share or loan capital of our
Company is listed on or dealt in on any other stock exchange and no such listing or permission

to list is being or proposed to be sought in the near future.

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

Dealing in the Shares on the Stock Exchange are expected to commence at 9:00 a.m. on
Thursday, July 15, 2021. Shares will be traded in board lots of 1,000.

The stock code for the Shares is 6909.

Our Company will not issue any temporary documents of title.

REGISTER OF MEMBERS AND STAMP DUTY

All Offer Shares subscribed for and issued pursuant to applications made in the Global
Offering will be registered on our Company’s branch register of members to be maintained in
Hong Kong by our Hong Kong Share Registrar, Computershare Hong Kong Investor Services
Limited. Our Company’s principal register of members will be maintained in the Cayman
Islands by Conyers Trust Company (Cayman) Limited at Cricket Square, Hutchins Drive, P.O.
Box 2681, Grand Cayman KY1-1111, Cayman Islands. Only Shares registered on our
Company’s branch register of members maintained in Hong Kong may be traded on the Stock
Exchange.

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

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

PROFESSIONAL TAX ADVICE RECOMMENDED

Potential investors in the Global Offering are recommended to consult their professional
advisors if they are in any doubt as to the taxation implications of subscribing for, purchasing,
holding, disposing of and dealing in the Offer Shares. None of our Company, the Sole Sponsor,
the Joint Global Coordinators, the Joint Bookrunners, the Joint Lead Managers, the
Co-Manager, the Underwriters, any of their respective directors, officers, representatives or
affiliates or any other person or party involved in the Global Offering accepts responsibility for
any tax effects on, or liabilities of, any person resulting from the subscription, purchase,
holding or disposition of Offer Shares.

For potential investors who are non-PRC resident enterprises, please also see “Risk
Factors — Risks Relating to Conducting Business in China — Dividends payable by us to our
foreign investors and gains on sale of our Shares may be subject to withholding tax under the
PRC tax laws” and “Regulatory Overview” in this prospectus for further details.

If we are classified as a PRC “resident enterprise”, we could be subject to PRC income
tax at the rate of 25% on our worldwide income, and holders of our Shares may be subject to
a PRC withholding tax upon the dividends payable by us and upon gain from the sale of our
Shares.
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PROCEDURES FOR APPLICATION FOR HONG KONG OFFER SHARES

The procedures for applying for Hong Kong Offer Shares are set out in “How to Apply
for Hong Kong Offer Shares™ in this prospectus and on the relevant Application Forms.

STRUCTURE OF THE GLOBAL OFFERING

Details of the structure of the Global Offering, including its conditions, are set out in
“Structure of the Global Offering” and “How to Apply for Hong Kong Offer Shares — B.
Terms and Conditions of an Application” in this prospectus.

ROUNDING

Certain monetary amounts and percentage figures included in this prospectus have been
subject to rounding adjustments; accordingly, figures shown as totals in certain tables may not
be an arithmetic aggregation of the figures which precede them.

OVER-ALLOTMENT OPTION AND STABILIZATION

For details of the arrangements relating to the Over-allotment Option and stabilization,
please see “Structure of the Global Offering — Over-Allotment Option” and “Structure of the
Global Offering — Stabilization” in this prospectus.

SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

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

All activities under CCASS are subject to the General Rules of CCASS and CCASS
Operational Procedures in effect from time to time. Investors should seek the advice of their
stockbroker or other professional advice for details of these settlement arrangements and how

such arrangements will affect their rights and interests.

All necessary arrangements have been made for the Shares to be admitted into CCASS.
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CURRENCY TRANSLATIONS

Unless otherwise specified, amounts denominated in RMB and US$ have been translated,
for the purpose of illustration only, into Hong Kong dollars in this prospectus at the following
rates:

. HKS$1.00: RMB0.83148, being the rate of the PBOC prevailing on the Latest
Practicable Date;

. RMB6.4546: US$1.00, being the rate of the PBOC prevailing on the Latest
Practicable Date.

No representation is made that any amounts in RMB, US$ or HK$ can be or could have
been at the relevant dates converted at the above rates or any other rates or at all.

WEBSITE

The contents of any website mentioned in this prospectus do not form a part of this
prospectus.

LANGUAGE

If there is any inconsistency between this prospectus and the Chinese translation of this
prospectus, this prospectus shall prevail unless otherwise stated. If there is any inconsistency
between the names of any entities or words mentioned in this English prospectus which are not
in English and their English translations, the names or words in their respective original
languages shall prevail.
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DIRECTORS
Name Address Nationality
Executive Directors

Mr. Chou Patrick Hsiao-Po Cathay View 2-807 German
(JE/INER) No. 1 Guantang East Road
100102 Beijing, China

Ms. Sun Jing (12¥%%) Yuanyang Ziran 8-1-301 Chinese
No. 108 Ma Jia Bao Dong Lu
Feng Tai District
Beijing
China

Ms. Wei Hongjing (BR4L4H) Room 892, Tower 2B Chinese
Four Points by Sheraton
Beijing Serviced Apartments
25 Yuanda Road
Haidian District
Beijing
China

Mr. Chau Kwok Keung Flat B, 9/F, Block 2 Chinese
(3 I 52 Royal Peninsula
8 Hung Lai Road
Hung Hom
Kowloon
Hong Kong
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Name

Address

Independent non-executive Directors

Mr. Liu Dengging (21’51%)

Mr. Wong Ka Kit (F544)

Mr. Yau Ka Chi (ERZF %)

Room 1205, 2/F
Wanliu Yangchun
Guanghua Jiayuan
Haidian District
Beijing

China

7/F Flat C

Fu Bon Court

32 Fortress Hill Road
North Point

Hong Kong

Flat H, 15/F, Block 6
Highland Park

11 Lai Kong Street
Kwai Chung

New Territories
Hong Kong

See also “Directors and Senior Management” for more
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PARTIES INVOLVED IN THE GLOBAL OFFERING

Sole Sponsor

Joint Global Coordinators

Joint Bookrunners

Macquarie Capital Limited

Level 18, One International Finance Centre
1 Harbour View Street

Central

Hong Kong

Macquarie Capital Limited

Level 18, One International Finance Centre
1 Harbour View Street

Central

Hong Kong

Huatai Financial Holdings (Hong Kong)
Limited

62/F, The Center

99 Queen’s Road Central

Hong Kong

Macquarie Capital Limited

Level 18, One International Finance Centre
1 Harbour View Street

Central

Hong Kong

Huatai Financial Holdings (Hong Kong)
Limited

62/F, The Center

99 Queen’s Road Central

Hong Kong

BOCOM International Securities Limited
9th Floor, Man Yee Building

68 Des Voeux Road Central

Hong Kong

UOB Kay Hian (Hong Kong) Limited
6/F, Harcourt House

39 Gloucester Road

Hong Kong

DBS Asia Capital Limited
73rd Floor, The Center
99 Queen’s Road Central
Hong Kong
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Joint Lead Managers

Futu Securities International (Hong Kong)
Limited

Unit C1-2, 13/F, United Centre

No. 95 Queensway

Admiralty

Hong Kong

First Shanghai Securities Limited
19/F, Wing On House

71 Des Voeux Road Central
Hong Kong

Maxa Capital Limited
Unit 1908, Harbour Center
25 Harbour Road

Wanchai

Hong Kong

Macquarie Capital Limited

Level 18, One International Finance Centre
1 Harbour View Street

Central

Hong Kong

Huatai Financial Holdings (Hong Kong)
Limited

62/F, The Center

99 Queen’s Road Central

Hong Kong

BOCOM International Securities Limited
9th Floor, Man Yee Building

68 Des Voeux Road Central

Hong Kong

UOB Kay Hian (Hong Kong) Limited
6/F, Harcourt House

39 Gloucester Road

Hong Kong

DBS Asia Capital Limited
73rd Floor, The Center
99 Queen’s Road Central
Hong Kong
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Futu Securities International (Hong Kong)
Limited

Unit C1-2, 13/F, United Centre

No. 95 Queensway

Admiralty

Hong Kong

First Shanghai Securities Limited
19/F, Wing On House

71 Des Voeux Road Central
Hong Kong

Maxa Capital Limited
Unit 1908, Harbour Center
25 Harbour Road

Wanchai

Hong Kong

Huajin Securities (International) Limited
Suite 1101, 11/F, Champion Tower

3 Garden Road

Central

Hong Kong

Valuable Capital Limited

Room 3601, 36th Floor

China Merchants Tower

Shun Tak Centre

168-200 Connaught Road Central
Hong Kong

Co-Manager uSmart Securities Limited
Unit 2606-07, 26/F
FWD Financial Centre
308 Des Voeux Road Central
Hong Kong

Legal advisors to our Company As to Hong Kong laws:
Morgan, Lewis & Bockius
Suites 1902-09
19th Floor, Edinburgh Tower
The Landmark
15 Queen’s Road Central
Hong Kong
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As to PRC laws:
Jingtian & Gongcheng
34/F, Tower 3

China Central Place
77 Jianguo Road
Chaoyang District
Beijing

the PRC

As to Cayman Islands laws:
Conyers Dill & Pearman
29th Floor

One Exchange Square

8 Connaught Place

Central
Hong Kong
Legal advisors to the Sole Sponsor As to Hong Kong laws:
and the Underwriters Norton Rose Fulbright Hong Kong

38/F, Jardine House
1 Connaught Place
Central

Hong Kong

As to PRC laws:

Commerce & Finance Law Offices
6/F NCI Tower

A12 Jianguomenwai Avenue
Beijing

the PRC

Auditors and reporting accountants Ernst & Young
Certified Public Accountants
Registered Public Interest Entity Auditor
27/F, One Taikoo Place
979 King’s Road
Quarry Bay
Hong Kong

Industry consultant Frost & Sullivan (Beijing) Inc., Shanghai
Branch Co.
2504 Wheelock Square
1717 Nanjing West Road
Shanghai 200040
China
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Receiving bank Bank of China (Hong Kong) Limited
1 Garden Road
Hong Kong

Compliance advisor Maxa Capital Limited

Unit 1908, Harbour Center
25 Harbour Road

Wanchai

Hong Kong
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Registered office Cricket Square
Hutchins Drive
P.O. Box 2681
Grand Cayman
KYI-1111
Cayman Islands

Headquarter and principal place of BetterLife Automobile Park
business in the PRC No. 143 North Road
West 4th Ring
Haidian District
Beijing
the PRC

Principal place of business in Hong Kong  40th Floor, Dah Sing Financial Centre
No. 248 Queen’s Road East
Wanchai
Hong Kong

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

Company secretary Mr. Chau Kwok Keung
ACCA, HKICPA
Flat B, 9/F, Block 2
Royal Peninsula
8 Hung Lai Road
Hung Hom
Kowloon
Hong Kong

Authorized representatives Ms. Sun Jing
Yuanyang Ziran 8-1-301
No. 108 Ma Jia Bao Dong Lu
Feng Tai District
Beijing
China

Mr. Chau Kwok Keung
Flat B, 9/F, Block 2
Royal Peninsula

8 Hung Lai Road
Hung Hom

Kowloon

Hong Kong
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Audit Committee

Remuneration Committee

Nomination Committee

Strategic Development Committee

Principal banks

Cayman Islands share registrar and
transfer office

Hong Kong share registrar

Mr. Yau Ka Chi (Chairman)
Mr. Liu Dengqing
Mr. Wong Ka Kit

Mr. Wong Ka Kit (Chairman)
Mr. Chou Patrick Hsiao-Po
Mr. Liu Dengqing

Mr. Chou Patrick Hsiao-Po (Chairman)
Mr. Liu Dengqing
Mr. Yau Ka Chi

Mr. Chou Patrick Hsiao-Po (Chairman)
Mr. Wong Ka Kit
Ms. Sun Jing

Bank of Beijing Co., Ltd.
Guoxing Jiayuan Branch
Guoxing Building

No. 20 Shouti South Road
Haidian District

Beijing, the PRC

Shanghai Pudong Development Bank
Co., Ltd.

Beijing Wangjing Branch

No. 101 Building

Wangjing Huayuan West Zone
Chaoyang District

Beijing, the PRC

Conyers Trust Company (Cayman) Limited
Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111

Cayman Islands

Computershare Hong Kong Investor
Services Limited

Shops 1712-1716

17th Floor Hopewell Centre

183 Queen’s Road East

Wan Chai

Hong Kong
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The information and statistics contained in this section have been derived partly
from publicly available government and official sources as well as from a market
research report we commissioned from Frost & Sullivan, an Independent Third Party. We
believe that the sources of such information and statistics in this section are appropriate
sources and have taken reasonable care in extracting and reproducing such information
and statistics. We have no reason to believe that such information is false or misleading
or that any fact has been omitted that would render such information false or misleading
in any material respect. However, neither we nor any other party (other than Frost &
Sullivan) involved in the Global Offering have carried out any independent verification
or have given any representation as to the accuracy or completeness of such information
and statistics set forth in this section or similar information included elsewhere in this
prospectus. The information and statistics contained in this section may not be consistent
with information available from other sources within or outside the PRC and Hong Kong.
Accordingly, we should not place undue reliance on such information. For a discussion
of risks relating to our industry, please see “Risk Factors — Risks Relating to Our
Industry.”

SOURCE OF INFORMATION

We have commissioned Frost & Sullivan, an Independent Third Party, to conduct a study
of, and to produce a report on, the passenger vehicle market and dealership market in the PRC.
Frost & Sullivan is an independent global consulting firm founded in 1961 and offers industry
research, market strategies and provides growth consulting and corporate training on a variety
of industries. We agreed to pay Frost & Sullivan a fee of RMB720,000 for the preparation of
the Frost & Sullivan Report, and our Directors consider that such fee reflects market rates. We
have extracted certain information from the Frost & Sullivan Report in this section and
elsewhere in this prospectus to provide our potential investors with a more comprehensive

presentation of the industries in which we operate.

During the preparation of the market research report, Frost & Sullivan performed both
primary research which involves discussions of industry status with leading industry
participants and industry experts, and secondary research which involves review of company
reports, independent research reports and data from Frost & Sullivan’s own research database.
The Frost & Sullivan Report contains a variety of market projections produced with the
following assumptions: (i) the economy of China is likely to maintain steady growth in the next
decade based on the stable economic development of China’s economy in the historical period;
(ii) the social, economic and political environment in China is likely to remain stable in the
forecast period, from 2020 to 2025; (iii) the relevant market drivers identified in the report are
likely to drive the future growth of the industry; (iv) the COVID-19 pandemic will be under
effective control in the PRC given that the local government has implemented strict quarantine
and prevention measures and the economic development in the PRC will not be affected in the
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long run; and (v) Sino-U.S. trade tensions will not pose significant impact on the industry as
the trade tensions have been eased after the long-awaited phase-one trade deal was entered into
between the two countries on January 15, 2020.

Except as otherwise noted, all the data and forecasts contained in this section are derived
from the Frost & Sullivan Report. Our Directors confirm to the best of their knowledge, and
after making reasonable inquiries, that there is no adverse change in the market information
since the date of publication of the Frost & Sullivan Report which may qualify, contradict or
have an impact on the information set out in this section.

ECONOMIC GROWTH OF CHINA

Rapid Growth of China’s Economy, Increasing Urbanization and Disposable Income of
Urban Households

According to the National Bureau of Statistics of China, China’s economy grew from
approximately RMB64.4 trillion in 2014 to approximately RMB101.6 trillion in 2020,
representing a CAGR of approximately 7.9% from 2014 to 2020. According to the International
Monetary Fund, the Chinese economy is projected to grow at a CAGR of 8.3% from 2020 to
2025. In the meanwhile, the nominal GDP per capita in China grew from approximately
RMBA47,173 in 2014 to RMB72,347 in 2020, representing a CAGR of approximately 7.4%. The
nominal GDP per capita in China is expected to continue to grow and reach approximately
RMB106,781 in 2025, representing a CAGR of approximately 8.1% from 2020 to 2025.

As a result of the rapid economic development and the influx of migrants from rural areas
to relatively developed areas, the urban population of China grew at a CAGR of 2.3% from
749.2 million in 2014 to 859.5 million in 2020, and the urbanization rate in China increased
from 54.8% in 2014 to 61.2% in 2020. The urban population is expected to reach 953.7 million
in 2025 and the urbanization rate in China is likely to continue to increase and reach 67.3% in
2025. The per capita annual disposable income of urban households in China grew from
RMB28,844 in 2014 to RMB43,834 in 2020, representing a CAGR of 7.2% from 2014 to 2020.
Based on the prediction of steady growth of nominal GDP and urbanization in China, the per
capita annual disposable income of urban households is forecasted to reach RMB62,716 by the
end of 2025, representing a CAGR of 7.4% from 2020 to 2025.

Increasing Number of High-Net-Worth Individuals

China’s rapid economic growth has led to a large and growing pool of high-net-worth
individuals, which refer to individuals with investable assets of at least RMB10.0 million. We
operate 4S dealership stores across six provinces and municipalities in the PRC, including
Beijing, Tianjin, Shandong, Sichuan, Zhejiang and Guangdong. These six provinces and
municipalities were all among the top ten provincial-level regions in China in terms of the
number of high-net-worth individuals in 2020, and had shown strong purchase power and
demands for luxury and ultra-luxury passenger vehicles. The number of high-net-worth
individuals in China increased from approximately 1.04 million in 2014 to approximately 2.44
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million in 2020, representing a CAGR of 15.3% from 2014 to 2020. The number of
high-net-worth individuals in China is expected to continue to increase and reach
approximately 3.67 million in 2025, representing a CAGR of 8.5% from 2020 to 2025.
According to the Frost & Sullivan Report, the increasing number of high-net-worth individuals
will also stimulate the demands and sales of passenger vehicles in China, especially those
luxury and ultra-luxury passenger vehicles.

Number of High-Net-Worth Top Ten Provinces in Terms of the Number
Individuals in China, 2014-2025E of High-Net-Worth Individuals
in China, 2020

Million Thousand person

54

Guangdong
Shanghai

+15.3% Beijing

Jiangsu

Zhejiang
187 197 Shandong

8 Sichuan
Hubei

Fujian

Tianjin
2014 2015 2016 2017 2018 2019 2020 2021E 2022E 2023E 2024E 2025E (’) 50’ 10[)’ 15(’) 2(];] 25’0 3(’)0

Source: Frost & Sullivan Note: Bars with dots denote the provinces where
we have business operations.

OVERVIEW OF PASSENGER VEHICLE MARKET IN CHINA

Pursuant to the Implementation Measures for the Administration of Automobile Brand
Sales (VRELMAREH & HEMINE) (the “Measures”) promulgated in February 2005, only
automobile manufacturer-authorized automobile dealerships and general automobile
distributors are permitted to procure automobiles directly from the automobile manufacturers.
Although the Measures were released in 2003, it took years of transition period for automobile
manufacturers and dealers to fully implement. It is industry-recognized that since around 2010,
authorized 4S dealership stores have become the only channel in China for automobile
manufacturers to distribute their products. According to the Frost & Sullivan Report, direct
sales outlets established by the automobile manufacturers began to emerge in China in 2013
along with the adoption of direct-sales models of those new energy vehicle brands and
manufacturers such as Tesla, NIO and Lixiang.
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The Measures for the Administration of Automobile Sales (V<HLEHE & HLHFE) was issued
in 2017, which superseded the Measures, allowing the sale of motor vehicles to be carried out
with or without authorized dealership agreements. It also stipulates that, except as agreed
otherwise in the dealership agreements, automobile manufacturers are not allowed to conduct
direct sales to customers in geographical areas in which authorized dealers are appointed.
Although there are a few automobile manufacturers who have established their direct sales
outlets, such outlets are located in the areas where there are no authorized dealership stores.
Hence it is not likely that the authorized dealership model will be replaced by the direct sales
model in the PRC.

By the end of 2020, seven cities and one province in the PRC, including Shanghai,
Beijing, Guangzhou, Tianjin, Hangzhou, Shenzhen, Shijiazhuang and Hainan province, have
implemented restriction policies on purchases of passenger vehicles in order to alleviate urban
traffic congestion. According to the Interim Regulations of Beijing on Adjusting and
Controlling the Quantity of Passenger Vehicles (t5T/Ng B8R P HE R 178U E), which was
promulgated on October 29, 2020 and came into effect on January 1, 2021, and the Rules for
the Implementation of the Interim Regulations of Beijing on Adjusting and Controlling the
Quantity of Passenger Vehicles At /NE R P T EUE B4 ), which was
promulgated on December 5, 2020 and came into effect on January 1, 2021, in Beijing (i) the
license plate quota for new energy automobiles for units and individuals shall be allocated
through queuing schemes; (ii) the license plate quota for new energy automobiles for
households shall be allocated based on points assigned to local families; and (iii) the license
plate quota for non-new energy automobiles shall be allocated through lottery schemes. The
implementation of such policies mainly affects the regional passenger vehicle markets where
the purchase restriction policies are implemented, and has little impact on the overall passenger
vehicle market in the PRC given that there are limited number of cities and provinces in the
PRC that have imposed limits on new automobile purchase. According to the Frost & Sullivan
Report, in 2020, the sales volume of new passenger vehicles from the abovementioned seven
cities and one province in China where the restriction policies on purchases of passenger
vehicles have been implemented only accounted for approximately 10.0% of the total sales

volume of new passenger vehicles in China.
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The Largest Passenger Vehicle Market

China’s passenger vehicle market has grown rapidly in recent years, which was the largest
passenger vehicle market in the world from 2014 to 2020. The sales volume of new passenger
vehicles in China was approximately 21.2 million units in 2020, compared to approximately
15.0 million units in the United States, which was the second largest market in the world in
terms of the sales volume during the same year. The chart below illustrates the sales volume
of new passenger vehicles in major automotive markets in the world from 2014 to 2020:

Sales Volume of New Passenger Vehicles in Major Automotive Markets, 2014-2020

Million Units
30
20
10
0 14-20
2014 2015 2016 2017 2018 2019 2020 CAGR
= China 20.4 22.0 253 25.7 24.6 22.6 21.2
mUSA 16.3 17.3 17.5 17.1 17.2 17.3 15.0
= Germany 3.0 32 34 3.4 34 3.6 32
Japan 4.7 42 4.1 44 44 43 4.6
UK 2.5 2.6 2.7 2.5 2.4 2.3 1.9
= Korea 1.4 1.5 1.5 1.5 1.5 1.5 1.9

Source: International Organization of Motor Vehicle Manufacturers and Frost & Sullivan.

Market Segmentation

According to the Frost & Sullivan Report, the brands of passenger vehicles are divided
into four segments based on, among others, the brand positioning, price range, specifications
and equipment, quality and after-sales services. The segments are (i) ultra-luxury; (ii) luxury;
(ii1) medium-level; and (iv) entry-level brands, all of which are commonly used in the industry.

Segment

Representative Brands

Average Price Range

Market Share
in Terms of the
Sales Volume
of New Passenger
Vehicles in 2020 (%)

Ultra-luxury

Luxury

Medium

Entry

Including, among others, Porsche,
Ferrari, Lamborghini, Maserati,

Aston Martin, Bentley, Rolls-Royce

and McLaren

Including, among others, Mercedes-
Benz, Audi, Volvo, Jaguar-Land

Rover, Lincoln, Alfa Romeo, BMW,
Infiniti, Lexus, Cadillac, NIO, Tesla

and Lixiang

Including, among others, Dodge, Fiat,

Ford, Buick, Chevrolet, Honda,
Toyota, Mazda, Lotus, Peugeot,
Nissan, Suzuki and Volkswagen

Including, among others, BYD, Chery,
Dongfeng Motor, JAC Volkswagen-

Sihao and Roewe
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Luxury and ultra-luxury brands are distinguished from other classes of automobiles
mainly in terms of price (above RMB300,000 for luxury and above RMB1.0 million for
ultra-luxury), configuration (customized configuration in case of ultra-luxury), higher level of
specifications and equipment, as well as better quality and after-sales services.

Size of the Passenger Vehicle Dealership Market in China
Sales Volume of Passenger Vehicles in China

Driven by the growing household expenditure and positive macro-economic environment
in China, the sales volume of new passenger vehicles in China grew rapidly from 20.4 million
units in 2014 to 25.7 million units in 2017. However, the sales volume of new passenger
vehicles in China decreased from 24.6 million in 2018 to 21.2 million in 2020, primarily due
to (i) the trade tensions between the United States and China, which resulted in a slow-down
in China’s economy since 2018 and an increase of tariffs on U.S.-made automobiles and spare
parts; (ii) successive implementation on the restriction policies on purchases and traffic
restrictions of passenger vehicles in certain cities and provinces in China; (iii) the
implementation of the Limits and Measurement Methods for Emissions from Light-duty
Vehicles (CHINA 6) (H&RIETS Yt PERE Sl & 515 (P 7SPEEL) in a number of
provinces/municipalities in China since July 2019. The abovementioned factors made Chinese
customers more conscious of their spending on passenger vehicles and caused the wait-and-see
sentiment of end-consumers to some extent, thereby limiting market demand for new passenger
vehicles during these years. The sales volume of new passenger vehicles is expected to
gradually recover from 2021 onwards due to (i) the increasing demand for passenger vehicles
in high-end market led by the consumption upgrading trend in China; (ii) the new energy
vehicles expected to be launched and promoted by various passenger vehicle brands in China
in the upcoming years; (iii) the PRC government’s expected promotion of automobile sales
after the COVID-19 pandemic as indicated and proposed at the executive meeting of the State
Council in November 2020; (iv) promoting the consumption of passenger vehicles has been
listed as one of the key tasks of the PRC government in 2021 as part of the efforts to stimulate
domestic demand and consumption, according to the 2021 Report on the Work of the
Government issued by the National People’s Congress (5 1 = Ji 2 H A\ RACFRA 58 ik &
i#%) in March 2021; and (v) Sino-U.S. trade tensions are not likely to pose significant impact
on sales of automobiles as the trade tensions have been eased after the long-awaited phase-one
trade deal was entered into between the two countries on January 15, 2020. According to the
Frost & Sullivan Report, the sales volume of new passenger vehicles is anticipated to reach
26.0 million units in 2025, representing a CAGR of 4.2% from 2020 to 2025.
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In addition, under the promotion of relevant online trading platforms and the favorable
policies for financing and trading of used passenger vehicles, the sales volume of used
passenger vehicles in China increased from 6.5 million units in 2014 to 11.1 million units in
2020, representing a CAGR of 9.3% from 2014 to 2020. The used passenger vehicle market in
China is still under development as most people prefer to purchase new vehicles rather than
used ones. However, with the change of people’s consumption concept, the sales volume of
used passenger vehicles in China is expected to reach 13.8 million units in 2025, representing
a CAGR of 4.5% from 2020 to 2025. The chart below illustrates the sales volume of both new
and used passenger vehicles from 2014 to 2020 and during the forecast period:

Breakdown of the Sales Volume of New and Used Passenger Vehicles in China,

2014-2025E
- . CAGR 2014-2020 2020-2025E . )
Million Units X Used Passenger Vehicles Il New Passenger Vehicles

60 Total Passenger Vehicles 3.1% 4.3%

Used Passenger Vehicles 9.3% 4.5%
50 1 New Passenger Vehicles 0.6% 4.2%

39.8
] 38.3
40 31 350 351 340 340 354 368
28.8 .

20 1

10 4

2014 2015 2016 2017 2018 2019 2020 2021E 2022E 2023E 2024E 2025E

Source: CAAM, CPCA, CADA and Frost & Sullivan
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Sales Volume of New Passenger Vehicles by Brand Segment in China

Despite the fact that the overall sales volume of new passenger vehicles in the PRC
declined slightly from 2017 to 2020, the sales volume of luxury and ultra-luxury passenger
vehicles experienced rapid growth in the past few years. In particular, the sales volume of
ultra-luxury passenger vehicles increased from 61,500 units in 2014 to 100,500 units in 2020,
representing a CAGR of 8.5% from 2014 to 2020, and is expected to continue to grow and
reach 118,400 units in 2025, representing a CAGR of 3.3% from 2020 to 2025, according to
the Frost & Sullivan Report. In addition, the sales volume of luxury passenger vehicles grew
rapidly from 2.0 million units in 2014 to 3.5 million units in 2020, representing a CAGR of
9.8% from 2014 to 2020, and is expected to reach 5.7 million units in 2025, representing a
CAGR of 10.2% from 2020 to 2025, according to the Frost & Sullivan Report. The chart below
illustrates the breakdown of sales volume of new passenger vehicles by segment in China from
2014 to 2020 and during the forecast period:

Breakdown of Sales Volume of New Passenger Vehicles by Brand Segment in China,

2014-2025E
CAGR 2014-2020  2020-2025E
CAGR 2014-2020  2020-2025E B Luxury 9.8% 10.2%
m Ultra Luxury ~ 8.5% 33% Medium and Entry ~ -0.7% 2.7%
Thousand Units Million Units
120 n3s U84 28
| 958 99.6 1005 101.8 105.1 04 229 229

92.

90+ 813

196 199 201

183 - 19.2
20 176 186

69.4
61.5
60 1

30

720|4 2015 2016 2017 2018 2019 2020 2021E 2022E 2023E 2024E 2025E 2014 2015 2016 2017 2018 2019 2020 2021E 2022E 2023E 2024E 2025E

Source: CAAM, CPCA, CADA and Frost & Sullivan

- 109 -



INDUSTRY OVERVIEW

Market Size of New Passenger Vehicles by Brand Segments in China

Revenue generated by sales of new passenger vehicles in China declined from
RMB3,877.2 billion in 2018 to RMB3,684.5, billion in 2020 after a steady increase between
2014 and 2017. The decrease was primarily attributable to the decrease in the sales volume of
medium-level and entry-level passenger vehicles. However, revenue generated from sales of
ultra-luxury passenger vehicles in China grew rapidly at a CAGR of 7.1% from RMB67.5
billion in 2014 to RMB102.1 billion in 2020 and is expected to continue to grow at a CAGR
of 3.9% from 2020 to 2025, primarily because (i) the population of high net-worth individuals
in China, which is the main consumers of ultra-luxury passenger vehicles, is expected to grow
rapidly at a CAGR of 8.5% from 2020 to 2025; and (ii) the COVID-19 pandemic has been
largely contained in the PRC and thus, China’s economy is expected to recover and grow in the
coming years, which will drive the demand for and consumptions of passenger vehicles,
including the ultra-luxury passenger vehicles. With respect to the luxury passenger vehicle
market, revenue generated from sales of luxury passenger vehicles in China increased from
RMB735.3 billion in 2014 to RMB1,375.2 billion in 2020, representing a CAGR of 11.0%. It
is expected to grow and reach RMB2,384.5 billion in 2025, representing a CAGR of 11.6%
from 2020 to 2025. The chart below illustrates the breakdown of revenue from the sale of new
passenger vehicles in China by brand segment from 2014 to 2020 and during the forecast
period:

Breakdown of Revenue from New Passenger Sales by Brand Segment in China,

2014-2025E
CAGR 2014-2020 2020-2025E
RMB Billion
Ultra-luxury 7.1% 3.9% M Ultra Luxury B Luxury [ Medium and Entry
4,000
Luxury 11.0% 11.6%
3,500 Medium and Entry ~ 0.2% 4.2%
3,000 —
’ 2,769.3  2,785.5
2,623.9 25y 20463 27086
2,500 — 23755 24872 2,384.5
2,181.8 21112
2,000 — 1,870.5
1,671.5
1.506.2
1,500 —
L0007 oost gsuaf | 8524
500
67.5] 72.9 84.2 94.2 97. 100. 102.1; 104. 108.2) 112.9 117.9 1234

0 2014 2015 2016 2017 2018 2019 2020 2021E 2022E 2023E 2024E 2025E

Source: Frost & Sullivan
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Sales Volume of New Energy Vehicles in China

According to the Frost & Sullivan Report, the new energy vehicle market has experienced
rapid growth in the past few years as a result of the continuous technology development and
continuous launches of new models and products by new energy vehicle manufacturers. The
sales volume of new energy vehicles increased from approximately 0.1 million units in 2014
to approximately 1.2 million units in 2020, representing a CAGR of 51.3%. However, as the
new energy vehicle market is still an emerging market in China, the penetration rate of new
energy vehicles (representing the proportion of the sales volume of new energy vehicles in the
total sales volume of passenger vehicles in China) was 5.7% by the end of 2020. From 2014
to 2020, medium and entry segment of new energy vehicles increased from approximately 66
thousand units to 1,047 thousand units while luxury and ultra-luxury segment increased from
less than 10 thousand units to approximately 200 thousand units. The chart below illustrates a
breakdown of the sales volume of new passenger vehicles by new energy vehicles and pure
petroleum vehicles from 2014 to 2020 and during the forecast period:

Breakdown of the Sales Volume of New Passenger Vehicles in China by
New Energy Vehicles and Non-new Energy Vehicles, 2014-2025E

CAGR 2014-2020  2020-2025E
Total Passenger Vehicles 0.6% 4.2% —®- NEV Penetration Rate
NEV 51.3% 31.4% W NEV
S =% e B Non-NEV
Non-NEVs -0.2% 1.3%
New PV Sales NEV Penetration Rate
(Million Units) (%)
50 _ b 15.1% 18.1% 20
98% 2Z
40 8.0% L 10
30 -0
N 20 : L 246 76 244 252 26.0 0

20 4

20
10 30
0 - -40

2014 2015 2016 2017 2018 2019 2020 2021E 2022E 2023E 2024E 2025E

Source: CAAM, CPCA, CADA and Frost & Sullivan
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According to the Frost & Sullivan Report, the new energy vehicle market in China is
expected to grow rapidly in the next few years as an increasing number of traditional petroleum
vehicle manufacturers have started to implement strategies to capture the opportunities in the
new energy vehicle market. For instance, Audi aims to launch and make available for sale of
30 electrified models worldwide by 2025, Bentley plans to launch its first new energy vehicle
model in 2025 and go fully electric by 2030, and Mercedes-Benz anticipates that the sales
volume of new energy vehicle models will represent more than 50.0% of its total sales volume
of passenger vehicles by 2030. According to the Frost & Sullivan Report, the sales volume of
new energy vehicles in China is forecasted to increase at a CAGR of 31.4% from 2020 to 2025
and will reach approximately 4.7 million units in 2025. From 2020 to 2025, medium and entry
segment of new energy vehicles is expected to increase from approximately 1.0 million units
to 3.8 million units while luxury and ultra-luxury segment is expected to increase from 0.2

million units to approximately 0.9 million units.

The table below illustrates the breakdown of sales volume of the new energy vehicles in

the major regions where our Group operates:

Sales volume of the new energy vehicles in the major regions where our Group operates

Unit 2014 2015 2016 2017 2018 2019 2020
Beijing Thousand 6.2 12.7 62.6 56.0 62.5 86.0 109.4
Tianjin Thousand 0.4 0.9 20.2 31.6 335 31.0 43.7
Qingdao Thousand 0.2 5.1 3.7 15.3 14.3 18.0 15.1
Hangzhou Thousand 7.3 3.8 6.7 40.8 56.4 41.0 54.7
Foshan Thousand 0.1 0.3 1.2 L5 3.6 5.8 7.5
Chengdu Thousand 1.2 0.9 2.1 11.0 14.6 25.7 31.5

Due to the promotion of the new energy vehicles in China, sales volume of the new energy
vehicles in Beijing, Tianjin, Qingdao, Hangzhou, Foshan and Chengdu experienced a rapid
growth from 2014 to 2020. Looking forward, in view of the development of the sales of the
new energy vehicles in China, sales volume of the new energy vehicles in these cities are also
expected to experience a further growth in the future.

-112 -



INDUSTRY OVERVIEW

Market Share by Brand of Ultra-luxury and Luxury Passenger Vehicles in China

In the ultra-luxury passenger vehicle market, Porsche and Maserati were the top two
best-selling brands in terms of the sales volume of new passenger vehicles in 2020, which
together accounted for approximately 93.3% of the total sales volume of the market. BMW,
Mercedes-Benz and Audi were the top three brands in the luxury passenger vehicles market in
China as measured by the sales volume of new passenger vehicles in 2020, which together
accounted for approximately 64.8% of the total sales volume of new passenger vehicles in the
luxury passenger vehicle market. The charts below illustrate the market share by brand of both

ultra-luxury and luxury passenger vehicle markets in China in terms of sales volumes in 2020:

Brand Share of

Ultra-luxury Passenger Sales Volume of Brand Share of
Vehicle Market in Ultra-luxury and Luxury Luxury Passenger Vehicle
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Thousand Units

| e || | |

| |

| I | | Tesla ji R |

| } } I . olvo G Others }

| | exus 47%

| | 10.6%

‘ | | | Cadillac 4% H2% }

} Others  3.5% I | | 6.5% |

|  Bentley 3.2% Porsche } } 35162 ‘ }

} Maserati o ———| L,,," |

\ } \ Audi \

\ \ ‘

\ } \ \
|

} | } Mercedes-Benz |

I | | |

| } 2020 } }

| Note: Others including Rolls-Royce, Ferrari, Aston Note: Others including Infiniti, Alfa Romeo, Lincoln

, 3 | . ) ] ,
} Martin, Lamborghini, McLaren, etc. I I Ultra Luxury Luxury }Acura, NIO, Li Auto, etc. }
______________________ - ——— e 4
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Incentive Rebates from Automobile Manufacturers

Incentive rebates refer to the incentives of cash or equivalent provided by automobile
manufacturers to authorized dealerships to reward dealers that meet certain conditions to
stimulate sales. Incentive rebates are generally used by automobile manufacturers as a tool to
increase market shares and achieve sales targets. This is a common practice in the PRC
passenger vehicle dealership market. The incentive schemes usually vary among different
brands of automobile manufacturers. They are usually determined based on factors including
the purchase and sales volumes of new vehicles of authorized dealerships, customer
satisfaction and other metrics set by automobile manufacturers based on their policies.
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According to the Frost & Sullivan Report, an automobile manufacturer generally applies
the same incentive policy to its authorized dealership stores across the country or particular
regions. Authorized dealership stores’ reliance on incentive rebates is largely related to the
automobile manufacturers’ sales strategies and market condition, including the growth and
development of the passenger vehicle market in China. Therefore, it is not uncommon for
authorized dealers to receive a significant amount of incentive rebates during the time when the
automobile manufacturers aim to boost their sales and/or increase their market shares when the
market condition is unfavorable. Further, since it is market practice for the automobile
manufacturers to determine their own rebate policies and practices, the level of reliance of an
authorized dealer on incentive rebates is directly related to its brand portfolio during the
relevant period of time.

Market Drivers of Passenger Vehicle Dealership Market in China

Increasing Purchasing Power of PRC Residents — The per capita annual disposable
income of urban households increased with a CAGR of 7.2% from 2014 to 2020 and the
number of high-net-worth individuals in China increased from approximately 1.0 million in
2014 to approximately 2.4 million in 2020, representing a CAGR of 15.3% from 2014 to 2020.
The increasing purchasing power of PRC residents is anticipated to further stimulate the
consumption of passenger vehicles, especially the demand for luxury and ultra-luxury
passenger vehicles, thereby driving the growth of the passenger vehicle dealership market in
China.

Rapid Growth of After-sales Services — The after-sales services provided by 4S dealership
stores experienced significant growth in the past few years due to the increasing customer
acceptance of 4S professional services and the increasing passenger vehicle population. Rapid
growth of after-sales services is expected to further drive the development of passenger vehicle
dealership market in China.

Rapid Development of New Energy Vehicle Market in China — The new energy vehicle
market witnessed significant growth during the past few years due to the nationwide promotion
conducted by the PRC government and maturity of the relevant technologies for new energy
vehicles. The sales volume of new energy vehicles in China has increased significantly from
47.2 thousand units in 2014 to 1,245.7 thousand units in 2020, representing a CAGR of 72.5%.
Numerous foreign and PRC domestic vehicle brands have launched their new energy vehicle
products in China. The rapid development of this market has also stimulated the increase in
sales volume of new energy vehicles and spurred the growth of the passenger vehicle
dealership market.

Increasing Acceptance of Vehicle Purchase by Loans or Financing — Loans or vehicle
financing provide an easier way for customers to purchase a vehicle. The percentage of new
passenger vehicles sold with loans or financing increased from approximately 30.0% in 2014
to approximately 45.0% in 2020. With the younger generation becoming the major consumer
group of passenger vehicles, the increasing acceptance of vehicle purchase by loans or
financing will continue to stimulate the development of passenger vehicle dealerships.

~ 114 -



INDUSTRY OVERVIEW

Cost Analysis

According to the National Bureau of Statistics, the average wage of employees in urban
areas of the wholesale and retail industry grew from RMB33,894 in 2014 to RMB50,182 in
2020, representing a CAGR of 6.8% from 2014 to 2020. The increase was primarily due to the
positive macro-economic environment in China over the past few years. It is expected to
continue to grow and reach approximately RMB64,902 by the end of 2025, representing a
CAGR of 5.3% from 2020 to 2025. The chart below illustrates the average wage of employees
in urban areas of wholesale and retail industry in China from 2014 to 2020 and during the
forecast period:

Average Wage of Employees in Urban Areas of Wholesale and Retail Industry in
China, 2014-2025E
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Source: National Bureau of Statistics of China and Frost & Sullivan

The chart below illustrates the average retail price of passenger vehicles by market
segment in China from 2014 to 2020:

Average Retail Price of Passenger Vehicles by Market Segment in
China, 2014-2020
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COMPETITIVE LANDSCAPE OF AUTO DEALERSHIP MARKET IN CHINA

According to the Frost & Sullivan Report, in 2020 there were approximately 30,000
passenger vehicle dealers in China, among which approximately 10,000 were luxury and
ultra-luxury passenger vehicle dealers. These dealers include both authorized dealers and
secondary dealers who are agents of authorized dealers. Revenue generated by the top five
passenger vehicle dealership groups in 2020 accounted for approximately 12.2% of the total
revenue generated by the market for the same year. The market share of our Group was
approximately 0.2% in terms of revenue generated from sales of new automobiles in the
passenger vehicle dealership market in 2020. In addition, revenue generated by the top five
luxury and ultra-luxury passenger vehicle dealership groups in 2020 accounted for
approximately 24.2% of the total revenue generated by the market for the same year. The
market share of our Group in terms of revenue generated from sales of new automobiles in the
luxury and ultra-luxury passenger vehicle dealership market in 2020 was approximately 0.5%.

According to the Frost & Sullivan Report, the dealership market of ultra-luxury passenger
vehicles in China is fragmented. Revenue generated from sales of new ultra-luxury passenger
vehicles of the top ten market players accounted for approximately 45.6% of the total market
in 2020. Revenue generated by sales of ultra-luxury passenger vehicles in 2020 represented
approximately 2.9% of the total revenue generated by the whole passenger vehicle sales market
in China for the same year. We generated revenue of approximately RMB4.1 billion in 2020
from the sales of new ultra-luxury passenger vehicles, accounting for approximately 4.0% of
the total revenue generated by the market. We ranked sixth in terms of revenue generated from
the sale of new ultra-luxury passenger vehicles in 2020 among all market players in the
ultra-luxury passenger vehicle dealership market in China. We ranked first in terms of average
single store revenue for the year ended December 31, 2020 compared with the top ten corporate
groups principally engaged in the ultra-luxury brand 4S dealership store business in China,
according to the Frost & Sullivan Report. The table below sets forth the top ten players in the
ultra-luxury passenger vehicle dealership market in China in terms of revenue generated for
2020.
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Average
Market Market Single Store Background and Principal
Ranking Participant = Revenue Share Revenue  Business of the Market Participant

(Billion in (Million in
RMB) (%) RMB)

1 Company A 6.2 6.1 ~300 A listed company on the Main Board
of the Hong Kong Stock
Exchange. The company was
founded in 1992 and mainly
engaged in automobile dealership
services in China.

2 Company B 6.0 5.9 ~350 A private company headquartered in
Austria. The company was
founded in 1947 and mainly
engaged in automobile dealership
services in China.

3 Company C 5.8 5.7 ~350 A Fujian-based company, which is a
subsidiary of a company listed on
the Shanghai Stock Exchange. The
company was founded in 2001 and
mainly engaged in automobile
dealership services in China.

4 Company D 5.6 5.5 ~400 A private company headquartered in
Shanghai. The company was
founded in 2006 and mainly
engaged in automobile dealership
services in China.

5 Company E 5.2 5.1 ~200 A company located in Shanghai,
which is listed on the Shanghai
Stock Exchange. The company was
founded in 2006 and mainly
engaged in automobile dealership
services in China.

6 Our Group 4.1 4.0 ~700 An automobile dealership service
provider which operates six
dealership stores for ultra-luxury
brands in China.

7 Company F 3.9 3.8 ~200 A listed company on the Main Board
of the Hong Kong Stock
Exchange. The company was
founded in 2005 and mainly
engaged in sales of luxury and
ultra-luxury automobiles.

- 117 -



INDUSTRY OVERVIEW

Ranking Participant

Market

Revenue

Average
Market Single Store
Share Revenue

Background and Principal

Business of the Market Participant

10

Top 10
Others

Total

Company G

Company H

Company I

(Billion in
RMB)

3.6

2.7

(Million in
(%) RMB)

3.5 ~500 A listed company on the Main Board

of the Hong Kong Stock
Exchange. The company was
founded in 2007 and mainly
engaged in automobile dealership
services in China.

3.4 ~500 A private group headquartered in

Hong Kong. The group was
founded in 1895 and started its
automobile dealership business
since 1955 in Hong Kong. Its
business covers a wide range of
areas, including but not limited to,
automobile dealership and

consumer goods.

2.6 ~450 A listed company on the Main Board

46.6
55.5

45.6
544

102.1

100.0
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In addition, we ranked second in terms of revenue generated from the sale of new
ultra-luxury passenger vehicles in 2020 among all market players in the ultra-luxury passenger
vehicle dealership market in the Beijing-Tianjin-Hebei area, according to the Frost & Sullivan
Report. We ranked first in terms of revenue generated from the sales of new ultra-luxury
passenger vehicles in 2020 among all market players in the ultra-luxury passenger vehicle
dealership market in Chengdu, according to the Frost & Sullivan Report.

According to the Frost & Sullivan Report, the passenger vehicle dealership market in the
Beijing-Tianjin-Hebei area was relatively fragmented with the top five passenger vehicle
dealership groups in aggregate accounting for approximately 16.5% of the total market share
in terms of revenue generated from the sale of new automobiles. The total revenue generated
from the sale of passenger vehicles in the Beijing-Tianjin-Hebei area was approximately
RMB285.2 billion for 2020. We had a market share of approximately 1.7% in the Beijing-
Tianjin-Hebei area as measured by revenue generated from the sale of automobiles in 2020.

Entry Barriers of Passenger Vehicle Dealership Market in China

According to the Frost & Sullivan Report, the passenger vehicle dealership market in
China contains relatively high entry barriers as set forth below:

Initial set-up capital. A large amount of initial and operating investment is needed in the
dealership market of passenger vehicles. It is crucial for new entrants to have sufficient capital
to purchase new vehicles, establish, lease and decorate the 4S dealership stores, as well as hire

employees.

Relationships with automobile manufacturers. The automobile dealers can only sell
vehicles upon obtaining the authorizations from the manufacturers. Existing market players
have already established stable relationships with automobile manufacturers. According to the
Measures for the Administration of Automobiles Sales (VREHLHEEHLHFL) issued by the
Ministry of Commerce in 2017, the term of dealership authorization should not be shorter than
three years. This policy has made the relationships between manufacturers and the existing
automobile dealers stable and made it harder for new entrants to gain new authorizations from
the automobile manufacturers.

Well-established sales network. The leading automobile dealership groups have
established extensive sales network in China or in a specific region. The well-established
networks have helped the automobile dealers gain high brand awareness and recognition
among consumers. It is hard for new entrants to compete with those leading automobile
dealership groups, which have well-established sales network and brand recognition in this
market.

Industry know-how. Companies who have achieved success in the industry generally have
excellent management systems and deep industry know-how. The industry know-how that they
accumulated during the process of operations have helped the existing market players follow
the market trends more easily than new entrants.

- 119 -



INDUSTRY OVERVIEW

OVERVIEW OF PASSENGER VEHICLE AFTER-SALES MARKET IN CHINA

The passenger vehicle after-sales market generally refers to the products and services
provided to customers after the sale of the vehicles, which is considered as the secondary
market of the automobile industry. Typical services include repair and maintenance, sale and
installation of spare parts and accessories, financing services for the purchase of new passenger
vehicles and vehicle insurance. The after-sales market in the PRC is a tailor-made business and
highly depends on the overall performance of the passenger vehicle industry across the country.

On the other hand, dealers in the passenger vehicle after-sales market typically maintain
a well-established relationship with original equipment manufacturers as they provide the
fundamental original parts and accessories with proprietary trademarks for after-sales services.
The authorized dealers may resell original parts and accessories to non-authorized repair and

maintenance service operators and end-users for replacement and repair purposes.

Market Size of Passenger Vehicle After-sales Market in China

The market size of passenger vehicle after-sales services market in terms of revenue grew
from RMB1,115.9 billion in 2014 to RMB1,982.0 billion in 2020, representing a CAGR of
10.0% from 2014 to 2020. With the rising average service life cycle of passenger vehicles and
the increasing demand for after-sales services, revenue generated from the passenger vehicle
after-sales market in China is expected to grow at a CAGR of 7.2% from 2020 to 2025 and
reach RMB2,809.6 billion by 2025.

In particular, revenue generated from passenger vehicle insurance services represented
the largest portion of revenue from the passenger vehicle after-sales market in China, which
grew from RMB683.9 billion in 2014 to RMB1,064.1 billion in 2020. It is expected that the
passenger vehicle insurance market will continue to grow in the next few years and reach
RMB1,353.0 billion in 2025, according to the Frost & Sullivan Report.

The passenger vehicle after-sales market in China is fragmented with different types of
market players. Major types of market players include, among others, passenger vehicle
dealership groups, spare parts distributors, spare parts retailers, repair workshop chains,
independent repair shops and vehicle insurance companies. Our revenue generated from
after-sales services was RMB1,070.7 million for the year ended December 31, 2020,
representing approximately 0.1% of market share in the passenger vehicle after-sales market in
China.
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Market Drivers and Trends of Passenger Vehicle After-sales Market in China

Large passenger vehicle population. The passenger vehicle population in China increased
at a CAGR of 10.0% from 2014 to 2020 and reached 230.6 million in 2020. In addition, the
average age of passenger vehicles in China was approximately 4.9 years in 2020, which is
much shorter than the passenger vehicles in developed markets in the world, such as the U.S.
and Japan, in which the average age of passenger vehicles was over 10 and 8 years,
respectively. The larger passenger vehicle population and shorter average age of passenger
vehicles in China have indicated a longer life cycle of passenger vehicles and therefore
stimulated further demand for after-sales services.

Strong policy support for the development of automobile after-sales market. The PRC
government has issued a series of policies to regulate and promote the development of
automobile after-sales market in recent years, such as Measures for the Implementation of
Disclosure of Automobile Maintenance Technical Information (‘i%ﬁ,%&@&ﬁﬁ%ﬁﬁgﬁgﬁfﬁ%
FEHFE) in 2015, Guidelines of the Anti-Monopoly Committee of the State Council on
Anti-monopoly in Automobile Industry (5B BEETZE B & B 1 2E 00 S BEBHE #9) in
2019, Technical Standards of New Energy Vehicle Maintenance (3 RE Iy HL 4 5 i A5 1E) in
2018 and the new version of Regulations on the Administration of Motor Vehicle Maintenance
(BN B AEEE TR E) in 2019. These policies and standards further enhance the industry
standard and create a level playing field for the automobile after-sales market and thus drive
the sustainable development of the market.

Digitization of channels and interfaces. The influence of digital channels on customers’
research and purchase processes in China’s automobile after-sales market is likely to increase.
Customers are inclined to turn to online communities and reviews, among other digital
platforms, as a way to help them make informed decisions for purchasing. Multiple platforms
for online parts sales and online-to-offline maintenance services have come into play already.
Suppliers, original equipment manufacturers, distributors, and repair workshop chains are
estimated to continue to increase their online participation and launch new platforms.

KEY TRENDS OF PASSENGER VEHICLES AND PASSENGER VEHICLE
DEALERSHIP MARKET

Information-oriented management is the key trend for passenger vehicle dealers in China
to conduct administrative management and formulate strategic sales plans. With the
development of technology and the application of big data, more unstructured operating data
and information collected by automobile dealers will be used for data analysis, the results of
which will enable the automobile dealers to track consumer’s preference. Moreover, operating
data in connection with inventory and after-sales services can be utilized to establish internal
online management platforms for after-sales services and procurement, which will effectively
connect automobile dealers’ after-sales business with inventory management of relevant

accessories and automobile-related products.
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In light of the fierce competition in the sale of passenger vehicles in China, it is a key
trend of the passenger vehicle dealership market that the dealers will generate more revenue
from after-sales services as these services usually have a higher profit margin as compared with
the sale of new passenger vehicles. Passenger vehicle dealers are likely to put more resources
to improve the service quality of high value-added after-sales services, including sales of

automobile accessories, repair and maintenance services, to enhance customer experience.

Further penetration of online sales channel for passenger vehicle sales will be another key
trend. It is expected that online sales is likely to become one of the major channels for
passenger vehicle dealers to obtain sales orders in the future. In addition, passenger vehicle
dealers are likely to gain more profits from large online automobile supermarkets or sales

platforms.
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REGULATIONS RELATING TO THE PRC AUTOMOBILE INDUSTRY

On May 21, 2004, the NDRC promulgated the Policy on Development of Automotive
Industry (RHLE ZE B R BUK) (the “Policy”), which became effective on the same day, and was
further amended jointly by the NDRC and Ministry of Industry and Information Technology
(the “MIIT”) on August 15, 2009. The Policy contains provisions relating to the PRC
automobile industry’s technology policies, structural adjustments, market access
administration, trademarks, product development, spare parts sales and other relevant
subindustries, distribution networks, investment administration, import administration, and

automobile consumption.

On December 22, 2011, MOFCOM promulgated the Guidance Opinion on Promoting the
Development of Automobile Circulation Industry under Twelfth Five-Year Plan (B A g #E 1<
T AR IE R ) (the “Guidance Opinion”), which sets forth the overall
objectives and major tasks for the automobile circulation industry. The Guidance Opinion
encourages, the nurturing of large-scale new vehicle and used vehicle dealers, and foreign
investment in the automobile distribution network in middle and western China.

On January 22, 2013, twelve central government agencies, including the MIIT, NDRC,
MOFCOM and CSRC, jointly promulgated the Guidance Opinions on Further Promoting the
Acquisitions and Restructuring of Enterprises in the Key Industries (B85 in-Pe i s 21344
PP EAMTEER ), which set forth guidelines for nine key industries, including the
automobile sector, encouraging domestic and outbound acquisitions and restructuring.

On April 6, 2017, the MIIT, NDRC and Ministry of Science and Technology (the “MST”)
jointly promulgated the Medium and Long Term Development Planning of Automotive
Industry (FRHLE 3+ R %8RB E)), which is a general and macro regulatory guidance setting
forth, the guiding ideology, cardinal principles, objectives, major tasks, supporting measures
for the development of automotive industry.

REGULATIONS RELATING TO SALES OF NEW AUTOMOBILES

The sale of new automobiles is subject to the Measures for the Administration of
Automobile Sales (REESHEEIPL) (the “Automobile Sales Measures”), which was
promulgated by MOFCOM on April 5, 2017, and came into effect on July 1, 2017. The
Automobile Sales Measures allows sales of motor vehicles to be carried out with or without
authorized dealership agreements. In addition, it allows the separation of provision of sales of
motor vehicles and after sales services by stipulating that automobile manufacturers shall not
request dealers to pos