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Independent auditors’ report
To the shareholders of CAR Inc.
(Incorporated in the Cayman Islands with limited liability)

Opinion

We have audited the consolidated financial statements of CAR Inc. (the “Company”) and its
subsidiaries (the “Group”) set out on pages 7 to 114, which comprise the consolidated
statement of financial position as at 31 December 2016, and the consolidated statement of
profit or loss, the consolidated statement of comprehensive income, the consolidated
statement of changes in equity and the consolidated statement of cash flows for the year then
ended, and notes to the consolidated financial statements, including a summary of significant
accounting policies.

In our opinion, the consolidated financial statements give a true and fair view of the
consolidated financial position of the Group as at 31 December 2016, and of its consolidated
financial performance and its consolidated cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards ("HKFRSs") issued by the Hong Kong Institute
of Certified Public Accountants (“"HKICPA") and have been properly prepared in compliance
with the disclosure requirements of the Hong Kong Companies Ordinance.

Basis for opinion

We conducted our audit in accordance with Hong Kong Standards on Auditing (“HKSAs")
issued by the HKICPA. Our responsibilities under those standards are further described in the
Auditor's responsibilities for the audit of the consolidated financial statements section of our
report. We are independent of the Group in accordance with the HKICPA'’s Code of Ethics for
Professional Accountants (the “Code"), and we have fulfilled our other ethical responsibilities
in accordance with the Code. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most
significance in our audit of the consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the consolidated financial statements
as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on
these matters. For each matter below, our description of how our audit addressed the matter
is provided in that context.

We have fulfilled the responsibilities described in the Auditor's responsibilities for the audit of
the consolidated financial statements section of our report, including in relation to these
matters. Accordingly, our audit included the performance of procedures designed to respond
to our assessment of the risks of material misstatement of the consolidated financial
statements. The results of our audit procedures, including the procedures performed to
address the matters below, provide the basis for our audit opinion on the accompanying
consolidated financial statements.




Independent auditors’ report (continued)
To the shareholders of CAR Inc.

(Incorporated in the Cayman Islands with limited liability)

Key audit matters (continued)

Lease classification for car rentals
arrangement

The Group's principal business is the
provision of car rental services through
arrangements with customers in the form of
leases. The Group uses a lease management
system to determine the classification and
ongoing accounting of its leases.

The Group applies judgement at the initial
inception of the leases to determine
whether they should be classified as either
operating leases or finance leases in
accordance with HKAS 17 ‘“Leases",
depending on the lease terms. Classification
of finance leases also requires determining
the appropriate discount rate implicit in the
lease to discount the minimum I[ease
payments, which in turn also affect the
allocation of the rental income over the
period of the lease.

Related disclosures are included in Note 5
“Revenue, other income and expenses” and
Note 14 “Finance lease receivables” to the
financial statements.

Our procedures included understanding and
testing management’'s controls on the
recognition and classification of leases by the
lease management system. For finance
leases, we assessed the appropriateness of
the discount rates by comparing them with
historical data, and industry benchmarks. We
also reviewed and tested other aspects of the
lease accounting on a sample basis, such as
the formula used in the accounting models,
the calculation of the minimum lease
payments, and the calculation of the rental
income.

-

We also assessed the adequacy of the related
disclosures in the notes to the financial
statements.




Independent auditors’ report (continued)
To the shareholders of CAR Inc.

(Incorporated in the Cayman Islands with limited liability)

Key audit matters (continued)

Accounting for investments in equity shares
and in redeemable preference shares

At 1 January 2016, the Group held
redeemable preference share investments
(“preference shares”) in respect of three
entities operating in the online businesses
for the trade-in of wused cars and
chauffeured car services. The investments
were classified as financial assets at fair
value through profit or loss. A significant
portion of the preference shares was
converted to ordinary shares on a 1:1 basis
during the vyear. Such ordinary share
investments are also classified as financial
assets at fair value through profit or loss.
The equity share and preference share
investments are recorded as “Investments
in equity shares and redeemable preference
shares” on the statement of financial
position.

The investments in equity shares and in
preference shares are carried at fair value
determined at each reporting period end
date in accordance with HKAS 39 “Financial
Instruments: Recognition and
Measurement”. The investments are stated
=t RMB3,073.71 million at 31 December
2016 and the Company recognised a net
gain on fair value of RMB1,030.60 million
for the year ended 31 December 2016,
which was recorded as "Other income and
=xpenses, net” in the statement of profit or
loss. The investments are classified as
Level 3 in the fair value hierarchy. The

m

of significant assumptions and
timations including the use of observable
unobservable inputs to the valuation

d M §
1 W
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Selzted disclosures are included in Note 3
Significant accounting judgements and

=<timations”, Note 5 "“Revenue, other
~come and expenses” and Note 20
“investments in  equity shares and
redeemable preference shares” to the

financizal statements.

Our included the

procedures
registration form and relevant documents
regarding the conversion from preference to

agreeing

equity shares and ensuring that the
investments in preference shares and in
equity shares were properly classified in
accordance with HKAS 39. We also
evaluated the methodology adopted by the
Group to determine the fair value of the
equity shares and preference shares
investments at 31 December 2016 and
tested the key assumptions and estimations
used in the valuation by testing the
observable data to third party derived data
sources and corroborating the
reasonableness of unobservable inpdts by
comparing to available data sources. We
employed EY internal valuation specialists to
assist us with our audit of the valuation.

We also assessed the adequacy of the
related disclosures in the notes to the
financial statements.




Independent auditors’ report (continued)
To the shareholders of CAR Inc.

(Incorporated in the Cayman Islands with limited liability)

Key audit matters (continued)

Residual values of rental vehicles

The net book amount of rental vehicles at
31 December 2016 was RMB9,176.74
million. As rental vehicles constitute a
significant portion of the Group's assets and
its business requires the Group to
constantly replenish its fleet, the Group
faces significant risks related to the
estimated residual values of its rental
vehicles. The Group estimates the residual
values as at the expected time of disposal
and the vehicles are depreciated over the

We evaluated the design and tested the
operating effectiveness of controls over the
periodical review of the residual values of
the rental vehicles. In addition, we assessed
the key factors (primarily the available
market information) applied by the Group to
determine the estimated residual values and
for a sample of disposals during the year,
evaluated the reasonableness of the
estimated residual values by comparing
them to the disposal proceeds.

estimated holding period on a straight-line
basis, taking into account the residual
values. The Group periodically reviews and
makes adjustments, if necessary, to the
depreciation rates of rental vehicles in 0
response to the latest market conditions
and their effect on residual values as well as
the estimated time of disposal. Significant
estimation and judgement is required in
determining the residual values of the
Group's rental vehicles.

Related disclosures are included in Note 3
“Significant accounting judgements and
estimates” to the financial statements.

Other information included in the Annual Report

The directors of the Company are responsible for the other information. The other
information comprises the information included in the Annual Report, other than the
consolidated financial statements and our auditor's report thereon.

Cur opinion on the consolidated financial statements does not cover the other information
=nd we do not express any form of assurance conclusion thereon.

‘n connection with our audit of the consolidated financial statements, our responsibility is to
read the other information and, in doing so, consider whether the other information is
materially inconsistent with the consolidated financial statements or our knowledge
obtzined in the audit or otherwise appears to be materially misstated. If, based on the work
we have performed, we conclude that there is a material misstatement of this other
‘mformation, we are required to report that fact. We have nothing to report in this regard.




Independent auditors’ report (continued)
To the shareholders of CAR Inc.
(Incorporated in the Cayman Islands with limited liability)

Responsibilities of the directors for the consolidated financial statements

Pursuant to the note 2.2 to the financial statements, for the purpose of the regulatory
requirements in Mainland China, the directors of the Company are responsible for the
preparation of the consolidated financial statements that give a true and fair view in
accordance with HKFRSs issued by the HKICPA and the disclosure requirements of the Hong
Kong Companies Ordinance, and for such internal control as the directors determine is
necessary to enable the preparation of consolidated financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors of the Company are
responsible for assessing the Group's ability to continue as a going concern, disclosing, as
applicable, matters related to going concern and using the going concern basis of
accounting unless the directors of the Company either intend to liquidate the Group or to
cease operations or have no realistic alternative but to do so.

The directors of the Company are assisted by the Audit Committee in discharging their
responsibilities for overseeing the Group's financial reporting process.

Auditor's responsibilities for the audit of the consolidated financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes our opinion. Our report is made solely to you,
as a body, and for no other purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report.

measonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with HKSAs will always detect a material misstatement when it
sxists. Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the
=conomic decisions of users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise professional judgement and
maintain professional scepticism throughout the audit. We also:

« Identify and assess the risks of material misstatement of the consolidated financial
<tatements, whether due to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence that is sufficient and appropriate to
srovide a basis for our opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal
control.

. Obtain an understanding of internal control relevant to the audit in order to design audit
srocedures that are appropriate in the circumstances, but not for the purpose of
=xpressing an opinion on the effectiveness of the Group’s internal control.

. Evaluate the appropriateness of accounting policies used and the reasonableness of
sccounting estimates and related disclosures made by the directors.




Independent auditors’ report (continued)
To the shareholders of CAR Inc.
(Incorporated in the Cayman Islands with limited liability)

Auditor's responsibilities for the audit of the consolidated financial statements
(continued)

¢ Conclude on the appropriateness of the directors' use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Group's
ability to continue as a going concern. If we conclude that a material uncertainty exists,
we are required to draw attention in our auditor's report to the related disclosures in the
consolidated financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor’'s report. However, future events or conditions may cause the Group to cease to
continue as a going concern.

« Evaluate the overall presentation, structure and content of the consolidated financial
statements, including the disclosures, and whether the consolidated financial
statements represent the underlying transactions and events in a manner that achieves
fair presentation.

« Obtain sufficient appropriate audit evidence regarding the financial information of the
entities or business activities within the Group to express an opinion on the consolidated
financial statements. We are responsible for the direction, supervision and performance
of the group audit. We remain solely responsible for our audit opinion.

We communicate with the Audit Committee regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

We also provide the Audit Committee with a statement that we have complied with relevant
ethical requirements regarding independence and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.

From the matters communicated with the Audit Committee, we determine those matters
that were of most significance in the audit of the consolidated financial statements of the
current period and are therefore the key audit matters. We describe these matters in our
auditor's report unless law or regulation precludes public disclosure about the matter or
when, in extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest benefits of such communication.

The engagement partner on the audit resulting in this independent auditor’'s report is Leung
Wai Lap, Philip.

’4412(

Ernst & Young

Certified Public Accountants
Hong Kong

14 March 2017




CAR Inc.

CONSOLIDATED STATEMENT OF PROFIT OR LOSS

Year ended 31 December 2016

Sental revenue
Sales of used vehicles
Total revenue

Depreciation of rental vehicles
Direct operating expenses

of rental services
Cost of sales of used vehicles

Gross profit

Other income and expenses, net

Selling and distribution
expenses

Administrative expenses

Finance costs

Share of profit of an associate

Profit before tax

Income tax expense

Profit for the year

Attributable to:

Owners of the parent

£arnings per share attributable

to ordinary equity holders of the parent

(R Y]

asic

Diluted

Notes

11

2016
RMB'000

5,015,716

1,438,242

6,453,958
(1,257,679)

(1,629,311)
1,480,922)

2,086,046
877,732
(65,093)

(554,129)
(590,779)

5,968

1,759,745

(300,154

1,459,591

1,459,591

____RMBO.617
RMBO.607

2015
RMB'000

4,399,251

603,468

5,002,719
(939,364)

(1,362,519)
(609,966)

2,090,870

669,821
(79,507)
(465,608)
(546,849)

1,668,727

(267,331)




CAR Inc.
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

Year ended 31 December 2016

2016 2015

RMB'000 RMB'000

Profit for the year 1,459,591 1,401,396
Other comprehensive income

for the year, net of tax - -
Total comprehensive income

for the year 1,459,591 1,401,396

Attributable to:
Owners of the parent 1,459,591 1,401,396




CAR Inc.

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at 31 December 2016

NON-CURRENT ASSETS
Rental vehicles

Other property, plant and equipment
Finance lease receivables - non-current

Prepayments

Prepaid land lease payments

Goodwill

Other intangible assets

Investment in an associate

Investments in equity shares
and redeemable preference shares

Rental deposits

Deposits for sale-leaseback
borrowings - non-current

Restricted cash

Deferred tax assets

Other non-current assets

Total non-current assets

CURRENT ASSETS
Inventories
Trade receivables
Amounts due from related parties
Prepayments, deposits and
other receivables
Finance lease receivables - current
Deposits for sale-leaseback
borrowings - current
Restricted cash
Cash and cash equivalents

Total current assets

CURRENT LIABILITIES

Trade payables

Other payables and accruals

Advances from customers

Interest-bearing bank and
other borrowings

Amounts due to related parties

Income tax payable

Total current liabilities
NET CURRENT ASSETS

TOTAL ASSETS LESS
CURRENT LIABILITIES

12
13
14
15
16
17
18
19

20

24
29

21
22
38

23
14

24
24

25

26

27
38

31 December 31 December

2016 2015
RMB'000 RMB'000
9,176,738 9,338,873
491,942 320,185
100,798 43,309
12,940 29,231
60,405 62,019
6,728 6,659
154,085 159,745
32,378 =
3,073,706 2,042,103
12,306 8,150

a 30,000

1,300 =
122,575 63,662
9,609 g
13,255,510 12,103,936
233,448 111,743
99,639 239,360
556,201 475,852
1,172,089 1,258,347
119,171 112,170
30,000 -

- 53,129
5,723,161 1,987,878
7,933,709 4,238,479
72,668 21,000
999,353 465,526
331,264 192,928
2,425,391 1,154,411
33,861 2,585
138,599 52,708
3,561,136 1,889,158
4,372,573 2,349,321
17,628,083 14,453,257

continued/...



CAR Inc.

CONSOLIDATED STATEMENT OF FINANCIAL POSITION (CONTINUED)

As at 31 December 2016

TOTAL ASSETS LESS
CURRENT LIABILITIES

NON-CURRENT LIABILITIES
Senior notes
Interest-bearing bank and
other borrowings
Deposits received for rental vehicles
Deferred tax liabilities

Total non-current liabilities
Net assets

EQUITY

Equity attributable to owners of the
parent

Share capital

Treasury shares

Reserves

Retained earnings

Total equity

Notes

28

27

29

30
30
32

10

31 December 31 December

RM

2016 2015
B'000 RMB'000

17,628,083 14,453,257

5,435,942 5,062,032
3,820,742 2,168,714
1,173 3,550
151,620 119,640

9,409,477 _ 7,353,936

8,218,606 _7,099,321

(
571

144 147
8,474) .
1,881 5,951,865

2,515,055 1,147,309

Yifan SONG
Director




CAR Inc.

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Year ended 31 December 2016

Attributable to owners of the parent

Retained

Share earnings/
Share Merger Statutory Share option Treasury (accumulated Total
capital reserve* reserve® premium* reserve* shares losses) equity

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000  RMB'000
As at 1 January 2015 145 2,382,719 14,753 3,183,161 181,780 = (172,974) 5,589,584
Profit for the year - - © < . = 1,401,396 1,401,396

Other comprehensive
income for the year = - - - - : - -

Total comprehensive

income for the year . # ¥ % . # 1,401,396 1,401,396
Appropriation of

statutory reserve - = 81,113 - . » (81,113) .
Exercise of share

options (note 31) 2 - - 138,077 (115,739 = - 22,340
Equity-settied share option

arrangements (note 31) £ = = s 86,001 = £ 86,001
As at 31 December 2015 147 2,382,719 95,866 3,321,238 152,042 = 1,147,309 7,099,321

Profit for the year - = = * b 2 1,459,591 1,459,591
Other comprehensive
income for the year = = = s = £ - &

Total comprehensive

income for the year - - - = = " 1,459,591 1,459,591
Appropriation of

statutory reserve - m 91,845 2 . - (91,845) 4
Repurchase of shares z - » - - (430,919) - (430,919)
Cancellation of shares (4) * - (422,441) - 422,445 2 =
Exercise of share

options (note 31) 1 - - 40,666 (30,594) - & 10,073
Equity-settied share option

arrangements (note 31) % - z - _ 80,540 = " 80,540
As at 31 December 2016 144 2,382,719 _187.711 2,939,463 201,988 _ (8,474)_ 2,515,055 8,218,606

* These reserve accounts comprise the consolidated reserves of RMB5,711,881,000 (2015: RMB5,951,865,000) in
the consolidated statement of financial position.
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CAR Inc.

CONSOLIDATED STATEMENT OF CASH FLOWS

Years ended 31 December 2016

Notes
CASH FLOWS FROM
OPERATING ACTIVITIES
Profit before tax
Adjustments for:
Finance costs 6
Share of profit of an associate
Interest income 5
Loss on disposal of items of
other property,
plant and equipment ¥
Gain on disposal of subsidiaries 5
Fair value gain on investments
in equity shares and
redeemable preference shares 5
Depreciation of rental vehicles 12
Depreciation of other
property, plant and
equipment 13
Amortisation of other
intangible assets 18
Amortisation of prepaid
land lease payments 16
Impairment of trade receivables 22
Exchange loss
Equity-settled share
option expenses 31

Increase in rental vehicles

Decrease/(increase) in trade receivables

Increase in amounts due from related parties

(Increase)/decrease in inventories

Decrease/(increase) in prepayments and
other receivables

Increase/(decrease) in trade payables

Increase/(decrease) in amounts due to
related parties

Increase advances from customers

Increase other payables and accruals

(Increase)/decrease finance lease receivables

Tax paid

NET CASH FLOWS FROM/(USED IN)
OPERATING ACTIVITIES

12

2016 2015
RMB'000 RMB'000
1,759,745 1,668,727
590,779 546,849
(5,968) *
(19,925) (25,248)
119 72
(113,101) .
(1,031,603) (797,095)
1,257,679 939,364
64,794 37,910
9,816 10,332
1,614 i,252
30,289 41,942
371,616 253,015
80,540 86,001
2,996,394 2,763,121
(1,095,544) (5,044,043)
109,432 (64,964)
(45,824) (455,783)
(123,739) 10,162
77,288 (193,680)
51,668 (3,671)
31,276 (4,122)
138,336 157
230,769 20,785
(64,490) 132,503
(231,272 (215,576)
2,074,294 (3,055.111)
continued/...




CAR Inc.

CONSOLIDATED STATEMENT OF CASH FLOWS (CONTINUED)

Years ended 31 December 2016

2016 2015
Notes RMB'000 RMB'000
CASH FLOWS FROM
INVESTING ACTIVITIES
Purchases of items of other property, plant
and equipment (273,845) (178,634)
Proceeds from disposal of items of other property,
plant and equipment 9 453
Purchases of other intangible assets (5,174) (11,706)
Additions to prepaid land lease payments . (57,809)
Acquisition of subsidiaries (2,050) (695)
Disposal of subsidiaries 34 (3,662) -
Acqguisition of an associate 33 (26,410) B
Investments in equity shares and
redeemable preference shares (1,245,008)
Redemption of available-for-sale
investments 1,570,000
Purchase of available-for-sale investments = (500,000)
Interest received 18,227 25,353
NET CASH FLOWS USED IN
INVESTING ACTIVITIES (292,905) (398,046)
CASH FLOWS FROM
FINANCING ACTIVITIES
Deposits for borrowings - (30,000)
Restricted cash 51,829 -
Proceeds from bank and other borrowings 4,544,452 2,958,668
Repayments of bank and other borrowings (1,706,436) (3,295,850)
Proceeds from exercise of share options 10,073 22,340
Repurchase of shares (430,919) =
Sroceeads from senior notes . 4,820,605
nterest paid (582,218) (409,911)
NET CASH FLOWS FROM
FINANCING ACTIVITIES 1,886,781 4,065,852
NET INCREASE IN CASH
AND CASH EQUIVALENTS 3,668,170 612,695
“=<h and cash equivalents at beginning of year 1,987,878 1,352,435
S#f=ct of foreign exchange rate changes, net 67,113 22,748
CASH AND CASH EQUIVALENTS
AT END OF YEAR 5,723,161 1,987,878

13
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CONSOLIDATED STATEMENT OF CASH FLOWS (CONTINUED)

Years ended 31 December 2016

Notes
ANALYSIS OF BALANCES OF
CASH AND CASH EQUIVALENTS
Cash and bank balances 24
Non-pledged time deposits with original maturity
of less than three months when acquired 24

Cash and cash equivalents as stated in the
statement of financial position

Cash and cash equivalents as stated
in the statement of cash flows

14

2016
RMB'000

5,291,737

431,424

5,723,161

— 5,723,161

2015
RMB'000

1,473,018

514,860

- 1,987,878

1,987,878




CAR Inc.

NOTES TO FINANCIAL STATEMENTS

As at 31 December 2016

1.

CORPORATE AND GROUP INFORMATION

China Auto Rental Inc. (the “"Company”) was incorporated as an investment holding
company under the laws of the Cayman Islands on 25 April 2014, and changed its name
to CAR Inc. on 17 June 2014. The registered and correspondence address is Box 2681,
Cricket Square, P.O., Grand Cayman KY1-1111, Cayman Islands. The Group is

principally engaged in the car rental business.

Information about subsidiaries and the controlled structured entity

Particulars of the Company's subsidiaries and the controlled structured entity are as

follows:

Name

JEET R E
AHIRAHE
Beijing China Auto
Rental Co., Ltd.
("CAR Beijing™)

HE NS EE
AHIRAHE
Chongging China Auto
Rental Co., Ltd.

BN R
AHIRAHE
Shanghai Shenzhou
Huadong Auto Rental
Co., Ltd.

Egl P E
AHIRAHE
Beijing Kaipu Parking
Management Co., Ltd.
(“Beijing Kaipu')

S R EFE
AIRAE
Wuxi China Auto Rental
Co., Ltd.

R S
HRRAHE
Guangzhou China Auto
Rental Co., Ltd.

IEdtRAREHE
HIRAE

Beijing Beichen Auto
Rental Co., Ltd.

Place of
incorporation/
registration
and business

PRC/Mainland China

PRC/Mainland China

PRC/Mainland China

PRC/Mainland China

PRC/Mainland China

PRC/Mainland China

PRC/Mainland China

15

Particulars
of issued
shares held

RMB
378 million

RMB
0.3 million

RMB
9 million

RMB
5 million

RMB
2.01 million

RMB
1 million

RMB
35 million

Percentage of

equity interest

attributable to
the Company Principal
Direct Indirect activities

100 Car rental

- 100 Car rental

- 100 Car rental

- 100 Vehicle
parking
management

100 Car rental

100 Car rental

100 Car rental

continued/...



CAR Inc.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

As at 31 December 2016

1. CORPORATE AND GROUP INFORMATION (CONTINUED)

Information about subsidiaries and the controlled structured entity (continued)

Particulars of the Company's subsidiaries are and the controlled structured entity as

follows: (continued)

Name

LT
ARAFE]
Guiyang Jinglv
Trade Co., Ltd.

JC T EE R
MR AR A E]

Beijing Dashihang Warwick

Labor Services Co., Ltd.

China Auto Rental
Limited (formerly known
as Legend Capital
Management (Hong Kong)
Limited and LC Industrial
Investment Limited)

i S R==A{132))
HIRAHE
Lianhui Auto (Langfang)
Co., Ltd. (formerly known
as United Auto (Langfang)
Co., Ltd.)

R R R
RBARAE
Shanghai Taichang
Auto Driving Service
Co., Ltd.

JE-RRREEE
AIRAT]

Beijing Carl Auto
Rental Co., Ltd.

Main Star Global Limited

Haike Leasing (China)
Limited

JRREAE B
HMRAHE
Haike Leasing (Beijing)
Limited

Place of

Percentage of

equity interest

incorporation/ Particulars attributable to

registration of issued the Company Principal

and business shares held Direct Indirect activities

PRC/Mainland China RMB 100 Car rental
30,000

PRC/Mainland China RMB 100 Car rental
5 million

Hong Kong uss 100 Investment
200

PRC/Mainland China uss 100 Processing

500 million and

manufacture

of auto

parts

PRC/Mainland China RMB 100 Chauffeured

0.2 million services

PRC/Mainland China RMB 100 Car rental
0.5 million

British Virgin uss 100  Investment

Islands 2 holding

Hong Kong HKS 100 Investment

1 holding

PRC/Mainland China uss 100 Car rental
199 million

continued/...
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CAR Inc.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

As at 31 December 2016

1. CORPORATE AND GROUP INFORMATION (CONTINUED)

Information about subsidiaries and the controlled structured entity (continued)

Particulars of the Company's subsidiaries and the controlled structured entity are as

follows: (continued)

Name

TERRNEE (R
AHIRAFE
Haike Leasing (Fujian)
Limited

TERREEE (9
AIRAE

Haoke Leasing (Shanghai)

Limited

N AT E P ED
AMRAHE

Shenzhou Used Car (China)

Limited (“Zhunxinche™)

[ N B R B
HIRAHE
Guangzhou Shenzhou
Auto Rental Co., Ltd.

J& I T AR S HAEE
HIRAHE
Guangzhou Anmiao
Auto Repair Co., Ltd.

IRAN[EA Ry o=k 4
AHIRAHE
Hangzhou Guojia
Mingliu Auto
Repair Co., Ltd.

[EFTH BN E 4 (e
AR AR E]

Xiamen Junzhou Auto

Repair Service Co., Ltd.

FE IR AR RS
HRRAHE
Nanjing Zhaohe Auto
Service Co., Ltd.
("Nanjing ZH™)

YT E AR
PR A MR A
Shenzhen Fugang Auto

Repair Service Co., Ltd.

(“Shenzhen Fugang')

Place of
incorporation/
registration
and business

PRC/Mainland China

PRC/Mainland China

Hong Kong

PRC/Mainland China

PRC/Mainland China

PRC/Mainland China

PRC/Mainland China

PRC/Mainland China

PRC/Mainland China

17

Particulars
of issued
shares held

uss
49 million

RMB
1,760 million

HKS

RMB
1 million

RMB
0.5 million

RMB
0.3 million

RMB
1 million

RMB
0.5 million

RMB
0.58 million

Direct

Percentage of
equity interest
attributable to

the Company
Indirect

100

100

100

100

100

100

100

100

100

Principal
activities

Car rental

Car rental

Investment
holding

Car rental

Auto repair
service

Auto repair
service

Auto repair
service

Auto repair
service

Auto repair
service

continued/...



CAR Inc.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

As at 31 December 2016

1.

CORPORATE AND GROUP INFORMATION (CONTINUED)

Information about subsidiaries and the controlled structured entity (continued)

Particulars of the Company's subsidiaries and the controlled structured entity are as

follows: (continued)

Percentage of

Place of equity interest
incorporation/ Particulars attributable to
registration of issued the Company Principal
Name and business shares held Direct Indirect activities
EVDHENR B4 E PRC/Mainland China RMB 100 Auto repair
EIRFTAHE 0.5 million service
Changsha China Auto
Repair Co., Ltd.

T HFUS EEAEE PRC/Mainland China RMB 100  Auto repair
AIRAE 0.5 million service
Jinan Shenyuan
Auto Repair Co., Ltd.

("Jinan Shenyuan™)

RS AR PRC/Mainland China RMB 100 Auto repair
BIRAH] 0.3 million service
Wuhan Kaipu Auto
Service Co., Ltd.

("Wuhan Kaipu")

Premium Auto Rental Hong Kong uss 100 Investment
(China) Limited 10,000 holding
("Premium')

Rent A Car Holdings Hong Kong HKS 100 Investment
(HK) Limited 7 holding
("Rent A Car™)

M5 ERE (BE) PRC/Mainland China uss 100 Car rental
HIRAH] 31.14 million
Hertz Rent A Car
(Shanghai) Co., Ltd.

("RAC SH™)

iR BHE (ER) PRC/Mainland China uss 100 Car rental

AIRAE 22 million
You An Auto Rental

(Beijing) Co., Ltd.

(formerly known as

Hertz Rent A Car

(Beijing) Co., Ltd.)

("RAC BJ")

EINEESEEE PRC/Mainland China RMB 100 Car rental
HMRAHE 19 million
Guangzhou Zhuoyue Auto
Rental Co., Ltd. (formerly
known as Hertz Rent A Car
(Guangzhou) Co., Ltd.)

("RAC GZ")
continued/...
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CAR Inc.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
As at 31 December 2016

1. CORPORATE AND GROUP INFORMATION (CONTINUED)

Information about subsidiaries and the controlled structured entity (continued)
Particulars of the Company's subsidiaries and the controlled structured entity are as
follows: (continued)

Percentage of

Place of equity interest
incorporation/ Particulars attributable to
registration of issued the Company Principal

Name and business shares held Direct Indirect activities

WSS AE | ST PRC/Mainland China uss$ - 100 Consulting
ARBELEAT] 0.14 million
Shanghai Bizi
International Car
Rental Consulting Co., Ltd.

("Shanghai Hertz")

VRIS TR R IR TS PRC/Mainland China RMB - 100 Consulting
HIRAHE 0.5 million
Haikou Shenzhou
Changxing Travel
Service Co., Ltd.

RER S A4S PRC/Mainland China RMB - 100  Auto repair
HIRAE 0.1 million service
Chengdu Shuangxin
Auto Repair Co., Ltd.

("Chengdu SX™)

N R Y S E A PRC/Mainland China RMB - 100 Auto repair
IREATRAE 1 million service
Zhengzhou Zhongdeli
Auto Repair Service Co.,

Ltd. ("Zhengzhou ZD")

=iy R EAEE PRC/Mainland China RMB - 100 Auto repair
HIRAE 0.5 million service
Sanya Kaipu
Auto Repair Co., Ltd.

EEYNRELEE PRC/Mainland China RMB - 100 Auto repair
IR ARAE 0.5 million service
Chongging Kaizhou
Auto Repair Service Co.,

Ltd. ("CQ Kaizhou™)

RIS 4EE PRC/Mainland China RMB - 100  Auto repair
REARAE] 0.5 million service
Shanghai Kaipu

Auto Repair Service
Co., Ltd.

L FERC R HEHE PRC/Mainland China RMB - 100  Autorepair
BIREEAHE 1 million service

Beijing Huawei
Auto Repair Co., Ltd.
(“Beijing HW™)

continued/...
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CAR Inc.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

As at 31 December 2016

1.

CORPORATE AND GROUP INFORMATION (CONTINUED)

Information about subsidiaries and the controlled structured entity (continued)

Particulars of the Company's subsidiaries and the controlled structured entity are as

follows: (continued)

Name

THPNFHER (OR0#)
HIRAHE
China Auto Rental
(Tianjin) Co., Ltd.

JE e G 2 Y
AR ATRAE]
Beijing Shenzhou
Changda Auto Service
Co., Ltd.

EEBHES ORELAE
AR AIRAE]
Kunming Wanzhong
Auto Repair
Service Co., Ltd.
("Kunming WZ'")

RIFEMHIEHE
HRRAHE
Tianjin China
Auto Rental Co., Ltd.

KRELSEMAE
HIRAHE
Tianjin Youpin
Auto Rental Co., Ltd.

SRS R
HEBEAIRAE

Qingdao Fulianhua Xinruo

Auto Repair Co., Ltd.
("Qingdao FLH™)

HEINIUREHEER
AR AE
Chongging Zhoukai
Auto Sales Consulting
Co., Ltd.

SR GRS {5 B
AIRAE]
Haike (Pingtan)

Information Technology

Co., Ltd.
(“Haike Pingtan")

Place of

Percentage of
equity interest

incorporation/ Particulars attributable to

registration of issued the Company Principal

and business shares held Direct Indirect activities

PRC/Mainland China uss 100 Car rental
100 million

PRC/Mainland China RMB 100 Auto repair

3 million service

PRC/Mainland China RMB 100  Auto repair

0.3 million service

PRC/Mainland China RMB 100 Car rental
50 million

PRC/Mainland China RMB 100 Car rental
50 million

PRC/Mainland China RMB 100 Auto repair

0.5 million service

PRC/Mainland China RMB 100 Sale of

3 million used cars and

consultation

service

PRC/Mainland China RMB 100 Car rental

100 million information
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CAR Inc.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

As at 31 December 2016

1.

CORPORATE AND GROUP INFORMATION (CONTINUED)

Information about subsidiaries and the controlled structured entity (continued)

Particulars of the Company's subsidiaries and the controlled structured entity are as

follows: (continued)

Name

Fir i ) NFH =
HRRAHE]
Lhasa China Auto
Rental Co., Ltd.

WO A IR
AIRAFE]
Dongguan Xinfa Auto

Repair Service Co., Ltd.

("Dongguan XF")

N ERE AR AE
China Auto Rental
Investment Inc.

PHL IR IR
AIRAHE]
Xi'an Zhongde Auto

Repair Service Co., Ltd.

Pl P 2t R P A 5 )
BIRAHE
Shanxi Dika'er Business
Consulting Service Co.,
Ltd.

FRINFIN R
BIRAFE
Suzhou China Auto
Rental Co., Ltd.

TRREE TS )
HIRAHE
Haike Leasing (Tianjin)
Limited

EBHMIR 4RSS
AHIRAE
Shanghai Kaixu Auto
Repair Service Co., Ltd.
("Shanghai Kaixu")

INFHE(EFDEIR
A
China Auto Rental
(Xiamen) Co., Ltd.

Place of
incorporation/
registration
and business

PRC/Mainland China

PRC/Mainland China

British Virgin
Islands

PRC/Mainland China

PRC/Mainland China

PRC/Mainland China

PRC/Mainland China

PRC/Mainland China

PRC/Mainland China

21

Particulars
of issued
shares held

RMB
100 million

RMB
0.3 million

uss

RMB
0.5 million

RMB
3 million

RMB
1 million

RMB
1600 million

RMB
0.5 million

RMB
30 million

Percentage of
equity interest
attributable to

the Company
Direct Indirect
100

100

100 -

100

100

100

100

100

100

Principal
activities

Car rental and
consultation
service

Sale of used
cars and auto
repair service

Investment
holding

Auto repair

service

Car rental
and sale of
used cars

Car rental

Car rental

Auto repair
service

Car rental

continued/...



CAR Inc.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

As at 31 December 2016

1.

CORPORATE AND GROUP INFORMATION (CONTINUED)

Information about subsidiaries and the controlled structured entity (continued)
Particulars of the Company's subsidiaries and the controlled structured entity are as
follows: (continued)

Percentage of

Place of equity interest
incorporation/ Particulars attributable to
registration of issued the Company Principal
Name and business shares held Direct Indirect activities
RN P ISR PRC/Mainland China RMB - 100 Consulting
HIRAHE 5 million
Suzhou Kaipu Business
Consulting Co., Ltd.
("SZ Kaipu™)
pt DR Y S| PRC/Mainland China RMB - 100 Consulting
HIRAHE 5 million
Taiyuan Shenzhou Auto
Information Service Co.,
Ltd. ("Taiyuan SZ")
T MNFHEE (D PRC/Mainland China uss - 100 Car rental
HIRAHE 10 million
China Auto
Rental Co., Ltd.
SR NS TR RS E 5% PRC/Mainland China RMB - 100 Management
HRRAHE 5 million
Hunan Shenzhou
Changyuan Business
Information Service Co.,
Ltd. ("HN SZ Changyuan")
IR EZ R PRC/Mainland China RMB - 100 IT service
HIRAE 0.5 million
Beijing AoXiang Jiaye
Technology Co., Ltd.
(“Beijing AX™)
JL R AR, PRC/Mainland China RMB - 100 IT service
BIRFHEAH] 0.3 million
Beijing Qunshi Chuang
Wei Technology Co., Ltd.
("Beijing QS™)
FPNFE BB P (REED) PRC/Mainland China RMB - 100 IT service
BIRAF* 20 million
China Auto Rental
E-Commerce (Fujian) Co.,
Ltd. ("CAR EC Fujian™)
TNFHEE (5 BT (Ei) PRC/Mainland China uss - 100 IT service
HIRAHE 100 million

China Auto Rental
Information Technology
(Fujian) Co., Ltd.
("CARITFJ™)

continued/...
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CAR Inc.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

As at 31 December 2016

1.

CORPORATE AND GROUP INFORMATION (CONTINUED)

Information about subsidiaries and the controlled structured entity (continued)

Particulars of the Company's subsidiaries and the controlled structured entity are as

follows: (continued)

Place of

incorporation/

registration

Name and business

FNFE AR S P (HEER) PRC/Mainland China
HIRAHE
China Auto Rental Service
Management (Fujian) Co.,
Ltd. ("CARFJ")

NS R S e R s PRC/Mainland China
EIRAH]

Changsha Shenzhou Xin Zhe
Business Consulting Co., Ltd.
("Changsha Xinzhe")

SRR AR PRC/Mainland China
ARAFE]
Guangdong Quancheng
Auto Rental Co., Ltd.

SR (TEED {5 BBl PRC/Mainland China
HIRAHE

Haishen (Fujian)

Information Technology

Co., Ltd. ("Haishen FJ")

PASE =T REEY SEs &} PRC/Mainland China
HIRAHE
Tianjin Haike Information
Technology Co., Ltd.
("Tianjin Haike™)

KRBT RELEE PRC/Mainland China
AR AHE
Tianjin Kaipu Auto
Repair Co., Ltd.
("TJ Kaipu™)

FIITEE R IR PRC/Mainland China
HRRAHE
Shenzhen Kaipu Auto
Repair Service Co., Ltd.

&N T 228 R4S PRC/Mainland China
HRRAHE

Guangzhou Anxin Auto

Repair Co., Ltd.

POERN S BN HAE PRC/Mainland China
HIRAHE
Wuhan Shenzhou Kaipu
Auto Repair Co., Ltd.
("Wuhan Shenzhou Kaipu™)

23

Particulars
of issued
shares held

uss
50 million

RMB
5 million

RMB
10 million

uss
100 million

RMB
10 million

RMB
0.5 million

RMB
0.5 million

RMB
0.5 million

RMB
0.5 million

Percentage of
equity interest
attributable to

the Company
Direct Indirect

100

100

100

100

100

100

100

100

100

Principal
activities

Car rental

Consulting

Car rental

IT service

IT service

Auto repair
service

Auto repair
service

Auto repair
service

Auto repair
service

continued/...



CAR Inc.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
As at 31 December 2016

1. CORPORATE AND GROUP INFORMATION (CONTINUED)

Information about subsidiaries and the controlled structured entity (continued)
Particulars of the Company's subsidiaries and the controlled structured entity are as
follows: (continued)

Percentage of
equity interest

incorporation/ Particulars attributable to
registration of issued the Company Principal

Name and business shares held Direct Indirect activities

RERYE S B A B IR PRC/Mainland China RMB - 100  Autorepair
HIRAHE 0.5 million service
Chengdu Kaipu Auto
Repair Service Co., Ltd.

CAR Holdings Limited Hong Kong uss - 100 Investment
(HK) 1 holding

RN B ZE R EHIR PRC/Mainland China RMB - 100  Autorepair
HIRAHE 1 million service
Suzhou Jin Shan Jin Mei
Auto Service Co., Ltd.

("Jin Shan Jin Mei")

1A BB S EAEE PRC/Mainland China RMB - 100 Auto repair
AR AE 5 million service
Harbin Kaipu Auto
Repair Service Co.,

Ltd.

LT EYE R4 PRC/Mainland China RMB - 100  Autorepair
HIRAE 5 million service
Foshan Jianxin Auto
Repair Service Co., Ltd.

("Foshan Jianxin")

BN S 4 PRC/Mainland China RMB - 100  Autorepair
RSB R A 1 million service
Fuzhou Kaipu Auto
Repair Co., Ltd.

THEE Y5 A SRS PRC/Mainland China RMB - 100  Autorepair
AIRAE 0.5 million service
Xining Kaipu Auto
Repair Co., Ltd.

PaZ e R B4 IE IR PRC/Mainland China RMB - 100  Autorepair
AIRAE 0.5 million service
Xian Kaipu Auto Repair
Co., Ltd.
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CAR Inc.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

As at 31 December 2016

1. CORPORATE AND GROUP INFORMATION (CONTINUED)

Information about subsidiaries and the controlled structured entity (continued)

Particulars of the Company's subsidiaries and the controlled structured entity are as
follows: (continued)

*

A series of contractual agreements (the “Structured Contracts”) was effectuated on 1 July
2015 among CAR EC Fujian, Haike Pingtan, Mr. Chen Min and Mr. Wang Shuangyun (collectively,
the “Registered Shareholders™) who are the legal shareholders of CAR EC Fujian.

The Structured Contracts provide the Group, through Haike Pingtan, with effective control over
CAR EC Fujian. In particular, Haike Pingtan undertakes to provide CAR EC Fujian with certain
technical services as required to support their operations. In return, Haike Pingtan is entitled
to substantially all of the operating profits and residual benefits generated by CAR EC Fujian
through intercompany charges levied on these services rendered. The Registered Shareholders
are also required to transfer their interests in CAR EC Fujian to Haike Pingtan’s designee upon
a request made by Haike Pingtan when permitted by the PRC laws for a consideration, as
permitted under the PRC laws. The ownership interests in CAR EC Fujian have also been pledged
by the Registered Shareholders to Haike Pingtan in respect of the continuing obligations of CAR
EC Fujian. Haike Pingtan intends to continuously provide to or assist CAR EC Fujian in obtaining
financial support when deemed necessary. Accordingly, Haike Pingtan has rights to variable
returns from its involvement with CAR EC Fujian and has the ability to affect those returns
through its power over CAR EC Fujian.

As aresult, CAR EC Fujian was accounted for as a controlled structured entity of the Group. The
formation of the Structured Contracts for CAR EC Fujian was accounted for as a transaction
without substance and the Group consolidated CAR EC Fujian as if it was in the Group from date
of incorporation as at 29 April 2015.
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CAR Inc.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

As at 31 December 2016

2.1

BASIS OF PRESENTATION

These financial statements have been prepared in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs™) (which include all Hong Kong Financial Reporting
Standards, Hong Kong Accounting Standards (“HKASs™) and Interpretations) issued by
the Hong Kong Institute of Certified Public Accountants (“HKICPA™), accounting
principles generally accepted in Hong Kong and the disclosure requirements of the Hong
Kong Companies Ordinance. They have been prepared under the historical cost
convention. These financial statements are presented in Renminbi (“RMB"), with values
rounded to the nearest thousand except when otherwise indicated.

Basis of consolidation

The consolidated financial statements include the financial statements of the Company
and its subsidiaries (collectively referred to as the “Group”) for the year ended 31
December 2016. A subsidiary is an entity (including a structured entity), directly or
indirectly, controlled by the Company. Control is achieved when the Group is exposed,
or has rights, to variable returns from its involvement with the investee and has the
ability to affect those returns through its power over the investee (i.e., existing rights
that give the Group the current ability to direct the relevant activities of the investee).

When the Company has, directly or indirectly, less than a majority of the voting or
similar rights of an investee, the Group considers all relevant facts and circumstances
in assessing whether it has power over an investee, including:

(@)the contractual arrangement with the other vote holders of the investee;

(b)rights arising from other contractual arrangements; and

(c) the Group's voting rights and potential voting rights.

The financial statements of the subsidiaries are prepared for the same reporting year
as the Company, using consistent accounting policies. The results of subsidiaries are
consolidated from the date on which the Group obtains control, and continue to be
consolidated until the date that such control ceases.

Profit or loss and each component of other comprehensive income are attributed to the
owners of the parent of the Group and to the non-controlling interests, even if this
results in the non-controlling interests having a deficit balance. All intra-group assets
and liabilities, equity, income, expenses and cash flows relating to transactions between
members of the Group are eliminated in full on consolidation.

The Group reassesses whether or not it controls an investee if facts and circumstances
indicate that there are changes to one or more of the three elements of control
described above. A change in the ownership interest of a subsidiary, without a loss of
control, is accounted for as an equity transaction.

If the Group loses control over a subsidiary, it derecognises (i) the assets (including
goodwill) and liabilities of the subsidiary, (ii) the carrying amount of any non-controlling
interest and (iii) the cumulative translation differences recorded in equity; and
recognises (i) the fair value of the consideration received, (ii) the fair value of any
investment retained and (iii) any resulting surplus or deficit in profit or loss. The Group's
share of components previously recognised in other comprehensive income is
reclassified to profit or loss or retained profits, as appropriate, on the same basis as
would be required if the Group had directly disposed of the related assets or liabilities.
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CAR Inc.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

As at 31 December 2016

2.2

2.3

BASIS OF PREPARATION

These consolidated financial statements are prepared for the purpose of fulfilling the
regulatory requirements in connection with the public offering of the Company’s bonds
denominated in RMB, which will be listed on the Shanghai Stock Exchange in the PRC.
They have been prepared in accordance with HKFRSs issued by the HKICPA, accounting
principles generally accepted in Hong Kong and the disclosure requirements of the Hong
Kong Companies Ordinance.

Onthe same date, the directors of the Company authorised to issue the general purpose
consolidated financial statements of the Group which are prepared in accordance with
the International Financial Reporting Standards (“IFRSs”) (which include all
International Financial Reporting Standards, International Accounting Standards
("1ASs™) and Interpretations) issued by the International Accounting Standard Board
("1ASB™), accounting principles generally accepted in Hong Kong and the disclosure
requirements of the Hong Kong Companies Ordinance (the "IFRSs Financial
Statements”). The IFRSs Financial Statements are included in the Company's annual
report and published on the Hong Kong Stock Exchange Web Site.

CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES

The Group has adopted the following new and revised standards for the first time for
the current year's financial statements.

Amendments to HKFRS 10, Investment Entities: Applying the Consolidation
HKFRS 12 and HKAS 28  Exception

Amendments to HKFRS 11 Accounting for Acquisitions of Interests in

Joint Operations

HKFRS 14 Regqulatory Deferral Accounts

Amendments to HKAS 1 Disclosure Initiative

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

Amendments to HKAS 16 Agriculture: Bearer Plants

and HKAS 41
Amendments to HKAS 27 Equity Method in Separate Financial Statements
Annual Improvements Amendments to a number of HKFRSs

2012-2014 Cycle

The adoption of the above revised standards has had no significant financial effect on
these financial statements.
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CAR Inc.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

As at 31 December 2016

2.4

ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL REPORTING

STANDARDS

The Group has not applied the following new and revised HKFRSs, that have been issued
but are not yet effective, in these financial statements.

Amendments to HKFRS 2

HKFRS 9

Amendments to HKFRS 10
and HKAS 28

Amendments to HKFRS 4

HKFRS 15
Amendments to HKFRS 15

HKFRS 16
Amendments to HKAS 7
Amendments to HKAS 12

AW N =

Classification and Measurement of Share-based Payment
Transactions?

Financial Instruments?

Sale or Contribution of Assets between an Investor and
its Associate or Joint Venture?

Applying HKFRS 9 Financial Instruments with HKFRS 4
Insurance Contracts?

Revenue from Contracts with Customers?

Clarifications to HKFRS 15 Revenue from Contracts
with Customers?

Leases3

Disclosure Initiative?

Recognition of Deferred Tax Assets for
Unrealised Losses!

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

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

As at 31 December 2016

2.4

ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL REPORTING
STANDARDS (CONTINUED)

Further information about those HKFRSs that are expected to be applicable to the Group
is as follows:

The HKICPA issued amendments to HKFRS 2 in June 2016 that address three main
areas: the effects of vesting conditions on the measurement of a cash-settled share-
based payment transaction; the classification of a share-based payment transaction
with net settlement features for withholding a certain amount in order to meet the
employee’s tax obligation associated with the share-based payment; and accounting
where a modification to the terms and conditions of a share-based payment transaction
changes its classification from cash-settled to equity-settled. The amendments clarify
that the approach used to account for vesting conditions when measuring equity-settled
share-based payments also applies to cash-settled share-based payments. The
amendments introduce an exception so that a share-based payment transaction with
net share settlement features for withholding a certain amount in order to meet the
employee’s tax obligation is classified in its entirety as an equity-settled share-based
payment transaction when certain conditions are met. Furthermore, the amendments
clarify that if the terms and conditions of a cash-settled share-based payment
transaction are modified, with the result that it becomes an equity-settled share-based
payment transaction, the transaction is accounted for as an equity-settled transaction
from the date of the modification. The Group expects to adopt the amendments from 1
January 2018. The amendments are not expected to have any significant impact on the
Group's financial statements.

In July 2014, the HKICPA issued the final version of HKFRS 9, bringing together all
phases of the financial instruments project to replace HKAS 39 and all previous versions
of HKFRS 9. The standard introduces new requirements for classification and
measurement, impairment and hedge accounting. The Group expects to adopt HKFRS 9
from 1 January 2018. During 2016, the Group performed a high-level assessment of
the impact of the adoption of HKFRS 9. This preliminary assessment is based on
currently available information and may be subject to changes arising from further
detailed analyses or additional reasonable and supportable information being made
available to the Group in the future. The expected impacts arising from the adoption of
HKFRS 9 are summarised as follows:

(a)Classification and measurement

The Group does not expect that the adoption of HKFRS 9 will have a significant
impact on the classification and measurement of its financial assets. It expects to
continue measuring at fair value all financial assets currently held at fair value.
Equity investments currently held as available for sale will be measured at fair value
through other comprehensive income as the investments are intended to be held for
the foreseeable future and the Group expects to apply the option to present fair value
changes in other comprehensive income. Gains and losses recorded in other
comprehensive income for the equity investments cannot be recycled to profit or
loss when the investments are derecognised.
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CAR Inc.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

As at 31 December 2016

2.4 ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL REPORTING
STANDARDS (CONTINUED)

(b)Impairment

HKFRS 9 requires an impairment on debt instruments recorded at amortised cost or
at fair value through other comprehensive income, lease receivables, loan
commitments and financial guarantee contracts that are not accounted for at fair
value through profit or loss under HKFRS 9, to be recorded based on an expected
credit loss model either on a twelve-month basis or a lifetime basis. The Group
expects to apply the simplified approach and record lifetime expected losses that are
estimated based on the present value of all cash shortfalls over the remaining life of
all of its trade and other receivables. The Group will perform a more detailed analysis
which considers all reasonable and supportable information, including forward-
looking elements, for estimation of expected credit losses on its trade and other
receivables upon the adoption of HKFRS 9.

Amendments to HKFRS 10 and HKAS 28 address an inconsistency between the
requirements in HKFRS 10 and in HKAS 28 in dealing with the sale or contribution of
assets between an investor and its associate or joint venture. The amendments require
a full recognition of a gain or loss when the sale or contribution of assets between an
investor and its associate or joint venture constitutes a business. For a transaction
involving assets that do not constitute a business, a gain or loss resulting from the
transaction is recognised in the investor's profit or loss only to the extent of the
unrelated investor’s interest in that associate or joint venture. The amendments are to
be applied prospectively. The previous mandatory effective date of amendments to
HKFRS 10 and HKAS 28 was removed by the HKICPA in December 2015 and a new
mandatory effective date will be determined after the completion of a broader review of
accounting for associates and joint ventures. However, the amendments are available
for application now.

HKFRS 15 establishes a new five-step model to account for revenue arising from
contracts with customers. Under HKFRS 15, revenue is recognised at an amount that
reflects the consideration to which an entity expects to be entitled in exchange for
transferring goods or services to a customer. The principles in HKFRS 15 provide a more
structured approach for measuring and recognising revenue. The standard also
introduces extensive qualitative and quantitative disclosure requirements, including
disaggregation of total revenue, information about performance obligations, changes in
contract asset and liability account balances between periods and key judgements and
estimates. The standard will supersede all current revenue recognition requirements
under HKFRSs. In Apirl 2016, the HKASB issued amendments to HKFRS 15 to address
the implementation issues on identifying performance obligations, application guidance
on principal versus agent and licences of intellectual property, and transition. The
amendments are also intended to help ensure a more consistent application when
entities adopt HKFRS 15 and decrease the cost and complexity of applying the standard.
The Group expects to adopt HKFRS 15 on 1 January 2018 and is currently assessing
the impact of HKFRS 15 upon adoption.
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CAR Inc.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

As at 31 December 2016

2.4

ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL REPORTING
STANDARDS (CONTINUED)

HKFRS 16 replaces HKAS 17 Leases, IFRIC- 4 Determining whether an Arrangement
contains a Lease, SIC-15 Operating Leases - Incentives and SIC-27 Evaluating the
Substance of Transactions Involving the Legal Form of a Lease. The standard sets out
the principles for the recognition, measurement, presentation and disclosure of leases
and requires lessees to recognise assets and liabilities for most leases. The standard
includes two recognition exemptions for lessees - leases of low-value assets and short-
term leases. At the commencement date of a lease, a lessee will recognise a liability to
make lease payments (i.e., the lease liability) and an asset representing the right to use
the underlying asset during the lease term (i.e., the right-of-use asset). The right-of-use
asset is subsequently measured at cost less accumulated depreciation and any
impairment losses unless the right-of-use asset meets the definition of investment
property in HKAS 40. The lease liability is subsequently increased to reflect the interest
on the lease liability and reduced for the lease payments. Lessees will be required to
separately recognise the interest expense on the lease liability and the depreciation
expense on the right-of-use asset. Lessees will also be required to remeasure the lease
liability upon the occurrence of certain events, such as change in the lease term and
change in future lease payments resulting from a change in an index or rate used to
determine those payments. Lessees will generally recognise the amount of the
remeasurement of the lease liability as an adjustment to the right-of-use asset. Lessor
accounting under HKFRS 16 is substantially unchanged from the accounting under
HKAS 17. Lessors will continue to classify all leases using the same classification
principle as in HKAS 17 and distinguish between operating leases and finance leases.
The Group expects to adopt HKFRS 16 on 1 January 2019 and is currently assessing
the impact of HKFRS 16 upon adoption.

Amendments to HKAS 7 require an entity to provide disclosures that enable users of
financial statements to evaluate changes in liabilities arising from financing activities,
including both changes arising from cash flows and non-cash changes. The amendments
will result in additional disclosure to be provided in the financial statements. The Group
expects to adopt the amendments from 1 January 2017.

Amendments to HKAS 12 were issued with the purpose of addressing the recognition
of deferred tax assets for unrealised losses related to debt instruments measured at fair
value, although they also have a broader application for other situations. The
amendments clarify that an entity, when assessing whether taxable profits will be
available against which it can utilise a deductible temporary difference, needs to
consider whether tax law restricts the sources of taxable profits against which it may
make deductions on the reversal of that deductible temporary difference. Furthermore,
the amendments provide guidance on how an entity should determine future taxable
profits and explain the circumstances in which taxable profit may include the recovery
of some assets for more than their carrying amount. The Group expects to adopt the
amendments from 1 January 2017.
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Investments in an associate

An associate is an entity in which the Group has a long term interest of generally not
less than 20% of the equity voting rights and over which it is in a position to exercise
significant influence. Significant influence is the power to participate in the financial and
operating policy decisions of the investee, but is not control or joint control over those
policies.

The Group's investments in an associate is stated in the consolidated statement of
financial position at the Group's share of net assets under the equity method of
accounting, less any impairment losses. Adjustments are made to bring into line any
dissimilar accounting policies that may exist.

The Group's share of the post-acquisition results and other comprehensive income of
associates is included in the consolidated statement of profit or loss and consolidated
other comprehensive income, respectively. In addition, when there has been a change
recognised directly in the equity of the associate, the Group recognises its share of any
changes, when applicable, in the consolidated statement of changes in equity.
Unrealised gains and losses resulting from transactions between the Group and its
associate are eliminated to the extent of the Group’'s investments in the associate,
except where unrealised losses provide evidence of an impairment of the assets
transferred. Goodwill arising from the acquisition of associates is included as part of
the Group's investments in associates.

If an investment in an associate becomes an investment in a joint venture or vice versa,
the retained interest is not remeasured. Instead, the investment continues to be
accounted for under the equity method. In all other cases, upon loss of significant
influence over the associate, the Group measures and recognises any retained
investment at its fair value. Any difference between the carrying amount of the
associate upon loss of significant influence and the fair value of the retained investment
and proceeds from disposal is recognised in profit or loss.

When an investment in an associate is classified as held for sale, it is accounted for in
accordance with HKFRS 5 Non-current Assets Held for Sale and Discontinued Operations.

Business combinations and goodwill

Business combinations are accounted for using the acquisition method. The
consideration transferred is measured at the acquisition date fair value which is the sum
of the acquisition date fair values of assets transferred by the Group, liabilities assumed
by the Group to the former owners of the acquiree and the equity interests issued by
the Group in exchange for control of the acquiree. For each business combination, the
Group elects whether to measure the non-controlling interests in the acquiree that are
present ownership interests and entitle their holders to a proportionate share of net
assets in the event of liquidation at fair value or at the proportionate share of the
acquiree’s identifiable net assets. All other components of non-controlling interests are
measured at fair value. Acquisition-related costs are expensed as incurred.

When the Group acquires a business, it assesses the financial assets and liabilities
assumed for appropriate classification and designation in accordance with the
contractual terms, economic circumstances and pertinent conditions as at the
acquisition date. This includes the separation of embedded derivatives in host contracts
of the acquiree.
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Business combinations and goodwill (continued)

If the business combination is achieved in stages, the previously held equity interest is
remeasured at its acquisition date fair value and any resulting gain or loss is recognised
in profit or loss.

Any contingent consideration to be transferred by the acquirer is recognised at fair
value at the acquisition date. Contingent consideration classified as an asset or liability
is measured at fair value with changes in fair value recognised in profit or loss.
Contingent consideration that is classified as equity is not remeasured and subsequent
settlement is accounted for within equity.

Goodwill is initially measured at cost, being the excess of the aggregate of the
consideration transferred, the amount recognised for non-controlling interests and any
fair value of the Group's previously held equity interests in the acquiree over the
identifiable net assets acquired and liabilities assumed. If the sum of this consideration
and other items is lower than the fair value of the net assets acquired, the difference is,
after reassessment, recognised in profit or loss as a gain on bargain purchase.

After initial recognition, goodwill is measured at cost less any accumulated impairment
losses. Goodwill is tested for impairment annually or more frequently if events or
changes in circumstances indicate that the carrying value may be impaired. The Group
performs its annual impairment test of goodwill as at 31 December. For the purpose of
impairment testing, goodwill acquired in a business combination is, from the acquisition
date, allocated to each of the Group's cash-generating units, or groups of cash-
generating units, that are expected to benefit from the synergies of the combination,
irrespective of whether other assets or liabilities of the Group are assigned to those units
or groups of units.

Impairment is determined by assessing the recoverable amount of the cash-generating
unit (group of cash-generating units) to which the goodwill relates. Where the
recoverable amount of the cash-generating unit (group of cash-generating units) is less
than the carrying amount, an impairment loss is recognised. An impairment loss
recognised for goodwill is not reversed in a subsequent year.

Where goodwill has been allocated to a cash-generating unit (or group of cash-
generating units) and part of the operation within that unit is disposed of, the goodwill
associated with the operation disposed of is included in the carrying amount of the
operation when determining the gain or loss on the disposal. Goodwill disposed of in
these circumstances is measured based on the relative value of the operation disposed
of and the portion of the cash-generating unit retained.

Fair value measurement

The Group measures its derivative financial instruments and equity investments at fair
value at the end of each reporting year. Fair value is the price that would be received
to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date. The fair value measurement is based on the
presumption that the transaction to sell the asset or transfer the liability takes place
either in the principal market for the asset or liability, or in the absence of a principal
market, in the most advantageous market for the asset or liability. The principal or the
most advantageous market must be accessible by the Group. The fair value of an asset
or a liability is measured using the assumptions that market participants would use when
pricing the asset or liability, assuming that market participants act in their economic
best interest.
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Fair value measurement (Continued)

A fair value measurement of a non-financial asset takes into account a market
participant’s ability to generate economic benefits by using the asset in its highest and
best use or by selling it to another market participant that would use the asset in its
highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for
which sufficient data are available to measure fair value, maximising the use of relevant
observable inputs and minimising the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial
statements are categorised within the fair value hierarchy, described as follows, based
on the lowest level input that is significant to the fair value measurement as a whole:

Level 1 - based on quoted prices (unadjusted) in active markets for identical assets or
liabilities

Level 2 - based on valuation techniques for which the lowest level input that is
significant to the fair value measurement is observable, either directly or
indirectly

Level 3- based on valuation techniques for which the lowest level input that is
significant to the fair value measurement is unobservable

For assets and liabilities that are recognised in the financial statements on a recurring
basis, the Group determines whether transfers have occurred between levels in the
hierarchy by reassessing categorisation (based on the lowest level input that is
significant to the fair value measurement as a whole) at the end of each reporting period.

Impairment of non-financial assets

Where an indication of impairment exists, or when annual impairment testing for an
asset is required (other than inventories, deferred tax assets, financial assets, goodwill
and non-current assets), the asset's recoverable amount is estimated. An asset's
recoverable amount is the higher of the asset's or cash-generating unit's value in use
and its fair value less costs of disposal, and is determined for an individual asset, unless
the asset does not generate cash inflows that are largely independent of those from
other assets or groups of assets, in which case the recoverable amount is determined
for the cash-generating unit to which the asset belongs.

An impairment loss is recognised only if the carrying amount of an asset exceeds its
recoverable amount. In assessing value in use, the estimated future cash flows are
discounted to their present value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the risks specific to the asset. An
impairment loss is charged to the statement of profit or loss in the year in which it
arises in those expense categories consistent with the function of the impaired asset.
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Impairment of non-financial assets (Continued)

An assessment is made at the end of each reporting year as to whether there is an
indication that previously recognised impairment losses may no longer exist or may
have decreased. If such an indication exists, the recoverable amount is estimated. A
previously recognised impairment loss of an asset other than goodwill is reversed only
if there has been a change in the estimates used to determine the recoverable amount
of that asset, but not to an amount higher than the carrying amount that would have
been determined (net of any depreciation/amortisation) had no impairment loss been
recognised for the asset in prior years. A reversal of such an impairment loss is
credited to the statement of profit or loss in the year in which it arises, unless the asset
is carried at a revalued amount, in which case the reversal of the impairment loss is
accounted for in accordance with the relevant accounting policy for that revalued asset.

Related parties
A party is considered to be related to the Group if:
(a) the party is a person or a close member of that person’s family and that person
(i) has control or joint control over the Group;
(ii)  has significant influence over the Group; or
(iii) is a member of the key management personnel of the Group or of a parent of
the Group;
or
(b) the party is an entity where any of the following conditions applies:

(i) the entity and the Group are members of the same group;

(ii) one entity is an associate or joint venture of the other entity (or of a parent,
subsidiary or fellow subsidiary of the other entity);

(iii) the entity and the Group are joint ventures of the same third party;

(iv) one entity is a joint venture of a third entity and the other entity is an associate
of the third entity;

(v) the entity is a post-employment benefit plan for the benefit of employees of
either the Group or an entity related to the Group;

(vi) the entity is controlled or jointly controlled by a person identified in (a);
(vii) a person identified in (a)(i) has significant influence over the entity or is a
member of the key management personnel of the entity (or of a parent of the

entity); and

(viii) the entity, or any member of a group of which it is a part, provides key
management personnel services to the Group or to the parent of the Group.
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Property, plant and equipment and depreciation

Property, plant and equipment, other than construction in progress, are stated at cost
less accumulated depreciation and any impairment losses. When an item of property,
plant and equipment is classified as held for sale or when it is part of a disposal group
classified as held for sale, it is not depreciated and is accounted for in accordance with
HKFRS 5. The cost of an item of property, plant and equipment comprises its purchase
price and any directly attributable costs of bringing the asset to its working condition
and location for its intended use. Cost may also include transfers from equity of any
gains or losses on qualifying cash flow hedges of foreign currency purchases of property,
plant and equipment.

Expenditure incurred after items of property, plant and equipment have been put into
operation, such as repairs and maintenance, is normally charged to the statement of
profit or loss in the year in which it is incurred. In situations where the recognition
criteria are satisfied, the expenditure for a major inspection is capitalised in the carrying
amount of the asset as a replacement. Where significant parts of property, plant and
equipment are required to be replaced at intervals, the Group recognises such parts as
individual assets with specific useful lives and depreciates them accordingly.

Valuations are performed frequently enough to ensure that the fair value of a revalued
asset does not differ materially from its carrying amount. Changes in the values of
property, plant and equipment are dealt with as movements in the asset revaluation
reserve. If the total of this reserve is insufficient to cover a deficit, on an individual
asset basis, the excess of the deficit is charged to the statement of profit or loss. Any
subsequent revaluation surplus is credited to the statement of profit or loss to the
extent of the deficit previously charged. An annual transfer from the asset revaluation
reserve to retained profits is made for the difference between the depreciation based
on the revalued carrying amount of an asset and the depreciation based on the asset's
original cost. On disposal of a revalued asset, the relevant portion of the asset
revaluation reserve realised in respect of previous valuations is transferred to retained
profits as a movement in reserves.

Rental vehicles

Rental vehicles are depreciated over the estimated holding year on a straight-line basis.
The initial estimated number of holding years of such rental vehicles is generally 2.5 to
3 years. The Group also estimates the residual value of the rental vehicles at the
expected time of disposal. The Group makes use of currently available market
information and the estimated residual values for rental vehicles are based on factors
including model, usage, age, mileage and location.

The Group makes quarterly adjustments to the depreciation rates of rental vehicles in
response to the latest market conditions and their effect on residual values as well as
the estimated time of disposal. Such adjustments are accounted for as changes in
accounting estimates. During the year ended 31 December 2016, rental vehicles were
depreciated at rates ranging from 9.9% to 22.5% per annum.

When an item of rental vehicles is classified as held for sale, it is not depreciated and is

accounted for as held for sale, as further explained in the accounting policy for
“Inventories”.
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Property, plant and equipment and depreciation (Continued)

Other property, plant and equipment

Other property, plant and equipment primarily include buildings, office furniture and
equipment, and certain in-car accessories that can be separated from rental vehicles
and leasehold improvements.

Depreciation is calculated on the straight-line basis to write off the cost of each item of
other property, plant and equipment to its residual value over its estimated useful life.
The principal annual rates used for this purpose are as follows:

Buildings 1.8% to 4.74%
Office furniture and equipment 15.83% t0 33.33%
In-car accessories 15.83% to 33.33%
Leasehold improvements 20% to 100%

Where parts of an item of other property, plant and equipment have different useful
lives, the cost of that item is allocated on a reasonable basis among the parts and each
part is depreciated separately.

Residual values, useful lives and the depreciation method are reviewed, and adjusted if
appropriate, at least at each financial year end.

An item of other property, plant and equipment including any significant part initially
recognised is derecognised upon disposal or when no future economic benefits are
expected from its use or disposal. Any gain or loss on disposal or retirement recognised
in the statement of profit or loss in the year the asset is derecognised is the difference
between the net sales proceeds and the carrying amount of the relevant asset.

Construction in progress represents a building under construction, which is stated at
cost less any impairment losses, and is not depreciated. Cost comprises the direct costs
of construction and capitalised borrowing costs on related borrowed funds during the
period of construction. Construction in progress is reclassified to the appropriate
category of property, plant and equipment when completed and ready for use.
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Intangible assets (other than goodwill)

Intangible assets acquired separately are measured on initial recognition at cost. The
cost of intangible assets acquired in a business combination is the fair value at the date
of acquisition. The useful lives of intangible assets are assessed to be either finite or
indefinite. Intangible assets with finite lives are subsequently amortised over the useful
economic life and assessed for impairment whenever there is an indication that the
intangible asset may be impaired. The amortisation year and the amortisation method
for an intangible asset with a finite useful life are reviewed at least at each financial year
end.

Intangible assets with indefinite useful lives are tested for impairment annually either
individually or at the cash-generating unit level. Such intangible assets are not
amortised. The useful life of an intangible asset with an indefinite life is reviewed
annually to determine whether the indefinite life assessment continues to be
supportable. If not, the change in the useful life assessment from indefinite to finite is
accounted for on a prospective basis.

Vehicle rental business licences
Vehicle rental business licences are stated at cost less any impairment losses and are
amortised on the straight-line basis over their estimated useful lives of 18 to 25 years.

Licence plates
Licence plates are estimated to have indefinite useful life.

Leases

Leases that transfer substantially all the rewards and risks of ownership of assets to the
Group, other than legal title, are accounted for as finance leases.

At the inception of a finance lease, the cost of the leased asset is capitalised at the
present value of the minimum lease payments and recorded together with the obligation,
excluding the interest element, to reflect the purchase and financing. Assets held under
capitalised finance leases, including prepaid land lease payments under finance leases,
are included in other property, plant and equipment, and depreciated over the shorter
of the lease terms and the estimated useful lives or holding period of the assets. The
finance costs of such leases are charged to the statement of profit or loss so as to
provide a constant periodic rate of charge over the lease terms. Where the Group is the
lessor, the asset held should be presented as a receivable at an amount equal to the net
investment in the lease. The finance lease income is recognised in accordance with the
policy set out in “Revenue recognition” below.

Leases where substantially all the rewards and risks of ownership of assets remain with
the lessor are accounted for as operating leases. Where the Group is the lessor, assets
leased by the Group under operating leases are included in non-current assets, and
rentals receivable under the operating leases are credited to the statement of profit or
loss on the straight-line basis over the lease terms. Where the Group is the lessee,
rentals payable under operating leases net of any incentives received from the lessor
are charged to the statement of profit or loss on the straight-line basis over the lease
terms.

Prepaid land lease payments under operating leases are initially stated at cost and
subsequently recognised on the straight-line basis over the shorter of the lease terms
and the lives.

38



CAR Inc.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

As at 31 December 2016

2.5

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Investments and other financial assets

Initial recognition and measurement

Financial assets are classified, at initial recognition, as financial assets at fair value
through profit or loss, loans and receivables and available-for-sale financial investments,
or as derivatives designated as hedging instruments in an effective hedge, as
appropriate. When financial assets are recognised initially, they are measured at fair
value plus transaction costs that are attributable to the acquisition of the financial
assets, except in the case of financial assets recorded at fair value through profit or loss.

All reqgular way purchases and sales of financial assets are recognised on the trade date,
that is, the date that the Group commits to purchase or sell the asset. Regular way
purchases or sales are purchases or sales of financial assets that require delivery of
assets within the year generally established by regulation or convention in the
marketplace.

Subsequent measurement
The subsequent measurement of financial assets depends on their classification as
follows:

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include financial assets held for
trading and financial assets designated upon initial recognition as at fair value through
profit or loss. Financial assets are classified as held for trading if they are acquired for
the purpose of sale in the near term. Derivatives, including separated embedded
derivatives, are also classified as held for trading unless they are designated as effective
hedging instruments as defined by HKAS 39.

Financial assets at fair value through profit or loss are carried in the statement of
financial position at fair value with positive net changes in fair value presented as other
income and gains and negative net changes in fair value presented as finance costs in
the statement of profit or loss. These net fair value changes do not include any
dividends or interest earned on these financial assets, which are recognised in
accordance with the policies set out for “Revenue recognition” below.

When the fair value of the financial assets cannot be reliably measured because (a) the
variability in the range of reasonable fair value estimates is significant for that
investment or (b) the probabilities of the various estimates within the range cannot be
reasonably assessed and used in estimating fair value, such investments are stated at
cost less any impairment losses.

Financial assets designated upon initial recognition as at fair value through profit or loss
are designated at the date of initial recognition and only if the criteria in HKAS 39 are
satisfied.

Derivatives embedded in host contracts are accounted for as separate derivatives and
recorded at fair value if their economic characteristics and risks are not closely related
to those of the host contracts and the host contracts are not held for trading or
designated as at fair value through profit or loss. These embedded derivatives are
measured at fair value with changes in fair value recognised in the statement of profit
or loss. Reassessment only occurs if there is either a change in the terms of the contract
that significantly modifies the cash flows that would otherwise be required or a
reclassification of a financial asset out of the fair value through profit or loss category.
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Investments and other financial assets (continued)

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. After initial measurement, such
assets are subsequently measured at amortised cost using the effective interest rate
method less any allowance for impairment. Amortised cost is calculated by taking into
account any discount or premium on acquisition and includes fees or costs that are an
integral part of the effective interest rate. The effective interest rate amortisation is
included in other income and gains in the statement of profit or loss. The loss arising
from impairment is recognised in the statement of profit or loss in finance costs for loans
and in other expenses for receivables.

Available-for-sale financial investments

Available-for-sale financial investments are non-derivative financial assets in listed
equity investments and debt securities. Equity investments classified as available for
sale are those which are neither classified as held for trading nor designated as at fair
value through profit or loss. Debt securities in this category are those which are
intended to be held for an indefinite year of time and which may be sold in response to
needs for liquidity or in response to changes in market conditions.

After initial recognition, available-for-sale financial investments are subsequently
measured at fair value, with unrealised gains or losses recognised as other
comprehensive income in the available-for-sale investment revaluation reserve until the
investment is derecognised, at which time the cumulative gain or loss is recognised in
the statement of profit or loss in other income, or until the investment is determined to
be impaired, when the cumulative gain or loss is reclassified from the available-for-sale
investment revaluation reserve to the statement of profit or loss in other gains or losses.
Interest and dividends earned whilst holding the available-for-sale financial investments
are reported as interest income and dividend income, respectively and are recognised
in the statement of profit or loss as other income in accordance with the policies set out
for "Revenue recognition” below.

When the fair value of unlisted equity investments cannot be reliably measured because
(a) the variability in the range of reasonable fair value estimates is significant for that
investment or (b) the probabilities of the various estimates within the range cannot be
reasonably assessed and used in estimating fair value, such investments are stated at
cost less any impairment losses.

The Group evaluates whether the ability and intention to sell its available-for-sale
financial assets in the near term are still appropriate. When, in rare circumstances, the
Group is unable to trade these financial assets due to inactive markets, the Group may
elect to reclassify these financial assets if management has the ability and intention to
hold the assets for the foreseeable future or until maturity.

For a financial asset reclassified from the available-for-sale category, the fair value
carrying amount at the date of reclassification becomes its new amortised cost and any
previous gain or loss on that asset that has been recognised in equity is amortised to
profit or loss over the remaining life of the investment using the effective interest rate.
Any difference between the new amortised cost and the maturity amount is also
amortised over the remaining life of the asset using the effective interest rate. If the
asset is subsequently determined to be impaired, then the amount recorded in equity is
reclassified to the statement of profit or loss.
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Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial asset or part of a group of

similar financial assets) is primarily derecognised (i.e., removed from the Group's

consolidated statement of financial position) when:

« therights to receive cash flows from the asset have expired; or

« the Group has transferred its rights to receive cash flows from the asset or has
assumed an obligation to pay the received cash flows in full without material delay
to a third party under a “pass-through” arrangement; and either (a) the Group has
transferred substantially all the risks and rewards of the asset, or (b) the Group has
neither transferred nor retained substantially all the risks and rewards of the asset,
but has transferred control of the asset.

When the Group has transferred its rights to receive cash flows from an asset or has
entered into a pass-through arrangement, it evaluates if and to what extent it has
retained the risk and rewards of ownership of the asset. When it has neither transferred
nor retained substantially all the risks and rewards of the asset nor transferred control
of the asset, the Group continues to recognise the transferred asset to the extent of the
Group's continuing involvement. In that case, the Group also recognises an associated
liability. The transferred asset and the associated liability are measured on a basis that
reflects the rights and obligations that the Group has retained.

Impairment of financial assets

The Group assesses at the end of each reporting year whether there is objective
evidence that a financial asset or a group of financial assets is impaired. An impairment
exists if one or more events that occurred after the initial recognition of the asset have
an impact on the estimated future cash flows of the financial asset or the group of
financial assets that can be reliably estimated. Evidence of impairment may include
indications that a debtor or a group of debtors is experiencing significant financial
difficulty, default or delinquency in interest or principal payments, the probability that
they will enter bankruptcy or other financial reorganisation and observable data
indicating that there is a measurable decrease in the estimated future cash flows, such
as changes in arrears or economic conditions that correlate with defaults.

Financial assets carried at amortised cost

For financial assets carried at amortised cost, the Group first assesses whether
impairment exists individually for financial assets that are individually significant, or
collectively for financial assets that are not individually significant. If the Group
determines that no objective evidence of impairment exists for an individually assessed
financial asset, whether significant or not, it includes the asset in a group of financial
assets with similar credit risk characteristics and collectively assesses them for
impairment. Assets that are individually assessed for impairment and for which an
impairment loss is, or continues to be, recognised are not included in a collective
assessment of impairment.

The amount of any impairment loss identified is measured as the difference between
the asset's carrying amount and the present value of estimated future cash flows
(excluding future credit losses that have not yet been incurred). The present value of
the estimated future cash flows is discounted at the financial asset's original effective
interest rate (i.e., the effective interest rate computed at initial recognition).
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Impairment of financial assets (continued)

Financial assets carried at amortised cost (continued)

The carrying amount of the asset is reduced through the use of an allowance account
and the loss is recognised in the statement of profit or loss. Interest income continues
to be accrued on the reduced carrying amount and is accrued using the rate of interest
used to discount the future cash flows for the purpose of measuring the impairment loss.
Loans and receivables together with any associated allowance are written off when
there is no realistic prospect of future recovery and all collateral has been realised or
has been transferred to the Group.

If, in a subsequent year, the amount of the estimated impairment loss increases or
decreases because of an event occurring after the impairment was recognised, the
previously recognised impairment loss is increased or reduced by adjusting the
allowance account. If a write-off is later recovered, the recovery is credited to other
expenses in the statement of profit or loss.

Available-for-sale financial investments

For available-for-sale financial investments, the Group assesses at the end of each
reporting period whether there is objective evidence that an investment or a group of
investments is impaired.

If an available-for-sale asset is impaired, an amount comprising the difference between
its cost (net of any principal payment and amortisation) and its current fair value, less
any impairment loss previously recognised in the statement of profit or loss, is removed
from other comprehensive income and recognised in the statement of profit or loss.

In the case of equity investments classified as available for sale, objective evidence
would include a significant or prolonged decline in the fair value of an investment below
its cost. “Significant” is evaluated against the original cost of the investment and
"prolonged” against the year in which the fair value has been below its original cost.
Where there is evidence of impairment, the cumulative loss - measured as the difference
between the acquisition cost and the current fair value, less any impairment loss on that
investment previously recognised in the statement of profit or loss - is removed from
other comprehensive income and recognised in the statement of profit or loss.
Impairment losses on equity instruments classified as available for sale are not reversed
through the statement of profit or loss. Increases in their fair value after impairment
are recognised directly in other comprehensive income.

The determination of what is “significant” or “prolonged” requires judgement. In making

this judgement, the Group evaluates, among other factors, the duration or extent to
which the fair value of an investment is less than its cost.
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Financial liabilities

Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as financial liabilities at fair
value through profit or loss, loans and borrowings, or as derivatives designated as
hedging instruments in an effective hedge, as appropriate.

All financial liabilities are recognised initially at fair value and, in the case of loans and
borrowings, net of directly attributable transaction costs.

The Group's financial liabilities include trade and other payables, amounts due to
related parties, deposits received for vehicles rental, interest-bearing bank and other
borrowings.

Subsequent measurement
The subsequent measurement of financial liabilities depends on their classification as
follows:

Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss include financial liabilities held
for trading and financial liabilities designated upon initial recognition as at fair value
through profit or loss.

Financial liabilities are classified as held for trading if they are acquired for the purpose
of repurchasing in the near term. This category includes derivative financial
instruments entered into by the Group that are not designated as hedging instruments
in hedge relationships as defined by HKAS 39. Separated embedded derivatives are
also classified as held for trading unless they are designated as effective hedging
instruments. Gains or losses on liabilities held for trading are recognised in the
statement of profit or loss. The net fair value gain or loss recognised in the statement
of profit or loss does not include any interest charged on these financial liabilities.

Financial liabilities designated upon initial recognition as at fair value through profit or
loss are designated at the date of initial recognition and only if the criteria in HKAS 39
are satisfied.

Loans and borrowings

After initial recognition, interest-bearing loans and borrowings are subsequently
measured at amortised cost, using the effective interest rate method unless the effect
of discounting would be immaterial, in which case they are stated at cost. Gains and
losses are recognised in the statement of profit or loss when the liabilities are
derecognised as well as through the effective interest rate amortisation process.

Amortised cost is calculated by taking into account any discount or premium on
acquisition and fees or costs that are an integral part of the effective interest rate.
The effective interest rate amortisation is included in finance costs in the statement
of profit or loss.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Derecognition of financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged
or cancelled, or expires.

When an existing financial liability is replaced by another from the same lender on
substantially different terms, or the terms of an existing liability are substantially
modified, such an exchange or modification is treated as a derecognition of the original
liability and a recognition of a new liability, and the difference between the respective
carrying amounts is recognised in the statement of profit or loss.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount is reported in the
statement of financial position if there is a currently enforceable legal right to offset the
recognised amounts and there is an intention to settle on a net basis, or to realise the
assets and settle the liabilities simultaneously.

Treasury shares

Own equity instruments which are reacquired and held by the Company or the Group
(treasury shares) are recognised directly in equity at cost. No gain or loss is recognised
in the statement of profit or loss on the purchase, sale, issue or cancellation of the
Group's own equity instruments.

Inventories

Inventories comprise used rental vehicles for sale, fuels and spare parts and are stated
at the lower of cost and net realisable value. Cost of used rental vehicles for sale is
calculated on a specific identification basis as appropriate and comprises all costs of
purchase and other costs incurred in bringing the vehicles to their present location and
condition. Costs of fuels and spare parts are based on purchase costs and are
determined by the weighted average method. Net realisable value is the estimated
selling price in the ordinary course of business less the estimated costs of completion
and the estimated costs to be incurred to completion and disposal.

Cash and cash equivalents

For the purpose of the consolidated statement of cash flows, cash and cash equivalents
comprise cash on hand and demand deposits, and short term highly liquid investments
that are readily convertible into known amounts of cash, are subject to an insignificant
risk of changes in value, and have a short maturity of generally within three months
when acquired, less bank overdrafts which are repayable on demand and form an
integral part of the Group’s cash management.

For the purpose of the consolidated statement of financial position, cash and cash

equivalents comprise cash on hand and at banks, including term deposits, which are not
restricted as to use.
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Income tax

Income tax comprises current and deferred tax. Income tax relating to items recognised
outside profit or loss is recognised outside profit or loss, either in other comprehensive
income or directly in equity.

Current tax assets and liabilities for the current and prior periods are measured at the
amount expected to be recovered from or paid to the taxation authorities, based on tax
rates (and tax laws) that have been enacted or substantively enacted by the end of the
reporting period, taking into consideration interpretations and practices prevailing in
the countries in which the Group operates.

Deferred tax is provided, using the liability method, on all temporary differences at the
end of the reporting period between the tax bases of assets and liabilities and their
carrying amounts for financial reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary differences, except:

(@) when the deferred tax liability arises from the initial recognition of goodwill or an
asset or liability in a transaction that is not a business combination and, at the
time of the transaction, affects neither the accounting profit nor taxable profit or
loss; and

(b) in respect of taxable temporary differences associated with investments in
subsidiaries, when the timing of the reversal of the temporary differences can be
controlled and it is probable that the temporary differences will not reverse in the
foreseeable future.

Deferred tax assets are recognised for all deductible temporary differences, the
carryforward of unused tax credits and any unused tax losses. Deferred tax assets are
recognised to the extent that it is probable that taxable profit will be available against
which the deductible temporary differences, the carryforward of unused tax credits and
unused tax losses can be utilised, except:

(@) when the deferred tax asset relating to the deductible temporary differences
arises from the initial recognition of an asset or liability in a transaction that is not
a business combination and, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; and

(b) in respect of deductible temporary differences associated with investments in
subsidiaries, deferred tax assets are only recognised to the extent that it is
probable that the temporary differences will reverse in the foreseeable future and
taxable profit will be available against which the temporary differences can be
utilised.
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Income tax (continued)

The carrying amount of deferred tax assets is reviewed at the end of each reporting
period and reduced to the extent that it is no longer probable that sufficient taxable
profit will be available to allow all or part of the deferred tax asset to be utilised.
Unrecognised deferred tax assets are reassessed at the end of each reporting period
and are recognised to the extent that it has become probable that sufficient taxable
profit will be available to allow all or part of the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to
apply to the period when the asset is realised or the liability is settled, based on tax rates
(and tax laws) that have been enacted or substantively enacted by the end of the
reporting period.

Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right
exists to set off current tax assets against current tax liabilities and the deferred taxes
relate to the same taxable entity and the same taxation authority.

Government grants

Government grants are recognised at their fair value where there is reasonable
assurance that the grant will be received and all attaching conditions will be complied
with. When the grant relates to an expense item, it is recognised as income on a
systematic basis over the periods that the costs, which is intended to compensate, are
expensed.

Where the grant relates to an asset, the fair value is credited to a deferred income
account and is released to the statement of profit or loss over the expected useful life
of the relevant asset by equal annual instalments or deducted from the carrying amount
of the asset and released to the statement of profit or loss by way of a reduced
depreciation charge.

Where the Group receives grants of non-monetary assets, the grants are recorded at
the fair value of the non-monetary assets and released to the statement of profit or loss
over the expected useful lives of the relevant assets by equal annual instalments.

Where the Group receives government loans granted with no or at a below-market rate
of interest for the construction of a qualifying asset, the initial carrying amount of the
government loans is determined using the effective interest rate method, as further
explained in the accounting policy for “Financial liabilities” above. The benefit of the
government loans granted with no or at a below-market rate of interest, which is the
difference between the initial carrying value of the loans and the proceeds received, is
treated as a government grant and released to the statement of profit or loss over the
expected useful life of the relevant asset by equal annual instalments.
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Revenue recognition

Revenue is recognised when it is probable that the economic benefits will flow to the
Group and when the revenue can be measured reliably, on the following bases:

@

(b)

©

(@

(e

®

Operating lease rental income

Revenue contracts with a lease term of up to 90 days are classified as short term
rental contracts and those with a lease term of more than 90 days are classified
as long term rental contracts. The minimum lease payment is recognised as
revenue over the lease period on a straight-line basis.

Customer loyalty award credits granted in the rendering of operating leases
services are accounted for as a separate component of the lease transaction in
which they are granted. The consideration received in the lease transaction is
allocated between the loyalty award credits and the other components of the
lease. The amount allocated to the loyalty award credits is determined by
reference to their fair value and is deferred until the awards are redeemed or the
liability is otherwise extinguished.

Finance lease income

The Group records revenue attributable to finance leases over the lease term on
a systematic and rational basis so as to produce a constant rate of return on the
net investment in the finance lease.

Sale of used rental vehicles

Revenue from the sale of used rental vehicles is recognised when the significant
risks and rewards of ownership have been transferred to the buyer, provided that
the Group maintains neither managerial involvement to the degree usually
associated with ownership, nor effective control over the rental vehicles sold.

Royalty and franchise income

Royalty and franchise income are recognised on an accrual basis in accordance
with the terms of the relevant agreements.

Interest income

Interest income is recognised on a time proportion basis using the effective
interest method.

Other service income
Other revenue is generally derived from auto repair and maintenance services,

leasing of parking spaces, advertisement income and referral fee from other
vehicle rental companies, and is recognised upon the provision of services.

47



CAR Inc.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

As at 31 December 2016

2.5

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Share-based payments

Employees (including directors) of the Group receive remuneration in the form of share-
based payments, whereby employees render services as consideration for equity
instruments (“Equity-Settled Transactions™).

The cost of Equity-Settled Transactions with employees is measured by reference to the
fair value at the date at which they are granted. The fair value is determined by an
external valuer using a binomial model, further details of which are given in note 31 to
the financial statements.

The cost of Equity-Settled Transactions is recognised in employee benefit expense,
together with a corresponding increase in equity, over the period in which the
performance and/or service conditions are fulfilled. The cumulative expense recognised
for equity-settled transactions at the end of each reporting period until the vesting date
reflects the extent to which the vesting period has expired and the Group's best estimate
of the number of equity instruments that will ultimately vest. The charge or credit to
the statement of profit or loss for a period represents the movement in the cumulative
expense recognised as at the beginning and end of that period.

Service and non-market performance conditions are not taken into account when
determining the grant date fair value of awards, but the likelihood of the conditions
being met is assessed as part of the Group's best estimate of the number of equity
instruments that will ultimately vest. Market performance conditions are reflected
within the grant date fair value. Any other conditions attached to an award, but without
an associated service requirement, are considered to be non-vesting conditions. Non-
vesting conditions are reflected in the fair value of an award and lead to an immediate
expensing of an award unless there are also service and/or performance conditions.

For awards that do not ultimately vest because non-market performance and/or service
conditions have not been met, no expense is recognised. Where awards include a
market or non-vesting condition, the transactions are treated as vesting irrespective of
whether the market or non-vesting condition is satisfied, provided that all other
performance and/or service conditions are satisfied.

Where the terms of an equity-settled award are modified, as a minimum an expense is
recognised as if the terms had not been modified, if the original terms of the award are
met. In addition, an expense is recognised for any modification that increases the total
fair value of the share-based payments, or is otherwise beneficial to the employee as
measured at the date of modification.

Where an equity-settled award is cancelled, it is treated as if it had vested on the date
of cancellation, and any expense not yet recognised for the award is recognised
immediately. This includes any award where non-vesting conditions within the control
of either the Group or the employee are not met. However, if a new award is substituted
for the cancelled award, and is designated as a replacement award on the date that it is
granted, the cancelled and new awards are treated as if they were a modification of the
original award, as described in the previous paragraph.

The dilutive effect of outstanding options is reflected as additional share dilution in the
computation of earnings per share.

48



CAR Inc.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

As at 31 December 2016

2.5

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Other employee benefits

Pension obligations

The Group operates a defined contribution Mandatory Provident Fund retirement
benefit scheme (the "MPF Scheme”) under the Mandatory Provident Fund Schemes
Ordinance for its employees in Hong Kong. Contributions are made based on a
percentage of the employees' basic salaries and are charged to the statement of profit
or loss as they become payable in accordance with the rules of the MPF Scheme. The
assets of the MPF Scheme are held separately from those of the Group in an
independently administered fund. The Group's employer contributions vest fully with
the employees when contributed into the MPF Scheme.

The group companies operating in Mainland China participate in defined contribution
retirement benefit plans organised by the relevant government authorities for its
employees in Mainland China and contribute to these plans based on a certain
percentage of the salaries of the employees on a monthly basis, up to a maximum fixed
monetary amount, as stipulated by the relevant government authorities. The
government authorities undertake to assume the retirement benefit obligations payable
to all existing and future retired employees under these plans.

The Group has no further obligation for post-retirement benefits beyond the
contributions made. The contributions to these plans are recognised as employee
benefit expenses when incurred.

During the Reporting Period, no forfeited contributions had been used by the Group to
reduce the existing level of contributions.

Housing benefits

Employees of the group companies operating in Mainland China participate in
government-sponsored housing funds. The Group contributes to these funds based on
certain percentages of the salaries of the employees on a monthly basis, up to a
maximum fixed monetary amount, as stipulated by the relevant government authorities.
The Group’s liability in respect of these funds is limited to the contribution payable in
each period. Contributions to the funds are expensed as incurred.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of
qualifying assets, i.e., assets that necessarily take a substantial period of time to get
ready for their intended use or sale, are capitalised as part of the cost of those assets.
The capitalisation of such borrowing costs ceases when the assets are substantially
ready for their intended use or sale. Investment income earned on the temporary
investment of specific borrowings pending their expenditure on qualifying assets is
deducted from the borrowing costs capitalised. All other borrowing costs are expensed
in the period in which they are incurred. Borrowing costs consist of interest and other
costs that an entity incurs in connection with the borrowing of funds.

49



CAR Inc.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

As at 31 December 2016

2.5

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Foreign currencies

These financial statements are presented in RMB, which is the Company's functional
currency. Each entity in the Group determines its own functional currency and items
included in the financial statements of each entity are measured using that functional
currency. Foreign currency transactions recorded by the entities in the Group are
initially recorded using their respective functional currency rates prevailing at the dates
of the transactions. Monetary assets and liabilities denominated in foreign currencies
are translated at the functional currency rates of exchange ruling at the end of the
reporting period. Differences arising on settlement or translation of monetary items are
recognised in the statement of profit or loss.

Non-monetary items that are measured in terms of historical cost in a foreign currency
are translated using the exchange rates at the dates of the initial transactions. Non-
monetary items measured at fair value in a foreign currency are translated using the
exchange rates at the date when the fair value was measured. The gain or loss arising
on translation of a non-monetary item measured at fair value is treated in line with the
recognition of the gain or loss on change in fair value of the item (.e., translation
difference on the item whose fair value gain or loss is recognised in other
comprehensive income or profit or loss is also recognised in other comprehensive
income or profit or loss, respectively).

The resulting exchange differences are recognised in other comprehensive income and
accumulated in the exchange fluctuation reserve. On disposal of a foreign operation,
the component of other comprehensive income relating to that particular foreign
operation is recognised in the statement of profit or loss.

Any goodwill arising on the acquisition of a foreign operation and any fair value
adjustments to the carrying amounts of assets and liabilities arising on acquisition are
treated as assets and liabilities of the foreign operation and translated at the closing
rate.

For the purpose of the consolidated statement of cash flows, the cash flows of overseas
subsidiaries are translated into RMB at the exchange rates prevailing at the dates of the
cash flows. Frequently recurring cash flows of overseas subsidiaries which arise
throughout the year are translated into RMB at the weighted average exchange rates
for the year.

SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES

The preparation of the Group's financial statements requires management to make
judgements, estimates and assumptions that affect the reported amounts of revenues,
expenses, assets and liabilities, and their accompanying disclosures, and the disclosure
of contingent liabilities. Uncertainty about these assumptions and estimates could
result in outcomes that could require a material adjustment to the carrying amounts of
the assets or liabilities affected in the future.
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SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES (CONTINUED)

Judgements

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

Lease accounting

Judgement is required in the initial classification of leases as either operating leases or
finance leases and, in respect of finance leases, determining the appropriate discount
rate implicit in the lease to discount minimum lease payments. In respect of leases
classified as finance leases, it has not been possible to reliably estimate lessors’ residual
values and management has been required to independently estimate an appropriate
discount rate. The accounting policy for leases is set out in note 2.4.

The Group entered into sale-leaseback arrangements with certain financial institutions
(the "Lenders™) to obtain financing. Under such arrangements, the Group received the
sales proceeds which represented the principal upon the lease inception, and would make
monthly instalments during the lease term. The Group is subject to substantially the
entire benefits and risks incidental to the ownership of such rental vehicles through
leaseback. Under the sale-leaseback agreements, ownership of the underlying vehicles
is transferred to the lenders upon the lease inception, and the Group is entitled to obtain
their ownership for nil consideration at the end of the lease term. The leaseback was a
finance lease due to the transfer of ownership back to the Group at the end of the lease
term. The Group accounted for such arrangements as long term borrowings
collateralised by rental vehicles and no gain or loss was recognised from these sale
leaseback transactions.

Estimation uncertainty

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

Useful lives and residual values of rental vehicles

The Group's management determines the estimated useful lives and the related
depreciation charge for the Group’s rental vehicles. This estimate is based on the
estimated holding period of such rental vehicles. Management will increase the
depreciation charge where useful lives are less than previously estimated, or will write
off or write down technically obsolete or damaged rental vehicles that have been
abandoned or sold. Actual holding period may differ from estimated useful lives.
Periodic review could result in a change in useful lives and residual values which impact
depreciation charges in the future periods.

The Group's management determines the estimated residual values at the expected
time of disposal. The Group makes use of currently available market information and
the estimated residual values for rental vehicles are based on factors including model,
age, mileage and location. Management will increase the depreciation charge where
residual values are less than previously estimated values, or will write off or write down
technically obsolete or damaged rental vehicles that have been abandoned or sold.
Actual value at the time of disposal may differ from estimated residual values. Periodic
review could result in a change in residual values and therefore depreciation charge in
the future periods. The net carrying value of rental vehicles was RMB9,176,738,000
(2015: RMB9,338,873,000) as at 31 December 2016.
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Estimation uncertainty (continued)

Net realisable value of inventories

Net realisable value of inventories is the estimated selling price in the ordinary course
of business less estimated selling expenses. These estimates are based on the current
market condition and the historical experience of selling products of a similar nature. It
could change significantly as a result of changes in used car market conditions.
Management reassesses these estimates at each reporting date. The net carrying value
of inventories was RMB233,448,000 (2015: RMB111,743,000) as at 31 December
2016.

Impairment of trade receivables

Impairment of trade receivables is made based on assessment of the recoverability of
trade receivables. The identification of impairment of trade receivables requires
management judgement and estimates. Provision is made when there is objective
evidence that the Group will not be able to collect the debts. Where the actual outcome
or expectation in future is different from the original estimate, such differences will
impact the carrying value of the trade receivables and bad and doubtful debt
expenses/write-back in the period in which the estimate has been changed. The net
carrying value of trade receivables was RMB99,639,000 (2015: RMB239,360,000) as
at 31 December 2016.

Deferred revenue

The amount of revenue attributable to the credit award earned by the customers of the
Group's loyalty program is estimated based on the fair value of the credits awarded and
the expected redemption rate. The expected redemption rate was estimated
considering the number of the credits that will be available for redemption in the future
after allowing for credits which are not expected to be redeemed. The carrying value of
deferred revenue was RMB17,088,000 (2015: RMB4,141,000) as at 31 December
2016.

Useful lives and residual values of other property, plant and equipment

In determining the useful life and residual value of an item of other property, plant and
equipment, the Group has to consider various factors, such as technical or commercial
obsolescence arising from changes or improvement in production, or from a change in
the market demand for the products or service output of the asset, expected usage of
the asset, expected physical wear and tear, the care and maintenance of the asset, and
legal or similar limits on the use of the asset. The estimation of the useful life of the
asset is based on the experience of the Group with similar assets that are used in similar
way. Additional depreciation is made if the estimated useful lives and/or the residual
values of items of other property, plant and equipment are different from the previous
estimation. Useful lives and residual values are reviewed at each financial year end
based on the changes in circumstances. The net carrying value of other property, plant
and equipment was RMB491,942,000 (2015: RMB320,185,000) as at 31 December
2016.

Deferred tax assets

Deferred tax assets are recognised to the extent that it is probable that taxable profit
will be available against which the losses can be utilised. Significant management
judgement is required to determine the amount of deferred tax assets that can be
recognised, based upon the likely timing and level of future taxable profits together with
future tax planning strategies. The carrying value of deferred tax assets was
RMB122,575,000 (2015: RMB63,662,000) as at 31 December 2016.
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Estimation uncertainty (continued)

Fair value of investments in equity shares and redeemable preference shares

The fair value of the preference shares investment in Souche Holding Ltd. (*Souche™)
was based on the market approach, with reference to the market multiples from
comparable companies with consideration of the size, profitability and development
stage of the industry and those comparable companies. This valuation requires the
Group to make estimates about expected future sales forecast, adjusted market
multiple, the expected listing date of Souche, volatility and dividend yield, and hence
they are subject to uncertainty. The fair value gain on the preference shares
investment in Souche was RMB35,388,000 for the year ended 31 December 2016
(2015: Nil). Further details are included in note 20 to the financial statements.

The fair value of the equity shares investment in UCAR Technology Inc. ("UCAR
Cayman") was based on the proportion of the equity amount of UCAR Cayman. The fair
value loss on equity share investment in UCAR Cayman was RMB140,497,000 for the
year ended 31 December 2016 (2015: RMB797,095,000). Further details are included
in note 20 to the financial statements.

The fair value of the equity shares investment in UCAR Inc. ("UCAR") was based on the
market approach, with reference to the market multiples from comparable companies
with consideration of the size, profitability and development stage of the industry and
those comparable companies. This valuation requires the Group to make estimates
about expected future sales forecast, adjusted market multiple, volatility and dividend
yield, and hence they are subject to uncertainty. The fair value gain on the equity
shares investment in UCAR was RMB1,136,712,000 for the year ended 31 December
2016 (2015: Nil). Further details are included in note 20 to the financial statements.

Impairment of non-financial assets (other than goodwill)

The carrying value of non-financial assets other than goodwill is reviewed for
impairment when events or changes in circumstances indicate that the carrying value
may not be recoverable in accordance with the accounting policies as disclosed in the
relevant parts in note 2.4 to the financial statements. The recoverable amount of the
non-financial assets other than goodwill is the greater of the fair value less costs to sell
and value in use, the calculations of which involve the use of estimates. The net carrying
value of non-financial assets (other than goodwill) was RMB10,481,084,000 (2015:
RMB6,932,917,000) as at 31 December 2016.

Impairment of goodwill

The Group determines whether goodwill is impaired at least on an annual basis. This
requires an estimation of the value in use of the cash-generating units to which the
goodwill is allocated. Estimating the value in use requires the Group to make an estimate
of the expected future cash flows from the cash-generating units and also to choose a
suitable discount rate in order to calculate the present value of those cash flows. The
net carrying value of goodwill was RMB6,728,000 (2015: RMB6,659,000) as at 31
December 2016.
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OPERATING SEGMENT INFORMATION

The Group’s principal business is the provision of car rental and related services to its
customers. For management purposes, the Group operates in one business unit based
on its services, and has one reportable segment which is the provision of car rental and
other services.

Information about geographical area

Since all of the Group's revenue was generated from the car rental and related services
in Mainland China and all of the Group's identifiable assets and liabilities were located
in Mainland China, no geographical information is presented in accordance with HKFRS
8 Operating Segments.

Information about major customers

Revenue of approximately RMB2,580,297,000 (2015: RMB1,633,173,000),
accounting for 40.0% (2015: 32.6%) of the Group's revenue was derived from a single
customer for the year ended 31 December 2016.
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5. REVENUE, OTHER INCOME AND EXPENSES

Revenue represents the value of car rental service rendered and the net invoiced value
of rental vehicles sold, net of business tax and discounts allowed.

An analysis of revenue, other income and expenses, net is as follows:
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2016 2015
RMB'000 RMB'000
Revenue
Short-term rental income 3,533,550 3,103,486
Long-term rental income 1,438,926 1,201,185
Finance lease income 6,977 30,294
Sale of used rental vehicles 1,438,242 603,468
Franchise related income 3,500 3,932
Others 32,763 60,354
6,453,958 5,002,719
Other income and expenses, net
Interest income from bank deposits 19,925 25,248
Exchange loss (373,425) (191,866)
Fair value gain on investments in equity shares
and redeemable preference shares 1,031,603 797,095
Gain on disposal of subsidiaries (note 34) 113,101 -
Government grants 76,860 43,134
Loss on disposal of items of other property,
plant and equipment (119) (72)
Donations (100) (1,300)
Others 9,887 (2,418)
877,732 669,821
6. FINANCE COSTS
An analysis of finance costs is as follows:
2016 2015
RMB'000 RMB'000
Interest on bank and other borrowings 241,029 309,322
Interest on senior notes (note 28) 349,750 237,527
590,779 546,849
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

As at 31 December 2016

7.

PROFIT BEFORE TAX

The Group's profit before tax is arrived at after charging/(crediting):

Cost of sales of used vehicles

Depreciation of rental vehicles

Depreciation of other property,
plant and equipment

Recognition of prepaid land lease payments

Amortisation of other intangible assets*

Minimum lease payments under operating leases
in respect of offices and stores

Minimum lease payments under operating leases
in respect of rental vehicles

Employee benefit expense (excluding directors'
and chief executive's remuneration (note 8)):
Wages and salaries
Equity-settled share option expenses
Pension scheme contributions**

Insurance expenses

Repair and maintenance

Exchange loss

Auditors’ remuneration

Impairment of trade receivables

Loss on disposal of items of other property,
plant and equipment

Gain on disposal of subsidiaries

Advertising and promotion expenses

Fair value gain on investments in equity shares
and redeemable preference shares

2016 2015
RMB'000 RMB'000
1,480,922 609,966
1,257,679 939,364
64,794 37,910
1,614 1,252
9,816 10,332
82,300 69,221
58,944 61,683
642,843 467,400
77,134 86,001
138,537 119,040
203,769 235,205
299,093 164,988
373,425 191,866
4,200 4,000
30,289 41,942
119 72
(113,101) -
31,573 44,711
(1,031,603) (797,095)

* The amortisation of other intangible assets for the year is included in “Administrative expenses”

in the consolidated statement of profit or loss.

**Employees of the Group's subsidiaries in Mainland China are required to participant in defined
contribution retirement schemes and ministered and operated by the local municipal

government.
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8. DIRECTORS' AND CHIEF EXECUTIVE'S REMUNERATION AND FIVE HIGHEST
PAID EMPLOYEES

Directors' and chief executive's remuneration for the year, disclosed pursuant to the
Listing Rules, section 383(1)(a), (b), (c) and (f) of the Hong Kong Companies Ordinance
and Part 2 of the Companies (Disclosure of Information about Benefits of Directors)
Regulation, is as follows:

2016 2015

RMB'000 RMB'000

Fees 2,652 1,872
Other emoluments

- Salaries, allowances and benefits in kind 810 606

- Equity-settled share option expense 3,406 -

- Pension scheme contributions 106 72

4322 678

6,974 2,550

The names of the directors and their remuneration for the year are as follows:
(a) Independent non-executive directors

The fees paid to independent non-executive directors during the year were as follows:

2016 2015

RMB'000 RMB'000

Sun Hanhui 663 624
Ding Wei 663 624
Lin Lei 663 624
Chow Fan* 663 -
Zhang Li* - -
2,652 1,872

There were no other emoluments payable to the independent non-executive directors
during the year (2015: Nil).

*0n 13 January 2016, Mr. Li Zhang resigned from his position as a non-executive director of
the Company and Mr. Chow Fan was appointed as a non-executive director of the Company.
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8.

DIRECTORS' AND CHIEF EXECUTIVE'S REMUNERATION AND FIVE HIGHEST
PAID EMPLOYEES (CONTINUED)

(b) Executive director and chief executive and non-executive directors

Salaries,
allowances Performance Equity-settled Pension
and benefits related share option scheme Total
Fees in kind bonuses expense contributions remuneration

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
2016

Executive director
and chief executive:
- Song Yifan* - 810 - 3,406 106 4,322

Non-executive directors:
- Lu Zhengyao

(“Mr. Lu”)* - - - R . R
- James Peter Mueller** - - - - R R
- Li Xiaogeng** - - - - R .
- Zhu Linan - - - - R R
- Li Hui** - - - . R R
- Wei Zhen** - - - - R R

2015

Executive director
and chief executive:
- Lu Zhengyao* - 606 - - 72 678

Non-executive directors:
- Narasimhan

Brahmadesam

Srinivasan** - - - - R R
- Liu Erhai** - - - R _ B
- Zhu Linan - - - R R R
- James Peter Mueller** - - - - _ _
- Li Xiaogeng** - - - - . ;

- 606 - - 72 678

*Mr. Lu resigned from his position as the CEO of the Company and was re-designated as a non-executive
director of the Company, and Ms. Yifan Song was appointed as the CEO of the Company and an executive
director of the Company on 11 April 2016.

**0On 13 October 2015, Mr. Narasimhan Brahmadesam Srinivasan resigned from his position as a non-
executive director of the Company and Mr. James Peter Mueller was appointed as a non-executive director
of the Company.

On 17 November 2015, Mr. Liu Erhai resigned from his position as a non-executive director of the Company
and Ms. Li Xiaogeng was appointed as a non-executive director of the Company.

On 13 January 2016, Mr. Li Hui resigned from his position as a non-executive director of the Company and
Mr. Wei Zhen was appointed as a non-executive director of the Company.

On 18 March 2016, Mr. James Peter Mueller resigned from his position as a non-executive director of the
Company.

The remuneration shown above represents remuneration received from the Group by
these directors in their capacity as employees to the Group and/or in their capacity as
directors of the companies now comprising the Group during the year. There were no
arrangements under which a director or the chief executive waived or agreed to waive
any remuneration during the year.
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8. DIRECTORS' AND CHIEF EXECUTIVE'S REMUNERATION AND FIVE HIGHEST
PAID EMPLOYEES (CONTINUED)

(c) Five highest paid employees

The five highest paid employees during the year included the chief executive officer
(2015: Nil), details of whose remuneration are set out in note 8 (b) above. Details of
the remuneration for the year of the remaining four (2015: five) highest paid
employees who are neither a director nor chief executive of the Company are as follows:

2016 2015

RMB'000 RMB'000

Salaries, allowances and benefits in kind 3,158 3,765
Equity-settled share option expense 8,837 50,733
Pension scheme contributions 414 472
12,409 54,970

The number of non-director and non-chief executive, highest paid employees whose
remuneration fell within the following bands is as follows:

2016 2015

Number of Number of

Individuals individuals

Nil to HK$ 1,000,000 - -
HK$1,000,001 to HKS 1,500,000 - -
HK$1,500,001 to HKS2,000,000 - 1
Over HK$2,000,000 4 4
4 .5

During the year and in prior years, share options were granted to the above non-director
and non-chief executive highest paid employees in respect of their services to the Group,
further details of which are included in the disclosures in note 31 to the financial
statements. The fair value of such options, which has been recognised in the statement
of profit or loss over the vesting period, was determined as at the date of grant and the
amount included in the financial statements for the year is included in the above non-
director and non-chief executive highest paid employees’ remuneration disclosure.
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9.

INCOME TAX

The major components of income tax expense of the Group during the year are as
follows:

2016 2015
RMB'000 RMB'000
Current income tax:
Mainland China 341,993 248,088
Deferred tax (note 29) (41,839) 19,243
Total tax charge
for the year 300,154 267,331

Pursuant to the rules and regulations of the Cayman Islands and BVI, the Group is not
subject to any income tax in the Cayman Islands and BVI.

The provision for current income tax in Mainland China is based on a statutory rate of 25%
of the assessable profits of subsidiaries of the Group as determined in accordance with
the PRC Corporate Income Tax Law which was approved and became effective on 1
January 2008 except for Haike (Pingtan) Technology Co., Ltd. ("Haike Pingtan™). Haike
Pingtan is qualified as an encouraged industry company established in the
comprehensive experimentation area in Pingtan, Fujian Province, and therefore is
entitled a preferential corporate income tax rate of 15% pursuant to CaiShui [2014] No.
26 issued by the Ministry of Finance of the People's Republic of China.

No Hong Kong profits tax on the Group's subsidiaries has been provided at the rate of
16.5% as there was no assessable profit arising in Hong Kong during the year.

Pursuant to the PRC Corporate Income Tax Law, a 10% withholding tax is levied on
earnings of non-resident enterprise derivatives from the operations in Mainland China.
The withholding tax derives from inter-company charges from certain overseas
subsidiaries to PRC subsidiaries amounted to RMB28,326,000 for the year ended 31
December 2016 (2015: RMB18,851,000).

Pursuant to the PRC Corporate Income Tax Law, a 10% withholding tax is levied on
dividends declared to foreign investors from the foreign investment enterprises
established in Mainland China. The requirement is effective from 1 January 2008 and
applies to earnings after 31 December 2007. A lower withholding tax rate may be applied
if there is a tax treaty between Mainland China and the jurisdiction of the foreign
investors. For the Group, the applicable rate is 10%. The Group is therefore liable for
withholding taxes on dividends distributed by those subsidiaries established in Mainland
China in respect of earnings generated from 1 January 2008. At 31 December 2016, no
deferred tax has been recognised for withholding taxes that would be payable on the
unremitted earnings that are subject to withholding taxes of the Group's subsidiaries
established in Mainland China. In the opinion of the directors, it is not probable that these
subsidiaries will distribute such earnings. The aggregate amount of temporary
differences associated with investments in subsidiaries in Mainland China for which
deferred tax liabilities have not been recognised totalled approximately
RMB279,774,000 at 31 December 2016 (2015: RMB373,185,000).
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9.

10.

INCOME TAX (CONTINUED)

A reconciliation of the tax expense applicable to profit before tax using the statutory rate
in Mainland China to the tax expense at the effective tax rate is as follows:

2016 2015
RMB'000 RMB'000
Profit before tax 1,759,745 1,668,727
Tax at the PRC statutory tax rate of 25% 439,936 417,182
Tax effect of tax rate
differences between PRC and
overseas entities 81,114 (109,478)
Utilisation of unrecognised
deferred tax assets (4,956) (43,482)
PRC entities with preferential tax rate (22,253) (29,335)
Gain not subject to tax (223,134) -
Expenses not deductible for tax 1,121 13,593
Withholding tax on the deemed income 28,326 18,851
Total charge for the year 300,154 267,331

The effective tax rate of the Group was 17.06% (2015: 16.02%) for the year ended 31
December 2016.

The share of tax attributable to an associate amounting to RMB2,171,000 (2015: Nil),

respectively, is included in “Share of profit of an associate” in the consolidated statement
of profit or loss.

DIVIDENDS

The board of the directors does not recommend the payment of any dividend to the
ordinary equity holders of the Company for the year ended 31 December 2016 (2015:
Nil).
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11.

EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY HOLDERS OF
THE PARENT

The calculation of the basic earnings per share amount is based on the profit for the
year attributable to ordinary equity holders of the parent, and the weighted average
number of ordinary shares of 2,365,986,115 (2015: 2,372,040,532) in issue during
the year, as adjusted to reflect the rights issue during the year.

The calculation of the diluted earnings per share amount is based on the profit for the
year attributable to ordinary equity holders of the parent, adjusted to reflect the
interest on the convertible bonds, where applicable (see below). The weighted average
number of ordinary shares used in the calculation is the number of ordinary shares in
issue during the year, as used in the basic earnings per share calculation, and the
weighted average number of ordinary shares assumed to have been issued at no
consideration on the deemed exercise or conversion of all dilutive potential ordinary
shares into ordinary shares.

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

2016 2015
RMB'000 RMB'000
Earnings
Profit attributable to ordinary equity holders
of the parent, used in the basic and diluted
earnings per share calculations 1,459,591 1,401,396

Shares
Weighted average number of ordinary shares
in issue during the year used in the basic
earnings per share calculation 2,365,986,115 2,372,040,532

Effect of dilution - weighted average
number of ordinary shares:
Share options 40,234,598 65,802,978

2,406,220,713 2,437,843,510
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12.

RENTAL VEHICLES

At 1 January 2016:
Cost
Accumulated depreciation

Net carrying amount

At 1 January 2016, net of accumulated depreciation
Additions

Disposals and transfers to inventories

Transfers to finance leases

Depreciation provided during the year

At 31 December 2016, net of accumulated depreciation

At 31 December 2016:
Cost
Accumulated depreciation

Net carrying amount

At 1 January 2015:
Cost
Accumulated depreciation

Net carrying amount

At 1 January 2015, net of accumulated depreciation
Additions

Disposals and transfers to inventories

Transfers to finance leases

Depreciation provided during the year

At 31 December 2015, net of accumulated depreciation

Total
RMB’'000

11,016,202
1,677,329)

9,338,873

9,338,873
2,698,735
(1,601,288)

(1,903)
(1,257,679)

9,176,738

11,191,607
(2,014,869)

9,176,738

6,420,412
(1,186,218)

5,234,194

5,234,194

5,633,306
(586,459)
(2,804)
(939,364)

9,338,873

Vehicles with a total carrying value of RMB48,958,000 as at 31 December 2016 (2015:
RMB117,797,000) were pledged as securities for certain of the Group's interest-bearing

loans (note 27).
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13. OTHER PROPERTY, PLANT AND EQUIPMENT

In-car Leasehold Office furniture Construction
accessories improvements  and equipment Buildings in progress Total
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

At 1 January 2016:

Cost 130,307 53,635 76,156 154,291 27,856 442,245

Accumulated depreciation (42,212) (31,858) (40,567) (7,423) - (122,060)

Net carrying amount 88,095 21,777 35,589 146,868 27,856 320,185
At 1 January 2016, net of

accumulated depreciation 88,095 21,777 35,589 146,868 27,856 320,185
Additions 14,962 18,208 22,373 154,991 34,635 245,169
Acquisition of a subsidiary (note 33) - 7 - - 7
Depreciation provided during the year (32,156) (10,888) (13,094) (8,656) - (64,794)
Disposals - - (128) - - (128)
Disposals of subsidiaries (note 34) - (5,166) (3,331 - (8,497)
At 31 December 2016, net of

accumulated depreciation 70,901 23,931 41,416 293,203 62,491 491,942
At 31 December, 2016:

Cost 145,269 65,213 94,213 309,282 62,491 676,468

Accumulated depreciation (74,368) (41,282) (52,797) (16,079) - (184,526)

Net carrying amount 70,901 23,931 41,416 293,203 62,491 491,942
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13. OTHER PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

In-car Leasehold Office furniture Construction
accessories improvements  and equipment Buildings in progress Total
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
At 1 January 2015:
Cost 45,846 40,719 65,782 148,640 - 300,987
Accumulated depreciation (24,658) (27,130 (31,639 (3,756) - (87,183)
Net carrying amount 21,188 13,589 34,143 144,884 - 213,804
At 1 January 2015, net of
accumulated depreciation 21,188 13,589 34,143 144,884 - 213,804
Additions 84,461 12,916 14,446 5,651 27,856 145,330
Acquisition of subsidiaries (note 33) - - 278 - - 278
Depreciation provided during the year (17,554) (4,728) (11,961) (3,667) - (37,910)
Disposals - - 1,317 - - 1,317
At 31 December 2015, net of
accumulated depreciation 88,095 21,777 35,589 146,868 27,856 320,185
At 31 December, 2015:
Cost 130,307 53,635 76,156 154,291 27,856 442,245
Accumulated depreciation (42,212) (31,858) (40,567) (7,423) - (122,060)
Net carrying amount 88,095 21,777 35,589 146,868 27,856 320,185
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14, FINANCE LEASE RECEIVABLES
Certain rental vehicles have been leased out or disposed of through finance leases

entered into by the Group. These leases have remaining terms ranging generally from
1.5 to 3 years. Finance lease receivables are comprised of the following:

2016 2015

RMB'000 RMB'000

Net minimum lease payments receivable 244,130 181,504
Unearned finance income (24,161) (26,025)
Total net finance lease receivables 219,969 155,479
Less: Current portion 119,171 112,170
Non-current portion 100,798 43,309

Future minimum lease payments to be received under non-cancellable finance lease
arrangements as at 31 December 2016 and 2015 are as follows:

2016 2015

RMB'000 RMB'000

Within one year 138,174 133,237
In the second to fifth years, inclusive 105,956 48,267
244,130 181,504

The present values of minimum lease payments to be received under non-cancellable
finance lease arrangements as at 31 December 2016 and 2015 are as follows:

2016 2015

RMB'000 RMB'000

Within one year 119,171 112,170

In the second to fifth years, inclusive 100,798 43,309
219,969 155,479

15. PREPAYMENTS

2016 2015

RMB'000 RMB'000

Prepayments for rental vehicles 12,940 29,231
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16.

17.

PREPAID LAND LEASE PAYMENTS

Carrying amount at beginning of the year
Additions
Recognised during the year

Carrying amount at end of the year
Current portion included in
prepayments, deposits and
other receivables

Non-current portion

GOODWILL

Cost and net carrying amount
at beginning of the year
Acquisition of subsidiaries (note 33)

Cost and net carrying amount
at end of the year

Impairment testing of goodwill

2016
RMB'000

63,633

(1,614)

62,019

1,614

60,405

2016
RMB'000

6,659
69

6,728

2015
RMB'000

7,076
57,809

1,252)

63,633

1,614

62,019

2015
RMB'000

6,224
435

6,659

Goodwill acquired through business combinations has been allocated to the following
cash-generating unit for impairment testing to the balances of goodwill as at 31

December 2016 and 2015:

Vehicle rental cash-generating unit

The recoverable amount of the vehicle rental cash-generating unit has been determined
based on a value in use calculation using cash flow projections based on financial
budgets covering a five-year period approved by senior management. A terminal growth
rate of 3% (2015: 3%) has been projected beyond five years and the discount rate
applied to the cash flow projections is 13.5% (2015: 13.5%).
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17.

GOODWILL (CONTINUED)

Impairment testing of goodwill (continued)

Assumptions were used in the value in use calculation of the above cash-generating unit
for 31 December 2016 and 31 December 2015. The following describes each key
assumption on which management has based its cash flow projections to undertake
impairment testing of goodwill:

Budgeted gross margins - The basis used to determine the value assigned to budgeted
gross margins is the average gross margins achieved in the year immediately before the
budget year, increased for expected efficiency improvements, and expected market
development.

Discount rate - The discount rate used is before tax and reflects specific risks relating
to the relevant unit.

The values assigned to the key assumptions on the market development of the vehicle
rental industry and the discount rate are consistent with external information sources.
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18. OTHER INTANGIBLE ASSETS

At 1 January 2016:
Cost
Accumulated
amortisation
Net carrying amount

At 1 January 2016, net of
accumulated
depreciation

Additions

Acquisition of a subsidiary
(note 33)

Disposal of subsidiaries
(note 34)

Amortisation provided
during the year

At 31 December 2016,
net of accumulated
depreciation

At 31 December 2016:
Cost
Accumulated
amortisation

Net carrying amount

At 1 January 2015:
Cost
Accumulated

amortisation

Net carrying amount

At 1 January 2015, net of
accumulated
amortisation

Additions

Acquisition of subsidiaries
(note 33)

Amortisation provided
during the year

At 31 December 2015,
net of accumulated
depreciation

At 31 December 2015:
Cost
Accumulated
amortisation

Net carrying amount

Auto
Vehicle repair
rental service
Customer business business Licence Trademark
Software  relationship licences licences plates use right Total
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000  RMB'000
33,209 180 42,525 3,060 106,620 7,030 192,624
(19,850) (180) (6,919) (2,181) - (3,749 (32,879)
13,359 - 35,606 879 106,620 3,281 159,745
13,359 35,606 879 106,620 3,281 159,745
3,787 - - 1,387 - 5,174
84 - - 84
(1,102) - - - (1,102)
(6,239) (1,869) (302) - (1,406) 9,816)
9,805 33,737 661 108,007 1,875 154,085
35,838 180 42,525 3,144 108,007 7,030 196,724
(26,033) (180) (8,788) (2,483) - (5,155) (42,639)
9,805 33,737 661 108,007 1,875 154,085
25,723 180 42,525 2,868 102,400 7,030 180,726
(13,527 142) (5,050) (1,485) - (2,343) (22,547)
12,196 38 37,475 1,383 102,400 4,687 158,179
12,196 38 37,475 1,383 102,400 4,687 158,179
7,486 - - - 4,220 - 11,706
192 - - 192
(6,323) (38) 1,869) (696) - (1,406) (10,332)
13,359 35,606 879 106,620 3,281 159,745
33,209 180 42,525 3,060 106,620 7,030 192,624
(19,850) (180) (6,919) 2,181) - 3.749) (32,879)
13,359 35,606 879 106,620 3,281 159,745
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19. INVESTMENT IN AN ASSOCIATE

Share of net assets
Goodwill on acquisition

Particulars of the associate are as follows:

Place of
Particulars of registration
Name issued shares held and business
RSN 4 Ordinary shares
BRI
AR
QWOM™)

Percentage of
incorporation/ ownership interest
attributable
to the Group

2016
RMB'000

24,072

8,306

32,378

Principal
activities

Providing mobile
internet digital

marketing solutions

based on big data
analytics

The Group, through its wholly-owned subsidiary Haike (Pingtan) Information
Technology Co., Ltd., acquired 30% equity interests in QWOM in April 2016 (note 33).
The Group’s interest in QWOM is accounted for using the equity method in the

consolidated financial statements.

The following table illustrates the financial information of the Group's associate:

Share of the associate’s profit for the year

Share of the associate’s total
comprehensive income

Carrying amount of the Group's
investment in the associate
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2016
RMB'000

5,968
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20. INVESTMENTS IN EQUITY SHARES AND REDEEMABLE PREFERENCE
SHARES

Investments in redeemable preference

shares of unlisted companies

— Souche Holdings Ltd.

— UCAR Technology Inc.
Investments in equity shares of an
unlisted company

— UCAR Technology Inc.

— UCAR Inc. (PN FL I 3 A FRA 7]
(formerly, Huaxia United Science

& Technology Co., Ltd.)
Investments in equity shares of an
publicly held company

— UCAR Inc.
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2016 2015
RMB'000 RMB'000
197,216 161,828

- 1,719,924

37,018 -

- 160,351
2,839,472 -
3,073,706 2,042,103
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20.

INVESTMENTS IN EQUITY SHARES AND REDEEMABLE PREFERENCE
SHARES (CONTINUED)

(a) Souche Holdings Ltd. ("Souche")

In April 2015, the Group subscribed for redeemable preference shares in Souche, which
is an unlisted company and principally engaged to provide online platform and relevant
professional services of trade-in used cars, at a total consideration of US$26.49 million
(equivalent to approximately RMB161,828,000). According to the subscription
agreement, the redemption price of such preference shares was agreed at not less than
its original subscription price. After the investment of the redeemable preference
shares, the Group held 19.91% of the equity interests (as converted) in Souche as at 31
December 2015. The directors of the Company are of the opinion that the Group does
not have significant influence over Souche.

The Group designated such redeemable preference share investment in Souche (a
hybrid contract, i.e., host debt plus embedded conversion derivative) as a financial asset
at fair value through profit or loss upon initial recognition. As the conversion option is
precluded from fair value measurement, the entire hybrid contract (a host debt and
conversion option) was deemed not to be reliably measurable as at 31 December 2015.
As a result, the investment in Souche was measured at cost less impairment and the
directors of the Company were of the opinion that there was no impairment indication
identified for the investment in Souche as at 31 December 2015.

Pursuant to a new round of investment of Souche in May 2016, the equity interests (as
converted) held by the Group in Souche was diluted from 19.91% as at 31 December
2015 to 14.79% as at 31 December 2016 after the closing of this new series of
investment in 2016.

The redeemable preference shares were measured at fair value and were classified as
Level 3 fair value measurement. The fair value of the redeemable preference share
investment in Souche was estimated with the assistance of an independent valuation
company. The fair value of the redeemable preference share investment in Souche as
at 31 December 2016 was based on the market approach, with reference to the market
multiples from comparable companies with consideration of the size, profitability and
development stage of the industry and those comparable companies. The associated
fair value gain of RMB35,388,000 for the year ended 31 December 2016 was
recognised through profit or loss under “other income and expenses, net”.
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20.

INVESTMENTS IN EQUITY SHARES AND REDEEMABLE PREFERENCE
SHARES (CONTINUED)

(b) UCAR Technology Inc. ("UCAR Cayman")

On 1 July 2015, the Group, among others, entered into the Series A preference share
subscription agreement with UCAR Cayman, pursuant to which the Group agreed to
subscribe for 2,500,000 Series A preference shares in UCAR Cayman for a
consideration of US$125 million. On 16 September 2015, the Group, among others,
entered into the Series B preference share subscription agreement with UCAR Cayman
pursuant to which the Group agreed to subscribe for 443,263 Series B preference
shares for a consideration at US$50 million. On the assumption that all Series A and
Series B preference shares are converted into ordinary shares of UCAR Cayman based
on the fully-diluted conversion ratio of 1:1, the Company will hold approximately 9.35%
of the total issued and outstanding shares of UCAR Cayman. The directors of the
Company are of the opinion that the Group does not have significant influence over
UCAR Cayman.

The Group designated such preference share investment in UCAR Cayman (a hybrid
contract, i.e., host debt plus embedded conversion derivative) as a financial asset at fair
value through profit or loss upon initial recognition.

In January 2016, UCAR Cayman transferred its chauffeured car services business to
Huaxia United Science & Technology Co., Ltd. (“Huaxia United”) (the "Business
Transfer”). The Business Transfer resulted in an accounting reclassification of
RMB1,542,409,000 from the preference share investment in UCAR Cayman to the
ordinary share investment in Huaxia United.

Pursuant to a board resolution of UCAR Cayman dated 5 May 2016, all of the preference
shares held by the Company were converted to ordinary shares on a 1:1 basis on the
same day. The Group designated such ordinary share investment as a financial asset at
fair value through profit or loss.

The unlisted equity shares were measured at fair value and were classified as Level 3
fair value measurement. The fair value of the equity share investment in UCAR Cayman
was estimated with the assistance of an independent valuation company. The fair value
of the equity share investment in UCAR Cayman as at 31 December 2016 was based on
the proportion of the equity amount of UCAR Cayman. The associated fair value loss of
RMB140,497,000 for the year ended 31 December 2016 was recognised through
profit or loss under “other income and expenses, net".
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20.

INVESTMENTS IN EQUITY SHARES AND REDEEMABLE PREFERENCE
SHARES (CONTINUED)

() UCAR Inc. ("UCAR", tNEER AR/ E]) (formerly, Huaxia United)

In December 2015, UCAR Cayman implemented a corporate restructuring (the "UCAR
Restructuring™), whereby the then shareholders of UCAR Cayman would acquire equity
interests and increase capital in Huaxia United. The amount of the capital increase in
Huaxia United was contributed by the distribution from UCAR Cayman to its then
shareholders. Upon completion of the UCAR Restructuring, the percentage of equity
interests held by the Group, through China Auto Rental Limited (“CAR HK", a wholly-
owned subsidiary of the Company), in Huaxia United will be the same as the Company'’s
then shareholding percentage in UCAR (i.e., 9.35%). In January 2016, UCAR Cayman
transferred its chauffeured car services business to Huaxia United and the Business
Transfer resulted in an accounting reclassification of RMB1,542,409,000 from the
preference share investment in UCAR Cayman to the ordinary share investment in
Huaxia United. Huaxia United subsequently changed its name to UCAR Inc. (P N{EE N
AR ZYE]D. The equity interest held by CAR HK in UCAR was diluted from 9.35% as at
31 December 2015 to 7.42% as at 31 December 2016 after a series of capital injections
in UCAR from third parties before the completion of UCAR’s listing on the National
Equities Exchange and Quotations of the PRC (“NEEQ™) in July 2016.

The directors of the Company are of the opinion that the Group does not have significant
influence over Huaxia United or UCAR and the Group designated such equity investment
in Huaxia United or UCAR as a financial asset at fair value through profit or loss upon
initial recognition.

The equity shares of UCAR were measured at fair value and were classified as Level 3
fair value measurement. The fair value of the ordinary share investment in UCAR was
estimated with the assistance of an independent valuation company. The fair value of
the ordinary share investment in UCAR as at 31 December 2016 was based on the
market approach, with reference to the market multiples from comparable companies
with consideration of the size, profitability and development stage of the industry and
those comparable companies. The associated fair value gain of RMB1,136,712,000 for
the year ended 31 December 2016 was recognised through profit or loss under “other
income and expenses, net"”.
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21. INVENTORIES

2016 2015

RMB’'000 RMB'000

Used rental vehicles held for sale 181,658 68,482
Fuel 38,984 35,325
Others 12,806 7,936

233,448 111,743
22. TRADE RECEIVABLES
2016 2015
RMB'000 RMB'000
Trade receivables 107,978 278,452

Impairment provision

(8,339

99,639

(39,092)

239,360

The Company generally does not provide credit terms to short-term rental customers.
The credit period for long-term rental customers and finance lease customers is
generally one to three months for major customers. The Group seeks to maintain strict
control over its outstanding receivables to minimise credit risk. Overdue balances are
reviewed regularly by senior management. In view of the aforementioned and the fact
that the Group's trade receivables relate to a large number of diversified customers,
there is no significant concentration of credit risk. The Group does not hold any collateral
or other credit enhancements over its trade receivable balances. Trade receivables are
non-interest-bearing.

An aging analysis of the trade receivables as at the end of 2016, based on the invoice
date and net of provisions, is as follows:

2016 2015

RMB'000 RMB'000

Within 3 months 79,824 177,431
3 to 6 months 14,613 33,621
6 to 12 months 5,202 13,515
Over 1 year - 14,793
99,639 239,360
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22.

23.

TRADE RECEIVABLES (CONTINUED)

The movements in provision for impairment of trade receivables are as follows:

2016 2015

RMB'000 RMB'000

Balance at beginning of the year 39,092 25,854
Impairment losses recognised 30,289 41,942
Amount written off as uncollectible (61,042) (28,704)
Balance at end of the year 8,339 39,092

An aging analysis of the trade receivables that are not individually or collectively
considered to be impaired is as follows:

2016 2015

RMB'000 RMB'000

Neither past due nor impaired 46,494 132,482
Past due but not impaired:

Less than 3 months past due 48,499 73,774

3 months to 1 year past due 2,209 17,419

Over 1 year past due - 12,011

97,202 235,686

Receivables that were neither past due nor impaired relate to diversified customers for
whom there was no recent history of default.

Receivables that were past due but not impaired relate to a number of independent
customers that have a good track record with the Group. Based on past experience, the
directors of the Company are of the opinion that no provision for impairment is necessary
in respect of these balances as there has not been a significant change in credit quality
and the balances are still considered fully recoverable.

PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES

2016 2015

RMB'000 RMB'000

Deductible VAT input 845,459 833,508
Prepayments 196,573 250,361
Other receivables 96,433 108,454
Rental deposits 24,354 21,812
Others 9,270 44,212
1,172,089 1,258,347

None of the above assets is either past due or impaired. The financial assets included in
the above balances relate to receivables for which there was no recent history of default.
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24.

25.

CASH AND CASH EQUIVALENTS AND RESTRICTED CASH

2016 2015
RMB'000 RMB'000
Cash and bank balances 5,291,737 1,473,018
Time deposits 432,724 567,989
5,724,461 2,041,007

Less: Pledged time deposits:
Pledged for long term bank loans* - 51,829
Pledged for bank overdraft facilities 1,300 1,300
Cash and cash equivalents 5,723,161 1,987,878

* The Group pledged certain deposits of RMB51,829,000 to secure the Group's interest-bearing
loans as at 31 December 2015 (note 27).

The cash and bank balances of the Group denominated in RMB amounted to
RMB981,725,000 and RMB2,771,053,000 as at 31 December 2015 and 31 December
2016, respectively. The RMB is not freely convertible into other currencies, however,
under Mainland China's Foreign Exchange Control Regulations and Administration of
Settlement, Sale and Payment of Foreign Exchange Regulations, the Group is permitted
to exchange RMB for other currencies through banks authorised to conduct foreign
exchange business.

Cash at banks earns interest at floating rates based on daily bank deposit rates. Short
term time deposits are made for varying periods of between one day and three months
depending on the immediate cash requirements of the Group, and earn interest at the
respective short term time deposit rates. The bank balances and pledged deposits are
deposited with creditworthy banks with no recent history of default.

The carrying amounts of the cash and cash equivalents approximate to their fair values.

TRADE PAYABLES

An ageing analysis of the outstanding trade payables as at 31 December 2016 and 31
December 2015, based on the invoice date, is as follows:

2016 2015

RMB'000 RMB'000

Within 3 months 64,042 15,960
3 to 6 months 4,224 4,032
Over 6 months 4,402 1,008
72,668 21,000

The trade payables are non-interest-bearing and are normally settled on 60-day terms.
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26. OTHER PAYABLES AND ACCRUALS

2016

RMB'000

Interest payables 158,657

Deposits by customers - rental deposits 119,443

Payroll payable 102,480

Other tax payable 96,481
Payable for other property,

plant and equipment 13,838

Others 68,454

559,353

Other payables and accruals are non-interest-bearing.
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2015
RMB'000

137,066
110,066
65,802
68,621

42,724

41,247
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

As at 31 December 2016

27. INTEREST-BEARING BANK AND OTHER BORROWINGS

Current:
Short-term loans
- guaranteed
- unsecured and
unguaranteed

Current portion of sale and
leaseback obligations

- secured

Current portion of long-term

bank loans

- guaranteed

- unsecured and
unguaranteed

Current portion of long-term

other loans

- guaranteed

- secured

- unsecured and
unguaranteed

Non-current

Sale and leaseback obligations

- secured
Bank loans
- guaranteed
- unsecured and
unguaranteed
Other loans
- secured
- unsecured and
unguaranteed

2016 2015
Effective Effective
interest interest
rate (%) Maturity RMB'000 rate (%) Maturity  RMB'000
- - 5.06-5.61 2016 1,500
4.57-5.06 2017 298,839 4.90-6.03 2016 147,354
5.18 2017 25,975 4.79 2016 151,474
3.64-5.78 2017 656,374 3.40-8.00 2016 100,009
4.99-6.21 2017 838,647 4.99-6.90 2016 180,578
- 8.00-8.10 2016 496,917
7.44-8.23 2017 5,556 5.55-8.88 2016 76,579
7.50 2017 600,000 -
2,425,391 1,154,411
- 4.79 2017 25,975
3.64-5.78 2018-2019 3,212,007 3.40-8.00 2017-2018 944,876
4.99-6.21 2018-2019 608,735 4.99-6.90 2017-2018 592,297
- - 5.55-8.88 2017 5,566
- - 7.50 2017 600,000
3,820,742 2,168,714
6,246,133 3,323,125
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27. INTEREST-BEARING BANK AND OTHER BORROWINGS (CONTINUED)

2016 2015
RMB'000 RMB'000
Analysed into:
Bank loans repayable:

Within one year or on demand 1,793,860 429,442
In the second year 1,952,240 892,514

In the third to fifth years,
inclusive 1,868,502 644,659
5,614,602 1,966,615

Other borrowings repayable:
Within one year or on demand 605,556 573,495

In the second year 605,566
605,556 _ 1,179,061

Sale and leaseback obligations:
Within one year or on demand 25,975 151,474
In the second year -

25,975

25,975 177,449
6,246,133 3,323,125

As at 31 December 2016, the Group had overdraft bank facilities amounting to
RMB9,042,796,000 (2015: RMB6,861,039,000), of which RMB6,206,100,000 (2015:
RMB2,408,496,000) were utilised.

80



CAR Inc.
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27.

28.

INTEREST-BEARING BANK AND OTHER BORROWINGS (CONTINUED)

Bank and other loans with the following amounts outstanding as at 31 December 2016
and 2015 were secured/quaranteed by the following:

(€)]

(b)

©

2016 2015 Lender
RMB'000 RMB'000
570,717 Guaranteed by Legend Holdings
(@
31,531 207,836 Secured by certain rental vehicles
(b)
1,183,333 122,350 Guaranteed by CAR Inc.
2,685,048 850,235 Guaranteed by seven offshore
subsidiaries of the Group
51,758 Secured by certain pledged
deposits ()
2,346,221 1,520,229 Unsecured or guaranteed
6,246,133 3,323,125

On 1 July 2012, Legend Holdings undertook that it will provide financial assistance
to the Group in an amount of no less than RMB4.6 billion. The financial assistance
will be in the form of loans made to the Group either directly or indirectly by Legend
Holdings, or loans provided by any banks or non-bank financial institutions to the
Group secured by guarantees provided by Legend Holdings. The last guarantee
contract provided by Legend Holdings is due on 8 May 2016 and the company paid
the loan back on 5 May 2016. Consequently, as at 31 December 2016, no
borrowing (31 December 2015: RMB570,717,000), less administration fee, was
guaranteed by Legend Holdings.

Bank and other borrowings of RMB31,531,000 (2015: RMB207,836,000) as at 31
December 2016 were secured by certain of the Group's rental vehicles, the total
carrying amount of which at 31 December 2016 was RMB48,958,000 (2015:
RMB117,797,000) (note 12).

Other borrowings of RMB51,758,000 as at 31 December 2015 were secured by
certain of the Group's pledged deposits, the total carrying amount of which at 31
December 2015 was RMB51,829,000 (note 24).

SENIOR NOTES

(1) The 2015 Notes (A)

On 4 February 2015, the Company issued senior notes with an aggregate principal
amount of US$500,000,000 due 2020 (the 2015 Notes (A)"). The 2015 Notes (A)
were listed on the Stock Exchange of Hong Kong Limited. The 2015 Notes (A) carries
interest at the rate of 6.125% per annum, payable semi-annually on 4 February and 4
August in arrears, and will mature on 4 February 2020, unless redeemed earlier.
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28.

SENIOR NOTES (CONTINUED)

(1) The 2015 Notes (A) (continued)
The 2015 Notes (A) may be redeemed in the following circumstances:

(i) On or after 4 February 2018, the Company may on any one or more occasions redeem
all or any part of the 2015 Notes (A), at the redemption prices (expressed as
percentages of the principal amount) set forth below, plus accrued and unpaid
interest, if any, on the 2015 Notes (A) redeemed, to (but not including) the applicable
date of redemption, if redeemed during the twelve-month period beginning on 4
February of the years indicated below, subject to the rights of holders of the 2015
Notes (A) on the relevant record date to receive interest on the relevant interest
payment date:

Year Redemption price
2018 103.0625%
2019 and thereafter 101.53125%

(ihDAt any time prior to 4 February 2018, the Company may at its option redeem the
2015 Notes (A), in whole but not in part, at a redemption price equal to 100% of the
principal amount of the 2015 Notes (A) redeemed plus the applicable premium as at,
and accrued and unpaid interest, if any, to (but not including) the redemption date.

(iii)At any time and from time to time prior to 4 February 2018, the Company may
redeem up to 35% of the aggregate principal amount of the 2015 Notes (A) with the
net cash proceeds of one or more sales of common stock of the Company in an equity
offering at a redemption price of 106.125% of the principal amount of the 2015 Notes
(A) redeemed, plus accrued and unpaid interest, if any, to (but not including) the
redemption date, subject to certain conditions.

The 2015 Notes (A) recognised in the statement of financial position were calculated as
follows:

2016 2015
RMB'000 RMB'000
Total carrying amount at 1 January 3,248,164 -
Addition, net of issuance costs - 2,974,364
Exchange realignment 221,288 177,659
Interest expenses 221,518 189,811
Interest expense payment (201,843) (93,670
Total carrying amount at 31 December 3,489,127 3,248,164
Less: Interest payables due within one year
reclassified to other payables and
accruals 88,519 82,861
3,400,608 3,165,303

Early redemption options are regarded as embedded derivatives not closely related to
the host contract. The directors of the Company considered that the fair value of the
above early redemption options was not significant on initial recognition and as at 31
December 2016 and 2015.
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28.

SENIOR NOTES (CONTINUED)
(2) The 2015 Notes (B)

On 11 August 2015, the Company issued senior notes with an aggregated nominal value
of USS300 million due 2021 (the “2015 Notes (B)"). The 2015 Notes (B) were listed on
the Stock Exchange of Hong Kong Limited. The 2015 Notes (B) carries interest at the
rate of 6.00% per annum, payable semi-annually on 11 February and 11 August in
arrears, and will mature on 11 February 2021, unless redeemed earlier.

On or after 11 August 2018, the Company may on any one or more occasions redeem
all or any part of the 2015 Notes (B), at the redemption prices (expressed as
percentages of the principal amount) set forth below, plus accrued and unpaid interest,
if any, on the 2015 Notes (B) redeemed, to (but not including) the applicable date of
redemption, if redeemed during the twelve-month period beginning on 11 August of the
years indicated below, subject to the rights of holders of the 2015 Notes (B) on the
relevant record date to receive interest on the relevant interest payment date:

Year Redemption price
2018 103.0%
2019 and thereafter 101.5%

The 2015 Notes (B) recognised in the statement of financial position were calculated
as follows:

2016 2015
RMB'000 RMB'000
Total carrying amount at 1 January 1,942,443 -
Addition, net of issuance costs - 1,846,241
Exchange realignment 132,449 48,486
Interest expenses 128,232 47,716
Interest expense payment (118,831) -
Total carrying amount at 31 December 2,084,293 1,942,443
Less: Interest payables due within one year
reclassified to other payables and
accruals 48,959 45,714
2,035,334 1,896,729

Early redemption options are regarded as embedded derivatives closely related to the
host contract.
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29.

DEFERRED TAX

The movements in deferred tax liabilities and assets during the years are as follows:

Deferred tax assets

At 1 January 2016

Credited to the
statement of profit or loss
during the year

Disposal of subsidiaries (note 34)

At 31 December 2016
At 1 January 2015
Credited to the
statement of profit or loss
during the year

At 31 December 2015

Deductible

Accumulated temporary
losses differences Total
RMB'000 RMB'000 RMB'000
2,435 61,227 63,662
13,331 60,467 73,798
(9,875) (5,010) (14,885)
5,891 116,684 122,575
- 573 573
2,435 60,654 63,089
2,435 61,227 63,662

The Group had unused tax losses of RMB34,855,000 (2015: RMB54,118,000) available
for offsetting against future profits in respect of certain subsidiaries as at 31 December
2016, and the deferred tax assets have not been recognised. Such tax losses will expire

during 2017 to 2021.

Deferred tax assets have not been recognised in respect of these losses as they have
arisen in subsidiaries that have been loss-making for some time and it is not considered
probable that taxable profits will be available against which the tax losses can be utilised.

The Group had temporary differences of RMB34,855,000 (2015: RMB148,714,000)
that have not been recognised as deferred tax assets due to the uncertainty of their

utilisation as at 31 December 2016.
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29. DEFERRED TAX (CONTINUED)

Deferred tax liabilities

Fair value Depreciation
adjustments allowance
arising from in excess
acquisition of of related
subsidiaries depreciation Total
RMB'000 RMB’'000 RMB'000
At 1 January 2016 19,011 100,629 119,640
(Credited)/charged to the
statement of
profit or loss
during the year (5,482) 37,441 31,959
Acquisition (note 33) 21 - 21
At 31 December 2016 13,550 138,070 151,620
At 1 January 2015 19,842 17,466 37,308
(Credited)/charged to the
statement of
profit or loss
during the year (879) 83,163 82,284
Acquisition (note 33) 48 - 48
At 31 December 2015 19,011 100,629 119,640

There was no significant unrecognised deferred tax liability as at 31 December 2016
and 31 December 2015 for taxes that would be payable on the unremitted earnings of
the Group's subsidiaries as the Group has no liability to additional tax should such
amounts be remitted.

Pursuant to the PRC Corporate Income Tax Law, a 10% withholding tax is levied on
dividends declared to foreign investors from the foreign investment enterprises
established in Mainland China. The requirement is effective from 1 January 2008 and
applies to earnings after 31 December 2007. A lower withholding tax rate may be
applied if thereis a tax treaty between Mainland China and the jurisdiction of the foreign
investors. The Group is therefore liable for withholding taxes on dividends distributed
by those subsidiaries established in Mainland China in respect of earnings generated
from 1 January 2008. For the Group, the applicable rate is 10%.

As at 31 December 2016, no deferred tax (2015: Nil) has been recognised for
withholding taxes that would be payable on the unremitted earnings that are subject to
withholding taxes of the Group's subsidiaries established in Mainland China. In the
opinion of the directors, it is not probable that these subsidiaries will distribute such
earnings to foreign entities in the foreseeable future.

There are no income tax consequences attaching to the payment of dividends by the
Company to its shareholders.
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30.

SHARE CAPITAL

Shares
2016 2015
RMB'000 RMB'000
Authorised:
26,000,000,000 ordinary
shares of US$0.00001 each 1,586 1,586

Issued and fully paid:
2,338,665,171 (2015: 2,393,983,835) ordinary shares
of US$0.00001 each 144 147

The Company was incorporated as an exempted company with limited liability in the
Cayman Islands on 25 April 2014 by China Auto Rental Holdings Inc. (“CARH") with
authorised share capital of US$260,000 divided into 5,200,000,000 shares of
US$0.00005 each. On the date of incorporation, 1 ordinary share at par value of
US$0.00005 was allotted and issued as fully paid by CARH. On 12 June 2014, the
Company further issued and allotted 373,444,013 shares to CARH at par value.

On 2 July 2014, the Company effected a share split, pursuant to which each ordinary
share was subdivided into five ordinary shares, and the par value of the share was
changed from US$0.00005 per share to US$0.00001 per share. Immediately after the
share split, the authorised share capital of the Company became US$260,000 divided
into 26,000,000,000 ordinary shares of par value of US$0.00001 each and issued
share capital became 1,867,220,070 shares of par value of US$0.00001 each.

On 19 September 2014, the Company issued 426,341,000 shares in its initial public
offering at the price of HK$8.50 per share.

On 25 September 2014, the Company issued additional 63,951,000 shares at the price
of HKS$8.50 per share as a result of exercise of over-allotment options by the
underwriters. Total proceeds from the initial public offering (including the over-
allotment) were HKS$S4,167,482,000 (approximately RMB3,302,729,000), and net
proceeds were HK$4,026,035,684 (approximately RMB3,183,191,000) after
deduction of related issuance costs.
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30.

SHARE CAPITAL (CONTINUED)

A summary of movements in the Company’'s share capital for the year ended 31
December 2016 is as follows:

Number of Nominal
issued and  value of
fully paid ordinary Share
ordinary shares shares premium Total
RMB'O00 RMB'O00  RMB'000

Issued and fully paid:
As at 1 January 2015 2,357,512,070 145 3,183,161 3,183,306
Issuance of shares pursuant

to the option scheme

(note 31) 36,471,765 2 138,077 138,079

At 31 December 2015

and 1 January 2016 2,393,983,835 147 3,321,238 3,321,385
Issuance of shares pursuant

to the option scheme

(note 31) (a) 9,488,336 1 40,666 40,667
Cancellation of shares (b) (64,807,000) (4)_ (422,441) (422,445)
At 31 December 2016 2,338,665,171 144 2,939,463 2,939,607
(@) The subscription rights attaching to 9,488,336 share options were exercised

(b)

during the year ended 31 December 2016, at the average subscription price of
USDO.16 per share (note 31), resulting in the issue of 9,488,336 ordinary shares
at a total cash consideration of RMB10,073,000, of which RMB10,072,000 was
charged to share premium. Meanwhile, an amount of RMB30,594,000 was
transferred from the share option reserve to share premium upon exercise of the
share options.

On 17 May 2016, the Company’s shareholders granted a general mandate to the
directors of the Company to repurchase shares of the Company (the “Repurchase
Mandate”) at the annual general meeting (the "AGM"). Pursuant to the Repurchase
Mandate, the Company is allowed to repurchase up to 239,507,709 shares, being
10% of the total number of issued shares of the Company as at the date of the AGM,
on the Stock Exchange. The Company purchased 66,065,000 of its shares on the
Hong Kong Stock Exchange at a total consideration of HK$501,209,000
(approximately RMB430,919,000) during the year ended 31 December 2016, of
which 64,807,000 shares were cancelled afterwards. The remaining 1,258,000
shares of HK$9,449,000 (approximately RMB8,474,000) were recorded as
treasury shares in the consolidated statement of financial position as at 31
December 2016.
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31.

SHARE OPTION SCHEME

CARH operates a share option scheme (the “Scheme”) for the purpose of providing
incentives and rewards to eligible participants within the Group who contribute to the
success of the Group’'s operation. Eligible participants of the Scheme include the
directors and other employees of the Group. The Scheme became effective on 18
December 2013.

The maximum number of share options currently permitted to be granted under the
Scheme is in aggregate 14,035,595 shares, including the Tranche A Options granted
for a total number of 7,017,798 shares and the Tranche B Options granted for a total
number of 7,017,797 shares. Any further grant of share options in excess of this limit
is subject to shareholders’ approval in a general meeting.

On 18 December 2013, 7,017,798 Tranche A options and 7,017,797 Tranche B
options have been granted with exercise prices of US$0.29, and US$0.87, respectively.
The exercise prices of share option were determined by the directors. The Tranche A
Options granted were fully vested on 31 December 2013 with no further service
conditions attached, and the Tranche B Options granted become vested on 31
December 2014, 2015, 2016 and 2017, respectively, in four equal batches.

In March 2014, CARH further adopted the 2014 share option scheme (“2014 CARH
Pre-IPO Share Option Scheme™) which was approved by a board resolution passed on 1
March 2014 and further approved by a resolution passed by CARH shareholders on 1
March 2014. The 2014 CARH Pre-IPO Share Option Scheme Options granted become
vested on 1 May 2015, 2016, 2017 and 2018, respectively, in four equal batches.

As part of the reorganisation, the Company was incorporated in Cayman Islands on 25
April 2014. The Company subsequently became the fully owned subsidiary of CARH and
the holding company of the Group accordingly. In connection with the above
restructuring, CARH cancelled the 2013 CARH Pre-IPO Share Option Scheme and the
2014 CARH Pre-IPO Share Option Scheme while the Company adopted a new share
option scheme (the “2014 Pre-IPO Share Option Scheme™) as a replacement. The
replacement plan was approved by board resolutions of CARH and the Company,
respectively, on 15 June 2014.

The cancelled and the replacement awards involve exactly the same conditions
including exercise prices and vesting year, and were treated as modification with the
incremental fair value being recognised over the vesting year of replacement share-
based payment award.

On 14 August 2014, 4,456,688 Tranche C options have been granted with an exercise
price of US$0.87. The 300,000 share options granted to certain management members
will be vested on each of 1 August 2015, 2016, 2017 in equal batches and the
remaining share options will be vested on each of 1 August 2015, 2016, 2017 and
2018.

Share options do not confer rights on the holders to dividends or to vote at shareholders’
meetings.
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31.

SHARE OPTION SCHEME (CONTINUED)

On 3 July 2014, the Company effected a share split, pursuant to which each ordinary
share was subdivided into five ordinary shares. Immediately after the share split, the
exercise price of each share option was amended to one-fifth of the exercise price
before split.

On 5 April 2016, the Company adopted a Share Option Scheme by an ordinary
resolution passed by its shareholders (“Post-IPO Share Option Scheme™) for the
purpose of providing incentives and rewards to eligible participants within the Group
who contribute to the success of the Group’s operation. The Post-IPO Share Option
Scheme has become effective for the period of 10 years commencing on the effective
date. The maximum number of the Company’s shares in respect of which options may
be granted pursuant to the Post-IPO Share Option Scheme is 239,494,759 shares,
being 10% of the total issued shares of the Company on the date of approval of the Post-
IPO Share Option Scheme.

No share options have been granted under the Post-IPO Share Option Scheme since its
adoption on 5 April 2016 and there are no outstanding share options as at December
31, 2016.

The following share options were outstanding under the Scheme during the years ended
31 December 2016 and 2015:

2016 2015
Weighted Weighted
average Number average Number
exercise price of options exercise price of options
uss$ uss
per share per share
At 1 January,
after share split 0.15 60,083,755 0.13 98,491,430
Forfeited during the year* 0.17 (1,619,823) 0.17 (1,935,910)
Exercised during the year 0.16 (9,488,336) 0.10 (36,471,765)
At 31 December 0.15 48,975,596 0.15 60,083,755

* One executive's employment was terminated on 1 January 2015 and the number of the then
unvested share options of this employee was 3,447,380. As an ex gratia award, the employee
was allowed to retain 50% of the unvested share options (i.e., 1,723,690 options) as part of the
package of benefits agreed with the employee on termination of employment. Such ex gratia
award became fully vested immediately with the original exercise price. The Group treated the
lapse of unvested share options as forfeiture by reversing the costs already recorded in relation
to unvested options and recognised the cost of the ex gratia award at the fair value at the award
grant date, resulting in a net charge on termination of RMB10,315,266 during the year ended
31 December 2015.

The exercise prices and exercise years of the share options outstanding as at the
reporting date are as follows:
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31.

SHARE OPTION SCHEME (CONTINUED)

Number of
options

9,914,235
22,274,851
3,081,070
13,705,440

48,975,596

Exercise price
USS per share

0.058
0.174
0.174
0.174

Exercise year

Till 31 December 2023
Till 31 December 2023
Till 1 May 2024

Till 31 August 2024

On 12 April 2016, the employment contracts of 21 executives in the Group were
terminated, of whom there were 14,606,233 unvested share options then. As approved
by the directors of the Company as at 11 April 2016 and agreed with the employees, such
share options became fully vested immediately before the terminations with the exercise
price unchanged. The Group treated the immediate vesting as a simultaneous forfeiture of
the unvested share options and a grant of an ex-gratia award, which resulted in a net
charge of share option expense of RMB54,775,000 during the year ended 31 December

2016.

No new share options were granted in year of 2016 (2015: Nil). The Group recognised a
share option expense of RMB80,540,000 (2015: RMB86,001,000) during the year ended

31 December 2016.

The fair values of equity-settled share options granted during the reporting period were
estimated as at the date of grant using a binomial model, taking into account the terms
and conditions upon which the options were granted. The following table lists the inputs

to the model used:

2016

CARH share option scheme

Expected dividend yield (%)
Expected volatility (%)
Risk-free interest rate (%)

Expected life of options (year)
Weighted average exercise
price (USS), after share split

2015

CARH share option scheme

Expected dividend yield (%)
Expected volatility (%)
Risk-free interest rate (%)

Expected life of options (year)
Weighted average exercise
price (USS), after share split

Tranche A

0.0%
54.0%
2.54%

7.5

0.058

Tranche A

0.0%
54.0%
2.54%

8.5

0.058
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Tranche B

0.0%
54.0%
2.54%

3.5-75

0.174

Tranche B

0.0%
54.0%
2.54%

4.5-8.5

0.174

Tranche C

0.0%
50.0%
2.58%

4-8

0.174

Tranche C

0.0%
50.0%
2.58%

5-9

0.174

2014 CARH
Pre-IPO
Share option
Scheme

0.0%
53.0%
2.59%

4-8

0.174

2014 CARH
Pre-IPO
Share option
Scheme

0.0%
53.0%
2.59%

5-9

0.174
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32. RESERVES

The amount of the Group's reserves and the movements therein for the year are
presented in the consolidated statements of changes in equity of the Group.

Merger reserve

The merger reserve of the Group represents the capital contributions from the equity
holders of the Company.

Statutory reserve

In accordance with the Company Law of the PRC, certain subsidiaries of the Group which
are domestic enterprises are required to allocate 10% of their profit after tax, as
determined in accordance with the relevant PRC accounting standards, to their
respective statutory surplus reserves until the reserves reach 50% of their respective
registered capital. Subject to certain restrictions set out in the Company Law of the PRC,
part of the statutory surplus reserve may be converted to increase share capital,
provided that the remaining balance after the capitalisation is not less than 25% of the
registered capital.
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33.

BUSINESS COMBINATIONS

2016

a) Foshan Jianxin

As part of the Group's business strategy to develop auto repair services, the Group,
through Beijing Kaipu, acquired 100% equity and voting interests in Foshan Jianxin in

2016 at an aggregate purchase price of RMB140,000.

The fair values of the identifiable assets and liabilities of Foshan Jianxin as at the date
of acquisition were as follows:

Fair value

recognised

on acquisition

RMB'000

Cash and cash equivalents 1
Other property, plant and equipment (note 13) 7
Other intangible assets (note 18) 84
Deferred tax liabilities (note 29) (22 D)
Identifiable net assets at fair value acquired 71
Goodwill (note 17) 69
Total consideration 140
Satisfied by cash 140

The transaction costs incurred for these transactions have been expensed and are
included in other expenses in the consolidated statement of profit or loss.

An analysis of the cash flows in respect of the acquisition of a subsidiary is as follows:

RMB'000
Cash consideration 140
Cash and cash equivalents acquired [@D)
Net outflow of cash and cash equivalents
included in cash flows used in investing activities 139

Since the acquisition, Foshan Jianxin contributed Group's revenue of RMB220,000 to
the Group’s revenue and incurred loss of RMB449,000 to the Group’s consolidated
profit for the year ended 31 December 2016.

Had the combination taken place at the beginning of the period, the revenue and the
profit of the Group for the year ended 31 December 2016 would have been
RMB6,453,958,000 and RMB1,459,584,000, respectively.
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33.

BUSINESS COMBINATIONS (CONTINUED)
2016 (continued)
b) QWOM

The Group, through Haike Pingtan, acquired 30% equity interests in QWOM in April 2016.

The fair values of the identifiable assets and liabilities of QWOM as at the date of
acquisition were as follows:

Fair value

recognised

on acquisition

RMB'000

Cash and cash equivalents 37,649
Trade receivables 22,648
Prepayments, deposits and other receivables 330
Investment in an associate 4,900
Other property, plant and equipment 310
Other intangible assets 14,700
Trade payables (4,891)
Other payables and accruals (13,161
Income tax payable (2,138)
Identifiable net assets at fair value 60,347
Proportion of the Group’s ownership 30%

Identifiable net assets at fair value

acquired by the Group 18,104
Goodwill 8,306
Total consideration 26,410
Satisfied by cash 26,410

The transaction costs incurred for these transactions have been expensed and are
included in other expenses in the consolidated statement of profit or loss.

Had the combination taken place at the beginning of the period, the profit of the Group
for the year ended 31 December 2016 would have been RMB1,461,124,000.
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33.

BUSINESS COMBINATIONS (CONTINUED)

2015

a) Beijing QS, Beijing AX

As part of the Group's business strategy to acquire high and new technical qualification,
the Group, through Haike Pingtan, acquired the 100% equity and voting interests in
Beijing QS and Beijing AX in 2015 at an aggregate purchase price of RMB257,000.

The fair values of the identifiable assets and liabilities of Beijing QS and Beijing AX as at
the dates of acquisition were as follows:

Fair value

recognised

on acquisition

RMB'000

Cash and cash equivalents 2
Other payables and accruals (81)
Goodwill (note 17) 336
Total consideration 257
Satisfied by cash 257

The transaction costs incurred for these transactions have been expensed and are
included in other expenses in the consolidated statement of profit or loss.

An analysis of the cash flows in respect of the acquisition of subsidiaries is as follows:

RMB'000

Cash consideration 257

Cash and cash equivalents acquired ()
Net outflow of cash and cash equivalents

included in cash flows used in investing activities 255

Since the acquisition, Beijing QS and Beijing AX contributed RMB13,396,000 to the
Group's revenue and RMB919,000 to the consolidated profit for the year ended 31
December 2015.

Had the combination taken place at the beginning of the year, the revenue and the profit

of the Group for the vyear ended 31 December 2015 would have been
RMB5,002,789,000 and RMB1,401,039,000, respectively.
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33.

BUSINESS COMBINATIONS (CONTINUED)

2015 (continued)

b) Jin Shan Jin Mei

As part of the Group's business strategy to develop auto repair services, the Group,
through its wholly-owned subsidiary Beijing Kaipu, acquired the 100% equity and voting
interests in Jin Shan Jin Mei in 2015 at an aggregate purchase price of RMB550,000.

The fair values of the identifiable assets and liabilities of Jin Shan Jin Mei as at the dates
of acquisition were as follows:

Fair value

recognised

on acquisition

RMB'000

Other property, plant and equipment (note 13) 278
Other intangible assets (note 18) 192
Other payable and accruals 29
Deferred tax liabilities (note 29) (48)
Identifiable net assets at fair value acquired 451
Goodwill (note 17) 99
Total consideration 550
Satisfied by cash 550

The transaction costs incurred for these transactions have been expensed and are
included in other expenses in the consolidated statement of profit or loss.

An analysis of the cash flows in respect of the acquisition of subsidiaries is as follows:

RMB'000
Cash consideration 550
Unsettled consideration as at 31 December 2015 (110)
Cash and cash equivalents acquired -
Net outflow of cash and cash equivalents
included in cash flows used in investing activities 440

Since the acquisition, Jin Shan Jin Mei did not contribute any intra-group revenue to
the Group’s revenue and incurred loss of RMB118,000 to the Group’s consolidated
profit for the year ended 31 December 2015.

Had the combination taken place at the beginning of the year, the revenue and the profit
of the Group for the year ended 31 December 2015 would have been RMB
5,002,901,000 and RMB 1,400,847,000, respectively.
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34.

DISPOSAL OF SUBSIDIARIES

On 23 August 2016, Zhunxinche entered into a share purchase agreement with UCAR,
pursuant to which Zhunxinche agreed to sell to UCAR its 100% equity interests in
Shanghai China Auto Used Car Dealing Co., Ltd. (“Shanghai Used Car” i — FE4E
AR~ A), a wholly-foreign-owned enterprise in the PRC owned by Zhunxinche,
together with its 12 wholly-owned subsidiaries and 3 branch offices engaged in the
business to customer (“B2C") used car sales business, for an aggregate consideration of
RMB37,000,000 (the "Disposal of Zhunxinche™).

The consideration, i.e., RMB37,000,000, was determined after arm’s length
negotiations between the Group and UCAR with reference to the valuation conducted by
an independent valuation company. The fair value of Shanghai Used Car was based on
the income approach, taking into account the total asset value and total liabilities of the
Target Company as at 31 July 2016.

The Disposal of Zhunxinche was completed on 8 October 2016.

2016
RMB'000
Net assets disposed of:

Other property, plant and equipment (note 13) 8,497
Other intangible assets (note 18) 1,102
Deferred tax assets (note 29) 14,885
Cash and bank balances 3,662
Inventories 2,034
Prepayments and other receivables 13,194
Accruals and other payables (119,470)
Income tax payable (&)
(76,101)

Gain on disposal of subsidiaries (note 5) 113,101
37,000

Satisfied by cash
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34. DISPOSAL OF SUBSIDIARIES (CONTINUED)

The transaction costs incurred for these transactions have been expensed and are
included in other expenses in the consolidated statement of profit or loss.

An analysis of the net inflow of cash and cash equivalents in respect of the disposal of
a subsidiaries is as follows:

2016

RMB'000

Cash consideration 37,000
Less: Mainland China withholding taxation 2,475
Unsettled consideration as at 31 December 2016 (34,525)
Cash and bank balances disposed of (3,662)

Net outflow of cash and cash equivalents

in respect of the disposal of subsidiaries (3,662)

No subsidiary was disposed of by the Group during the year ended 31 December2015.
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35. PLEDGE OF ASSETS

Details of the Group's bank borrowings, which are secured by certain assets of the
Group, are included in notes 12 and 24, respectively, to the financial statements.

36. OPERATING LEASE ARRANGEMENTS

As lessee

The Group leases certain of its office properties, stores and parking lots under operating
lease arrangements. Leases for offices and store properties are negotiated for terms
ranging from one to six years.

As at 31 December 2016 and 2015, the Group had total future minimum lease
payments under non-cancellable operating leases falling due as follows:

2016 2015

RMB’'000 RMB'000

Within one year 104,755 97,500
In the second to fifth years,

inclusive 139,031 155,580

After five years 52,415 46,871

296,201 299,951

37. COMMITMENTS

In addition to the operating lease commitments detailed in note 36 above, the Group
had the following capital commitments at the end of the year:

2016 2015
RMB'000 RMB'000

Contracted, but not provided for:
Rental vehicles 652 2,812
Buildings 13,961 -
14,613 2,812
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38. RELATED PARTY TRANSACTIONS

a) Related parties

Related parties for the years ended 31 December 2016 and 2015 were as follows:

Name Relationship

Hertz International Ltd.* An ultimate shareholder with significant
influence on the Company
before 18 March 2016

UCAR Cayman A shareholder that has significant
influence on the Company
UCAR An entity controlled by the

Chairman of the Board

* Hertz International Ltd. is a shareholder of Hertz Holdings Netherlands B.V. (“Hertz
Holdings"), which held 10.23% interests of the Company with the right to appoint one
director of the Company before 14 March 2016, when Hertz Holdings sold approximately
8.50% shares of the Company to UCAR Cayman (“share transfer”). As a consequence, Mr.
James Peter Mueller, the director appointed by Hertz Holdings, tendered his resignation
as a non-executive director of the Company with effect from 18 March 2016. Immediately
upon completion of the share transfer, Hertz Holdings ceased to be a substantial
shareholder of the Company and Hertz International Ltd. ceased to be a related party of
the Company.

b) Related party transactions

In addition to the transactions detailed elsewhere in these financial statements,
the Group had the following transactions with related parties during the years
ended 31 December 2016 and 2015:

0) Vehicle rental services provided to related parties:

2016 2015

RMB'000 RMB'000

UCAR 2,006,814 -
UCAR Cayman - 1,633,173
2,006,814 1,633,173

The prices for the above services were determined in accordance with the
prevailing market prices and conditions offered to other customers of the
Group, which are stated excluding value-added tax.

(i Sales of used vehicles to a related party:

2016 2015
RMB'000 RMB'000
UCAR 573,129 -

The prices on sales of used vehicles to a related party are determined in
accordance with the prevailing market price, which are stated excluding
value-added tax.
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38. RELATED PARTY TRANSACTIONS (CONTINUED)

b) Related party transactions (continued)

(i)

(iv)

)

(vi)

Provision of reconditioning services to a related party:

2016 2015
RMB'000 RMB'000
UCAR 354 -

The prices for the above services were determined in accordance with the
prevailing market prices and conditions offered to other customers of the
Group, which are stated excluding value-added tax.

Auto repair and maintenance services provided by a related party:

2016 2015
RMB'000 RMB'000
UCAR 9,343 -

The prices for the above services were determined in accordance with the
prevailing market prices and conditions offered to other customers of the
related party.

Commission charge from a related party:

2016 2015
RMB'000 RMB'000
Hertz International Ltd. 626 4,813

The commission expense was charged at an agreed rate on rental revenue
generated from transactions with customers referred by Hertz
International Ltd.

Commission charge to a related party:

2016 2015
RMB'000 RMB'000
Hertz International Ltd. - 39

The commission was charged at an agreed rate on the rental revenue
generated from transactions with customers referred to Hertz International
Ltd.
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38. RELATED PARTY TRANSACTIONS (CONTINUED)
b) Related party transactions (continued)

(vii)  House rental income from related parties:

2016 2015

RMB'000 RMB'000

UCAR 3,224 -
UCAR Cayman - 1,356
3,224 1,356

The prices on house rental to related parties are determined in accordance
with the prevailing market price, which are stated excluding value-added
tax.

(viii) Disposal of subsidiaries to a related party:

2016 2015
RMB'000 RMB'000
UCAR (note 34) 37,000 -
¢) Outstanding balances with related parties
2016 2015
RMB'000 RMB'000
Current assets:
Due from related parties:
- UCAR Cayman 371,831 475,852
- UCAR 184,370 -
556,201 475,852
Current liabilities:
Due to related parties:
- UCAR 33,861 -
- UCAR Cayman - 1,507
- Hertz Holdings - 1,078
33,861 2,585

As at 31 December 2016 and 31 December 2015, balances with related parties
were unsecured, non-interest-bearing and repayable on demand.

101



CAR Inc.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

As at 31 December 2016

38. RELATED PARTY TRANSACTIONS (CONTINUED)

d) Compensation of key management personnel of the Group:

2016 2015

RMB'000 RMB'000

Short term employee benefits 4,488 3,964
Equity-settled share option

expenses 12,243 38,123

16,731 42,087

Further details of directors’ and the chief executive's emoluments are included in
note 8 to the financial statements.
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39.

FINANCIAL INSTRUMENTS BY CATEGORY

The carrying amounts of each of the categories of financial instruments as at the end

of the reporting period are as follows:
As at 31 December 2016

Financial assets

Finance lease receivables
- non-current
Investments in equity shares and
redeemable preference
shares (note 20)
Rental deposits
Deposits for sales-leaseback
borrowings - current
Restricted cash - non-current
Other non-current assets
Trade receivables (note 22)
Amounts due from
related parties
Financial assets included
in prepayments, deposits
and other receivables (note 23)
Finance lease receivables
- current
Cash and cash equivalents

Financial liabilities

Trade payables
Financial liabilities included in other
payables and accruals (note 26)
Interest-bearing bank and
other borrowings - current
Amounts due to related parties
Senior notes
Interest-bearing bank and
other borrowings - non-current
Deposits received for vehicle rental
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Financial

assets at fair Loans
value through and

profit and loss receivables Total

RMB'000 RMB'000 RMB'000

- 100,798 100,798

3,073,706 - 3,073,706

- 12,306 12,306

- 30,000 30,000

- 1,300 1,300

- 9,609 9,609

- 99,639 99,639

- 556,201 556,201

- 975,516 975,516

- 119,171 119,171

- 5,723,161 5,723,161

3,073,706 7,627,701 10,701,407

Financial liabilities
at amortised cost

RMB’'000

72,668
360,392
2,425,391
33,861
5,435,942

3,820,742

1,173

12,150,169
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39.

FINANCIAL INSTRUMENTS BY CATEGORY (CONTINUED)

The carrying amounts of each of the categories of financial instruments as at the end

of the reporting period are as follows: (continued)
As at 31 December 2015

Financial assets

Financial
assets at fair Loans
value through and
profit and loss receivables Total
RMB'000 RMB'000 RMB'000
Finance lease receivables
- non-current 43,309 43,309
Investments in equity shares and
redeemable preference
shares (note 20) 2,042,103 - 2,042,103
Rental deposits - 8,150 8,150
Deposits for sales-leaseback - 30,000 30,000
borrowings - non-current
Restricted cash - current - 53,129 53,129
Trade receivables (note 22) - 239,360 239,360
Amounts due from
related parties - 475,852 475,852
Financial assets included
in prepayments, deposits
and other receivables (note 23) - 1,007,986 1,007,986
Finance lease receivables
- current - 112,170 112,170
Cash and cash equivalents - 1,987,878 1,987,878
2,042,103 3,957,834 5,999,937

Financial liabilities

Trade payables
Financial liabilities included in other
payables and accruals (note 26)
Interest-bearing bank and
other borrowings - current
Amounts due to related parties
Senior notes
Interest-bearing bank and
other borrowings - non-current
Deposits received for vehicle rental
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Financial liabilities
at amortised cost

RMB’'000

21,000
331,103
1,154,411
2,585
5,062,032

2,168,714
3,550

8,743,395
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40.

FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS

The carrying amounts and fair values of the Group's financial instruments, other than
those with carrying amounts that reasonably approximate to fair values, are as follows:

Carrying amounts Fair values
2016 2015 2016 2015
RMB'O00 RMB'0O00 RMB'O00 RMB'000

Financial assets
Investments in equity shares
and redeemable preference
shares (note 20) 3,073,706 1,880,275 3,073,706 1,880,275

Management has assessed that the fair values of cash and cash equivalents, trade
receivables, trade payables, financial assets included in prepayments, deposits and
other receivables, amounts due from related parties, finance lease receivables, other
non-current assets, deposits for sales-leaseback borrowings, restricted cash, financial
liabilities included in other payables and accruals, amounts due to related parties,
interest-bearing bank loans and other borrowings approximate to their carrying
amounts largely due to the short term maturities of these instruments.

The fair values of the financial assets and liabilities are included at the amount at which
the deposits received for vehicle rental, rental deposits, instrument could be exchanged
in a current transaction between willing parties, other than in a forced or liquidation
sale. The following methods and assumptions were used to estimate the fair values:

The fair values of the non-current portion of deposits, deposits for sales-leaseback
borrowings, restricted cash, finance lease receivables and payables, deposits received
for vehicle rental, rental deposits, interest-bearing bank loans and other borrowings and
senior notes have been calculated by discounting the expected future cash flows using
rates currently available for instruments with similar terms, credit risk and remaining
maturities. The fair values have been assessed approximate to their carrying amounts.
The Group's own non-performance risk for finance lease payables, and interest-bearing
bank loans and other borrowings as at 31 December 2016 and 2015 was assessed to
be insignificant.

For the fair value of the investment in equity shares and redeemable preference shares,
management has estimated the potential effect of using reasonably possible
alternatives as inputs to the valuation model and has quantified this as an increase in
fair value of approximately RMB1,031,603,000.
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40.

FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS

(CONTINUED)

Below is a summary of significant unobservable inputs to the valuation of financial
instruments together with a quantitative sensitivity analysis as at 31 December 2016

and 2015:

As at 31 December 2016

Valuation
technigue
Investments in Market
equity shares approach
of UCAR
Investments in Market
redeemable approach
preference shares
of Souche
As at 31 December 2015
Valuation
technigue
Investments in Market
redeemable approach

preference shares
of UCAR Cayman

Significant
unobservable
input

Concluded
market
multiples

Concluded
market
multiples

Significant
unobservable
input

Concluded
market
multiples
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Sensitivity of fair

Range value to the input
6.0 20%
increase/(decrease)

in concluded market
multiples would result

in increase/(decrease)

in fair value by
RMB490,773,000/
(RMB490,773,000)

145.7 20%
increase/(decrease)
in concluded market

multiples would result
in increase/(decrease)
in fair value by
RMB34,250,000/
(RMB37,117,000)

Sensitivity of fair

Range value to the input
3.9 20%
increase/(decrease)

in concluded market
multiples would result

in increase/(decrease)

in fair value by
RMB310,959,000/
(RMB310,959,000)
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40.

FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS
(CONTINUED)

Fair value hierarchy

The following tables illustrate the fair value measurement hierarchy of the Group's
financial instruments:

Assets measured at fair value:

As at 31 December 2016
Fair value measurement using
Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs
(Level 1)  (Level 2) (Level 3) Total
RMB'000 RMB'000 RMB'000 RMB'000

Investments in equity shares
and redeemable preference
shares (note 20) - - 3,073,706 3,073,706

As at 31 December 2015
Fair value measurement using
Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs
(Level 1)  (Level 2) (Level 3) Total
RMB'000 RMB'000 RMB'000 RMB'000

Investments in equity shares
and redeemable preference
shares (note 20) - - 1,880,275 1,880,275

The movements in fair value measurements within Level 3 during the year are as
follows:

2016 2015
RMB'000 RMB'000
Investments in financial assets at fair value
through profit or loss :
At 1 January 1,880,275 -
Investments during the year - 1,083,180
Transfer in during the year 161,828 -
Total gains recognised in the statement
of profit or loss included in other income 1,031,603 797,095
At 31 December 3,073,706 1,880,275

The Group did not have any financial liabilities measured at fair value as at 31 December
2016 and 2015.

During the year, there were no transfers of fair value measurements between Level 1
and Level 2 and no transfers into or out of Level 3 for both financial assets and financial
liabilities (2015: Nil).

107



CAR Inc.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

As at 31 December 2016

41.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group's principal financial instruments comprise bank loans, finance leases, other
interest-bearing loans, and cash and short term deposits. The main purpose of these
financial instruments is to raise finance for the Group's operations. The Group has
various other financial assets and liabilities such as trade receivables and trade payables,
which arise directly from its operations.

The main risks arising from the Group's financial instruments are interest rate risk,
foreign currency risk, credit risk and liquidity risk. The board of directors reviews and
agrees policies for managing each of these risks as summarised below.

Interest rate risk

The Group's exposure to the risk of changes in market interest rates relates primarily to
the Group's interest-bearing bank loans and loans from related parties with a floating
interest rate. The Group does not use derivative financial instruments to hedge its
interest rate risk.

The following table demonstrates the sensitivity to a reasonably possible change in
interest rate, with all other variables held constant, of the Group's profit before tax
(through the impact on floating rate borrowings):

Increase/ Change in
(decrease) profit Change
in basis points before tax in equity*
RMB'000 RMB'000

31 December 2016
RMB (100) 45,681 -
RMB 100 (45,681) -
31 December 2015
RMB (100) 11,270 -
RMB 100 (11,270) -

*Excluding retained earnings
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41. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)

Foreign currency risk

The Group has transactional currency exposures which mainly arise from borrowings by
operating units in currencies other than the functional currencies of the units.

The following table demonstrates the sensitivity at the end of the reporting period to a
reasonably possible change in the RMB-USS exchange rate, with all other variables held
constant, of the Group's profit before tax due to changes in the carrying values of
monetary assets and liabilities and equity due to changes in the foreign currency
exchange reserve.

Decrease/
Fluctuation (increase) Increase/
in foreign in profit (decrease)
exchange rate before tax in equity*
% RMB'000 RMB'000
31 December 2016
If RMB weakens against USS$ 5 (290,816) -
If RMB strengthens against US$ 5 290,816 -
31 December 2015
If RMB weakens against US$ (5) (285,385) -
If RMB strengthens against USS$ 5 285,385 -

*Excluding retained earnings
Credit risk

The Group trades only with recognised and creditworthy third parties. It is the Group's
policy that all customers who wish to trade on credit terms are subject to credit
verification procedures. In addition, receivable balances are monitored on an ongoing
basis and the Group's exposure to bad debts is not significant.

The credit risk of the Group's other financial assets, which comprise cash and cash
equivalents, financial lease receivables, amounts due from related parties, and other
receivables, arises from default of the counterparty, with a maximum exposure equal to
the carrying amounts of these instruments.

Further quantitative data in respect of the Group's exposure to credit risk arising from
trade receivables are disclosed in note 22.
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41.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)

Liquidity risk

The Group monitors its cash flow positions on a regular basis to ensure that the cash
flows of the Group are positive and closely controlled. The Group aims to maintain
flexibility in funding by keeping committed credit lines available, and obtaining
borrowing loans from banks and other financial institutions.

The maturity profile of the Group's financial liabilities as at the end of the reporting
period, based on the contractual undiscounted payments, is as follows:

31 December 2016

On demand or
less than 1 year

RMB'000

Trade payables 72,668
Financial liabilities included in

other payables and accruals 360,392
Interest-bearing bank and

other borrowings - current 2,660,055
Amounts due to a related party 33,861
Interest-bearing bank loans and

other borrowings - non-current
Senior notes 259,335

Deposits received for vehicle rental

1lto Over Total

3 years 3 years
RMB'000 RMB'000 RMB'000
- 72,668
360,392
- 2,660,055
- 33,861
4,031,478 - 4,031,478
898,529 5,559,714 6,717,578
1,173 - 1,173

3,380,110

4,851,531 5,645,564 13,877,205

31 December 2015

On demand or 1lto Over Total
less than 1 year 3 years 3 years
RMB'000 RMB'000 RMB'000 RMB'000
Trade payables 21,000 - 21,000
Financial liabilities included in

other payables and accruals 331,103 331,103
Interest-bearing bank and

other borrowings - current 1,220,004 - 1,220,004

Amounts due to related parties 2,585 - 2,585
Interest-bearing bank and

other borrowings - non-current 2,184,056 - 2,184,056

Senior notes 214,774 1,036,154 5,353,142 6,604,070

Deposits received for vehicle rental 3,550 - 3,550

1,789,466 3,223,760 5,353,142 10,366,368
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41. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)

Capital management

The primary objective of the Group's capital management is to safeguard the Group's
ability to maintain healthy capital ratios in order to support its business and maximise
shareholders’ value.

The Group manages its capital structure and makes adjustments to it in light of changes
in economic conditions and the risk characteristics of the underlying assets. To maintain
or adjust the capital structure, the Group may adjust the dividend payment to
shareholders, return capital to shareholders or issue new shares.

The Group monitors capital using a net debt/asset ratio, which is net debt divided by total
assets. Net debt includes bank loans and other borrowings and senior notes less cash and
cash equivalents. The gearing ratio as at each of the reporting dates was as follows:

2016 2015
RMB'000 RMB'000
Interest-bearing bank and other borrowings
- current 2,425,391 1,154,411
Interest-bearing bank and other borrowings
- non-current 3,820,742 2,168,714
Senior notes 5,435,942 5,062,032
Cash and cash equivalents (5,723,161) (1,987,878)
Net debt 5,958,914 6,397,279
Total assets 21,189,219 16,342,415
Net debt/asset ratio 28% 39%
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42. EVENTS AFTER THE REPORTING PERIOD

(@) The treasury shares of 1,258,000 shares in the consolidated financial as at 31
December 2016 were cancelled on 20 January 2017.

(b) Subsequent to 31 December 2016, the Company had entered into derivative
financial instruments of forward currency contracts, with an aggregate contractual
amount of US$350,000,000. Such currency forwards represent commitments to
purchase national amount of United States Dollar (*USS$") against RMB at the strike
rate with undelivered spot transactions.

43. COMPARATIVE AMOUNTS

The comparative figures had been restated to reclassify the interest payable of senior
notes that is due within one year to other payables and accruals. Such reclassification
adjustment did not have an impact on the consolidated net assets at December 31, 2015
and the consolidated net profit and other comprehensive income for the year then ended.

112



CAR Inc.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

As at 31 December 2016

44,

STATEMENT OF FINANCIAL POSITION OF THE COMPANY

Information about the statement of financial position of the Company at the end of the

reporting period is as follows:

NON-CURRENT ASSETS
Investments in equity shares and
redeemable preference shares

Total non-current assets

CURRENT ASSETS

Prepayments, deposits and other receivables
Due from subsidiaries

Cash and cash equivalents

Total current assets
CURRENT LIABILITIES
Other payables and accruals
Interest-bearing bank and

other borrowings - current
Total current liabilities

NET CURRENT ASSETS

TOTAL ASSETS LESS
CURRENT LIABILITIES

NON-CURRENT LIABILITIES
Senior notes
Interest-bearing bank and

other borrowings - non-current

Total non-current liabilities
Net assets

EQUITY
Equity attributable to owners of the parent

Share capital

Reserves

Treasury shares

(Accumulated losses)/retained earnings

Total equity

113

31 December 31 December

2016 2015
RMB'000 RMB’'000
234,234 _ 1,881,752
234,234 _ 1,881,752

611 256

8,924,166 7,378,394
1,649,241 467,786
10,574,018 _ 7,846,436
151,836  *133,765
276,980 -
428,816 133,765
10,145,202 _ 7,712,671
10,379,436 9,594,423
5,435,942 5,062,032
2,408,068 850,235
7,844,010 _ 5,912,267
_ 2,535,426 _ 3,682,156

144 147
3,018,574 3,350,403

(8,474) -
(474,818) 331,606

2,535,426 _ 3,682,156
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44.  STATEMENT OF FINANCIAL POSITION OF THE COMPANY (CONTINUED)

Note:

A summary of the Company’s reserves is as follows:

Retained

Share earnings/
Number of Share Share option Treasury (accumulated Total
shares in issue capital premium  reserve shares losses) equity

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
As at 1 January 2015 2,357,512,070 145 3,183,161 58,903 - (58,303) 3,183,906
Profit for the year - - - o * 389,909 389,909
Other comprehensive

income for the year

Total comprehensive

income for the year = - - - 389,909 389,909
Exercise of share options 36,471,765 2 138,077 (115,739) “ 22,340
Equity-settled share option

arrangements (note 31) - 2 e - _ 86001 - o 86,001
As at 31 December 2015 2,393,983,835 147 3,321,238 29,165 * 331,606 3,682,156
Profit for the year - = - = - (806,424) (B06,424)
Other comprehensive

income for the year —— s e il S
Total comprehensive "

income for the period : - . % - (806,424) (806,424)
Repurchase of shares . 3 # - (430,919) - (430,919)
Cancellation of shares (64,807,000) (4) (422,441 - 422,445 . -
Exercise of share options 9,488,336 1 40,666 (30,594) o ¢ 10,073
Equity-settled share option

arrangements (note 31) — - - _ 80540 __ - - = 8D54D
As at 31 December 2016 _2.338.665,171 _ 144 2,939,463 _ 79,111 __(8.474) - (474,818)_2,535,42¢

The share option reserve comprises the fair value of share options granted which
are yet to be exercised, as further explained in the accounting policy for share-
based payments in note 2.4 to the financial statements. The amount will either be
transferred to the share premium account when the related options are exercised,
or be transferred to retained earnings should the related options expire or be
forfeited.

45.  APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved and authorised for issue by the board of
directors on 14 March 2017.
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WSS ERA (408,832) (256,446)
AR/ (SR ) (781,788) 406,887
RS2 (24,636) (16,978)
FHiEF (806,424) 389,909
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2016 2015
ARBFRE ARHFRE
(781,788) 406,887
105,109 (797,095)
80,540 86,001
402,580 339,270
408,832 256,446
(271,547) (174,803)
(56,274) 116,706
(355) 5,799
(163,815) (1,030,366)
(318,027) (2,421)
(538,471) (910,282)
: (1,084,657)
1 (3,608,000)
206 5,027
206 (4,687,630)
: 4,820,605
(45,405) (93,670)
400,000
2,118,964 850,235
(369,143)
(430,919) :
10,073 22,340
1,683,570 5,599,510
1,145,305 1,598
467,786 445,434
36,150 20,754
1,649,241 467,786
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