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Common Shares
(Title of Class of Securities)

716382106
(CUSIP Number)

December 31, 2011
(Date of Event Which Requires Filing of This Statement)

Check the appropriate box to designate the rule pursuant to which this Schedule is filed:
x Rule 13d-1(b)

" Rule 13d-(¢c)

“Rule 13d-1(d)

The remainder of this cover page shall be filled out for a reporting person s initial filing on this form with respect to the subject class of
securities, and for any subsequent amendment containing information which would alter the disclosures provided in a prior cover page.

The information required in the remainder of this cover page shall not be deemed to be filed for the purpose of Section 18 of the Securities
Exchange Act of 1934 ( Act ) or otherwise subject to the liabilities of that section of the Act but shall be subject to all other provisions of the Act
(however, see the Notes).
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1 NAME OF REPORTING PERSON

ALLIANZ GLOBAL INVESTORS CAPITAL LLC

2 CHECK THE APPROPRIATE BOX IF A MEMBER OF A GROUP*
(@ (b) x
3 SEC USE ONLY
4 CITIZENSHIP OR PLACE OF ORGANIZATION
Delaware

5 SOLE VOTING POWER

0
NUMBER OF
SHARES SHARED VOTING POWER
BENEFICIALLY
OWNED BY
EACH 0
7 SOLE DISPOSITIVE POWER
REPORTING
PERSON
WITH 0
8  SHARED DISPOSITIVE POWER
0
9 AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON
0
10 CHECK BOX IF THE AGGREGATE AMOUNT IN ROW (9) EXCLUDES CERTAIN SHARES*

11 PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW (9)
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1 NAME OF REPORTING PERSON

NFJ INVESTMENT GROUP LLC

2 CHECK THE APPROPRIATE BOX IF A MEMBER OF A GROUP*
@ " (b x
3 SEC USE ONLY
4 CITIZENSHIP OR PLACE OF ORGANIZATION
Delaware

5 SOLE VOTING POWER

0
NUMBER OF
SHARES SHARED VOTING POWER
BENEFICIALLY
OWNED BY
EACH 0
7 SOLE DISPOSITIVE POWER
REPORTING
PERSON
WITH 0
8  SHARED DISPOSITIVE POWER
0
9 AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON
0
10 CHECK BOX IF THE AGGREGATE AMOUNT IN ROW (9) EXCLUDES CERTAIN SHARES*

11 PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW (9)
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CUSIP NO. 716382106

Item 1

Item 2

(a)

(b)

(a)

(b)

()

(d)

(e)

13G

Name of Issuer:

PetMed Express Inc.

Address of Issuer s Principal Executive Offices:

1441 S.W. 29th Avenue
Pompano Beach, Florida 33069

Name of Person Filing:

Allianz Global Investors Capital LLC ( AGIC )
NFJ Investment Group LLC ( NFJ )

Address of Principal Business Office:

AGIC: 600 West Broadway, Suite 2900, San Diego, CA 92101
NFJ: 2100 Ross Avenue, Suite 700, Dallas, TX 75201

Citizenship:

Both filers are organized in Delaware

Title of Class of Securities:

Common Shares

CUSIP Number:
716382106

Page 4 of 8 Pages
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Item 3 If this statement is filed pursuant to Rule 13d-1(b), or 13d-2(b). check whether the person filing is a:

Item 4

(a)
(b)
(©)
(GY)

()
®
(2)
(h)
(@)

()
(k)

(a)
(b)
(c)

Broker or dealer registered under Section 15 of the Act;
Bank as defined in Section 3(a)(6) of the Act;
Insurance company as defined in Section 3(a)(19) of the Act;

Investment company registered under Section 8 of the Investment Company Act of 1940, as amended (the Investment
Company Act );

X Investment adviser in accordance with Rule 13d-1(b)(1)(ii)(E);
Employee benefit plan or endowment fund in accordance with Rule 13d-1(b)(1)(ii)(F);
X Parent holding company or control person, in accordance with 13d-1(b)(ii)(G);
Savings association as defined in Section 3(b) of the Federal Deposit Insurance Act;

Church plan that is excluded from the definition of an investment company under Section 3(c)(14) of the Investment
Company Act;

A non-U.S. institution in accordance with §240.13d-1(b)(ii)(J); or
Group, in accordance with Rule13d-1(b)(1)(ii)(K);

If filing as a non-U.S. institution in accordance with §240.13d-1(b)(1)(i1)(J), please specify the type of institution

Ownership.
Amount beneficially owned: 0
Percent of Class: 0%

Number of shares as to which such person has:

(i) Sole power to vote or direct the vote:
AGIC: 0
NFI: 0

(ii) Shared power to vote: 0
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(iii)  Sole power to dispose or direct the disposition of:
AGIC: 0
NFJ: 0

(iv)  Shared power to dispose or direct the disposition of: 0
Each of AGIC and NFJ is an investment adviser registered under Section 203 of the Investment Advisers Act of 1940, as amended. NFJ is a
wholly-owned subsidiary of AGIC, which is an indirectly wholly-owned subsidiary of Allianz Asset Management of America L.P. ( AAMLP ).

The securities reported herein are held by investment advisory clients or discretionary accounts of which AGIC and/or NF]J is the investment
adviser. Investment advisory contracts grant to each of AGIC or NFJ voting and/or investment power over the securities held by each of their
respective clients or in accounts that each of them manages. As a result, each may be deemed to beneficially own the securities held by its clients
or accounts within the meaning of Rule 13d-3 under the Act. Because AGIC is the parent holding company of NFJ, AGIC may be deemed to
beneficially own the securities held by NFJ s clients or accounts.

In conformity with the guidelines articulated by the SEC staff in Release No. 34-39538 (January 12, 1998) relating to organizations in which
related entities exercise voting and investment powers over the securities being reported independently from each other, this filing does not
reflect securities beneficially owned by affiliates of AAM LP other than AGIC and NFJ. The voting and investment powers held by AGIC, NFJ
and Allianz Global Investors Capital Limited ( AGICL ), a wholly-owned subsidiary of AGIC and investment adviser that does not advise
accounts that hold and does not otherwise beneficially own, any of the securities reported in this Schedule 13G, are exercised independently
from AAM LP s other affiliates. Furthermore, internal policies and procedures of AGIC, NFJ and AGICL establish informational barriers that
prevent the flow between them and the rest of AAM LP s affiliates of information that relates to the voting and investment powers over the
securities held in the accounts that AGIC, NFJ and AGICL manage. Consequently, AGIC, NFJ and AGICL report the securities over which they
hold investment and voting power separately from AAM LP and its other affiliates for purposes of Section 13 of the Act.

AGIC and NFJ believe that none of AGIC, NFJ, AGICL, AAM LP or any of AAM LP s other affiliates constitute a group within the meaning of
Rule 13d-5 under the Act and that they are not otherwise required to attribute to each other the beneficial ownership of the securities reported

herein held by any of them or by any persons or entities for whom or for which AGIC, NFJ or such other affiliates provide investment

management services. Each of AGIC and NFJ also disclaims beneficial ownership of these securities except to the extent of that filer s pecuniary
interest therein.

Item 5 Ownership of Five Percent or Less of a Class.
If this statement is being filed to report the fact that as of the date hereof the reporting person has ceased to be the beneficial owner of more than

five percent of the class of securities, check the following x.

Item 6 Ownership of More than Five Percent on Behalf of Another Person.
Each client of AGIC and NF]J has the right to receive or the power to direct the receipt of dividends from, or the proceeds from the sale of the

securities reported herein. No one client holds more than five percent of such securities.
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Item 7

Not Applicable.
Item 8 Identification and Classification of Members of the Group.

Not Applicable.

Item 9 Notice of Dissolution of Group.
Not Applicable.

Item 10 Certification.

By signing below I certify that, to the best of my knowledge and belief, the securities referred to above were acquired and are held in the
ordinary course of business and were not acquired and are not held for the purpose of or with the effect of changing or influencing the control of
the issuer of the securities and were not acquired and are not held in connection with or as a participant in any transaction having that purpose or
effect.

Exhibits
Exhibit A - Joint Filing Agreement
SIGNATURE

After reasonable inquiry and to the best of my knowledge and belief, I certify that the information set forth in this statement is true, complete
and correct.

Date: February 7, 2012

ALLIANZ GLOBAL INVESTORS CAPITAL LLC

By: /s/ Kellie E. Davidson
Kellie E. Davidson, Assistant Secretary

NFJ INVESTMENT GROUP LLC

By: /s/ Kellie E. Davidson
Kellie E. Davidson, Assistant Secretary
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EXHIBIT A
AGREEMENT REGARDING JOINT FILING
OF STATEMENT ON SCHEDULE 13D OR 13G

The undersigned agree to file jointly with the Securities and Exchange Commission (the SEC ) any and all statements on Schedule 13D or
Schedule 13G (and any amendments or supplements thereto) required under section 13(d) of the Securities Exchange Act of 1934, as amended,
in connection with purchases by the undersigned of the securities of any issuer. For that purpose, each of the undersigned hereby constitutes and
appoints Allianz Global Investors Capital LLC, a Delaware limited liability company, as its true and lawful agent and attorney-in-fact, with full
power and authority for and on behalf of the undersigned to prepare or cause to be prepared, sign, file with the SEC and furnish to any other
person all certificates, instruments, agreements and documents necessary to comply with section 13(d) and section 16(a) of the Securities
Exchange Act of 1934, as amended, in connection with said purchases, and to do and perform every act necessary and proper to be done incident
to the exercise of the foregoing power, as fully as the undersigned might or could do if personally present.

Date: February 7, 2012

ALLIANZ GLOBAL INVESTORS CAPITAL LLC

By: /s/ Kellie E. Davidson
Kellie E. Davidson, Assistant Secretary

NFJ INVESTMENT GROUP LLC
By: /s/ Kellie E. Davidson

Kellie E. Davidson, Assistant Secretary

order-top:3.00px double #000000">
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Weighted average number of shares used to compute earnings per
share()

Ordinary shares:

Basic
100,000,000 100,000,000
Diluted
100,189,928 100,650,652

Class A and Class B ordinary shares®:

Basic

99,898,154 106,735,303 112,227,405 112,227,405
Diluted

104,329,226 112,831,585 115,646,826 115,646,826

Dividend per share®

(1) Earnings per share for ordinary shares (Diluted) for each year from 2011 to 2015 were computed after taking into
account the dilutive effect of the shares underlying our employees share-based awards.

12
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(2) As holders of Class A and Class B ordinary shares have the same dividend right in our undistributed
earnings, the basic and diluted net income per Class A ordinary share and Class B ordinary share are the
same for all the periods presented during which there were two classes of ordinary shares. The weighted
average number of shares represents the sum of the weighted average number of Class A and Class B
ordinary shares. Please see Earnings per Share under Note 17 to our audited consolidated financial
statements included in this annual report for additional information regarding the computation of the per
share amounts and the weighted average numbers of Class A and Class B ordinary shares.
(3) Dividends distributed to our shareholders in the fiscal years ended 2012 and 2013 were one-time distributions due
to special circumstances. See Item 8. Financial Information A. Consolidated Statements and Other Financial
Information Dividend Policy.

As of December 31,
2011 2012 2013 2014 2015
RMB RMB RMB RMB RMB US$

(in thousands)
Selected Consolidated Balance
Sheet Data:
Cash and cash equivalents,
restricted cash and term deposits 213,705 420,576 1,383,613 2,772,191 4,169,053 643,591

Accounts receivable, net 203,102 326,071 465,712 736,695 1,075,456 166,022
Total current assets 451,823 786,192 1,899,265 3,640,766 5,742,475 886,486
Total assets 2,043,005 2,379,673 3,512,950 5,278,515 7,530,076 1,162,445
Deferred revenue 41,461 94,392 213,240 438,797 872,487 134,689
Total current liabilities 203,805 336,292 789,818 1,080,657 2,156,534 332,913
Total liabilities 682,726 821,698 1,300,586 1,613,092 2,679,040 413,574
Total shareholders equity 1,360,279 1,557,975 2,212,364 3,665,423 4,851,036 748,871
4

13
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Table of Conten
Exchange Rate Information

Substantially all of our operations are conducted in China and substantially all of our revenues are denominated in
RMB. This annual report contains translations of RMB amounts into U.S. dollars at specific rates solely for the
convenience of the reader. Unless otherwise noted, all translations from RMB to U.S. dollars and from U.S. dollars to
RMB in this annual report were made at a rate of RMB6.4778 to US$1.00, the noon buying rate in The City of New
York for cable transfers of RMB as certified for customs purposes by the Federal Reserve Bank of New York on
December 31, 2015. We make no representation that any RMB or U.S. dollar amounts could have been, or could be,
converted into U.S. dollars or RMB, as the case may be, at any particular rate, at the rates stated below, or at all. The
PRC government imposes control over its foreign currency reserves in part through direct regulation of the conversion
of RMB into foreign exchange and through restrictions on foreign trade. On February 29, 2016, the noon buying rate
was RMB6.5525 to US$1.00.

The following table sets forth information concerning exchange rates between the RMB and the U.S. dollar for the
periods indicated.

Noon Buying Rate
Period Period End Average @ Low High
(RMB per US$1.00)
2011 6.2939 6.4475 6.6364 6.2939
2012 6.2301 6.2990 6.3879 6.2221
2013 6.0537 6.1412 6.2438 6.0537
2014 6.2046 6.1704 6.2591 6.0402
2015 6.4778 6.2869 6.4896 6.1870
September 6.3556 6.3676 6.3836 6.3544
October 6.3180 6.3505 6.3591 6.3180
November 6.3883 6.3640 6.3945 6.3180
December 6.4778 6.4491 6.4896 6.3883
2016
January 6.5752 6.5726 6.5932 6.5219
February 6.5525 6.5501 6.5795 6.5154

Source: Federal Reserve Statistical Release

(1) Annual averages are calculated from month-end rates. Monthly averages are calculated using the average of the
daily rates during the relevant period.

B. Capitalization and Indebtedness
Not applicable.

Table of Contents 14
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C. Reasons for the Offer and Use of Proceeds
Not applicable.

D. Risk Factors

An investment in our capital stock involves a high degree of risk. You should carefully consider the risks described
below, together with all of the other information included in this annual report, before making an investment decision.
If any of the following risks actually occurs, our business, financial condition or results of operations could suffer. In
that case, the trading price of our capital stock could decline, and you may lose all or part of your investment.

Table of Contents 15
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Risks Related to Our Business and Industry

We rely on China s automotive industry for substantially all of our revenues and future growth, the prospects of
which are subject to many uncertainties, including government regulations and policies.

We rely on China s automotive industry for substantially all of our revenues and future growth. We have greatly
benefited from the growth of China s automotive industry during the past few years. However, China s automotive
industry is still at an early stage of development and are subject to many uncertainties. We cannot predict how this
industry will develop in the future. Further, the growth of China s automotive industry could be affected by many
factors, including general economic conditions in China, the urbanization rate of China s population, the growth of
disposable household income, the cost of new automobiles as well as tax and incentives related to automobile
purchases. In addition, governmental policies may have a considerable impact on the growth of the automotive
industry in China. For example, in an effort to alleviate traffic congestion and improve air quality, the Beijing
municipal government issued a regulation in December 2010 to limit the number of new passenger vehicle plates
issued in Beijing each year to 240,000 commencing in 2011, and the limitation was subsequently further reduced to
150,000 starting from 2014. There are similar policies that restrict the issuance of new passenger vehicle plates in
several other cities, Shanghai, Guangzhou, Tianjin, Guiyang, Shijiazhuang, Hangzhou and Shenzhen. Other cities
such as Chengdu, Chongqing and Wuhan may take measures to limit the number of purchases of automobiles. In
September 2013, the PRC government released a plan for the prevention and remediation of air pollution, which
requires large cities such as Beijing, Shanghai and Guangzhou to further restrict the ownership of motor vehicles. In
October 2013, the Beijing municipal government issued an additional regulation to limit the total number of vehicles
in Beijing to no more than six million by the end of 2017, compared to approximately 5.2 million vehicles in
operation by the end of 2013. In 2015, the PRC government released high automobile emission standards and new tax
benefits for electric cars. Since late 2014, the PRC government has released a series of incentive policies for new
energy-efficient vehicles. Beginning from late 2011, the National Development and Reform Commission, one of
China s antitrust regulatory authorities, initiated a series of investigations into the pricing practices of foreign
automobile companies in China in connection with allegations of the lack of fair competition. These investigations
may lead to price reductions due to enhanced competition. Such regulatory developments, as well as other
uncertainties, may adversely affect the growth prospects of China s automotive industry, and in turn reduce demand for
automobiles. If automakers and automobile dealers were to reduce their marketing expenditures as a result, our
business, financial condition and results of operations could be materially and adversely affected.

We face significant competition, and if we fail to compete effectively, we may lose market share and our business,
prospects and results of operations may be materially and adversely affected.

The markets for our services are highly competitive. With respect to our advertising services, we face competition

from China s automotive websites, such as xcar.com.cn, pcauto.com.cn and bitauto.com, from the automotive channels
of major internet portals, such as Sina and Sohu, and from social media and online video websites. We may also face
competition from other websites engaged in the online automobile transaction business, such as bitauto.com and
tmall.com, as we develop our transaction platform. In addition, we also face competition from other used-automobile
websites, such as 5/auto.com, taoche.com, youxinpai.com, guazi.com and renrenche.com. Competition with these and
other websites is primarily centered on increasing user reach, user engagement and brand recognition, relationships
with the suppliers, and attracting and retaining advertisers or customers, among other factors.

Some of our competitors or potential competitors have longer operating histories and may have greater financial,
management, technological, development, sales, marketing and other resources than we do. They may use their
experience and resources to compete with us in a variety of ways, including by competing more heavily for users,
advertisers and dealers, investing more heavily in research and development and making acquisitions. Some of our

Table of Contents 16
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competitors have entered or may enter into business cooperation agreements with search engines, which may impact
our ability to obtain additional user traffic from the same sources. Our competitors may be acquired and consolidated
by, or cooperate with, industry conglomerates who are able to further invest with significant resources into our
operating space. We cannot assure you that any such large internet business will not in the future focus on the
automotive sector. If we are unable to compete effectively and at a reasonable cost against our existing and future
competitors, our business, prospects and results of operations could be materially and adversely affected.

For our advertising business and dealer subscription business, we also face competition from traditional advertising
media, such as newspapers, magazines, yellow pages, television, radio and outdoor media. Advertisers in China
generally allocate a significant portion of their marketing budgets to traditional advertising media. If we cannot
effectively compete with traditional media for the marketing budgets of our existing and potential customers, our
results of operations and growth prospects could be adversely affected. For our transaction business, as online
automobile transaction is a relatively new business model and consumers in China might be accustomed to make
automobile purchases with traditional dealerships, we cannot guarantee that the automobile consumers in China will
accept such business model. If we cannot earn consumer recognition and trust in our transaction business, our results
of operations and growth prospects could be adversely affected.

Table of Contents 17
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If we fail to attract and retain users and advertisers, our business and results of operations may be materially and
adversely affected.

In order to maintain and strengthen our position as the leading online destination for automobile consumers in China,
we must continue to attract and retain users to our websites, which requires us to continue to provide quality content
throughout the automobile-ownership cycle. We must also innovate and introduce services and applications that
enhance user experience. In addition, we must maintain and enhance our brand recognition among consumers. If we
fail to provide high-quality content, offer a superior user experience or maintain and enhance our brand recognition,
we may not be able to attract and retain users. If our user base decreases, our websites may be rendered less attractive
to advertisers and our advertising services and dealer subscription services revenues may decline, which may have a
material and adverse impact on our business, financial condition and results of operations.

We may not be able to successfully monetize and expand our mobile internet services.

We plan to continue to expand our mobile internet services and explore monetization strategies for our mobile internet
services. We have made significant efforts in recent years to optimize the mobile version of our websites to display
our content and develop new mobile applications to capture a greater number of users that access our services through
mobile devices. For example, the number of our average daily unique users who access our websites via mobile
devices and the number of our average daily unique users of our mobile applications amounted to approximately

7.7 million and 6.1 million, respectively, in December 2015. However, if we are unable to attract and retain a
substantial number of mobile device users, or if we do not keep up with our competitors in developing attractive
services that are adapted for such mobile devices, we may fail to capture a significant share of an increasingly
important portion of the mobile internet market for our services or lose existing users.

Furthermore, we are still in the midst of experimenting with early monetization strategies for our mobile internet
services. Advertisers currently spend less on advertising on mobile devices as compared to advertising on PCs, and
may not increase their advertising spending on mobile devices in the future. If our users continue to allocate more
time on our mobile services instead of our traditional PC services, mobile monetization may become increasingly
important to our results of operations. Accordingly, if we are unable to successfully implement monetization strategies
for our mobile internet users, our results of operations may be negatively affected.

A limited number of automaker advertisers have accounted for, and are expected to continue to account for, a
significant portion of our revenues. The failure to maintain or to increase revenues from these advertisers could
harm our prospects.

A limited number of automaker advertisers have accounted for, and are expected to continue to account for, a
significant portion of our revenues. Our top five advertisers, all of whom were automakers, contributed 15.0%, 9.8%
and 11.1% of our net revenues in 2013, 2014 and 2015, respectively. In each of 2013, 2014 and 2015, 75, 85 and 87
automakers operating in China used our advertising services. These automakers include independent Chinese
automakers, joint ventures between Chinese and international automakers and international automakers that sell cars
made outside of China. We believe that our major future revenue growth will be focused on deepening our existing
commercial relationships with automakers to increase our share of each automaker s advertising budget. If we fail to
do so, our growth prospects could be harmed.

Due to the limited number of automakers operating in China and our revenue concentration attributable to a small

number of these companies, any of the following events, among others, may cause a material decline in our revenue
and materially and adversely affect our results of operations and prospects:
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contract reduction, delay or cancellation by one or more significant advertisers and our failure to identify and
acquire additional or replacement advertisers;

a substantial reduction by one or more of our significant advertisers in the price they are willing to pay for
our services; and

financial difficulty of one or more of our significant advertisers who become unable to make timely payment
for the advertisements placed on our websites.

Table of Contents 19
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We may not be able to successfully monetize and expand our dealer network.

We had local sales and service representatives covering 202 cities across China as of December 31, 2015. We intend
to increase our penetration in existing dealer advertising and subscription services markets and expand into new
geographic markets. China is a large and diverse country and business practices and demands may vary significantly
by region and by the level of development of the cities. Our experience in the markets in which we currently operate
may not be applicable in other parts of China or in the lower tier cities in China. We may not be able to leverage our
experience to expand into new geographic markets or in the lower tier cities in China. As a result, our monetization
and expansion strategies, including our share of wallet approach, sales and marketing efforts designed to attract dealer
advertisers and maximize the conversion of registered dealers using our free basic listing service into dealer
subscribers, may be unsuccessful. Furthermore, expanding into new geographical markets or lower tier cities will
require us to hire additional employees to cover these markets. We will incur additional compensation and benefit
costs, office rental expenses and other costs, as well as additional strain on our managerial resources. In addition, we
intend to further monetize our existing dealer network by converting dealers that currently use our free listing service
into dealer subscribers, increasing the average spending of our existing dealer subscribers and upselling our premium
packages with higher rates for our dealer subscription services. If we are unable to successfully monetize and expand
our dealer network and to generate sufficient revenues to cover our increased costs and expenses, our business and
results of operations may be materially and adversely affected.

Our business depends on strong brand recognition, and failing to maintain or enhance our brands could adversely
affect our business and prospects.

Maintaining and enhancing our Autohome and Chel68 brands is critical to our business and prospects. We believe
that brand recognition will become increasingly important as the number of internet users in China grows and
competition in our industry intensifies. A number of factors could prevent us from successfully promoting our brands,
including user dissatisfaction with the content offered on our websites, negative publicity involving our business and

the failure of our sales and marketing activities. If we fail to maintain and enhance our brands, or if we incur excessive
expenses in this effort, our business, results of operations and financial condition will be materially and adversely
affected.

If we are unable to conduct our marketing activities cost-effectively, our results of operations and financial
condition may be materially and adversely affected.

We have incurred expenses on a variety of different marketing and brand promotion efforts designed to enhance our
brand recognition and increase sales of our products and services. Our marketing and promotional activities may not

be well received by customers and may not result in the levels of sales of products and services that we anticipate. We
incurred RMB245.2 million, RMB559.1 million and RMB1,127.5 million (US$174.1 million) in sales and marketing
expenses in 2013, 2014 and 2015, respectively, representing 20.2%, 26.2% and 32.6%, respectively, of total net

revenues in the corresponding years. Marketing approaches and tools in the consumer products market in China are
evolving. This further requires us to enhance our marketing approaches and experiment with new marketing methods

to keep pace with industry developments and consumer preferences, which may not be as cost-effective as our

marketing activities in the past and may lead to significantly higher marketing expenses in the future. We conducted
various sales and marketing initiatives to promote our brands through search engines, mobile platforms and navigation
sites, a 10-year anniversary campaign, Singles Day event and various offline promotional activities such as the Group
Buy initiative. For example, we have entered into an arrangement with Baidu for a 12-month period that started from
July 1, 2014, for enhanced automotive-related content search results on PCs powered by Aladdin, Baidu s open
platform initiative, and we continued our cooperation with Baidu as an exclusive supplier for automotive-related

content on PCs powered by Aladdin for a six-month period that started from August 25, 2015. We also cooperate with
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brands and dealers for promotions in target regions. We may not be able to continue or conduct these activities
efficiently, and our marketing activities may not yield satisfactory results. Failure to refine our existing marketing

approaches or to introduce new effective marketing approaches in a cost-effective manner could impact our net
revenues and profitability.

Table of Contents
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Inaccuracy in pricing and listing information provided by our dealer customers may adversely affect our business
and financial performance.

Our automobile listings and promotional information are provided and continuously updated by our dealer customers.
Users interested in particular vehicle models can conveniently search for up-to-date information on such models
without having to visit the local showrooms of relevant dealers. If such listings and promotional information provided
by our dealer customers are frequently inaccurate or not reliable, our users may lose faith in our websites, resulting in
reduced user traffic to our websites and diminished value to advertisers. We may receive more customer complaints,
and we may need to allocate more resources in responding and handling such complaints. We cannot guarantee that
such complaints will be resolved in satisfactory. Our reputation could be harmed, which could adversely affect our
business and financial performance.

We may not be able to manage our expansion and new business initiatives effectively.

We have experienced rapid growth in our business in recent years. The number of our employees has grown rapidly
from 1,191 as of December 31, 2013 to 1,771 as of December 31, 2014 and 3,292 as of December 31, 2015. Our net
revenues increased from RMB1,216.5 million in 2013 to 2,132.9 million in 2014 and RMB?3,464.0 million (US$534.7
million) in 2015, representing a CAGR of 68.7%. We expect to continue to grow our user base and our business
operations.

Our rapid expansion and new business initiatives may expose us to new challenges and risks. To manage the further
expansion of our business, we need to continuously expand and enhance our infrastructure and technology, and
improve our operational and financial systems, procedures and internal controls. We also need to train, manage and
motivate our growing employee base. In addition, we need to maintain and expand our relationships with automaker
and dealer advertisers, advertising agencies and other third parties. We cannot assure you that our current and planned
personnel, infrastructure, systems, procedures and controls will be adequate to support our expanding operations. We
may be required to increase our sales and marketing expenses in order to support any such expansion and our efforts
may not be effective. If we fail to manage our expansion and new business initiatives effectively or efficiently, our
business and results of operations may be materially and adversely affected.

If we are unable to maintain our relationships with advertising agencies or if we are unable to collect accounts
receivable from advertising agencies in a timely manner, our results of operations and prospects may be materially
and adversely affected.

Although we consider automakers and automobile dealers to be our end-customers for our advertising business and
dealer subscription business, we sell our advertising services and solutions primarily to third-party advertising
agencies that represent the automakers and automobile dealers, as is customary in China. Our top ten advertising
agencies accounted for 44.0%, 38.7% and 39.2% of our total net revenues in 2013, 2014 and 2015, respectively. In
2013, 2014 and 2015, our largest agency accounted for 6.7%, 5.9% and 6.9% of our total net revenues, respectively.
We do not have long-term cooperation agreements or exclusive arrangements with these agencies and they may elect
to direct business to other advertising service providers, including our competitors. If we fail to retain and enhance our
business relationships with third-party advertising agencies, we may suffer from a loss of advertisers and our business,
financial condition, results of operations and prospects may be materially and adversely affected. In our agreements
with certain major advertising agencies, we undertake to provide them with most favored pricing terms. Such most
favored pricing terms may hinder our ability to acquire new customers using special pricing terms.

In addition, we rely on third-party advertising agencies for the collection of payment from our advertisers. As a result,
the financial soundness of our advertising agencies may affect our collection of accounts receivables. We make a
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credit assessment of the advertising agency to evaluate the collectability of the advertising service fees before entering
into an advertising contract. However, we cannot assure you that we will be able to accurately assess the
creditworthiness of each advertising agency, and any failure of advertising agencies to pay us in a timely manner may
adversely affect our liquidity and cash flows.
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If online advertising does not continue to grow in China, our ability to increase revenue and profitability could be
materially and adversely affected.

The use of the internet as a marketing medium in China has been growing recently but remains in an early stage as
compared to the developed markets. The expansion of China s internet population may be limited by a number of
factors, including limitations on network infrastructure and social and political uncertainties, among others.

Many of our current and potential advertisers and dealer subscribers have limited experience with the internet as a
marketing medium, and they have not devoted a significant portion of their marketing budgets to online marketing and
promotion until recently. As a result, they may not consider the internet as the most effective medium to promote or
sell automobiles as compared to traditional print and broadcast media. Our ability to increase revenue and profitability
from online marketing may be adversely impacted by a number of factors, many of which are beyond our control,
including:

difficulties associated with developing a larger user base with demographic characteristics attractive to
advertisers;

increased competition and potential downward pressure on online advertising prices;

difficulties in acquiring and retaining advertisers or dealer subscribers;

failure to develop an independent and reliable means of verifying online traffic; and

decreased use of the internet or online marketing in China.
If the internet does not become more widely accepted as an effective media platform for advertising and marketing by
China s automotive industry, our business, financial condition and results of operations could be materially and
adversely affected.

If we are unable to grow our transaction business, we may not be able to achieve our expected business growth and
our results of operations may be adversely affected.

We started to develop our transaction business in 2014 and has expanded to include direct vehicle sales and
commission-based services facilitating transactions through our transaction platform. In June 2014, we launched
Autohome Mall, an online transaction platform that we believe will allow us to be a transaction facilitator as we
develop our transaction business. The success of our transaction business depends, in part, on third parties and factors
over which we have limited control. We may incur more investment on inventory. We will need to react quickly to
meet the changing consumer preferences and buying trends relating to our transaction business. We will also face
competition from other websites engaged in the online automobile transaction business as well as from traditional
dealerships. In addition, we also rely on our dealership partners to perform order fulfillments for vehicles sold on our
platform. We may not be able to cooperate with dealership partners on commercially reasonable terms, or at all. We
may not have full control over the order fulfillment procedures, and any dissatisfaction from the consumers might
harm our reputation.

Table of Contents 24



Edgar Filing: PETMED EXPRESS INC - Form SC 13G/A

Furthermore, we must keep up to date with competitive technology trends, including the use of new or improved
technology, creative user interfaces and other transaction marketing tools, such as paid search and mobile applications
among others, which may increase our costs and which may not succeed in increasing sales or attracting consumers.
Developing the transaction business may require significant investment in product development, sales and marketing
and working capital, and we may not be able to get the expected return on our investment. As online automobile
transaction is a relatively new business model, we cannot guarantee that the automobile consumers in China will
accept such business model. Due to the limited operating history of our transaction business, we cannot predict that
whether the consumers will trust our platform or view us as an option for purchasing automobile. Finally, developing
the transaction business may take up our management s time and allow them less time to focus on our existing core
business. Our transaction business is substantially dependent on the new vehicle sales level in China, which is
sensitive to changing economic conditions. Our failure to successfully mitigate these risks and uncertainties might
adversely affect the sales or margins in our transaction business, as well as damage our reputation and brand.

10
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Our ability to meet the consumers demand for vehicles depend in part on our ability to maintain a reasonable
level of inventory.

We must maintain a reasonable level of inventory of new vehicles in terms of their quantity and selection to satisfy the
consumers needs in a timely manner. Our inventories was RMB111.7 million (US$17.2 million) as of December 31,
2015 as we expanded our transaction business. As we plan to continue expanding our transaction business, we expect
to include more vehicles in our inventory, which will make it more challenging for us to manage our inventory
effectively and will put more pressure on our inventory system. If we fail to manage our inventory effectively, we may
be subject to a heightened risk of inventory obsolescence, a decline in inventory values, and significant inventory
write-downs or write-offs. We may misjudge customer demand and result in unexpected inventory build-up or
possible inventory write-downs. In addition, we may be required to lower sale prices in order to reduce inventory
level, which may lead to lower or even negative gross margins. High inventory levels may also require us to commit
substantial capital resources, preventing us from using that capital for other important purposes. If our inventory is too
low, our ability to satisfy the consumers needs may be compromised, which may harm our reputation and result in lost
revenues. Any of the above may materially and adversely affect our results of operations and financial condition.

If we fail to manage and maintain our relationships with automakers, our ability to obtain a desirable mix of
popular vehicles for our transaction platform will be adversely affected. If we are unable to offer vehicles that
attract new consumers and new purchases from existing consumers on our transaction platform, our business,
financial condition and results of operations may be materially and adversely affected.

Our future growth depends on our ability to continue to attract new consumers as well as new purchases from existing
consumers. Constantly changing consumer preferences have affected and will continue to affect the online automobile
retail industry. We must stay abreast of emerging consumer preferences and anticipate product trends that will appeal
to existing and potential consumers. Our new automobile sales are influenced by the automakers abilities to anticipate
changes in consumer tastes, preferences and requirements, including those driven by environmental or popular trends,
and to manufacture and deliver to us in sufficient quantities and on a timely basis, a desirable, high quality and
price-competitive mix of new vehicles to sell to our consumers. The most popular vehicles usually generate the

highest profit margins and are frequently difficult to obtain from the automakers. If we cannot obtain sufficient
quantities of the most popular models, our profitability may be adversely affected. Sales of less desirable models may
reduce our profit margins.

We source vehicles from automakers for our online transaction platforms. Maintaining strong relationships with these
automakers is important to the growth of our business. We cannot assure you that our current automaker suppliers will
continue to sell vehicles to us on commercially acceptable terms, or at all. Even if we maintain good relations with the
automakers, their ability to supply products to us in sufficient quantity and at competitive prices may be adversely
affected by economic conditions, labor actions, regulatory or legal decisions, natural disasters or other causes.
Furthermore, some automakers may limit the number of vehicle sales maintained by a certain platform or dealership.
Automakers may also prefer to offer vehicles to their franchise dealerships instead of us. Some automakers may not
approve our applications as a sales partner for its certain vehicles or may require certain purchase commitments from
us, which could materially compromise our growth strategies and business prospects. Any adverse developments in
our relationships with suppliers could materially and adversely affect our business and growth prospects. In addition,
as part of our growth strategy, we plan to further expand our product offerings. If we fail to attract new suppliers to
sell their vehicles to us or on our platform due to any reason, our business and growth prospects may be materially and
adversely affected.

If we are unable to grow our used automobile-related business through our repositioned chel68.com website, we
may not be able to achieve our expected business growth and our results of operations may be adversely affected.
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Historically, we have delivered content related to new and used automobiles through both autohome.com.cn and
chel68.com websites whose user bases overlap to some extent. We redesigned our chel68.com website in October
2011 to focus on used automobile information and content. Through this website, we offer used automobile listing
services to dealers and individual car owners through a user interface that allows potential used car buyers to identify
listings that meet their specific requirements and contact the dealer or individual selling the selected car. In 2015, we
started to trial used car transaction business in selected cities in China and completed and facilitated used car
transaction between sellers and buyers.

11
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We may not be able to successfully grow our used automobile-related business through our repositioned chel68.com
website and our used car transaction platforms. Although the used automobile market in China is growing due to the
increased number of consumer-owned automobiles, there is still significant uncertainty regarding the extent to which
our used automobile- business may benefit from such growth. We may not be able to attract a broad user base to our
chel68.com website. Even if we are able to grow our user base, we may not be able to establish a business model that
allows us to successfully monetize the user traffic. We may not be able to successfully facilitate used car transactions
and our services might not be satisfactory to the used car buyers or sellers. In such cases, we may not be able to
achieve our expected business growth and our results of operations may be adversely affected.

Our business is subject to fluctuations, which makes our results of operations difficult to predict and may cause
our quarterly results of operations to fall short of expectations.

Our quarterly revenues and other operating results have fluctuated in the past and may continue to fluctuate depending
upon a number of factors, many of which are beyond our control. For these reasons, comparing our operating results
on a period-to-period basis may not be meaningful, and you should not rely on our historical results as an indication of
our future performance. For instance, our advertising services revenues typically increase in the second quarter as
automakers increase marketing activities in connection with China s major auto shows, and in the fourth quarter as
advertisers seek to complete year-end marketing campaigns. Demand for our advertising services is generally lowest
in the first quarter of each year, primarily due to a general slowdown in business activities and a reduced number of
working days during the Chinese New Year holiday period. Our transaction business has not experienced similar
trends due to its limited operating history and rapid growth but seasonality may increase in the future.

In addition, because a significant portion of our advertising services revenues is attributable to new model promotion
campaigns, the timing of new car releases of our major automaker advertisers can have a significant impact on our
results of operations. The timing of such releases, however, is subject to uncertainty due to various factors, such as
automakers design or manufacturing issues, marketing conditions and government incentives or restrictions. These
factors may make our results of operations difficult to predict and cause our quarterly results of operations to fall short
of expectations.

Problems with our network infrastructure or information technology systems could impair our ability to provide
services.

Our ability to provide our users with a high quality online experience depends on the continuing operation and
scalability of our network infrastructure and information technology systems. Our systems are potentially vulnerable
to damage or interruption as a result of earthquakes, floods, fires, extreme temperatures, power loss,
telecommunications failures, technical error, computer viruses, hacking or similar events. We may encounter
problems when upgrading our systems or services and undetected programming errors could adversely affect the
performance of the software we use to provide our services. The development and implementation of software
upgrades and other improvements to our internet services is a complex process, and issues not identified during
pre-launch testing of new services may only become evident when such services are made available to our entire user
base.

In addition, we rely on content delivery networks, data centers and other network facilities provided by third parties.
Any disruption to these network facilities may result in service interruptions, decreases in connection speed,
degradation of our services or the permanent loss of user data and uploaded content. If we experience frequent or
persistent service disruptions, whether caused by failures of our own systems or those of third-party service providers,
our reputation or relationships with our users or advertisers may be damaged and our users and advertisers may switch
to our competitors, which may have a material adverse effect on our business, financial condition and results of
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Computer viruses and hacking may cause delays or interruptions on our systems and may reduce use of our
services and damage our reputation and brand.

Computer viruses and hacking may cause delays or other service interruptions on our systems. Hacking involves
efforts to gain unauthorized access to information or systems or to cause intentional malfunctions, loss or corruption
of data, including user identity data, software, hardware or other computer equipment. In addition, the inadvertent
transmission of computer viruses could result in significant damage to our hardware and software systems and
databases, disruptions to our business activities, including our e-mail and other communications systems, breaches of
security and inadvertent disclosure of confidential or sensitive information, interruptions in access to our website
through the use of denial of service or similar attacks and other material adverse effects on our operations. We have
experienced hacking attacks in the past, and although such attacks in the past have not had a material adverse effect on
our operations, there is no assurance that there will be no serious computer viruses or hacking attacks in the future.
We may incur significant costs to protect our systems and equipment against the threat of, and to repair any damage
caused by, computer viruses and hacking. Moreover, if a computer virus or hacking affects our systems and is highly
publicized, our reputation and brand could be materially damaged and use of our services may decrease.

Failure to protect confidential information of our customers and network against security breaches could damage
our reputation and brand and substantially harm our business and results of operations.

Ensuring secured transmission of confidential information through public networks is essential to maintaining the
confidence of our customers and users. Our existing security measures may not be adequate to protect such
confidential information. In addition, computer and network systems are susceptible to breaches by computer hackers.
Security breaches could expose us to litigation and potential liability for failing to secure confidential customer
information and could harm our reputation and reduce our ability to attract customers and users. Future security
breaches, if any, may result in a material adverse effect on our business, financial condition and results of operations.

Practices regarding the collection, use, storage, transmission and security of personal information by companies
operating over the internet and mobile platforms have recently come under increased public scrutiny. As e-commerce
continues to evolve, we believe that increased regulation by the PRC government of data privacy on the internet is
likely. We may become subject to new laws and regulations applying to the solicitation, collection, processing or use
of personal or consumer information that could affect how we store, process and share data with our customers. We
generally comply with industry standards and are subject to the terms of our own privacy policies. Compliance with
any additional laws could be expensive and may place restrictions on the conduct of our business and the manner in
which we interact with our customers. Any failure to comply with applicable regulations could also result in
regulatory enforcement actions against us.

Significant capital and other resources may be required to protect against information security breaches or to alleviate
problems caused by such breaches or to comply with our privacy policies or privacy-related legal obligations. The
resources required may increase over time as the methods used by hackers and others engaged in online criminal
activities are increasingly sophisticated, well-funded and constantly evolving. Any failure or perceived failure by us to
prevent information security breaches or to comply with privacy policies or privacy-related legal obligations, or any
compromise of security that results in the unauthorized release or transfer of personally identifiable information or
other customer data, could cause our customers to lose trust in us and could expose us to legal claims. Any perception
by the public that online transactions or the privacy of user information is becoming increasingly unsafe or vulnerable
to attacks could inhibit the growth of online retail and other online services generally, which may reduce the number
of orders we receive.
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The continuing and collaborative efforts of our senior management, key employees and highly skilled personnel
are crucial to our success, and our business may be harmed if we were to lose their services.

Our success depends on the continuous effort and services of our senior management team and other key personnel. If
one or more of our executive officers or other key personnel are unable or unwilling to continue to provide us with
their services, we might not be able to replace them within a short period of time or at all. Our business could be
severely disrupted, our financial condition and results of operations could be materially and adversely affected, and we
might incur additional expenses to recruit, train and retain personnel. If any of our executive officers joins a
competitor or forms a competing company, we may lose advertisers, know-how and key professionals and staff
members. Each of our executive officers has entered into an employment agreement with Beijing Cheerbright
Technologies Co., Ltd., or Autohome WFOE, which contains non-competition provisions. However, if any dispute
arises between us and our executive officers, we may have to incur substantial costs and expenses in order to enforce
these agreements in China.
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Our performance and future success also depend on our ability to identify, hire, develop, motivate and retain skilled
personnel for all areas of our organization. Competition in the automotive and internet advertising industries and the
online automobile transaction industry for qualified employees is intense, and if competition in these industries further
intensifies, it may be more difficult for us to hire, motivate and retain highly skilled personnel. If we do not succeed in
attracting additional highly skilled personnel or retaining or motivating our existing personnel, we may be unable to
grow effectively or at all.

If we fail to protect our intellectual property rights, our brand and business may suffer.

We rely on a combination of trademark, patent, copyright and trade secret protection laws in the PRC and other
jurisdictions, as well as through confidentiality agreements and other measures, to protect our intellectual property
rights. Our major brand names and logos are registered trademarks in China. Most of our professionally produced
content available on our websites and proprietary software are protected by copyright laws. Despite our precautions,
third parties may obtain and use our intellectual property without our authorization. Historically, the legal system and
courts of the PRC have not protected intellectual property rights to the same extent as the legal system and courts of
the United States, and companies operating in the PRC continue to face an increased risk of intellectual property
infringement. Furthermore, the validity, application, enforceability and scope of protection of intellectual property
rights for many internet-related activities, such as internet commercial methods patents, are uncertain and still
evolving in China and abroad, which may make it more difficult for us to protect our intellectual property. From time
to time, other websites may use our articles, photos or other content without our proper authorization. Although such
use has not in the past caused any material damage to our business, it is possible that there may be misappropriation
on a much larger scale with a material adverse impact to our business. If we are unable to adequately protect our
intellectual property rights in the future, our brand and business may suffer.

We may be vulnerable to intellectual property infringement claims brought against us by others.

Internet, technology and media companies are frequently involved in litigation based on allegations of infringement of
intellectual property rights, unfair competition, invasion of privacy, defamation and other violation of other parties
rights. We have never experienced any material claims on these issues against us in the past, but as we face increasing
competition and as litigation becomes more common in China in resolving commercial disputes, we face a higher risk
of being the subject of intellectual property infringement claims. We may be subject to legal proceedings and claims
from time to time relating to the intellectual property of others in the ordinary course of our business. We could also
be subject to claims based upon the content that is displayed on our websites or accessible from our websites through
links to other websites or information on our websites supplied by third parties. Intellectual property claims and
litigation are expensive and time-consuming to investigate and defend and may divert resources and management
attention from the operation of our websites. Such claims, even if they do not result in liability, may harm our
reputation. Any resulting liability or expenses, or changes required to our websites to reduce the risk of future liability,
may have a material adverse effect on our business, financial condition and results of operations.

We may be subject to liability for advertisements and other content placed on our websites.

The PRC government has adopted regulations governing advertising content as well as internet access and the
distribution of information over the internet. Under PRC advertising laws and regulations, we are obligated to monitor
the advertising content shown on our websites to ensure that such content is true and accurate and in full compliance
with applicable laws and regulations. See Item 4. Information on the Company B. Business Overview PRC
Regulation Regulations on Advertisements. Under the internet information regulations, internet content providers and
internet publishers are prohibited from posting or displaying over the internet content that, among other things,
compromises national security, harms the dignity or interests of the state, incites ethnic hatred or racial discrimination,
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undermines the PRC s religious policy, disturbs social order, disseminates obscenity or pornography, encourages
gambling, violence, murder or fear, incites the commission of a crime, infringes upon the lawful rights and interests of
a third party, or is otherwise prohibited by law or administrative regulations. See Item 4. Information on the
Company B. Business Overview PRC Regulation Regulations on Internet Content Services.
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We display advertisements on our websites. In addition, through our websites and user forums, we allow users to
upload written materials, images, pictures and other content on our websites, and also allow users to share and link to
content from other websites through our websites. Failure to identify and prevent illegal or inappropriate content from
being displayed on or through our websites may subject us to liability. We cannot assure you that all of the
advertisements and content shown or posted on our websites adhere to the advertising and internet content laws and
regulations, especially given the uncertainty in the interpretation of these PRC laws and regulations.

If PRC regulatory authorities determine that any advertisements or content displayed on our websites do not adhere to
applicable laws and regulations, they may require us to limit or eliminate the dissemination or availability of such
advertisements and other content on our websites in the form of take-down orders or otherwise. Such regulatory
authorities may also impose penalties on us, including fines, confiscation of advertising income or, in circumstances
involving more serious violations by us, the termination of our advertising or internet content license, any of which
would materially and adversely affect our business and results of operations.

In addition, we may be subject to claims by consumers asserting that the information on our websites is misleading,
and we may not be able to recover our losses from advertisers. As a result, our business, financial condition and
results of operations could be materially and adversely affected.

We may undertake acquisitions, investments, joint ventures or other alliances that could prove difficult to integrate,
disrupt our business or otherwise negatively impact our operating results and the value of your investment.

As part of our business strategy, we regularly evaluate potential acquisitions, investments and alliances, including
joint ventures and minority equity investments. These transactions involve numerous risks, including:

the failure to achieve the expected benefits of the acquisition, investment or alliance;

difficulties in, and the cost of, integrating operations, technologies, services and personnel;

write-offs of investments or acquired assets;

non-performance by, or conflicts of interest with, the parties with whom we enter into investments or
alliances;

limited ability to monitor or control the actions of other parties with whom we enter into investments or
alliances;

misuse of proprietary information shared in connection with an acquisition, investment or alliance; and

depending on the nature of the acquisition, investment or alliance, exposure to new regulatory risks.
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The realization of any of these risks could materially adversely affect our business. To the extent any of our directors
or officers also invests in a capacity other than as our director or officer, his or her interest may not be aligned with
ours.

In addition, if we finance acquisitions by issuing equity or convertible debt securities, our existing shareholders may
be diluted, which could affect the market price of our ADSs.

Furthermore, we may fail to identify or secure suitable acquisition, investment and other strategic opportunities, or our
competitors may capitalize on such opportunities before we do, which could impair our ability to compete with our
competitors and adversely affect our growth prospects and results of operations.
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Any financial or economic crisis, or perceived threat of such a crisis, including a significant decrease in consumer
confidence, may materially and adversely affect our business, financial condition and results of operations.

The global financial markets experienced significant disruptions in 2008 and the United States, European and other
economies went into recession. The recovery from the lows of 2008 and 2009 was uneven and the global financial
markets are facing new challenges, including the escalation of the European sovereign debt crisis since 2011, the
hostilities in the Ukraine, the end of quantitative easing by the U.S. Federal Reserve and the economic slowdown in
the Eurozone in 2014. It is unclear whether these challenges will be contained and what effects they each may have.
There is considerable uncertainty over the long-term effects of the expansionary monetary and fiscal policies that have
been adopted by the central banks and financial authorities of some of the world s leading economies, including
China s. Economic conditions in China are sensitive to global economic conditions. Recently there have been signs
that the rate of China s economic growth is declining. Any prolonged slowdown in China s economic development
might lead to tighter credit markets, increased market volatility, sudden drops in business and consumer confidence
and dramatic changes in business and consumer behaviors. In response to their perceived uncertainty in economic
conditions, consumers might delay, reduce or cancel purchases of automobiles, which are still considered luxury items
in China, and our advertisers may also defer, reduce or cancel purchasing our services. To the extent any fluctuations
in the Chinese economy significantly affect automakers and dealers demand for our services or change their spending
habits, our results of operations may be materially and adversely affected.

Our third-party vendors may raise prices and as a result increase our operating expenses.

We rely on third parties for certain essential services, such as internet services and we may not have any control over
the costs of the services they provide. Any third-party service provider may raise their prices, which might not be
commercially reasonable to us. If we are forced to seek other providers, there is no assurance that we will be able to
find alternative providers willing or able to provide comparable high-quality services and there is no assurance that
such providers will not charge us higher prices for their services. If the prices that we are required to pay third-party
vendors for services rise significantly, our results of operations could be adversely affected.

We are a controlled company within the meaning of the NYSE corporate governance requirements, which may
result in public investors not having as much protection as they would if we were not a controlled company.

As of February 29, 2016, Telstra Holdings Pty Limited, a wholly owned subsidiary of Telstra Corporation Limited, or
Telstra, owned 54.6% of the total voting rights in our company, and we are a controlled company under Section 303A
of the NYSE Listed Company Manual. As a controlled company, we rely on certain exemptions that are available to
controlled companies from the NYSE corporate governance requirements, including the requirements that:

a majority of our board of directors consists of independent directors;

our compensation committee be composed entirely of independent directors; and

our corporate governance and nominating committee be composed entirely of independent directors.
We are not required to and will not voluntarily meet these requirements. As a result of our use of the controlled
company exemption, our investors will not have the same protection as they would if we were not a controlled
company.
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In addition, because Telstra beneficially owns 54.6% of the voting rights in our company, it has decisive influence in
determining the outcome of any corporate transaction or other matter submitted to the shareholders for approval,
including mergers, consolidations and the sale of all or substantially all of our assets, election of directors and other
significant corporate actions. Without the consent of Telstra, we may be prevented from entering into transactions that
could be beneficial to us. The interests of Telstra may differ from the interests of our other shareholders. Furthermore,
Telstra s business activities, although not related to our operations, may adversely impact reputation.
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If we fail to maintain an effective system of internal control over financial reporting, our ability to accurately and
timely report our financial results or prevent fraud may be adversely affected, and investor confidence and the
market price of our ADSs may be adversely impacted.

The Securities and Exchange Commission, or the SEC, as required by Section 404 of the Sarbanes-Oxley Act of 2002,
adopted rules requiring every public company to include a management report on the company s internal control over
financial reporting in its annual report, which contains management s assessment of the effectiveness of the company s
internal control over financial reporting. Our management has concluded that our internal control over financial
reporting was effective as of December 31, 2015. See Item 15. Controls and Procedures Management s Annual Report
on Internal Control over Financial Reporting. Our independent registered public accounting firm has issued an
attestation report, which has concluded that our internal control over financial reporting was effective in all material
aspects as of December 31, 2015. However, if we fail to maintain effective internal control over financial reporting in
the future, our management and our independent registered public accounting firm may not be able to conclude that

we have effective internal control over financial reporting at a reasonable assurance level. This could in turn result in
loss of investor confidence in the reliability of our financial statements and negatively impact the trading price of our
ADSs. Furthermore, we have incurred and anticipate that we will continue to incur considerable costs, management
time and other resources in an effort to comply with Section 404 and other requirements of the Sarbanes-Oxley Act.

We have a limited operating history, which makes it difficult to evaluate our business.

We have a limited operating history. Autohome.com.cn and chel68.com were launched in 2005 and 2004,
respectively. Our company was incorporated in June 2008 and acquired the entities that operated these two websites
soon thereafter. Although we have achieved profitability in recent periods, our limited operating history makes the
prediction of future results of operations difficult. Historical results of operations achieved by us should not be taken
as indicative of the rate of growth, if any, that can be expected in the future. You should consider our future prospects
in light of the risks and uncertainties fast-growing companies with limited operating histories may encounter.

We have limited business insurance coverage.

Insurance companies in China currently do not offer as extensive an array of insurance products as insurance
companies do in more developed economies. We do not have any business liability or disruption insurance to cover
our operations. We have determined that the costs of insuring for these risks and the difficulties associated with
acquiring such insurance on commercially reasonable terms make it impractical for us to have such insurance. Any
uninsured occurrence of business disruption may result in our incurring substantial costs and the diversion of
resources, which could have an adverse effect on our results of operations and financial condition.

We face risks related to health epidemics and natural disasters.

Our business could be adversely affected by the effects of HIN1 flu, avian flu, Severe Acute Respiratory Syndrome,
or SARS, or another epidemic. China reported a number of cases of SARS in 2003, which resulted in the closure of
many businesses by the PRC government to prevent the transmission of SARS. In recent years, there have been
reports of occurrences of avian flu in various parts of China, including a few confirmed human cases and deaths. In
20009, the global spread of HIN1 flu resulted in several confirmed infections and deaths in China. Restrictions on
travel resulting from any prolonged outbreak of HINT1 flu, avian flu, SARS or another epidemic could adversely affect
our ability to market our services to users, automakers and automobile dealers throughout China. Our business
operations could be disrupted if one of our employees is suspected of having HINT1 flu, avian flu, SARS or another
epidemic, which could require that a certain number of our employees be quarantined and/or our offices be
disinfected. In addition, our results of operations could be adversely affected to the extent that HINT1 flu, avian flu,
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SARS or another outbreak harms the Chinese economy in general.

We are also vulnerable to natural disasters and other calamities. Although our servers are hosted in an offsite location,
our backup system does not capture data on a real-time basis and we may be unable to recover certain data in the event
of a server failure. We cannot assure you that any backup systems will be adequate to protect us from the effects of
fire, floods, typhoons, earthquakes, power loss, telecommunications failures, break-ins, war, riots, terrorist attacks or
similar events. Any of the foregoing events may give rise to server interruptions, breakdowns, system failures,
technology platform failures or internet failures, which could cause the loss or corruption of data or malfunctions of
software or hardware as well as adversely affect our ability to provide services. In addition, a severe disaster could
affect the operations or financial condition of our customers and suppliers, which could harm our results of operations.
For example, certain Japanese automakers or their joint ventures in China delayed or cancelled advertising campaigns
following the earthquake and tsunami in Japan in March 2011.
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Risks Related to Our Corporate Structure

Substantial uncertainties exist with respect to the enactment timetable, final content, interpretation and
implementation of draft PRC Foreign Investment Law published for public comments and how it may impact the
viability of our current corporate structure, corporate governance and business operations.

The Ministry of Commerce published a discussion draft of the proposed Foreign Investment Law in January 2015
aiming to, upon its enactment, replace the trio of existing laws regulating foreign investment in China, namely, the
Sino-foreign Equity Joint Venture Enterprise Law, the Sino-foreign Cooperative Joint Venture Enterprise Law and the
Wholly Foreign-invested Enterprise Law, together with their implementation rules and ancillary regulations. The draft
Foreign Investment Law embodies an expected PRC regulatory trend to rationalize its foreign investment regulatory
regime in line with prevailing international practice and the legislative efforts to unify the corporate legal
requirements for both foreign and domestic investments. The Ministry of Commerce solicited comments on this draft
in 2015, but no new draft has been published since then. As such, substantial uncertainties exist with respect to its
enactment timetable, final content, interpretation and implementation. The draft Foreign Investment Law, if enacted as
proposed, may materially impact the viability of our current corporate structure, corporate governance and business
operations in many aspects.

Among other things, the draft Foreign Investment Law expands the definition of foreign investment and introduces the
principle of actual control in determining whether a company is considered a foreign-invested enterprise, or an FIE.
The draft Foreign Investment Law specifically provides that entities established in China but controlled by foreign
investors will be treated as FIEs, whereas an entity set up in a foreign jurisdiction would nonetheless be, upon market
entry clearance by the Ministry of Commerce, treated as a PRC domestic investor provided that the entity is controlled
by PRC entities and/or citizens. In this connection, control is broadly defined in the draft law to cover the following
summarized categories: (i) holding 50% of more of the voting rights of the subject entity; (ii) holding less than 50% of
the voting rights of the subject entity but having the power to secure at least 50% of the seats on the board or other
equivalent decision making bodies, or having the voting power to exert material influence on the board, the
shareholders meeting or other equivalent decision making bodies; or (iii) having the power to exert decisive influence,
via contractual or trust arrangements, over the subject entity s operations, financial matters or other key aspects of
business operations. Once an entity is determined to be an FIE, it will be subject to the foreign investment restrictions
or prohibitions set forth in a negative list, to be separately issued by the State Council later. Unless the underlying
business of the FIE falls within the negative list, which calls for market entry clearance by the Ministry of Commerce,
prior approval from the government authorities as mandated by the existing foreign investment legal regime would no
longer be required for establishment of the FIE.

The VIE structure has been adopted by many PRC-based companies, including us, to obtain necessary licenses and
permits in the industries that are currently subject to foreign investment restrictions in China. See Item 7. Major
Shareholders and Related Party Transactions B. Related Party Transactions Contractual Agreements with our Variable
Interest Entities and  If the PRC government finds that the agreements that establish the structure for operating our
services in China do not comply with PRC governmental restrictions on foreign investment in internet businesses, or

if these regulations or the interpretation of existing regulations change in the future, we could be subject to severe
penalties or be forced to relinquish our interests in those operations below. Under the draft Foreign Investment Law,
VIEs that are controlled via contractual arrangement would also be deemed as FIEs, if they are ultimately controlled
by foreign investors. Therefore, for any companies with a VIE structure in an industry category that is on the negative
list, the VIE structure may be deemed legitimate only if the ultimate controlling person(s) is/are of PRC nationality
(either PRC companies or PRC citizens). Conversely, if the actual controlling person(s) is/are of foreign nationalities,
the VIEs will be treated as FIEs and any operation in the industry category on the negative list without market entry
clearance may be considered as illegal.

Table of Contents 40



Table of Contents

Edgar Filing: PETMED EXPRESS INC - Form SC 13G/A

18

41



Edgar Filing: PETMED EXPRESS INC - Form SC 13G/A

Table of Conten

The draft Foreign Investment Law has not taken a position on what actions will be taken with respect to existing
companies with a VIE structure, whether or not these companies are controlled by Chinese parties, while it is
soliciting comments from the public on this point. The provision of internet content services, which we conduct
through our VIEs, is subject to foreign investment restrictions set forth in the Catalogue for the Guidance of Foreign
Investment Industries, or the Catalogue, issued by the National Development and Reform Commission and the
Ministry of Commerce in March 2015. It is unclear whether the new negative list will be different from the Catalogue.
If the enacted version of the Foreign Investment Law and the final negative list mandate further actions, such as
Ministry of Commerce market entry clearance or certain restructuring of our corporate structure and operations, to be
completed by companies with existing VIE structure like us, we face substantial uncertainties as to whether these
actions can be timely completed, or at all, and our business and financial condition may be materially and adversely
affected.

The draft Foreign Investment Law, if enacted as proposed, may also materially impact our corporate governance
practice and increase our compliance costs. For instance, the draft Foreign Investment Law imposes stringent ad hoc
and periodic information reporting requirements on foreign investors and the applicable FIEs. Aside from the
investment implementation report and investment amendment report that are required at each investment and
alteration of investment specifics, an annual report is mandatory, and large foreign investors meeting certain criteria
are required to report on a quarterly basis. Any company found to be non-compliant with these information reporting
obligations may potentially be subject to fines and/or administrative or criminal liabilities, and the persons directly
responsible may be subject to criminal liabilities.

If the PRC government finds that the agreements that establish the structure for operating our services in China do
not comply with PRC governmental restrictions on foreign investment in internet businesses, or if these regulations
or the interpretation of existing regulations change in the future, we could be subject to severe penalties or be
forced to relinquish our interests in those operations.

Current PRC laws and regulations place certain restrictions on foreign ownership of companies that provide internet
content services in China. Specifically, foreign ownership of internet service providers or other value-added
telecommunication service providers may not exceed 50%. In addition, according to the Several Opinions on the
Introduction of Foreign Investment in the Cultural Industry promulgated by the Ministry of Culture, the State
Administration of Radio, Film and Television, or the SARFT, the General Administration of Press and Publication, or
the GAPP, the National Development and Reform Commission and the Ministry of Commerce in June 2005, foreign
investors are prohibited from investing in or operating internet cultural activities. We are a Cayman Islands company
and foreign legal person under PRC laws. Accordingly, neither we nor our wholly foreign-invested PRC subsidiaries
are currently eligible to apply for the required licenses for providing internet content services in China.

As such, we conduct our business through contractual arrangements in China. In particular, we operate our internet
content business through Autohome Information and Shengtuo Hongyuan. Autohome Information and Shengtuo
Hongyuan are currently owned by individual shareholders who are PRC citizens and hold the requisite licenses or
permits to provide internet content and advertising services in China. We do not have an equity interest in Autohome
Information or Shengtuo Hongyuan but substantially control their operations and receive the economic benefits

through a series of contractual arrangements. We have been and are expected to continue to be dependent upon
Autohome Information and its subsidiaries and Shengtuo Hongyuan and its subsidiaries to operate our businesses in

the near future. For more information regarding these contractual arrangements, see Item 7. Major Shareholders and
Related Party Transactions B. Related Party Transactions Contractual Agreements with our Variable Interest Entities.

Based on the advice of our PRC legal counsel, TransAsia Lawyers, the corporate structure of our VIEs and our
subsidiaries in China are in compliance with all existing PRC laws and regulations. However, as there are substantial
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uncertainties regarding the interpretation and application of PRC laws and regulations, we cannot assure you that the
PRC government would agree that our corporate structure or any of the above contractual arrangements comply with
PRC licensing, registration or other regulatory requirements, with existing policies or with requirements or policies
that may be adopted in the future. PRC laws and regulations governing the validity of these contractual arrangements
are uncertain and the relevant government authorities have broad discretion in interpreting these laws and regulations.
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If we or any of our current or future VIEs or subsidiaries are found to be in violation of any existing or future PRC
laws or regulations, or fail to obtain or maintain any of the required permits or approvals, the relevant PRC regulatory
authorities, including the Ministry of Industry and Information Technology, or the MIIT, which regulates internet
information services companies and the China Securities Regulatory Commission, or the CSRC, would have broad
discretion in dealing with such violations, including levying fines, confiscating our income or the income of
Autohome WFOE, Chezhiying WFOE and the VIEs, revoking the business licenses or operating licenses of
Autohome WFOE, Chezhiying WFOE and the VIEs, shutting down our servers or blocking our websites,
discontinuing or placing restrictions or onerous conditions on our operations, requiring us to undergo a costly and
disruptive restructuring, or taking other enforcement actions that could be harmful to our business.

Any of these actions could cause significant disruption to our business operations and severely damage our reputation,
which would in turn materially and adversely affect our business and results of operations. In addition, if the
imposition of any of these penalties causes us to lose the rights to direct the activities of the VIEs or our right to
receive their economic benefits, we would no longer be able to consolidate the VIEs.

Our contractual arrangements with our VIEs may not be as effective in providing operational control as direct
ownership.

We have relied and expect to continue to rely on (i) contractual arrangements with Autohome Information and its
subsidiaries and shareholders and (ii) contractual arrangements with Shengtuo Hongyuan and its subsidiaries and
shareholders to operate our business. For a description of these contractual arrangements, see Item 7. Major
Shareholders and Related Party Transactions B. Related Party Transactions Contractual Agreements with our Variable
Interest Entities. These contractual arrangements may not be as effective in providing us with control over our VIEs as
direct ownership. If we had direct ownership of these entities, we would be able to exercise our rights as a shareholder
to effect changes in the board of directors, which in turn could effect changes, subject to any applicable fiduciary
obligations, at the management level. However, under the current contractual arrangements, we rely on the

performance by these entities and their shareholders of their contractual obligations to exercise control over our VIEs.
Therefore, our contractual arrangements with our VIEs may not be as effective in ensuring our control over their
operations as direct ownership would be.

The shareholders of our VIEs may breach, or cause our VIEs to breach, or refuse to renew, the existing
contractual arrangements we have with them and our VIEs. Any failure by our VIEs or their shareholders to
perform their obligations under our contractual arrangements with them would have a material adverse effect on
our business and financial condition.

The shareholders of our VIEs may breach, or cause our VIEs to breach, or refuse to renew, the existing contractual
arrangements we have with them and our VIEs. If our VIEs or their shareholders fail to perform their obligations
under the contractual arrangements, we may have to incur substantial costs and expend resources to enforce our rights
under the contracts. We may have to rely on legal remedies under PRC law, including seeking specific performance or
injunctive relief and claiming damages, which may not be effective. For example, if the shareholders of Autohome
Information and Shengtuo Hongyuan were to refuse to transfer their equity interests in those companies to us or our
designee when we exercise the call option pursuant to these contractual arrangements, if they transfer the equity
interests to other persons against our interests, or if they were otherwise to act in bad faith toward us, then we may
have to take legal actions to compel them to perform their contractual obligations.

All of these contractual arrangements are governed by PRC law and provide for the resolution of disputes through
arbitration in the PRC. Accordingly, these contracts would be interpreted in accordance with PRC law and any

disputes would be resolved in accordance with PRC legal procedures. The legal system in the PRC is not as developed
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as in other jurisdictions, such as the United States. As a result, uncertainties in the PRC legal system could limit our
ability to enforce these contractual arrangements. Under PRC law, rulings by arbitrators are final, parties cannot
appeal the arbitration results in courts, and the prevailing parties may only enforce the arbitration awards in PRC
courts through arbitration award recognition proceedings, which would incur additional expenses and delay. In the
event we are unable to enforce these contractual arrangements, we may not be able to exert effective control over our
VIEs, and our ability to conduct our business may be negatively affected.
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Contractual arrangements our subsidiary has entered into with our VIEs may be subject to scrutiny by the PRC tax
authorities and a finding that we or our VIEs owe additional taxes could substantially reduce our consolidated net
income and the value of your investment.

Under PRC laws and regulations, arrangements and transactions among related parties may be subject to audit or
challenge by the PRC tax authorities within ten years after the taxable year when the transactions are conducted. We
could face material and adverse tax consequences if the PRC tax authorities determine that the contractual
arrangements among Autohome WFOE, Chezhiying WFOE, our VIEs and the shareholders of our VIEs do not
represent arm  s-length prices and consequently adjust Autohome WFOE and Chezhiying WFOE s or our VIEs income
in the form of a transfer pricing adjustment. A transfer pricing adjustment could, among other things, result in a
reduction, for PRC tax purposes, of expense deductions recorded by our VIEs, which could in turn increase their tax
liabilities. In addition, the PRC tax authorities may impose late payment fees and other penalties on Autohome
WEFOE, Chezhiying WFOE or our VIEs for any unpaid taxes. Our consolidated net income may be materially and
adversely affected if Autohome WFOE and Chezhiying WFOE or our VIEs tax liabilities increase or if they are
subject to late payment fees or other penalties.

The shareholders of our VIEs may have potential conflicts of interest with us, which may materially and adversely
affect our business.

The shareholders of Guangzhou Advertising, Shanghai Advertising and Autohome Information are James Zhi Qin,
our director and chief executive officer, Xiang Li, our director, and Zheng Fan, our vice president. They hold 8%,
68% and 24 %, respectively, of the equity interests in Guangzhou Advertising, Shanghai Advertising and Autohome
Information. Each of these three individuals is also a beneficial owner of our company and a PRC citizen. The
shareholders of Shengtuo Hongyuan are James Zhi Qin and Zheng Fan, each holding 50% of the equity interests in
Shengtuo Hongyuan. Conflicts of interest may arise between their roles as directors, officers and/or beneficial owners
of our holding company and as shareholders of our VIEs. In addition, the controlling shareholders of our company are
substantially different from that of the VIEs, which may heighten any conflicts of interest that could arise between the
two groups of shareholders. We cannot assure you that when conflicts of interest arise, any or all of these equity
holders will act in the best interests of our company or such conflicts will be resolved in our favor. Currently, we do
not have any arrangements to address potential conflicts of interest between these equity holders and our company.
We rely on these individuals to comply with the laws of China, which protect contracts, provide that directors and
executive officers owe a duty of loyalty and a duty of diligence to our company and require them to avoid conflicts of
interest and not to take advantage of their positions for personal gain. We also rely on the laws of the Cayman Islands,
which provide that directors owe a duty of care and a duty of loyalty to our company. However, the legal frameworks
of China and the Cayman Islands do not provide guidance on resolving conflicts in the event of a conflict with another
corporate governance regime. If we cannot resolve any conflict of interest or dispute between us and the shareholders
of our VIEs, we would have to rely on legal proceedings, which could result in disruption of our business and subject
us to substantial uncertainty as to the outcome of any such legal proceedings.

We may rely on dividends and other distributions on equity paid by our PRC subsidiaries to fund any cash and
financing requirements we may have. Any limitation on the ability of our PRC subsidiaries to pay dividends to us
could have a material adverse effect on our ability to conduct our business.

We are a holding company, and we may rely on dividends and other distributions on equity to be paid by our wholly
owned PRC subsidiaries for our cash and financing requirements, including the funds necessary to pay dividends and
other cash distributions to our shareholders and service any debt we may incur. If our PRC subsidiaries incur debt on
their own behalf in the future, the instruments governing the debt may restrict their ability to pay dividends or make
other distributions to us.
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Under PRC laws and regulations, our PRC subsidiaries, as wholly foreign-owned enterprises in the PRC, may pay
dividends only out of their accumulated profits as determined in accordance with PRC accounting standards and
regulations. In addition, wholly foreign-owned enterprises are required to set aside at least 10% of their accumulated
after-tax profits, if any, each year to fund certain statutory reserve funds, until the aggregate amount of such funds
reach 50% of their registered capital. These statutory reserve funds are not distributable as cash dividends.

21

Table of Contents 47



Edgar Filing: PETMED EXPRESS INC - Form SC 13G/A

Table of Conten

Any limitation on the ability of our PRC subsidiaries to pay dividends or make other distributions to us could
materially and adversely limit our ability to grow, make investments or acquisitions that could be beneficial to our
business, pay dividends, or otherwise fund and conduct our business.

PRC regulation of loans to, and direct investment in, PRC entities by offshore holding companies and
governmental control of currency conversion may restrict or prevent us from using the proceeds of our equity
offerings to make loans to our PRC subsidiaries and VIEs or to make additional capital contributions to our PRC
subsidiaries, which may materially and adversely affect our liquidity and our ability to fund and expand our
business.

We are an offshore holding company conducting our operations in China through our PRC subsidiaries and VIEs. We
may make loans to our PRC subsidiaries and VIEs, or we may make additional capital contributions to our PRC
subsidiaries. Any loans by us to our PRC subsidiaries, which are treated as foreign-invested enterprises under PRC
law, are subject to PRC regulations and foreign exchange loan registrations. For example, loans by us to Autohome
WEFOE or Chezhiying WFOE to finance its activities cannot exceed statutory limits and must be registered with the
local counterpart of the State Administration of Foreign Exchange, or SAFE. We may also decide to finance
Autohome WFOE and Chezhiying WFOE by means of capital contributions. These capital contributions must be
approved by the PRC Ministry of Commerce or its local counterpart. Due to the restrictions imposed on loans in
foreign currencies extended to any PRC domestic companies, we are not likely to make such loans to our VIEs, which
are PRC domestic companies. Further, we are not likely to finance the activities of our VIEs by means of capital
contributions due to regulatory restrictions relating to foreign investment in PRC domestic enterprises engaged in
internet content services and online advertising businesses.

SAFE promulgated a circular on November 19, 2010, or Circular No. 59, which tightens the examination on the
authenticity of settlement of net proceeds from an offering and requires that the settlement of net proceeds shall be in
accordance with the description in its prospectus. On March 30, 2015, the SAFE issued the Circular on Reform of the
Administrative Rules of the Payment and Settlement of Foreign Exchange Capital of Foreign-Invested Enterprises, or
SAFE Circular 19, which became effective on June 1, 2015. Pursuant to SAFE Circular 19, foreign-invested
enterprises may either continue to follow the current payment-based foreign currency settlement system or choose to
follow the conversion-at-will system for foreign currency settlement. Where a foreign-invested enterprise follows the
conversion-at-will system for foreign currency settlement, it may convert part or all of the amount of the foreign
currency in its capital account into Renminbi at any time. The converted Renminbi will be kept in a designated
account labeled as settled but pending payment, and if the foreign-invested enterprise needs to make payment from
such designated account, it still needs to go through the review process with its bank and provide necessary supporting
documents. SAFE Circular 19, therefore, has substantially lifted the restrictions on the usage by a foreign-invested
enterprise of its Renminbi registered capital converted from foreign currencies. According to SAFE Circular 19, such
Renminbi capital may be used at the discretion of the foreign-invested enterprise and the SAFE will eliminate the
prior approval requirement and only examine the authenticity of the declared usage afterwards. Nevertheless,
foreign-invested enterprises like our PRC subsidiaries are still not allowed to extend intercompany loans to our VIEs.
In addition, as SAFE Circular 19 was promulgated recently, there remain substantial uncertainties with respect to the
interpretation and implementation of this circular by relevant authorities.

In light of the various requirements imposed by PRC regulations on loans to and direct investment in PRC entities by
offshore holding companies we cannot assure you that we will be able to complete the necessary government
registrations or obtain the necessary government approvals on a timely basis, if at all, with respect to future loans by
us to our PRC subsidiaries or VIEs or with respect to future capital contributions by us to our PRC subsidiaries. If we
fail to complete such registrations or obtain such approvals, our ability to use the proceeds we received from our
equity offerings and to capitalize or otherwise fund our PRC operations may be negatively affected, which could
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If our PRC subsidiaries or VIEs become the subject of a bankruptcy or liquidation proceeding, we may lose the
ability to use and enjoy substantially all of our assets, which could reduce the size of our operations and materially
and adversely affect our business, our ability to generate revenues and the market price of our ADSs.

As part of the contractual arrangements with our VIEs and their shareholders, Autohome Information and Shengtuo
Hongyuan hold operating permits and licenses and substantially all of the assets that are important to the operation of
our business. We expect to continue to be dependent on our VIEs to operate a significant portion of our business in
China. If our VIEs go bankrupt and all or part of their assets become subject to liens or rights of third-party creditors,
we may be unable to continue some or all of our business activities, which would materially and adversely affect our
business, financial condition and results of operations. If our VIEs undergo a voluntary or involuntary liquidation
proceeding, their equity holders or unrelated third-party creditors may claim rights to some or all of these assets,
thereby hindering our ability to operate our business, which would materially and adversely affect our business, our
ability to generate revenues and the market price of our ADSs.

Risks Related to Doing Business in China

Changes in China s economic, political or social conditions or government policies could have a material adverse
effect on our business and operations.

The majority of our assets and operations are located in China. Accordingly, our business, financial condition, results
of operations and prospects may be influenced to a significant degree by political, economic and social conditions in
China generally and by continued economic growth in China as a whole.

The Chinese economy differs from the economies of most developed countries in many respects, including the level
of government involvement, level of development, growth rate, control of foreign exchange and allocation of
resources. Although the Chinese government has implemented measures since the late 1970s emphasizing the
utilization of market forces for economic reform, the reduction of state ownership of productive assets, and the
establishment of improved corporate governance in business enterprises, a substantial portion of productive assets in
China are still owned by the Chinese government. In addition, the Chinese government continues to play a significant
role in regulating industry development by imposing industrial policies. The Chinese government also exercises
significant control over China s economic growth through allocating resources, controlling payment of foreign
currency-denominated obligations, setting monetary policy, and providing preferential treatment to particular
industries or companies.

While the Chinese economy has experienced significant growth over the past decades, the growth has been uneven,
both geographically and among various sectors of the economy, and the rate of growth has been slowing. The Chinese
government has implemented various measures to encourage economic growth and guide the allocation of resources.
Some of these measures may benefit the overall Chinese economy, but may have a negative effect on us. For example,
our financial condition and results of operations may be adversely affected by government control over capital
investments or changes in tax regulations. In addition, in the past the Chinese government has implemented certain
measures, including interest rate increases, to control the pace of economic growth. These measures may cause
decreased economic activity in China, which may adversely affect our business and operating results.

Uncertainties with respect to the PRC legal system could adversely affect us.
We conduct our business primarily through our PRC subsidiaries and VIEs in China. Our operations in China are
governed by PRC laws and regulations. Uncertainties in the interpretation and enforcement of PRC laws and

regulations could limit the legal protections available to you and us. In 1979, the PRC government began to
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promulgate a comprehensive system of laws and regulations governing economic matters in general. The overall
effect of legislation over the past several decades has significantly enhanced the protections afforded to various forms
of foreign investments in China. However, China has not developed a fully integrated legal system, and recently
enacted laws and regulations may not sufficiently cover all aspects of economic activities in China. In particular,
because these laws and regulations are relatively new, and because of the limited volume of published decisions and
their nonbinding nature, the interpretation and enforcement of these laws and regulations involve uncertainties. Since
PRC administrative and court authorities have significant discretion in interpreting and implementing statutory and
contractual terms, it may be difficult to evaluate the outcome of administrative and court proceedings and the level of
legal protection we enjoy. Furthermore, the PRC legal system is based in part on government policies and internal
rules, some of which are not published on a timely basis or at all, which may have a retroactive effect. As a result, we
may not be aware of our violation of these policies and rules until sometime after the violation. In addition, any
administrative and court proceedings in China may be protracted, resulting in substantial costs and diversion of
resources and management attention.
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We may be adversely affected by the complexity, uncertainties and changes in PRC regulation of internet business
and companies.

The PRC government extensively regulates the internet industry, including foreign ownership of, and the licensing
and permit requirements pertaining to, companies in the internet industry. These internet-related laws and regulations
are relatively new and evolving, and their interpretation and enforcement involve significant uncertainty. As a result,
in certain circumstances it may be difficult to determine what actions or omissions may be deemed to be violations of
applicable laws and regulations. Issues, risks and uncertainties relating to the PRC government regulation of the
internet industry include, but are not limited to, the following:

We only have contractual control over our websites. We do not own the websites due to the restriction on
foreign investment in businesses providing value-added telecommunication services in China, which
includes internet content provision services.

There are uncertainties relating to the regulation of the internet industry in China, including evolving

licensing requirements. This means that permits, licenses or operations at some of our companies may be

subject to challenge, or we may fail to obtain permits or licenses that applicable regulators may deem

necessary for our operations, or we may not be able to obtain or renew permits or licenses. For example,

both Autohome Information and Shengtuo Hongyuan may be required to obtain additional licenses,

including internet publishing licenses and internet news information service licenses, if the release of articles

and information or the broadcast of videos on the websites autohome.com.cn and chel68.com is deemed by

the PRC regulatory authorities as being the provision of internet publishing service, internet news

information service, or internet culture operating service. See Item 4. Information on the Company B.

Business Overview PRC Regulation Regulations on Online Cultural Services, Item 4. Information on the
Company B. Business Overview PRC Regulation Regulations on Internet Publishing and Item 4. Information
on the Company B. Business Overview PRC Regulation Regulations on Internet News Information Service for
additional details.

The evolving PRC regulatory system for the internet industry may lead to the establishment of new
regulatory agencies. For example, the Cyberspace Administration of China was established in 2014, as the
central Internet censorship, oversight and control agency for the PRC.

New laws and regulations may be promulgated to regulate internet activities, including online advertising
businesses. As such, additional licenses may be required for our operations. If our operations do not comply
with these new regulations at the time they become effective, or if we fail to obtain any licenses required
under these new laws and regulations, we could be subject to penalties.
On July 13, 2006, the MIIT, the predecessor of which was the Ministry of Information Industry, issued the Notice of
the Ministry of Information Industry on Intensifying the Administration of Foreign Investment in Value-added
Telecommunications Services. This notice prohibits domestic telecommunication service providers from leasing,
transferring or selling telecommunications business operating licenses to any foreign investor in any form, or
providing any resources, sites or facilities to any foreign investor for their illegal operation of a telecommunications
business in China. According to this notice, either the holder of a value-added telecommunication services operation
permit or its shareholders must directly own the domain names and trademarks used by such license holders in their
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provision of value-added telecommunication services. The notice also requires each license holder to have the
necessary facilities, including servers, for its approved business operations and to maintain such facilities in the
regions covered by its license. Currently, Autohome Information and Shengtuo Hongyuan, two of our VIEs, own the
related domain names and trademarks and hold the internet content provider licenses, or ICP licenses, necessary to
conduct our operations for websites in China.

The interpretation and application of existing PRC laws, regulations and policies and possible new laws, regulations
or policies relating to the internet industry have created substantial uncertainties regarding the legality of existing and
future foreign investments in, and the businesses and activities of, internet businesses in China, including our
business. We cannot assure you that we will be able to maintain our existing licenses or obtain any new licenses if
required by any new laws or regulations. There are also risks that we may be found to violate existing or future laws
and regulations given the uncertainty and complexity of China s regulation of the internet industry. If we or our VIEs
fail to obtain or maintain any of the required assets, licenses or approvals, our continued business operations in the
internet industry may subject us to various penalties, including the confiscation of illegal net revenues, fines and the
discontinuation or restriction of our operations, any of which would materially and adversely affect our business and
results of operations.
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There are substantial uncertainties with respect to the enactment, final content, interpretation and implementation
of the Draft Cyber Security Law and how it may impact our business operations.

On July 1, 2015, the Standing Committee of the National People s Congress of China issued the National Security
Law, which came into effect on the same day. The National Security Law provides that the state shall safeguard
sovereignty, security and development interests of cyberspace in the state, and the state shall establish a national
security review and supervision system to review including foreign investment, key technologies, internet and
information technology products and services and other important activities that are likely to impact the national
security of China.

On July 6, 2015, the Standing Committee of the National People s Congress of China released the Draft Cyber
Security Law to solicit public comments. Once adopted, this will be the first Chinese law that focuses exclusively on
cyber security. The Draft Cyber Security Law sets high requirements for the operational security of facilities deemed
to be part of PRC s key information infrastructure facilities, and includes the integration of national security
examinations under certain circumstances. Among which, key information infrastructure facilities includes networks
and systems owned or managed by network service providers with a significant number of users. The Draft Cyber
Security Law provides that key information infrastructure facilities operators must set up specialized internal security
management divisions and assign appropriate person(s) responsible for security management. Additionally, these
operators must conduct background checks on the person(s) responsible for security management and on personnel in
critical positions. It further provides that when operators of key information infrastructure facilities purchase network
products or services that may affect or involve national security, the operator must pass a security examination jointly
arranged by the national network and information authority and the relevant government departments and the national
security examination process under the National Security Law will be triggered. The operators of key information
infrastructure facilities must store important data collected and generated, including citizens personal information,
exclusively within the territory of the People s Republic of China. The Draft Cyber Security Law also sets increasingly
more stringent requirements for network operators. The Draft Cyber Security Law establishes censorship duties for
network operators, including digital information distribution service providers and application software download
service providers. When these operators notice a prohibited publication, or the transmission of illicit information, they
must promptly stop transmitting the information and take measures necessary to prevent the spread of that
information. Operators must maintain a record of these incidents when they occur and report them to the competent
authorities. The Draft Cyber Security Law provides relevant subjects with solid legal authorities who are empowered
to take measures to cut off any transmission(s) of prohibited information on communication networks. Upon finding
prohibited information, those authorities will require that the network operators stop the transmission and take the
necessary measures to remove any prohibited content. Where the above prohibited information comes from outside
the territory of China, these authorities may request that all related institutions to take necessary measures to stop the
flow of prohibited information.

There are substantial uncertainties with respect to the enactment timetable, final content, interpretation and
implementation of the Draft Cyber Security Law. If enacted as proposed, the Draft Cyber Security Law could cause us
to incur substantial costs or require us to change our business practices in a manner materially adverse to our business.

Fluctuations in exchange rates may have a material adverse effect on your investment.

Substantially all of our revenues and costs are denominated in RMB. The conversion of RMB into foreign currencies,
including U.S. dollars, is based on rates set by the People s Bank of China. In July 2005, the PRC government changed
its decades-old policy of pegging the value of the RMB to the U.S. dollar, and the RMB appreciated more than 20%
against the U.S. dollar over the following three years. Between July 2008 and June 2010, this appreciation halted and
the exchange rate between the RMB and the U.S. dollar remained within a narrow band. Since June 2010, the RMB
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has fluctuated against the U.S. dollar, at times significantly and unpredictably. It is difficult to predict how market
forces or PRC or U.S. government policy may impact the exchange rate between the RMB and the U.S. dollar in the
future.
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To the extent that we need to convert U.S. dollars into RMB for capital expenditures and working capital and other
business purposes, appreciation of the RMB against the U.S. dollar would have an adverse effect on the RMB amount
we would receive from the conversion. Conversely, if we decide to convert RMB into U.S. dollars for the purpose of
making payments for dividends on our ordinary shares or ADSs, strategic acquisitions or investments or other
business purposes, appreciation of the U.S. dollar against the RMB would have a negative effect on the U.S. dollar
amount available to us. In addition, a significant depreciation of the RMB against the U.S. dollar may significantly
reduce the U.S. dollar equivalent of our earnings, which in turn could adversely affect the price of our ADSs.

Very limited hedging options are available in China to reduce our exposure to exchange rate fluctuations. To date, we
have not entered into any hedging transactions in an effort to reduce our exposure to foreign currency exchange risk.
While we may decide to enter into hedging transactions in the future, the availability and effectiveness of these hedges
may be limited and we may not be able to adequately hedge our exposure or to hedge our exposure at all. In addition,
our currency exchange losses may be magnified by PRC exchange control regulations that restrict our ability to
convert RMB into foreign currency. As a result, fluctuations in exchange rates may have a material adverse effect on
your investment.

Governmental control of currency conversion may limit our ability to utilize our revenues effectively and affect the
value of your investment.

The PRC government imposes controls on the convertibility of the RMB into foreign currencies and, in certain cases,
the remittance of currency out of China. We receive substantially all of our revenues in RMB. Under existing PRC
foreign exchange regulations, payments of current account items, including profit distributions, interest payments and
trade and service-related foreign exchange transactions, can be made in foreign currencies without prior SAFE
approval by complying with certain procedural requirements. Therefore, Autohome WFOE and Chezhiying WFOE
are able to pay dividends in foreign currencies to us without prior approval from SAFE. However, approval from or
registration with appropriate government authorities is required where RMB is to be converted into foreign currency
and remitted out of China to pay capital expenses such as the repayment of loans denominated in foreign currencies.
The PRC government may also at its discretion restrict access to foreign currencies for current account transactions in
the future. If the foreign exchange control system prevents us from obtaining sufficient foreign currency to satisfy our
foreign currency demands, we may not be able to pay dividends in foreign currencies to our shareholders, including
holders of our ADSs.

Certain regulations in the PRC may make it more difficult for us to pursue growth through acquisitions.

Among other things, certain regulations and rules concerning mergers and acquisitions established additional
procedures and requirements that could make merger and acquisition activities by foreign investors more
time-consuming and complex. For example, these regulations require that the Ministry of Commerce be notified in
advance of any change-of-control transaction in which a foreign investor takes control of a PRC domestic enterprise
or a foreign company with substantial PRC operations, if certain thresholds under the Provisions on Thresholds for
Prior Notification of Concentrations of Undertakings, issued by the State Council on August 3, 2008, are triggered.
According to the Implementing Rules Concerning Security Review on Mergers and Acquisitions by Foreign Investors
of Domestic Enterprises issued by the Ministry of Commerce in August 2011, mergers and acquisitions by foreign
investors involved in an industry related to national security are subject to strict review by the Ministry of Commerce.
These rules also prohibit any transactions attempting to bypass such security review, including by controlling entities
through contractual arrangements. We believe that our business is not in an industry related to national security.
However, we cannot preclude the possibility that the Ministry of Commerce or other government agencies may
publish interpretations contrary to our understanding or broaden the scope of such security review in the future.
Although we have no current plans to make any acquisitions, we may elect to grow our business in the future in part
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by directly acquiring complementary businesses in China. Complying with the requirements of these regulations to
complete such transactions could be time-consuming, and any required approval processes, including obtaining
approval from the Ministry of Commerce, may delay or inhibit our ability to complete such transactions.
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PRC regulations relating to the establishment of offshore holding companies by PRC residents may subject our
PRC resident beneficial owners or our PRC subsidiaries to liability or penalties, limit our ability to inject capital
into our PRC subsidiaries, limit our PRC subsidiaries ability to increase their registered capital or distribute
profits to us, or may otherwise adversely affect us.

On July 4, 2014, SAFE promulgated the Notice on Relevant Issues Concerning Foreign Exchange Control of
Domestic Residents Overseas Investment and Financing and Roundtrip Investment through Offshore Special Purpose
Vehicles, or SAFE Circular No. 37, which replaced the former Notice on Relevant Issues Concerning Foreign
Exchange Administration for PRC Residents to Engage in Financing and Inbound Investment via Overseas Special
Purpose Vehicles (generally known as SAFE Circular No. 75) promulgated by SAFE on October 21, 2005.

SAFE Circular No. 37 requires PRC residents to register with local branches of SAFE in connection with their direct
establishment or indirect control of an offshore entity, for the purpose of overseas investment and financing, with such
PRC residents legally owned assets or equity interests in domestic enterprises or offshore assets or interests, which is
referred to in SAFE Circular No. 37 as a special purpose vehicle. SAFE Circular No. 37 further requires amendment
to the registration in the event of any significant changes with respect to the special purpose vehicle, such as an
increase or decrease of capital contributed by PRC residents share transfer or exchange, merger, division or other
material events. In the event that a PRC resident holding interests in a special purpose vehicle fails to complete the
required SAFE registration, the PRC subsidiaries of that special purpose vehicle may be prohibited from making profit
distributions to the offshore parent and from carrying out subsequent cross-border foreign exchange activities and the
special purpose vehicle may be restricted in its ability to contribute additional capital into its PRC subsidiaries.
Furthermore, failure to comply with the various SAFE registration requirements described above could result in
liability under PRC law for evasion of foreign exchange controls.

Currently, all of our shareholders who are PRC residents have registered with the competent local branch of SAFE
with respect to their investments in our company as required by SAFE Circular No. 75 and will update their
registration filings with SAFE under SAFE Circular No. 37 when there are any changes that should be registered
under SAFE Circular No. 37. However, we may not at all times be fully aware or informed of the identities of all our
shareholders or beneficial owners that are required to make such registrations, and if or when we have such
shareholders or beneficial owners, we may not always be able to compel them to comply with SAFE Circular No. 37
requirements. As a result, we cannot assure you that all of our shareholders or beneficial owners who are PRC
residents will at all times comply with, or in the future make or obtain any applicable registrations or approvals
required by, SAFE Circular No. 37 or other related regulations. The failure or inability of such individuals to comply
with the registration procedures set forth in these regulations may subject us to fines or legal sanctions, restrictions on
our cross-border investment activities or our PRC subsidiaries ability to distribute dividends to, or obtain
foreign-exchange-dominated loans from, our company, or prevent us from making distributions or paying dividends.
As a result, our business operations and our ability to make distributions to you could be materially and adversely
affected.

Furthermore, as these foreign exchange regulations are still relatively new and their interpretation and implementation
has been constantly evolving, it is unclear how these regulations, and any future regulation concerning offshore or
cross-border transactions, will be interpreted, amended and implemented by the relevant government authorities. We
cannot predict how these regulations will affect our business operations or future strategy. In addition, if we decide to
acquire a PRC domestic company, we cannot assure you that we or the owners of such company, as the case may be,
will be able to obtain the necessary approvals or complete the necessary filings and registrations required by the
foreign exchange regulations. This may restrict our ability to implement our acquisition strategy and could adversely
affect our business and prospects.
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Failure to comply with PRC regulations regarding the registration requirements for employee share ownership
plans or share option plans may subject the PRC plan participants or us to fines and other legal or administrative
sanctions.

In December 2006, the People s Bank of China, or PBOC, promulgated the Administrative Measures of Foreign
Exchange Matters for Individuals, which sets forth the respective requirements for foreign exchange transactions by
individuals (both PRC and non-PRC citizens) under either the current account or the capital account. In January 2007,
SAFE issued relevant implementing rules that specified approval requirements for certain capital account transactions
such as a PRC citizen s participation in the employee stock incentive plans or share option plans of an overseas
publicly listed company. In February 2012, SAFE promulgated the Notice on the Administration of Foreign Exchange
Matters for Domestic Individuals Participating in the Stock Incentive Plans of Overseas Listed Companies, or the
Stock Option Notice. The Stock Option Notice supersedes the requirements and procedures for the registration of PRC
resident individuals participation in stock incentive plans set forth by certain rules promulgated by SAFE in March
2007. Under these measures, PRC resident individuals who participate in an employee stock incentive plan or a share
option plan in an overseas publicly listed company are required to register with SAFE and complete certain other
procedures. A PRC domestic qualified agent appointed through the PRC subsidiaries of such overseas listed company
must file applications on behalf of such PRC resident individuals with SAFE or its local counterpart to obtain
approval for an annual allowance with respect to the foreign exchange in connection with stock holding or share
option exercises. With the approval from SAFE or its local counterpart, the PRC domestic qualified agent must open a
special foreign exchange account at a PRC domestic bank to hold the funds required in connection with the stock
purchase or option exercise, payment received upon sales of shares, dividends issued on the stock and any other
income or expenditures approved by SAFE or its local counterpart. We and our PRC resident employees who
participate in our share incentive plans are subject to these regulations as we are an overseas listed company. We have
made registration with the local counterparts of SAFE for our PRC resident employees who participate in our share
incentive plans as required under the Stock Option notice and relevant rules. If we or our PRC optionees fail to
comply with these regulations, we or our PRC optionees may be subject to fines and other legal or administrative
sanctions. See Item 4. Information on the Company B. Business Overview PRC Regulation Regulations on Employee
Stock Options Plans.

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

Pursuant to the Notice on Strengthening Administration of Enterprise Income Tax for Share Transfers by Non-PRC
Resident Enterprises, or SAT Circular 698, issued by the State Administration of Taxation, or the SAT, on
December 10, 2009 with retroactive effect from January 1, 2008, where a non-resident enterprise transfers the equity
interests of a PRC resident enterprise indirectly via disposing of the equity interests of an overseas holding company,
or an Indirect Transfer, and such overseas holding company is located in a tax jurisdiction that: (a) has an effective tax
rate less than 12.5% or (b) does not tax the foreign income of its residents, the non-resident enterprise, being the
transferor, shall report to the relevant tax authority of the PRC resident enterprise this Indirect Transfer. Using a
substance over form principle, the PRC tax authority may disregard the existence of the overseas holding company if
it lacks a reasonable commercial purpose and was established for the purpose of reducing, avoiding or deferring PRC
tax. As a result, gains derived from such Indirect Transfer may be subject to PRC withholding tax at a rate of up to
10%. SAT Circular 698 also provides that, where a non-PRC resident enterprise transfers its equity interests in a PRC
resident enterprise to its related parties at a price lower than the fair market value, the relevant tax authority has the
power to make a reasonable adjustment to the taxable income of the transaction.

On February 3, 2015, the SAT issued SAT Notice 7 to supersede the existing tax rules in relation to the Indirect
Transfer, while the other provisions of SAT Circular 698 remain in force. SAT Notice 7 introduces a more
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sophisticated anti-avoidance guidance. SAT Notice 7 extends its tax jurisdiction to capture not only Indirect Transfer

as set forth under SAT Circular 698 but also transactions involving transfer of movable and immovable property in

China of a foreign company through the offshore transfer of a foreign intermediate holding company. According to

SAT Notice 7, if a non-resident enterprise indirectly transfers PRC taxable properties through an arrangement without

reasonable commercial purpose but to avoid PRC Corporate Income Tax, the Indirect Transfer shall be

re-characterized and treated as a direct transfer of PRC taxable properties. SAT Notice 7 also interprets the term
transfer of the equity interest in a foreign intermediate holding company broadly. In addition, SAT Notice 7 provides

clearer criteria than Circular 698 on how to assess reasonable commercial purposes and introduces safe harbor

scenarios applicable to the public trading of shares in a listed company holding taxable PRC assets and indirect

transfers resulting from a corporate restructuring.
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Further, SAT Notice 7 replaces the compulsory reporting requirement in SAT Circular 698 with a voluntary reporting
regime and the criteria set forth in Circular 698 for indirect transfer reporting have been abolished. Both the foreign
transferor and the transferee, and the PRC tax resident enterprise whose equity interests being transferred may
voluntarily report the transfer by submitting the documents required in SAT Notice 7. In addition to the voluntary
reporting, SAT Notice 7 empowers the Chinese tax authorities to require various documents from the parties involved.
Although SAT Notice 7 provides clarities in many important areas such as reasonable commercial purpose and
reporting requirements, it brings challenges to both the foreign transferor and transferee of the Indirect Transfer as
they are required to make a self-assessment on whether the transaction should be subject to PRC tax and to file or
withhold the PRC tax accordingly. It also introduces the interest regime by providing that where a transferor fails to
file and pay tax on time, and where a withholding agent fails to withhold the tax, interest will be charged on a daily
basis. If the transferor has provided the required documents and information or has filed and paid the tax within 30
days from the date that the share transfer contract or agreement is signed, interest shall be calculated based on the
benchmark interest rate; otherwise, the benchmark interest rate plus 5% will apply.

SAT Notice 7 became effective on February 3, 2015, but it also applies to Indirect Transfers which occurred before its
issuance but have not received assessments from the tax authorities. SAT Circular 698 and SAT Notice 7 may be
determined by the tax authorities to be applicable to our corporate restructuring where non-resident investors were
involved, if any of such transactions were determined by the tax authorities to lack reasonable commercial purpose.
As aresult, we and our non-resident investors in such transactions may become at risk of being taxed under SAT
Circular 698 and SAT Notice 7 and we may be required to expend valuable resources to comply with SAT Circular
698 and SAT Notice 7 or to establish that we should not be taxed under the general anti-avoidance rule of the PRC
Enterprise Income Tax Law, which may have a material adverse effect on our financial condition and results of
operations or such non-resident investors investments in us.

There are still uncertainties as to the interpretation and implementation of SAT Notice 7. The PRC tax authorities have
the discretion under SAT Circular 698 and SAT Notice 7 to make adjustments to the taxable capital gains based on the
difference between the fair value of the equity interests transferred and the cost of investment. We may pursue
acquisitions in the future that may involve complex corporate structures. If we are considered a non-resident enterprise
under the PRC Enterprise Income Tax Law and if the PRC tax authorities make adjustments to the taxable income of
these transactions under Circular 698 and SAT Notice 7, our income tax expenses associated with such potential
acquisitions will be increased, which may have an adverse effect on our financial condition and results of operations.

Discontinuation of any of the preferential tax treatments or imposition of any additional taxes could adversely
affect our financial condition and results of operations.

China passed a new PRC Enterprise Income Tax Law and its implementation rules, which became effective on
January 1, 2008. The Enterprise Income Tax Law (a) reduces the statutory rate of the enterprise income tax from 33%
to 25%, (b) permits companies established before March 16, 2007 to continue to enjoy their existing tax incentives,
adjusted by certain transitional phase-out rules promulgated by the State Council on December 26, 2007, and

(c) introduces new tax incentives, subject to various qualification criteria.

The Enterprise Income Tax Law and its implementation rules permit certain high and new technology enterprises
strongly supported by the state which hold independent ownership of core intellectual property to enjoy a preferential
enterprise income tax rate of 15% subject to certain qualification criteria. Autohome WFOE was recognized jointly by
the Beijing Municipal Science and Technology Commission and other authorities as a high and new technology
enterprise, or HNTE, on September 17, 2010 and therefore was eligible for the preferential 15% enterprise income tax
rate from 2010 to 2012 upon its filing with the relevant tax authority. The qualification as an HNTE is subject to
annual evaluation and a three-year review by the relevant authorities in China. We have obtained renewal of the
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HNTE qualification through 2015. Beijing Autohome Technologies Co., Ltd., or Beijing Autohome Technologies,
was recognized as an HNTE in July 2015 and therefore was eligible for the preferential 15% enterprise income tax
rate from 2015 to 2017 upon their filing with the relevant tax authority. Beijing Prbrownies Software Co., Ltd., or
Beijing Prbrownies, was recognized as an HNTE on February 29, 2016, qualifying it for the preferential 15%
enterprise income tax rate from 2015 to 2017 upon its filing with the relevant tax authority. However, should we lose
this qualification for any reason, Autohome WFOE, Beijing Autohome Technologies and Beijing Prbrownies will no
longer enjoy the 15% preferential tax rate, and the applicable enterprise income tax rate may increase to up to 25%.
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Our global income and the dividends that we may receive from our PRC subsidiaries, dividends distributed to our
non-PRC shareholders and ADS holders, and gains recognized by such shareholders or ADS holders, may be
subject to PRC taxes under the Enterprise Income Tax Law, which would have a material adverse effect on our
results of operations.

Under the Enterprise Income Tax Law and its implementation rules, both of which became effective on January 1,
2008, an enterprise established outside of the PRC with de facto management bodies within the PRC is considered a
resident enterprise and will be subject to the enterprise income tax at the rate of 25% on its global income. The
implementation rules define the term de facto management bodies as establishments that carry out substantial and
overall management and control over the manufacturing and business operations, personnel, accounting, properties,

etc. of an enterprise. The SAT issued the Notice Regarding the Determination of Chinese-Controlled Offshore
Incorporated Enterprises as PRC Tax Resident Enterprises on the Basis of De Facto Management Bodies, or SAT
Circular 82, on April 22, 2009. SAT Circular 82 provides certain specific criteria for determining whether the de facto
management body of a Chinese-controlled offshore-incorporated enterprise is located in China. Although SAT
Circular 82 only applies to offshore enterprises controlled by PRC enterprises, not those controlled by PRC

individuals, the determining criteria set forth in Circular 82 may reflect the SAT s general position on how the de facto
management body test should be applied in determining the tax resident status of offshore enterprises, regardless of
whether they are controlled by PRC enterprises or individuals. Although we do not believe that our legal entities
organized outside of the PRC constitute PRC resident enterprises, it is possible that the PRC tax authorities could

reach a different conclusion. In such case, we may be considered a PRC resident enterprise and may therefore be
subject to enterprise income tax at a rate of 25% on our global income. If we are considered a PRC resident enterprise
and earn income other than dividends from our PRC subsidiaries, a 25% enterprise income tax on our global income
could significantly increase our tax burden and materially and adversely affect our cash flow and profitability.

Pursuant to the Enterprise Income Tax Law and its implementation rules, dividends generated after January 1, 2008
and payable by a foreign-invested enterprise in China to its foreign investors, which are non-PRC tax resident
enterprises without an establishment in China, or whose income has no connection with their institutions and
establishments inside China, are subject to withholding tax at a rate of 10%, unless any such foreign investor s
jurisdiction of incorporation has a tax treaty with China that provides for a different withholding arrangement. We are
a Cayman Islands holding company and we conduct our business through Autohome WFOE and Chezhiying WFOE.
Autohome WFOE is 100% owned by Cheerbright, our wholly owned subsidiary located in the British Virgin Islands.
The British Virgin Islands currently does not have any tax treaty with China with respect to withholding tax. As long
as Cheerbright is considered a non-PRC resident enterprise and holds at least 25% of the equity interest of Autohome
WEFOE, dividends that it receives from Autohome WFOE may be subject to withholding tax at a rate of 10%.
Chezhiying WFOE is 100% owned by Autohome Link Hong Kong Limited, our wholly owned subsidiary located in
Hong Kong. Under the Arrangement between the PRC and the Hong Kong Special Administrative Region on the
Avoidance of Double Taxation and Prevention of Fiscal Evasion, effective on January 1, 2007, as long as Autohome
Link Hong Kong Limited is considered a non-PRC resident enterprise and holds at least 25% of the equity interest of
its PRC subsidiaries, dividends that it receives from its PRC subsidiaries may be subject to withholding tax at a
preferential rate of 5%, if it is the beneficial owner of the dividends, upon receiving the approval from the local tax
authority. In August 2015, the State Administration of Taxation promulgated the Administrative Measures for
Non-Resident Taxpayers to Enjoy Treatments under Tax Treaties, or SAT Circular 60, which became effective on
November 1, 2015. SAT Circular 60 provides that non-resident enterprises are not required to obtain pre-approval
from the relevant tax authority in order to enjoy the reduced withholding tax rate. Instead, non-resident enterprises and
their withholding agents may, by self-assessment and upon their confirmation that the prescribed criteria to enjoy the
tax treaty benefits are met, directly apply the reduced withholding tax rate, and file necessary forms and supporting
documents when performing tax filings, which will be subject to post-filing examinations by the relevant tax
authorities. We have migrated our advertising business from our VIEs to the subsidiaries of Autohome Media.
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Autohome Media is 100% owned by Autohome HK, our wholly owned subsidiary located in Hong Kong. Under the
Arrangement between the PRC and the Hong Kong Special Administrative Region on the Avoidance of Double
Taxation and Prevention of Fiscal Evasion, effective on January 1, 2007, as long as Autohome HK is considered a
non-PRC resident enterprise and holds at least 25% of the equity interest of its PRC subsidiaries, dividends that it
receives from its PRC subsidiaries may be subject to withholding tax at a preferential rate of 5%, if it is the beneficial
owner of the dividends, upon receiving the approval from the local tax authority.
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As uncertainties remain regarding the interpretation and implementation of the Enterprise Income Tax Law and its
implementation rules, we cannot assure you that if we are regarded as a PRC resident enterprise, any dividends to be
distributed by us to our non-PRC shareholders and ADS holders would not be subject to any PRC withholding tax at a
rate of up to 10%. Similarly, any gain recognized by such non-PRC shareholders or ADS holders on the sale of shares
or ADSs, as applicable, may also be subject to PRC withholding tax. If we are required under the Enterprise Income
Tax Law to withhold PRC income tax on our dividends payable to our non-PRC enterprise shareholders and ADS
holders, or on gains recognized by such non-PRC shareholders or ADS holders, such investors investment in our
Class A ordinary shares or ADSs may be materially and adversely affected.

The enforcement of the PRC Labor Contract Law and other labor-related regulations in the PRC may adversely
affect our business and our results of operations.

The PRC Labor Contract Law became effective and was implemented on January 1, 2008 as amended on

December 28, 2012 and effective as of July 1, 2013. It has reinforced the protection of employees who, under the PRC
Labor Contract Law, have the right, among others, to have written labor contracts, to enter into labor contracts with no
fixed terms under certain circumstances, to receive overtime wages and to terminate or alter terms in labor contracts.
According to the PRC Social Insurance Law, which became effective on July 1, 2011, and the Administrative
Regulations on the Housing Funds, employees are required to participate in pension insurance, work-related injury
insurance, medical insurance, unemployment insurance, maternity insurance and housing funds, and the employers
must pay all or a portion of the social insurance premiums and housing funds for such employees.

As aresult of these laws and regulations designed to enhance labor protection, we expect our labor costs will increase.
In addition, as the interpretation and implementation of these new laws and regulations are still evolving, our
employment practice may not at all times be deemed in compliance with the new laws and regulations. If we are
subject to severe penalties or incur significant liabilities in connection with labor disputes or investigations, our
business and results of operations may be adversely affected.

The Public Company Accounting Oversight Board is not permitted to inspect independent registered public
accounting firms operating in China, including our auditor, and as such, investors may be deprived of the benefits
of such inspection.

Our independent registered public accounting firm, as an auditor of companies that are traded publicly in the United
States and a firm registered with the Public Company Accounting Oversight Board (United States), or PCAOB, is
required by the laws of the United States to undergo regular inspections by PCAOB to assess its compliance with the
laws of the United States and professional standards. Because our independent registered public accounting firm is
located in China, a jurisdiction where PCAOB is currently unable to conduct inspections without receiving the
required approval from the PRC authorities, our independent registered public accounting firm, like other independent
registered public accounting firms operating in China, is currently not inspected by PCAOB. Inspections of other
firms that PCAOB has conducted outside of China have identified deficiencies in those firms audit procedures and
quality control procedures, which may be addressed as part of the inspection process to improve future audit quality.
Since PCAOB cannot conduct inspections of independent registered public accounting firms operating in China
without receiving the required approval from the PRC authorities, it is more difficult to evaluate the effectiveness of
our independent registered public accounting firm s audit or quality control procedures. As a result, investors may be
deprived of the benefits of PCAOB inspections.

Proceedings instituted by the SEC against certain PRC-based accounting firms, including our independent

registered public accounting firm, could result in financial statements being determined to be not in compliance
with the requirements of the Exchange Act.
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In December 2012, the SEC brought administrative proceedings against five accounting firms in China, including our
independent registered public accounting firm, alleging that they had refused to produce audit work papers and other
documents related to certain other China-based companies under investigation by the SEC. On January 22, 2014, an
initial administrative law decision was issued, censuring these accounting firms and suspending four of these firms
from practicing before the SEC for a period of six months. The decision is neither final nor legally effective unless
and until reviewed and approved by the SEC. On February 12, 2014, four of these PRC-based accounting firms
appealed to the SEC against this decision. In February 2015, each of the four PRC-based accounting firms agreed to a
censure and to pay a fine to the SEC to settle the dispute and avoid suspension of their ability to practice before the
SEC. The firms ability to continue to serve all their respective clients is not affected by the settlement. The settlement
requires the firms to follow detailed procedures to seek to provide the SEC with access to Chinese firms audit
documents via the CSRC. If the firms do not follow these procedures, the SEC could impose penalties such as
suspensions, or it could restart the administrative proceedings. The settlement did not require the firms to admit to any
violation of law and preserves the firms legal defenses in the event the administrative proceeding is restarted.
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In the event that the SEC restarts the administrative proceedings, depending upon the final outcome, listed companies
in the United States with major PRC operations may find it difficult or impossible to retain auditors in respect of their
operations in the PRC, which could result in financial statements being determined to not be in compliance with the
requirements of the Exchange Act, including possible delisting. Moreover, any negative news about the proceedings
against these audit firms may cause investor uncertainty regarding China-based, United States-listed companies and
the market price of our ADSs may be adversely affected.

If our independent registered public accounting firm was denied, even temporarily, the ability to practice before the
SEC and we were unable to timely find another registered public accounting firm to audit and issue an opinion on our
financial statements, our financial statements could be determined not to be in compliance with the requirements of
the Exchange Act. Such a determination could ultimately lead to the delay or abandonment of this offering, delisting
of our ordinary shares from the NYSE or deregistration from the SEC, or both, which would substantially reduce or
effectively terminate the trading of our ADSs in the United States.

Risks Related to our ADSs

The market price for our ADSs has fluctuated and may be volatile.

The daily closing trading prices for our ADSs ranged from US$28.42 to US$55.02 in 2015. The trading price for our
ADSs may continue to fluctuate in response to factors including, without limitation, the following:

regulatory developments in our target markets affecting us, our advertisers or our competitors;

announcements of studies and reports relating to the quality of our services or those of our competitors;

changes in the economic performance or market valuations of other companies that provide online
automotive advertising services;

actual or anticipated fluctuations in our quarterly results of operations and changes or revisions to our
expected results;

changes in financial estimates by securities research analysts;

conditions in the online automotive advertising industry;

conditions in the online retail industry;

announcements by us or our competitors of new solutions, acquisitions, strategic relationships, joint ventures

or capital commitments;
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additions to or departures of our senior management;

fluctuations of exchange rates between the RMB and the U.S. dollar;

release or expiry of lock-up or other transfer restrictions on our outstanding Class A ordinary shares or
ADSs;

sales or perceived potential sales of additional Class A ordinary shares or ADSs; and

pending or potential litigation or administrative investigation.
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In addition, the securities market has from time to time experienced significant price and volume fluctuations that are
not related to the operating performance of any particular company. These market fluctuations may also have a
material adverse effect on the market price of our ADSs.

If securities or industry analysts do not publish research or publish inaccurate or unfavorable research about our
business, the market price for our ADSs and trading volume could decline.

The trading market for our ADSs will depend in part on the research and reports that securities or industry analysts
publish about us or our business. If we do not establish and maintain adequate research coverage or if one or more of
the analysts who covers us downgrades our ADSs or publishes inaccurate or unfavorable research about our business,
the market price for our ADSs would likely decline. If one or more of these analysts ceases coverage of our company
or fails to publish reports on us regularly, we could lose visibility in the financial markets, which, in turn, could cause
the market price or trading volume for our ADSs to decline.

Because we do not expect to pay dividends in the foreseeable future, you must rely on price appreciation of our
ADSs for return on your investment.

We currently intend to retain most, if not all, of our available funds and any future earnings to fund the development
and growth of our business. As a result, we do not expect to pay any cash dividends in the foreseeable future.
Therefore, you should not rely on an investment in our ADSs as a source of any future dividend income.

Subject to certain exceptions, our board of directors has complete discretion as to whether to distribute dividends.
Even if our board of directors decides to declare and pay dividends, the timing, amount and form of future dividends,
if any, will depend on, among other things, our future results of operations and cash flow, our capital requirements and
surplus, the amount of distributions, if any, received by us from our subsidiaries, our financial condition, contractual
restrictions and other factors deemed relevant by our board of directors. Accordingly, the return on your investment in
our ADSs will likely depend entirely upon any future price appreciation of our ADSs. There is no guarantee that our
ADSs will appreciate in value or even maintain the price at which you purchased the ADSs. You may not realize a
return on your investment in our ADSs and you may even lose your entire investment in our ADSs.

Substantial future sales or perceived potential sales of our ADSs in the public market could cause the price of our
ADSs to decline.

Sales of our ADSs in the public market, or the perception that these sales could occur, could cause the market price of
our ADSs to decline. All ADSs sold in our equity offerings will be freely transferable without restriction or additional
registration under the Securities Act. In addition, certain holders of our ordinary shares have the right to cause us to
register under the Securities Act the sale of their shares. Registration of these shares under the Securities Act would
result in ADSs representing these shares becoming freely tradable without restriction under the Securities Act. Sales
of these registered shares, in the form of ADSs, in the public market could cause the price of our ADSs to decline.
Such sales also might make it more difficult for us to sell equity or equity-related securities in the future at a time and
price that we deem appropriate. In addition, if we pay for our future acquisitions in whole or in part with additionally
issued ordinary shares, your ownership interests in our company would be diluted and this, in turn, could have a
material and adverse effect on the price of our ADSs.

Our dual-class share structure will limit your ability to influence corporate matters and could discourage others

Jfrom pursuing any change of control transactions that holders of our Class A ordinary shares and ADSs may view
as beneficial.
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Our ordinary shares are divided into Class A ordinary shares and Class B ordinary shares. Holders of Class A and
Class B ordinary shares have the same rights, including dividend rights, except for conversion and voting rights. Each
Class B ordinary share may be converted into one Class A ordinary share by its holder at any time, while Class A
ordinary shares cannot be converted into Class B ordinary shares under any circumstances. Each Class A ordinary
share is entitled to one vote. When the total number of ordinary shares held by Telstra Holdings Pty Limited and/or its
affiliates, or the Telstra Shareholder, constitutes no less than 51% of all of our issued and outstanding ordinary shares,
each Class B ordinary share is entitled to one vote; when the total number of ordinary shares held by the Telstra
Shareholder, drops below 51% but is no less than 39.3% of all of our issued and outstanding ordinary shares, each
Class B ordinary share will carry such number of votes that would result in the total number of ordinary shares held by
the Telstra Shareholder carrying, in the aggregate, 51% of the voting rights represented by all of our issued and
outstanding ordinary shares; when the total number of ordinary shares held by the Telstra Shareholder drops below
39.3% of all of our issued and outstanding ordinary shares, all Class B ordinary shares will be automatically converted
into the same number of Class A ordinary shares. As of February 29, 2016, Telstra beneficially owned 61,824,328
Class B ordinary shares, representing 54.6% of all of our issued and outstanding ordinary shares and 54.6% of our
aggregate voting rights. This concentrated control will limit your ability to influence corporate matters and could
discourage others from pursuing any potential merger, takeover or other change of control transactions that holders of
Class A ordinary shares and ADSs may view as beneficial.
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You may not have the same voting rights as the holders of our Class A ordinary shares and may not receive voting
materials in time to be able to exercise your right to vote.

Except as described in this annual report and in the deposit agreement, holders of our ADSs will not be able to
exercise voting rights attaching to the Class A ordinary shares represented by our ADSs on an individual basis.
Holders of our ADSs will appoint the depositary or its nominee as their representative to exercise the voting rights
attaching to the Class A ordinary shares represented by the ADSs. Upon receipt of your voting instructions, the
depositary will vote the underlying ordinary shares in accordance with these instructions.

Pursuant to our fourth amended and restated memorandum and articles of association, we may convene a shareholders
meeting upon ten calendar days notice. If we give timely notice to the depositary under the terms of the deposit
agreement (30 business days notice), the depositary will notify you of the upcoming vote and arrange to deliver our
voting materials to you. We cannot assure you that you will receive the voting materials in time to instruct the
depositary to vote the Class A ordinary shares underlying your ADSs, and it is possible that you, or persons who hold
their ADSs through brokers, dealers or other third parties, will not have the opportunity to exercise a right to vote. In
addition, the depositary and its agents are not responsible for failing to carry out voting instructions or for the manner
of carrying out voting instructions. This means that you may not be able to exercise your right to vote and there may
be nothing you can do if the Class A ordinary shares underlying your ADSs are not voted as you requested. In
addition, although you may directly exercise your right to vote by withdrawing the Class A ordinary shares underlying
your ADSs, you may not receive sufficient advance notice of an upcoming shareholders meeting to withdraw the
Class A ordinary shares underlying your ADSs to allow you to vote with respect to any specific matter.

Your right to participate in any future rights offerings may be limited, which may cause dilution to your holdings,
and you may not receive cash dividends if it is illegal or impractical to make them available to you.

We may from time to time distribute rights to our shareholders, including rights to acquire our securities. However,
we cannot make rights available to you in the United States unless we register both the rights and the securities to
which the rights relate under the Securities Act or an exemption from the registration requirements is available. Under
the deposit agreement, the depositary will not make rights available to you unless both the rights and the underlying
securities to be distributed to ADS holders are either registered under the Securities Act or exempt from registration
under the Securities Act. We are under no obligation to file a registration statement with respect to any such rights or
securities or to endeavor to cause such a registration statement to be declared effective and we may not be able to
establish a necessary exemption from registration under the Securities Act. Accordingly, you may be unable to
participate in our rights offerings and may experience dilution in your holdings.

The depositary of our ADSs has agreed to pay to you the cash dividends or other distributions it or the custodian
receives on Class A ordinary shares or other deposited securities after deducting its fees and expenses. You will
receive these distributions in proportion to the number of Class A ordinary shares your ADSs represent. However, the
depositary is not responsible if it decides that it is inequitable or impractical to make a distribution available to any
holders of ADSs. For example, the depositary may determine that it is not feasible to distribute certain property
through the mail. Additionally, the value of certain distributions may be less than the cost of mailing them. In those
cases, the depositary may determine not to distribute such property. We have no obligation to register under U.S.
securities laws any ADSs, ordinary shares, rights or other securities received through such distributions. We also have
no obligation to take any other action to permit the distribution of ADSs, ordinary shares, rights or anything else to
holders of ADSs. This means that you may not receive the distribution we make on our Class A ordinary shares or any
value for them if it is illegal or impractical for us to make them available to you. These restrictions may have a
material adverse effect on the value of your ADSs.
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You may be subject to limitations on the transfer of your ADSs.

Your ADSs are transferable on the books of the depositary. However, the depositary may close its transfer books at
any time or from time to time when it deems expedient in connection with the performance of its duties. In addition,
the depositary may refuse to deliver, transfer or register transfers of ADSs generally when our books or the books of
the depositary are closed, or at any time if we or the depositary deems it advisable to do so because of any requirement
of law or of any government or governmental body, or under any provision of the deposit agreement, or for any other
reason in accordance with the terms of the deposit agreement.

You may face difficulties in protecting your interests, and your ability to protect your rights through the U.S.
federal courts may be limited because we are incorporated under Cayman Islands law, we conduct substantially all
of our operations in China and substantially all of our directors and officers reside outside the United States.

We are incorporated in the Cayman Islands and conduct substantially all of our operations in China through our PRC
subsidiaries and VIEs. Most of our directors and officers reside outside the United States and a substantial portion of
the assets of such directors and officers are located outside of the United States. As a result, it may be difficult or
impossible for you to bring an action against us or against these individuals in the Cayman Islands or in China in the
event that you believe that your rights have been infringed under the securities laws or otherwise. Even if you are
successful in bringing an action of this kind, the laws of the Cayman Islands and of China may render you unable to
enforce a judgment against our assets or the assets of our directors and officers. There is no statutory recognition in
the Cayman Islands of judgments obtained in the United States, although the courts of the Cayman Islands will
generally recognize and enforce a non-penal judgment of a foreign court of competent jurisdiction without retrial on
the merits.

Our corporate affairs are governed by our memorandum and articles of association, as amended and restated from time
to time, and by the Companies Law and common law of the Cayman Islands. The rights of shareholders to take legal
action against us and our directors, actions by minority shareholders and the fiduciary responsibilities of our directors
are to a large extent governed by the common law of the Cayman Islands. The common law of the Cayman Islands is
derived in part from comparatively limited judicial precedent in the Cayman Islands as well as from English common
law, which provides persuasive, but not binding, authority. The rights of our shareholders and the fiduciary
responsibilities of our directors under Cayman Islands law are not as clearly established as they would be under
statutes or judicial precedents in the United States. In particular, the Cayman Islands has a less developed body of
securities laws than the United States and provides significantly less protection to investors. In addition, Cayman
Islands companies may not have standing to initiate a shareholder derivative action in U.S. federal courts.

As a result, our public shareholders may have more difficulty in protecting their interests through actions against us,
our management, our directors or our major shareholders than would shareholders of a corporation incorporated in a
jurisdiction in the United States.

Our memorandum and articles of association contain anti-takeover provisions that could adversely affect the rights
of holders of our Class A ordinary shares and ADSs.

Our fourth amended and restated memorandum and articles of association contain certain provisions that could limit
the ability of others to acquire control of our company, including a provision that grants authority to our board of
directors to establish from time to time one or more series of preferred shares without action by our shareholders and
to determine, with respect to any series of preferred shares, the terms and rights of that series. Preferred shares could
be issued quickly with terms calculated to delay or prevent a change in control of our company or make removal of
management more difficult. If our board of directors decides to issue preferred shares, the price of our ADSs may fall
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and the voting and other rights of the holders of our Class A ordinary shares and ADSs may be materially adversely
affected. These provisions could have the effect of depriving our shareholders of the opportunity to sell their shares at
a premium over the prevailing market price by discouraging third parties from seeking to obtain control of our
company in a tender offer or similar transaction.
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We are a foreign private issuer within the meaning of the rules under the Exchange Act, and as such we are
exempt from certain provisions applicable to U.S. domestic public companies.

Because we qualify as a foreign private issuer under the Securities Exchange Act of 1934, as amended, or the
Exchange Act, we are exempt from certain provisions of the securities rules and regulations in the United States that
are applicable to U.S. domestic issuers, including:

the rules under the Exchange Act requiring the filing with the SEC of quarterly reports on Form 10-Q or
current reports on Form §-K;

the sections of the Exchange Act regulating the solicitation of proxies, consents, or authorizations in respect
of a security registered under the Exchange Act;

the sections of the Exchange Act requiring insiders to file public reports of their stock ownership and trading
activities and liability for insiders who profit from trades made in a short period of time; and

the selective disclosure rules by issuers of material nonpublic information under Regulation FD.
We are required to file an annual report on Form 20-F within four months of the end of each fiscal year. We intend to
publish our results on a quarterly basis as press releases, distributed pursuant to the rules and regulations of the NYSE.
Press releases relating to financial results and material events will also be furnished to the SEC on Form 6-K.
However, the information we are required to file with or furnish to the SEC will be less extensive and less frequent
compared to that required to be filed with the SEC by U.S. domestic issuers. As a result, you may not be afforded the
same protections or information, which would be made available to you, were you investing in a United States
domestic issuer.

We may be classified as a passive foreign investment company for United States federal income tax purposes,
which could subject United States investors in the ADSs or Class A ordinary shares to significant adverse tax
consequences.

Under United States federal income tax law, we will be classified as a passive foreign investment company ( PFIC ) for
any taxable year if either (i) at least 75% of our gross income for the taxable year is passive income or (ii) at least 50%
of the value of our assets (based on the average quarterly value of our assets during the taxable year) is attributable to
assets that produce or are held for the production of passive income (the asset test ). Although the law in this regard is
not entirely clear, we treat our VIEs as being owned by us for United States federal income tax purposes because we
control their management decisions and are entitled to substantially all of the economic benefits associated with such
entities, and, as a result, we consolidate their results of operations in our consolidated U.S. GAAP financial

statements. Assuming we are the owner of our VIEs for U.S. federal income tax purposes and based on our current
income and assets, including goodwill and unbooked intangibles, we do not believe that we were a PFIC for the

taxable year ended December 31, 2015 and do not anticipate becoming a PFIC in future taxable years.

While we do not believe that we were a PFIC for the taxable year ended December 31, 2015 and do not anticipate
becoming a PFIC in the foreseeable future, no assurance can be given in this regard because the determination of

whether we will be or become a PFIC is a fact-intensive inquiry made on an annual basis that depends, in part, on the
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composition of our income and assets. Fluctuations in the market price of our ADSs may cause us to become a PFIC
for the current or subsequent taxable years because the value of assets for the purpose of the asset test may be
determined by reference to the market price of our ADSs from time to time (which may be volatile). The composition
of our income and assets may also be affected by how, and how quickly, we use our liquid assets. Under
circumstances where our revenue from activities that produce passive income significantly increase relative to our
revenue from activities that produce non-passive income, or where we determine not to deploy significant amounts of
cash for active purposes, our risk of becoming classified as a PFIC may substantially increase. In addition, because
there are uncertainties in the application of the relevant rules, it is possible that the Internal Revenue Service may
challenge our classification of certain income and assets as non-passive or our valuation of our tangible and intangible
assets, each of which may result in our becoming a PFIC for the current or subsequent taxable years.
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If we were to be or become a PFIC, a U.S. Holder (as defined in Item 10. Additional Information E. Taxation United
States Federal Income Tax Considerations General ) may incur significantly increased United States income tax on
gains recognized on the sale or other disposition of the ADSs or Class A ordinary shares and on the receipt of
distributions on the ADSs or Class A ordinary shares to the extent such gain or distribution is treated as an excess
distribution under United States federal income tax rules. Further, if we were a PFIC for any year during which a U.S.
Holder held our ADSs or Class A ordinary shares, we generally would continue to be treated as a PFIC as to such U.S.
Holder for all succeeding years during which such U.S. Holder held our ADSs or Class A ordinary shares.

Alternatively, U.S. Holders of PFIC shares can sometimes avoid the rules described above by making certain

elections, including a mark-to-market election or electing to treat a PFIC as a qualified electing fund. However, U.S.
Holders will not be able to make an election to treat us as a qualified electing fund because, even if we were to be or
become a PFIC, we do not intend to comply with the requirements necessary to permit U.S. Holders to make such
election. Each U.S. Holder is urged to consult its tax advisor concerning the United States federal income tax
consequences of owning and disposing of ADSs or Class A ordinary shares if we are or become a PFIC. For more
information, see Item 10. Additional Information E. Taxation United States Federal Income Tax Considerations Passive
Foreign Investment Company Rules.

We incur increased costs as a result of being a public company.

We are a public company and expect to incur significant accounting, legal and other expenses that we did not incur as
a private company. The Sarbanes-Oxley Act, including Section 404 therein relating to internal control over financial
reporting, as well as rules subsequently implemented by the SEC and the NYSE, have detailed requirements
concerning corporate governance practices of public companies. We expect these rules and regulations applicable to
public companies to increase our accounting, legal and financial compliance costs and to make certain corporate
activities more time-consuming and costly. Our management is required to devote substantial time and attention to our
public company reporting obligations and other compliance matters. We evaluate and monitor developments with
respect to these rules and regulations, and we cannot predict or estimate the amount of additional costs we may incur
or the timing of such costs. Our reporting and other compliance obligations as a public company may place a
significant strain on our management, operational and financial resources and systems for the foreseeable future.

In the past, shareholders of a public company often brought securities class action suits against the company following
periods of instability in the market price of that company s securities. If we were involved in a class action suit, it
could divert a significant amount of our management s attention and other resources from our business and operations,
which could harm our results of operations and require us to incur significant expenses to defend the suit. Any such
class action suit, whether or not successful, could harm our reputation and restrict our ability to raise capital in the
future. In addition, if a claim is successfully made against us, we may be required to pay significant damages, which
could have a material adverse effect on our financial condition and results of operations.

ITEM 4. INFORMATION ON THE COMPANY

A. History and Development of the Company
Autohome Inc. was incorporated under the laws of the Cayman Islands under its former name, Sequel Limited, in June

2008 and adopted its current name in October 2011. Shortly after its inception, in June 2008, Autohome acquired all
of the equity interests of the following entities:
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Cheerbright International Holdings Limited, or Cheerbright, a British Virgin Islands company that operates
autohome.com.cn, which was launched in 2005;

Norstar Advertising Media Holdings Limited, or Norstar, a Cayman Islands Company that, among other
businesses, operated chel68.com, which was launched in 2004; and

China Topside Limited, or China Topside, a British Virgin Islands company.
Our largest shareholder is Telstra Holdings, a wholly owned subsidiary of Telstra Corporation Limited, the leading
diversified telecommunications company in Australia and a Fortune Global 500 company.
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To sharpen our business focus on the automotive industry, we completed a corporate reorganization in 2011 by
spinning off our then subsidiaries that were not involved in our core business. In March 2011, we completed the
transfer of the chel68.com business from Norstar to Cheerbright. In June 2011, in connection with our strategy to
focus on serving the automotive industry in China, we contributed our entire equity interests in Norstar and China
Topside, which serve the information technology industry, to Sequel Media, our subsidiary in the Cayman Islands. We
then immediately distributed shares of Sequel Media to our shareholders. Since the spin-off, we have focused on
serving the automotive industry in China through our autohome.com.cn and chel68.com websites.

On March 16, 2012, we established a new wholly owned subsidiary, Autohome HK, in Hong Kong. Autohome HK
has no material business operation as of the date of this annual report.

In October 2013, Autohome HK acquired Prbrownies Marketing Limited, a Hong Kong advertising and marketing
company, which we renamed Autohome Media Limited, or Autohome Media, in March 2014. Autohome Media has
engaged in the advertising business outside the PRC for more than three years, and is therefore qualified to directly
invest in a PRC company providing advertising services in accordance with PRC law. Autohome Media has
established subsidiaries in Beijing, Shanghai, Guangzhou and Tianjin. We have migrated our advertising business
from Guangzhou Advertising, Shanghai Advertising, Beijing Shengtuo Autohome Advertising Co., Ltd., or Autohome
Advertising, Beijing Shengtuo Chengshi Advertising Co., Ltd., or Chengshi Advertising, to the subsidiaries of
Autohome Media in 2015.

In December 2013, we completed our initial public offering of 8,993,000 ADSs, representing 8,993,000 Class A
ordinary shares, and our ADSs were listed on the NYSE under the symbol ATHM.

In November 2014, we completed a public offering, or the 2014 Offering, in which we offered and sold 2,424,801
ADSs, and our selling shareholders sold 7,220,858 ADSs, representing 2,424,801 Class A ordinary shares and
7,220,858 Class A ordinary shares, respectively.

In January 2015, we established Beijing Autohome Used Car Appraisal Co., Ltd. in Beijing to conduct used car
appraisal business. In May 2015, we established a new wholly owned subsidiary, Beijing Chezhiying Technology Co.,
Ltd., in Beijing, China. In June 2015, we established Beijing Autohome Used Car Brokerage Co., Ltd. in Beijing,
China to conduct used car brokerage business. In December 2015, we established a new wholly owned subsidiary,
Beijing Chezhiying Software Co., Ltd. in Beijing, China.

In February 2015, we established Autohome E-commerce Hong Kong Limited and Autohome Link Hong Kong
Limited in Hong Kong and in April 2015, we established Autohome Financing Hong Kong Limited in Hong Kong.
These three subsidiaries have no business operation as of the date of this annual report.

In June 2015, we established a strategic joint venture with HappiGo Home Shopping Co, a leading TV shopping
business in China, to build a full-service auto sales platform. We invested RMB49 million into the joint venture,
accounting for 49% of the shareholding.

In July 2015, Autohome Information, Shengtuo Hongyuan and Autohome WFOE entered into a termination
agreement, pursuant to which the parties terminated the contractual agreements among themselves and Autohome
Information transferred all of its equity interest in Shengtuo Hongyuan to James Zhi Qin and Zheng Fan. In July 2015,
Chezhiying WFOE, Shengtuo Hongyuan and each of its subsidiaries, and James Zhi Qin and Zheng Fan entered into
contractual agreements.
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In September 2015, we established a joint venture, the Financing JV, with Beijing Chehejia Information Technology
Co., Ltd and two companies unaffiliated with us. Xiang Li, our director, is the founder of Beijing Chehejia
Information Technology Co., Ltd. We invested a full payment of RMB75 million into the Financing JV for a 25%
equity interest of the Financing JV. The Financing JV is expected to provide auto financing to car buyers and facilitate
the transaction process.

Our principal executive offices are located at 10th Floor Tower B, CEC Plaza, 3 Dan Ling Street, Haidian District,
Beijing 100080, the People s Republic of China. Our telephone number at this address is +86 (10) 5985 7001. Our
registered office in the Cayman Islands is located at the office of Codan Trust Company (Cayman) Limited, Cricket
Square, Hutchins Drive, P.O. Box 2681, Grand Cayman KY1-1111, Cayman Islands. Our agent for service of process
in the United States is Law Debenture Corporate Services Inc., 400 Madison Avenue, 4th Floor, New York, New
York 10017.
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See Item 5. Operating and Financial Review and Prospects B. Liquidity and Capital Resources Capital Expenditures
a discussion of our capital expenditures and divestitures.

B. Business Overview
Overview

We are the leading online destination for automobile consumers in China. Through our two websites,
autohome.com.cn and chel68.com, and our mobile applications, we deliver comprehensive, independent and
interactive content to automobile buyers and owners. The number of our average daily unique users who access our
websites via mobile devices and the number of average daily unique users of our mobile applications amounted to
approximately 7.7 million and 6.1 million, respectively, in December 2015. We have developed a strong and
well-recognized brand. Our ( Autohome ) brand has been the most searched automotive-related keyword during
substantially the entire period since July 2011 on Baidu.com, the leading Chinese language internet search engine.

Our ability to reach a large and engaged user base of automobile consumers has made us a preferred platform for
automakers and automobile dealers to conduct their advertising campaigns. We generate a majority of our revenues
from online advertising services and dealer subscription services. We have a high penetration rate in the automaker
market, with 75, 85 and 87 automakers operating in China having advertised on our websites in each of 2013, 2014
and 20135, respectively. In addition, a large and rapidly growing number of dealers are purchasing our advertising
services and subscription services, through which they showcase and market their inventories on our websites.

We believe our focus on user experience, innovation and high-quality content distinguishes us from our competitors
and is the foundation for our long-term success.

Our professionally produced and user generated content, comprehensive automobile library and extensive automobile
listing information have attracted a large and engaged user base. This, in turn, represents a highly relevant audience
that is receptive to automotive advertising. We believe that this user base, together with our nationwide advertising
platform, targeted advertising solutions and value-added services, has led to our rapid growth and has laid the
foundation for our continuing success in our core advertising and dealer subscription business.

We develop our business model and technology platforms to provide services for the complete consumer automobile
ownership life cycle. We have built an online automotive media and transaction platform that captures critical stages
of the sales funnel, starting from product awareness, to purchase desire initiation and sales leads generation. We
further developed our transaction business which include direct vehicle sales and commission-based services
facilitating transactions through our transaction platform. For instance, in June 2014 we launched Autohome Mall, an
online transaction platform that we believe will allow us to be a transaction service provider as we develop our
transaction business.

We have experienced significant revenue growth while maintaining profitability. Our net revenues increased from
RMB1,216.5 million in 2013 to RMB2,132.9 million in 2014 and RMB3,464.0 million (US$534.7 million) in 2015,
representing a CAGR of 68.7%. Our net income increased from RMB456.2 million in 2013 to RMB748.7 million in
2014 and RMB990.6 million (US$152.9 million) in 2015, representing a CAGR of 47.4%.

Our Business Model and Technology Platforms
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We are the leading online destination for automobile consumers in China. Over the past several years, we have
developed the largest and most active online community of automobile consumers in China. We serve three distinct
groups: our large and engaged user base of our websites and mobile applications, automobile consumers on our
transaction platform and customers for our advertising business and subscription business that include automakers,
dealers and other auto-related products and service providers. Our business model and technology platforms seek to

effectively link each stage of our users automobile ownership life cycle with the corresponding stage of our customers
sales cycle.
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We have built an online automotive media and transaction platform that capture critical stages of the sales funnel,
starting from product awareness, to purchase desire initiation and to sales leads generation. We are further developing
our business model to also include the generation of actual sales. To initiate product awareness and purchase desire,
we utilize our comprehensive, independent and interactive content through our websites that are accessible through
PCs and mobile devices and on our mobile applications to create strong user traffic and user engagement and
stickiness. As our user traffic grows, we focus on generating sales leads through engaging our users with our
promotional activities, including our dealer yellow page business which consists of dealer advertising services and
dealer subscription services. We also launched several promotional initiatives such as Group Buy initiative to leverage
our broad user base in our online social community and convert them into higher quality leads for our dealers. Finally
we provide a transaction platform for automobile buyers to purchase new vehicles directly from the automakers or
used vehicles from sellers on our platform. In June 2014, we launched Autohome Mall, an online transaction platform.
Autohome Mall is a one-stop platform for users to review automotive-related information, purchase coupons offered
by automakers or dealers for discounts and make purchases to complete the transaction. We developed a used
automobile listing platform underlying our dedicated used car website che168.com, which targets the automobile
replacement stage by allowing both used automobile dealers and individuals to list their used automobiles on our
websites. We have completed or facilitated successful new and used vehicle transactions on our platform through
various sales initiatives and other promotional campaigns. In 2014 and 2015, we conducted several online marketing
events on Autohome Mall or offline promotion campaigns with our partners, such as the Group Buy initiative, Singles
Day and Double 12 campaigns which generated quality sales leads for our dealer customers or our transaction
business. In addition, we have been leveraging our comprehensive platform to capture additional revenue
opportunities in connection with the remaining stages of the automobile ownership life cycle.

Our Services for Automobile Consumers

Our service offerings for users mainly include our high performance websites and mobile applications, our
professional and user generated content and our interactive online community.

Our Websites

Our user-centric approach has successfully attracted the largest user base of automobile consumers in China to our
websites. According to the iResearch Public Data, autohome.com.cn had an average of 8.0 million unique visitors per
day in 2015, more than any of our competitors and also maintained a moderate growth rate of 7% compared with
2014. On average, our users spent approximately 16.5 minutes per day on autohome.com.cn, approximately 2.5 times
that of our closest competitor. Our users are significantly more affluent, well-educated and active than the general
internet users in China. The average monthly personal income of our users was RMB9,313 according to a survey
conducted by a third-party research firm in October 2015, or the User Survey, which is higher than the average
monthly personal income of general internet users according to the 37th survey report issued by CNNIC in January
2016. Approximately 86% of our users held post-secondary degrees and above, according to the User Survey,
compared to 20% for the general internet users in China, according to the 37th survey report issued by the CNNIC in
January 2016. The average age of our users was 30 and almost were male, according to the User Survey. Our
autohome.com.cn website targets a wide spectrum of automobile consumers with a focus on new automobiles. To
capitalize on the growing used automobile market in China, we redesigned our chel68.com website, which in the past
had features and user base similar to our autohome.com.cn website, to focus on used automobiles. The re-designed
chel68.com website was launched in October 2011. We have started to conduct our used car business via our
chel68.com, such as our jiajiahaoche platform.

Most of the content on our websites is tagged by vehicle models to facilitate easy user access. We have developed and
are continuing to improve our user intelligence engine to analyze user browsing behavior and prioritize content that
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the user is likely to find relevant and interesting. A user who searches for or navigates to a page for a specific vehicle
model will be provided with links to relevant content such as vehicle specifications, photos and video clips, reviews,
competing vehicle models, and listing and promotional information from local dealers. Users can easily compare
competing vehicle models and brands for price and specifications to make informed purchase decisions. In addition,
these user behavior data are summarized and analyzed on a regular basis to improve user experience and provide
consumer intelligence to our advertisers.
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To provide a superior experience to our users, we label sponsored content clearly to maintain objectivity. We do not
allow our advertisers to have any influence over our content rankings, such as our Most-Viewed Models, which are
generated solely from data relating to the number of times users navigate to the relevant pages. We do not use
distracting pop-up advertisements which may adversely affect user experience.

Our Mobile Website and Applications

Our content can be accessed on our websites through PCs and mobile devices and on our mobile applications. We
have made significant efforts in recent years to optimize the mobile version of our websites to display our content and
develop new mobile applications to capture a greater number of users that access our services through mobile devices.
For example, the numbers of average daily unique users who access our websites via mobile devices amounted to

7.7 million in December 2015. We were among the earliest in our industry in China to introduce both iOS- and
Android-based applications to allow users to easily access our content. As of December 31, 2015, we had nine
10S-based applications and eight Android-based applications. Our mobile applications have generated significant user
interest. In 2015, our i0OS- and Android-based applications were downloaded approximately 84.2 million times, and
the number of average daily unique users of our mobile applications amounted to approximately 6.1 million in
December 2015. The combined number of average daily unique visitors for our mobile websites and mobile
applications in December 2015 grew about 79% year-over-year. Users can conveniently enjoy features available on
our websites from their mobile devices, such as reading articles, checking vehicle prices and model parameters,
viewing pictures, and participating in forum discussions. In addition, through our location-based services, our users
are able to obtain vehicle pricing information directly from their nearby dealers in approximately 330 cities in China.

Our Content

The foundation of our websites and mobile applications is a large amount of professionally produced content, a
comprehensive automobile library and extensive automobile listing and promotional information organized around
our automotive information database. In addition, our automotive information database includes a significant amount
of user generated content originating from our user forums.

Professionally produced content

Our professionally produced content is created by our dedicated editorial team and includes automobile-related

articles and reviews, pricing trends in various local markets, and photos and video clips. This content covers topics
throughout the automobile ownership life cycle, from automobile research, selection and purchase to ownership and
maintenance and to eventual replacement. Our review writers obtain first-hand experiences by test-driving many

newly released vehicle models provided by various automakers. Our editorial team at our Beijing headquarters and

sales offices located in 78 cities throughout China work closely with automakers, dealers and other industry

participants to create automobile related articles. Although automakers may provide us with sample vehicles to test

drive, we review all new automobiles independently, based upon our teams experience and from our users perspective.

We follow well-developed guidelines in creating and publishing professional content with attention to details, such as
the angles of photos, image sizes and the time between industry events and the relevant article publication. These
practices enable us to streamline our editorial process and quickly and efficiently make national and local content

available to our users, while ensuring that we maintain high quality standards and a consistent user experience.

Automobile library
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We have one of the most comprehensive automobile libraries within our industry in China with over 22,400 vehicle
model configurations and approximately 3.2 million photos as of December 31, 2015. We believe our automobile
library covers all passenger vehicle models released in China since 2005. It includes a broad range of specifications
covering performance levels, dimensions, powertrains, vehicle bodies, interiors, safety, entertainment systems and
other unique features, as well as automakers suggested retail prices. The scale of content in our automobile library,
which we believe would require significant time, expertise and expense to replicate, makes it a valuable tool for our
users in researching both new and used automobiles.
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Automobile listings

Our database also includes a large amount of new and used automobile listings and promotional information. With the
comprehensive and continuously updated listing information, users can conveniently search for up-to-date information
of vehicle models without having to visit each individual dealer at their local showrooms.

User forums and user generated content

Our platform hosts an open and vibrant community of automobile consumers, from first-time buyers to sophisticated
automobile enthusiasts. Our user community centers around our discussion forums, which are organized based on
vehicle models, cities and regions, and provides users an easy and intuitive way to access various topics of interest.
Registered users utilize our discussion forums to share a wide range of automotive experiences such as driving
experiences and usage and maintenance tips. Users also frequently provide reviews of automobiles or automotive
products and services, post questions and receive answers from fellow forum members. We continued to enhance user
engagement and participation in the content generation and delivery process. For example, we expanded our user
review platform by allowing users to add or modify their views and insights on a continuous basis.

We strive to ensure the credibility, appeal and usefulness of our forums by identifying verified automobile owners and
empowering selected registered users as forum moderators. Our verified automobile owners are registered users
whose vehicle ownership has been confirmed through various channels. Our forum moderators are generally active
registered users with significant forum post counts whom we have identified as being reputable automobile enthusiasts
within our online community.

Our registered users increased by more than 7.2 million in 2015 with 152.0 million additional pieces of user generated
content added to our user forums during 2015. As of December 31, 2015, we had over 19.6 million registered users
and 749.0 million cumulative posts in our user forums. As our user base has grown and our user engagement and
forum activity has increased, our database of user generated content has expanded, which in turn has attracted more
users. Furthermore, this feedback effect on our growing user base has also enhanced the effectiveness of our
advertisements and therefore the value of our advertising services, allowing us to attract more advertisers and increase
revenues from existing advertisers.

Our Adpvertising Services for Automakers and Automobile Dealers

Leveraging our large and rapidly growing user base and utilizing the user intelligence data we have collected, we
provide our advertisers with a broad range of advertising solutions and tools. Our advertisers are comprised primarily
of automakers and new automobile dealers. As millions of consumers visit our websites for automotive information,
we have become an increasingly important medium for automakers and automobile dealers to conduct their
advertising campaigns.

Automakers typically utilize our advertising services for brand promotion, new model releases and sales promotions.
We believe we are well-positioned to provide solutions to meet all of these needs. Our large and growing automobile
purchase- and ownership-oriented user base provides a broad reach for automakers marketing messages. Our
automotive content delivery and advertisement management platform allows us to segment our user base in a number
of different dimensions, including by users geographical location and specific automotive interests, and enables us to
place advertisements with targeted audiences likely to be receptive to particular advertising messages.

Leveraging our large user base and extensive forum posting data, we provide automakers with more reliable and
timely business insights than traditional customer surveys or other post-sales feedback channels. For instance, we
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analyze user posts in our forums to evaluate consumer response. In addition, we organize various types of offline
national or local events for our automaker and dealer customers through our online marketing campaigns and user
forum activities to complement our advertising services and dealer subscription services. For example, we help
automakers increase their brand awareness and execute sales promotions by organizing large-scale test driving
activities for specific vehicle models in multiple cities across China. Users can conveniently participate and interact
with automaker representatives through our forums.
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Our Dealer Subscription Services

Our dealer subscription services allow dealers to market their inventory and services through our websites, extending
the reach of their physical showrooms to potentially millions of internet users in China and generating sales leads for
them. Our dealer subscription services are delivered through our dealership information system on a fixed-fee basis,
typically for a period of one year. Through the web-based interface of our dealership information system, dealers can
create online showrooms hosted on our websites and upload and manage their automobile inventories, pricing and
promotional information. Potential automobile purchasers can interact with our dealer subscribers online or through
toll free numbers provided by us to inquire for more detailed information and schedule test drives. Our dealer
subscribers can track all the interactions with their customers originating from our websites, analyze the number of
sales leads and assess the effectiveness of their marketing activities.

We provide automobile consumers trend analysis services for our automaker and dealer customers that helps them
analyze data in specific geographic markets such as consumer purchasing behavior characteristics and their brand
strength in comparison to that of their competitors. We believe the consumer intelligence gathered from our large user
base reflects the current automotive market trends in China and provides excellent market insight to our automaker
and dealer customers. We continue to develop our dealer subscription services and plan to implement additional
services in the future, which we believe will allow us to reach additional dealers by enabling us to offer basic and
premium subscriptions at different price levels.

We also offer some basic functions of our dealer subscription services to automobile dealers for free. Registered
dealers can create their online showrooms and upload inventory and pricing information on our websites. However,
their listings have lower priority than those of our dealer subscribers when being displayed in response to users
inquiries and do not have the user interaction features. We believe that these free services allow more dealers to
understand and appreciate the benefits our subscription services may bring to them, which helps us convert them into
dealer subscribers.

Our Transaction Business
E-commerce platform for new vehicles

In June 2014, we launched Autohome Mall, an online transaction platform. Autohome Mall is a one-stop platform for
users to review automotive-related information, purchase coupons offered by automakers or dealers for discounts and
make purchases to complete the transaction. In 2015, we began to provide direct vehicle sales and commission-based
services facilitating transactions through our transaction platform. We have completed new vehicle transactions on our
platform through various sales initiatives and other promotional campaigns. In 2014 and 2015, we conducted several
online marketing events on Autohome Mall and offline promotion campaigns with our partners for our transaction
business. We also partnered with automakers to sell customized or exclusive models of selected vehicles on our
platform.

Used automobile listing & transactions services
We launched our used automobile listing platform in late 2009. Our used automobile listings services allow used
dealers and individuals to market their automobiles for sale on our websites. Our used automobile listing database has

been expanding rapidly. We had approximately 4.3 million used automobile listings in our database as of
December 31, 2015.
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In an effort to capitalize on the used automobile market as it matures, in October 2011, we redesigned our chel68.com
website as a platform dedicated to used automobiles. The redesigned website features content, listings and interactive
functionality similar to our autohome.com.cn website, but focuses primarily on used automobiles. We also developed
a mobile application for our used automobile services. Since 2014, we continued to develop and enhance our used
automobile sales platform and began to provide advertising services, dealer subscription services and C2C
transactions in selected cities.

The used automobile market still remains at a nascent stage of development and the revenue generated from our used
automobile listing and transaction services was not significant for the year ended December 31, 2015.
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Our Adpvertisers and Dealer Subscribers

The vast majority of our current end-customers for our advertising business and subscription business are automakers
or new dealers. In each of 2013, 2014 and 2015, 75, 85 and 87 automakers in China, which includes independent
Chinese automakers, joint ventures between Chinese and international automakers and international automakers that
sell their cars made outside of China, purchased online advertisements from us. Our top five advertisers, all of whom
were automakers, contributed 15.0%, 9.8% and 11.1% of our total net revenues in 2013, 2014 and 2015, respectively.
No single automaker contributed more than 10% of our net revenues in 2013, 2014 and 2015. In addition, a large
number of dealers utilize our online advertising services to improve their brand awareness, promote their inventories
and generate sales leads. We also offer dealer subscription services to enable dealers to establish and maintain online
showrooms of automobiles with pricing and promotional information on autohome.com.cn.

As is customary in China, we sell our advertising services and solutions primarily through third-party advertising
agencies that represent the automakers and automobile dealers. Our top ten advertising agencies accounted for 44.0%,
38.7% and 39.2% of our total net revenues in 2013, 2014 and 2015, respectively. In 2013, 2014 and 2015, our largest
agency accounted for 6.7%, 5.9% and 6.9% of our total net revenues, respectively. We typically enter into individual
advertising agreements with the third-party advertising agencies. Depending on the type of advertiser and content, the
duration of an advertising agreement ranges from one to twelve months, with the majority being one to three months.

We typically require payment be made within 90 days after the delivery of our services, but for contracts that last for
three months or longer, installment payments are typically required. Our agreements with certain major advertising
agencies contain a most-favored price term provision, through which we undertake to provide the advertising agencies
with the best price we give to any other agencies or advertisers.

Although we sell our advertising services and solutions to third-party advertising agencies, we consider the
automakers and automobile dealers, who are the main decision makers as to whether to place advertisements on our
websites, to be our end-customers. As a result, our sales efforts focus primarily on automakers and automobile dealers.
However, through direct contact between our sales team, advertisers and advertising agencies, we are able to maintain
good relationships with existing advertisers and their advertising agencies, which in turn may identify and refer new
advertisers to us. See  Our Advertising Services for Automakers and Automobile Dealers.

Technology and Product Development

Our technologies and infrastructure are critical to our success. We follow a user-centric strategy for our system
architecture and have developed robust and scalable technology platforms with sufficient flexibility to support our
rapid growth.

A key component of our user-centric strategy is our user intelligence engine which we have developed and are
continually enhancing. Our user intelligence engine allows us to rapidly gather user intelligence by analyzing large
amounts of data from many sources throughout our content production system. We can utilize such user intelligence
data to personalize user interfaces, associate and understand the relationship of information from different sources and
facilitate interactions among users and various elements on our websites. It also helps us recommend suitable
products, services and user connections to our users. Through our user intelligence engine, we can engage our users
more closely by providing them with relevant content. We are also able to provide precision marketing services to our
automakers, dealers and other automotive-related customers so that they can deliver relevant advertisements to
targeted users who are more receptive to such marketing information.

We distribute our web content to numerous network nodes close to our users by utilizing the content delivery
networks, allowing most of our user communications to bypass internet congestion. With our technological expertise,
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we manage the content delivery networks to enhance our website responsiveness and improve user experience. As
such, we believe our websites have a performance advantage over other automotive websites.

We invested heavily in mobile technologies and were among the earliest in our industry in China to introduce a
mobile version of our websites and both Apple iOS- and Android-based applications to allow our users to easily
access our content. We have built up a team of 179 research and development personnel as of December 31, 2015, to
focus exclusively on the development of our mobile websites and applications and to explore new business models
and opportunities through mobile technology. We plan to continue to leverage our mobile technology to develop more
applications for Apple iOS and Android platforms focusing on convenience, real-time interaction and location based
services.
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We had an experienced product development team of 787 engineers as of December 31, 2015. Our past innovation has
focused on helping users research, select and purchase suitable vehicles through our websites. We plan to develop
additional products and services for our transaction business, mobile applications and media-related technology.

Sales and Marketing

Our nationwide in-house team of sales representatives sells our services to advertisers. As of December 31, 2015, we
had 2,044 sales and marketing representatives operating our physical sales office network spanning 79 cities across
China and visiting customers in an additional 123 satellite cities, a significant increase from December 31, 2009, when
we had physical sales offices in 17 cities. We have a prudent expansion plan and we typically only open new physical
sales offices in a city after we have already established a sufficient customer base in the area. In cities where we do
not yet have a customer base, we provide sales coverage by telephone. Our Beijing-based telephone sales team
provided sales coverage to the cities in which we did not have physical sales offices. Our sales team also provides
ongoing customer support to advertisers and dealer subscribers. In the past years, we have successfully expanded our
market presence in the first- and second-tier cities in China. We plan to continue to expand our sales and marketing
efforts into third- and fourth-tier cities to further capture the opportunities for automobile sales growth in those
markets. In 2015, we also established a dedicated sales and marketing team focusing on developing our transaction
business.

Our sales team is equipped with specialized automotive industry knowledge and expertise, understands our customers
needs and is trained to help them develop their advertising strategies. Salespeople work directly with our advertisers
and advertising agencies that represent advertisers. Our sales team also maintains close relationships with our dealer
customers by, among other things, providing continuing training, support and ongoing customer service for our dealer
subscriptions services. Our sales team for transaction business is in charge of customer services and maintains our
relationships with automakers, our dealership partners which perform order fulfillments for vehicles sold on our
platform, our in-house valuers of used vehicles and business development personnel.

Compensation for our salespeople includes a base salary and incentives based on the sales revenues they generate. We
provide regular in-house and external education and training to our salespeople to help them provide current and
prospective customers with information on, and the advantages of using, our services. We believe that our
performance-linked compensation structure and career-oriented training help to retain and motivate our salespeople.

We believe brand recognition is important to our ability to attract users. We focus our sales and marketing efforts

through search engines, navigation websites and mobile platforms to retain and strengthen our leading position in

terms of user reach. For example, we cooperate with application stores and mobile browsers to promote our mobile
applications and our websites. In July 2014, we entered into an arrangement with Baidu for a period of 12 months to
provide automotive-related information, such as model descriptions, pricing information and other useful data for
potential vehicle buyers, to enhance the user experience of automotive-related searches on PCs using Aladdin, Baidu s
open platform initiative. And we continued our cooperation with Baidu as an exclusive supplier for automotive-related
content on PCs powered by Aladdin for a six-month period that started from August 25, 2015. We also conduct
promotional campaigns on navigation websites from time to time.

Intellectual Property

Our intellectual property includes trademarks and trademark applications related to our brands and services, software
copyrights, trade secrets and other intellectual property rights and licenses. We seek to protect our intellectual
property assets and brands through a combination of trademark, patent, copyright and trade secret protection laws in
the PRC and other jurisdictions, as well as through confidentiality agreements and other measures.
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We hold and (both mean auto home in English)and AUTOHOME® trademarks in China. In addition, as at
December 31, 2015, we held 211 pending trademark applications and 93 registered trademarks in China. As at the
same date, we had 45 registered domain names, including our main website domain names, autohome.com.cn and

chel68.com, 92 pending patent applications, and 19 registered patents.
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We compete with China s automotive websites, such as xcar.com.cn, pcauto.com.cn and bitauto.com, automotive
channels of major internet portals, such as Sina and Sohu, and traditional forms of media such as television and
magazines. We compete primarily on the basis of user traffic, user engagement and brand recognition, which drive the
acquisition and retention of automakers and automobile dealers as advertisers and their spending on our advertising
services. We may also face competition from other websites engaged in the online automobile transaction business,
such as bitauto.com and tmall.com, as we develop our transaction platform. We re-designed our chel68.com website
in October 2011 and converted it into our dedicated used car platform. Our re-designed chel68.com website faces
competition from other used car websites, such as 5/auto.com, taoche.com, youxinpai.com, guazi.com and
renrenche.com. Competition will be centered on factors similar to those affecting our current automotive advertising
and dealer subscription services, primarily centered on increasing user reach, user engagement and brand recognition,
relationships with the suppliers, and attracting and retaining advertisers or customers, among other factors. For our
transaction business, as online automobile transaction is a relatively new business model and consumers in China
might be accustomed to make automobile purchases with traditional dealerships, we cannot guarantee that the
automobile consumers in China will accept such business model. See Item 3. Key Information D. Risk Factors Risks
Related to Our Business and Industry We face significant competition, and if we fail to compete effectively, we may
lose market share and our business, prospects and results of operations may be materially and adversely affected.

Seasonality

Seasonal fluctuations have affected, and are likely to continue to affect, our business. We generally generate less

revenue from advertising services and dealer subscription services in the first quarter of each year due to the Chinese

New Year holidays and reduced customer activities during this period. Our advertising services typically increase in

the second quarter as automakers increase marketing activities in connection with China s major auto shows, and in the

fourth quarter as advertisers seek to complete year-end marketing campaigns. Our cost of revenues, sales and

marketing expenses and general and administrative expenses tend to follow the trend of our business growth. See also
Item 3. Key Information D. Risk Factors Risks Related to Our Business and Industry Our business is subject to

fluctuations, which makes our results of operations difficult to predict and may cause our quarterly results of

operations to fall short of expectations. Our transaction business has not experienced similar trends due to its limited

operating history and rapid growth but seasonality may increase in the future.

Our cost of revenues, sales and marketing expenses and general and administrative expenses tend to follow the trend
of our business growth. See also Item 3. Key Information D. Risk Factors Risks Related to Our Business and
Industry Our business is subject to fluctuations, which makes our results of operations difficult to predict and may
cause our quarterly results of operations to fall short of expectations.

Legal Proceedings

From time to time, we may be subject to various claims and legal actions that arise in the ordinary course of our
business. There are currently no legal proceedings that, in the opinion of our management, may have a material
adverse effect on our business and results of operations.

Disclosure of Iran-related Activities under Section 13(r) of the Securities Exchange Act of 1934

Section 219 of the Iran Threat Reduction and Syria Human Rights Act of 2012 added Section 13(r) to the Securities
Exchange Act of 1934, as amended, or the Exchange Act. Section 13(r) requires an issuer to disclose in its annual or

quarterly reports, as applicable, whether it or any of its affiliates knowingly engaged in certain activities, transactions
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or dealings relating to Iran or with designated natural persons or entities involved in terrorism or the proliferation of
weapons of mass destruction. Disclosure is required even where the activities, transactions or dealings are conducted
outside the United States by non-U.S. affiliates in compliance with applicable law, whether or not the activities are
sanctionable under U.S. law.

As of the date of this report, we are not aware of any activity, transaction or dealing by us or any of our affiliates for
the year ended December 31, 2015 that requires disclosure in this report under Section 13(r) of the Exchange Act,
except as set forth below with respect to our affiliate, Telstra Corporation Limited, or Telstra.
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Telstra has informed us that it is party to roaming, interconnection and wholesale voice agreements with the following
telecommunication providers in Iran, some of which may be government-controlled entities: Mobile Company of Iran,
Rafsanjan Industrial Complex Islamic Cooperative Company (also known as Taliya) and Telecommunication
Infrastructure Company of Iran. These agreements provide Telstra s customers with service in areas where Telstra does
not own networks and our counterparties customers with service on Telstra s networks. As Telstra s fiscal year ends on
June 30, Telstra does not normally prepare gross revenue or net profit on the basis of a year ended on December 31.
Further, Telstra does not allocate costs on an agreement-by-agreement or country-by-country basis and therefore does
not normally calculate a profit measure on such bases. However, for the year ended December 31, 20135, it is estimated
that gross revenues generated by roaming, interconnection and wholesale voice agreements with Iranian entities were
A$45,266 (US$32,981) and gross expenses were A$879,120 (US$640,527), in this connection. In addition, Telstra
provides telecommunications services in the ordinary course of business to the Embassy of the Islamic Republic of

Iran in Australia. Gross revenues and net profits generated by these services are estimated to be less than A$40,000
(US$29,144) for the year ended December 31, 2015.

We understand that Telstra intends to continue these activities.

The financial data in this section has been translated from Australian dollars into U.S. dollars using the noon buying
rate for December 31, 2015 of AUD$1.00=US$0.7286.

PRC Regulation
This section summarizes the principal PRC laws and regulations relevant to our business and operations.
Regulations on Value-Added Telecommunications Services

On September 25, 2000, the State Council promulgated the Telecommunications Regulations, or the Telecom
Regulations, which draw a distinction between basic telecommunication services and value-added telecommunication
services. The Telecommunications Regulations were subsequently revised on July 29, 2014. On 25 December 2015,

the MIIT published the Classification Catalogue of Telecommunications Services (the 2015 Catalogue), which will

take effect on March 1, 2016. The first catalogue was published in September 2000 and was subsequently amended in
2001 and 2003, respectively. Under the 2015 Catalogue, value-added telecommunication services was further
classified into two sub-categories and 10 items. Internet content provision services, or ICP services, is under the

second subcategory of value-added telecommunications businesses. Under the Telecom Regulations, commercial
operators of value-added telecommunications services must first obtain an operating license from the MIIT or its
provincial level counterparts.

On September 25, 2000, the State Council issued the Administrative Measures on Internet Information Services, or the
Internet Measures. The measures were subsequently revised on January 8, 2011. According to the Internet Measures,
commercial ICP service operators must obtain an ICP license from the relevant government authorities before
engaging in any commercial ICP operations within the PRC.

On March 1, 2009, the MIIT promulgated the Administrative Measures on Telecommunications Business Operating
License, or the Telecom License Measures, which took effect on April 10, 2009. The Telecom License Measures set
forth the types of licenses required to operate value-added telecommunications services and the qualifications and
procedures for obtaining such licenses. For example, an ICP operator providing value-added services in multiple
provinces is required to obtain an inter-regional license, whereas an ICP operator providing the same services in one
province is required to obtain a local license.
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To comply with these PRC laws and regulations, both of our ICP operators, Autohome Information and Shengtuo
Hongyuan, hold ICP licenses. Autohome Information also holds a value-added telecommunications business operation
license for provision of mobile network information services.
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Restrictions on Foreign Ownership in Value-Added Telecommunications Services

According to the Provisions on Administration of Foreign Invested Telecommunications Enterprises, or the FITE
Provisions, promulgated by the State Council on December 11, 2001 and amended on September 10, 2008, the
ultimate foreign equity ownership in a value-added telecommunications service provider must not exceed 50%.
Moreover, for a foreign investor to acquire any equity interest in a value-added telecommunication business in China,
it must demonstrate a good track record and experience in operating value-added telecommunications services.
Foreign investors that meet these requirements must obtain approvals from the MIIT and the Ministry of Commerce or
its authorized local branches, and the relevant approval application process usually takes six to nine months.

On July 13, 2006, the MIIT issued the Notice of the MIIT on Intensifying the Administration of Foreign Investment in
Value-added Telecommunications Services. This notice prohibits domestic telecommunication service providers from
leasing, transferring or selling telecommunications business operating licenses to any foreign investor in any form, or
providing any resources, sites or facilities to any foreign investor for their illegal operation of a telecommunications
business in China. According to this notice, either the holder of a value-added telecommunication business operating
license or its shareholders must legally own the domain names and trademarks used by such license holders in their
provision of value-added telecommunication services. The notice further requires each license holder to have the
necessary facilities, including servers, for its approved business operations and to maintain such facilities in the
regions covered by its license. In addition, all value-added telecommunication service providers are required to
maintain network and internet security in accordance with the standards set forth in relevant PRC regulations. If a
license holder fails to comply with the requirements in the notice and cure such non-compliance, the MIIT or its local
counterparts have the discretion to take measures against such license holders, including revoking their valued-added
telecommunication business operating licenses.

To comply with these PRC regulations, we operate our websites through our VIEs, Autohome Information and
Shengtuo Hongyuan. Autohome Information is currently 68% owned by Xiang Li, 24% owned by Zheng Fan and 8%
owned by James Zhi Qin, all of whom are PRC citizens. Shengtuo Hongyuan is currently 50% owned by James Zhi
Qin and 50% owned by Zheng Fan, all of whom are PRC citizens. Both Autohome Information and Shengtuo
Hongyuan hold ICP licenses.

Regulations on Internet Content Services

The National People s Congress has enacted laws with respect to maintaining the security of internet operation and

internet content. According to these laws, as well as the Internet Measures, violators may be subject to penalties,
including criminal sanctions, for internet content that:

opposes the fundamental principles stated in the PRC constitution;

compromises national security, divulges state secrets, subverts state power or damages national unity;

harms the dignity or interests of the state;

incites ethnic hatred or racial discrimination or damages inter-ethnic unity;
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undermines the PRC s religious policy or propagates heretical teachings or feudal superstitions;

disseminates rumors, disturbs social order or disrupts social stability;

disseminates obscenity or pornography, encourages gambling, violence, murder or fear or incites the
commission of a crime;

insults or slanders a third party or infringes upon the lawful rights and interests of a third party; or

is otherwise prohibited by law or administrative regulations.
On February 4, 2015, the China Internet Network Information Center promulgated the Administrative Provisions on
Account Names of Internet Users, or the Account Names Provisions, which became effective as of March 1, 2015.
The Account Name Provisions require all users of internet information service providers to authenticate their real
identity information for registration of accounts and to commit to complying with the seven basic requirements,
including observing the laws and regulations, upholding the socialist regime, protecting state interests and, among
other requirements, ensuring the authenticity of any information they provide. Relevant internet information service
providers are responsible for the protection of users privacy, consistency of user information, such as account names,
avatars, the requirements contemplated in the Account Names Provisions, making reports to the competent authorities
regarding any violation of the Account Names Provisions, and taking appropriate measures to stop any such
violations, such as notifying the user to make corrections within a specified time and suspending or closing accounts
in the event of continuing non-compliance.
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ICP operators are required to monitor their websites. They may not post or disseminate any content that falls within
these prohibited categories and must remove any such content from their websites. The PRC government may shut
down the websites of ICP license holders that violate any of the above-mentioned content restrictions, order them to
suspend their operations, or revoke their ICP licenses. These laws and regulations apply to the websites we operate
through our VIEs.

Regulations on Internet Privacy

In recent years, PRC government authorities have enacted legislation on internet use to protect personal information
from any unauthorized disclosure. The PRC law does not prohibit ICP operators from collecting and using personal
information from their users with the users consent. However, the Internet Measures prohibit an ICP operator from
insulting or slandering a third party or infringing the lawful rights and interests of a third party. The regulations further
authorize the relevant telecommunications authorities to order ICP operators to rectify unauthorized disclosure. ICP
operators are subject to legal liability if the unauthorized disclosure results in damages or losses to users. The PRC
government, however, has the power and authority to order ICP operators to turn over personal information if an

internet user posts any prohibited content or engages in illegal activities on the internet. On December 29, 2011, the
MIIT promulgated the Several Provisions on Regulating the Market Order of Internet Information Services, effective

as of March 15, 2012. It stipulates that ICP operators may not, without a user s consent, collect the user s information
that can be used alone or in combination with other information to identify the user and may not provide any such
information to third parties without the user s prior consent. ICP operators may only collect users personal information
that is necessary to provide their services and must expressly inform the users of the method, content and purpose of

the collection and use of such personal information. In addition, an ICP operator may only use users personal
information for the stated purposes under the ICP operator s scope of service. ICP operators are also required to ensure
the proper security of users personal information, and take immediate remedial measures if users personal information
is suspected to have been inappropriately disclosed. If the consequences of any such disclosure are expected to be
serious, ICP operators must immediately report the incident to the telecommunications regulatory authority and
cooperate with the authorities in their investigations.

On December 28, 2012, the Standing Committee of the National People s Congress of the PRC issued the Decision on
Strengthening the Protection of Online Information. Most requirements under this decision relevant to ICP operators
are consistent with the requirements already established under the MIIT provisions discussed above, but are often
stricter and broader. Under this decision, ICP operators are required to take such technical and other measures
necessary to safeguard information against inappropriate disclosure. To further implement this decision and relevant
rules, MIIT issued the Regulation of Protection of Telecommunication and Internet User Information on July 16,

2013, which became effective on September 1, 2013.

To comply with these laws and regulations, we require our users to accept a user terms of service whereby they agree
to provide certain personal information to us, and have established information security systems to protect users
privacy.

Regulations on Advertisements

The PRC government regulates advertising, including online advertising, principally through the SAIC, although there
is no PRC law or regulation at the national level that specifically regulates the online advertising business. Prior to
November 30, 2004, in order to conduct any advertising business, an enterprise was required to hold an operating
license for advertising in addition to a relevant business license. On November 30, 2004, the SAIC issued the
Administrative Rules for Advertising Operation Licenses, effective as of January 1, 2005, granting a general
exemption to this requirement for most enterprises (other than radio stations, television stations, newspapers and
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magazines, non-corporate entities and entities specified in other regulations). Because our subsidiaries and VIEs
which engage in advertising businesses qualify for the exemption noted above, they are not required to hold an
advertising operation license.
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Before we acquired Autohome Media (formerly known as Prbrownies Marketing Limited) in October 2013, we
conducted our advertising business through two subsidiaries of Autohome Information, namely Autohome
Advertising and Chengshi Advertising, Shanghai Advertising and Guangzhou Advertising due to the previous
restrictions on foreign investors holding direct equity interests in PRC advertising companies. In October 2013,
Autohome HK acquired Autohome Media, a Hong Kong advertising and marketing company. Autohome Media has
established subsidiaries in Beijing, Shanghai, Guangzhou and Tianjin. We have migrated our advertising business
from Autohome Advertising, Chengshi Advertising, Shanghai Advertising and Guangzhou Advertising, to the
subsidiaries of Autohome Media in 2015.

Advertisers, advertising operators and advertising distributors are required by PRC advertising laws and regulations to
ensure that the content of the advertisements they produce or distribute are true and in full compliance with applicable
laws and regulations. In addition, where a special government review is required for certain categories of
advertisements before publishing, the advertisers, advertising operators and advertising distributors are obligated to
confirm that such review has been duly performed and that the relevant approval has been obtained. Violation of these
regulations may result in penalties, including fines, confiscation of advertising income, orders to cease dissemination
of the advertisements and orders to publish an advertisement correcting the misleading information. In circumstances
involving serious violations, the SAIC or its local branches may order the violator to terminate its advertising
operation or even revoke its business license. Furthermore, advertisers, advertising operators or advertising
distributors may be subject to civil liabilities if they infringe on the legal rights and interests of third parties.

On April 24, 2015 the Standing Committee of the National People s Congress issued the PRC Advertising Law or the
Advertising Law, which came into effect on September 1, 2015. The Advertising Law applies to all advertising
activities conducted via the internet. The Advertising Law requires that users must be able to close online pop-up ads
with one click. Moreover, internet service providers are obligated to cease publishing any advertisements that they
know or should know are illegal. Violation of these regulations may result in penalties, including fines, confiscation of
the advertising incomes, termination of advertising operations and even suspension of the provider s business license.

To comply with these laws and regulations, we include clauses in our advertising contracts requiring that all
advertising content provided by advertisers must comply with relevant laws and regulations. Prior to website posting,
our staff reviews advertising materials to ensure there is no violent, pornographic or any other improper content, and
will request the advertiser to provide government approval if the advertisement is subject to special government
review.

Regulations on Broadcasting Audio/Video Programs through the Internet

On July 6, 2004, the SARFT promulgated the Rules for the Administration of Broadcasting of Audio/Video Programs
through the Internet and Other Information Networks, or the A/V Broadcasting Rules. The A/V Broadcasting Rules
apply to the launch, broadcasting, aggregation, transmission or download of audio/video programs via televisions,
mobile phones and the internet and other information networks. Anyone who wishes to engage in internet
broadcasting activities must first obtain an audio/video program transmission license issued by the SARFT and
operate pursuant to the scope as provided in such license. Foreign invested enterprises are not allowed to engage in the
above business.

On April 13, 2005, the State Council announced Several Decisions on Investment by Non-state-owned Companies in
Culture-related Business in China. These decisions encourage and support non-state-owned companies to enter certain
culture-related business in China, subject to restrictions and prohibitions for investment in audio/video broadcasting,
website news and certain other businesses by non-state-owned companies. These decisions authorize the SARFT, the
Ministry of Culture and the General Administration of Press and Publication to adopt detailed implementation rules
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On December 20, 2007, the SARFT and the MIIT jointly issued the Rules for the Administration of Internet Audio
and Video Program Services, commonly known as Circular 56, which came into effect as of January 31, 2008.
Circular 56 reiterates the requirement set forth in the A/V Broadcasting Rules that online audio/video service
providers must obtain an internet audio/video program transmission license from the SARFT. Furthermore, Circular
56 requires all online audio/video service providers to be either wholly state-owned or state-controlled companies.
According to relevant official answers to press questions published on the SARFT s website dated February 3, 2008,
officials from the SARFT and the MIIT clarified that online audio/video service providers that already had been
operating lawfully prior to the issuance of Circular 56 may re-register and continue to operate without becoming
state-owned or controlled, provided that such providers have not engaged in any unlawful activities. This exemption
will not be granted to online audio/video service providers established after Circular 56 was issued. These policies
have been reflected in the Application Procedure for Audio/Video Program Transmission License. Failure to obtain
the internet audio/video program transmission license may subject an online audio/video service provider to various
penalties, including fines of up to RMB30,000, seizure of related equipment and servers used primarily for such
activities and even suspension of its online audio/video services.

To comply with these laws and regulations, Autohome Information obtained an internet audio/video program
transmission license on February 9, 2010, for automotive-industry-information-related audio/video programs posted
on our autohome.com.cn website.

Regulations on Producing Audio/Video Programs

On July 19, 2004, the SARFT promulgated the Administrative Measures on the Production and Operation of Radio
and Television Programs, effective as of August 20, 2004. These Measures provide that anyone who wishes to
produce or operate radio or television programs must first obtain an operating permit. Applicants for this permit must
meet several criteria, including having a minimum registered capital of RMB3.0 million. Autohome Information and
Shengtuo Hongyuan hold operating licenses for the production and dissemination of radio and television programs for
special topic programs, cartoons and television variety shows.

Regulations on Internet Mapping Services

According to the amended Administrative Rules of Surveying Qualification Certificates and the amended Standards
for Internet Map Services issued by the National Administration of Surveying, Mapping and Geoinformation, or
NASMG, in July 2014, the provision of internet mapping services by any non-surveying and mapping enterprise is
subject to the approval of the NASMG and requires a surveying and mapping qualification certificate. According to
these rules, certain conditions and requirements, such as the number of technical personnel and map security
verification personnel, security facilities and approval from relevant provincial or national government on the service
provider s security system, qualification management and filings management, are necessary for an enterprise applying
for a Surveying and Mapping Qualification Certificate. Pursuant to the Notice on Further Strengthening the
Administration of Internet Map Services Qualification issued by the NASMG in December 2011, any entity that has
not yet applied for a surveying qualification certificate for internet mapping services is prohibited from providing any
internet mapping services.

On November 26, 2015, the State Council enacted the Administrative Regulations on Maps, or the Maps Regulations,
effective as of January 1, 2016. The Maps Regulations requires entities engaging in internet mapping services, such as
geographic positioning, the uploading of geographic information or markings, and the development of a public map
database, to obtain a relevant qualification certificate for surveying and mapping. The Maps Regulations require
entities engaging in online map services to use mapping data approved by the relevant governmental authorities, host
servers storing map data within the PRC, and establish a management system as well as protection measures for the
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data security of the online maps. The mapping data must not contain any content prohibited by the Maps Regulations,
and no entities or individuals are allowed to upload or mark such prohibited content online. Further, entities engaging
in internet mapping services shall keep confidential any information involving state secrets and trade secrets acquired
during their work.

We have provided maps on our websites for the convenience of our users to locate certain services providers. Both
Autohome Information and Shengtuo Hongyuan hold the Surveying and Mapping Qualification Certificate for internet

mapping.
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Regulations on Online Cultural Services

On February 17, 2011, the Ministry of Culture promulgated the Internet Culture Administration Tentative Measures,

or the Internet Culture Measures, which became effective on April 1, 2011 and replaced the original measures

promulgated in 2003 and amended in 2004. The Internet Culture Measures require ICP operators engaged in internet

culture activities to obtain an internet cultural operating license from the provincial administration of culture. The term
internet culture activities includes, among other things, online dissemination of internet cultural products (such as

audio-video products, gaming products, performances of plays or programs, works of art and cartoons) and the

production, reproduction, importation, publication and broadcasting of internet cultural products.

Autohome Information has applied for and obtained an internet culture operating license in January 2013.
Regulations on Internet Publishing

The Administrative Provisions on Online Publishing Services, or the Online Publishing Provisions, was jointly issued
by the MIIT and the State General Administration of Press, Publication, Radio, Film and Television in 2016, and
came into effect on March 10, 2016. The Online Publishing Provisions define online publishing services as providing
online publications to the public through information networks. Any online publishing services provided in the
territory of the PRC are subject to these provisions. The Online Publishing Provisions requires any internet publishing
services provider to obtain an online publishing service license to engage in online publishing services. Under the
Online Publishing Provisions, online publications refers to digital works which have publishing features such as
digital work that have been edited, produced or processed and which are made available to the public through
information networks, including written works, pictures, maps, games, cartoons, audio/video reading materials and
other methods. Any online game shall obtain approval from SAPPRFT before it is launched online. Furthermore,
Sino-foreign equity joint ventures, Sino-foreign cooperative joint ventures and wholly foreign-owned enterprises
cannot engage in providing web publishing services.

Based on a consultation we had with the local press and publication administration authority, we believe we are not
required to obtain the internet publishing license as the activities we engage in on our websites do not constitute

internet publishing activities, as such term is used in the Online Publishing Provisions. We are also not aware of
companies with an operation similar to ours that have obtained or been required to obtain the internet publishing
license. As a result, both Autohome Information and Shengtuo Hongyuan have not applied for such internet
publishing approval. However, in the event that our activities are deemed to be internet publishing, we may be
required to obtain approval from GAPP. If we are deemed to be in breach of relevant internet publishing regulations,
the PRC regulatory authorities may seize the related equipment and servers used primarily for such activities and
confiscate any revenues generated from such activities. In addition, relevant PRC authorities may also impose a fine
of five to ten times of any revenues exceeding RMB 10,000 or a fine of not more than RMB50,000 if such related
revenues are below RMB10,000.

Regulations on Internet News Information Service

In September 2005, the State Council Information Office, or SIIO, and the Ministry of Industry and Information
Technology jointly issued the Provisions for the Administration of Internet News Information Services, or Internet
News Provision. Internet news information services shall include the publishing of news via the internet, provision of
electronic bulletin services on current and political events and transmission of information on current and political
events to the public. Under the Internet News Provision, internet news service providers shall also include entities that
are not established by the press but reproduce internet news from other sources, provide electronic bulletin services on
current and political events, and transmit such information to the public. The Information Office of the State Council
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shall be in charge of the supervision and administration of the internet news information services throughout China.
The counterparts of the Information Office of the State Council at the provincial level shall take charge of the
supervision and administration of the internet news information services within their own jurisdiction. The SIIO
circulated a revised draft of the Administrative Regulations for Internet News Information Services to solicit public
comments on 11 January 2016.

If we release information that may be deemed by authorities as internet news, we may be required to obtain the
internet news information service license. However, we have consulted the relevant government authorities and have
been informed that we would not be required to obtain the internet news releasing license because the internet news
posted on our website is only automotive industry related news which is not political in nature or related to
macroeconomics. However, if any of the internet news posted on our website is deemed by the government to be
political in nature, related to macroeconomics, or otherwise requires such license based on the sole discretion of the
government authority, we would need to apply for such license. If we are deemed to be in breach of the Internet News
Provision or other relevant internet news releasing regulations, the PRC regulatory authorities may suspend our
information release activities and impose a fine exceeding RMB 10,000 but not more than RMB30,000. In serious
cases, the PRC regulatory authorities may even suspend the internet service or internet access.
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China s e-commerce industry is at an early stage of development and there are few PRC laws or regulations
specifically regulating the e-commerce industry. In January 2014, the SAIC promulgated the Administrative Measures
for Online Trading, which strengthen the protection of consumers and impose stringent requirements and obligations
on online business operators and third-party online marketplace operators. Online business operators and third-party
online marketplace operators are prohibited from collecting any information on consumers and business operators or
disclosing, selling or providing any such information to any third party, or sending commercial electronic messages to
consumers without their consent. Fictitious transactions, deletion of adverse comments and technical attacks on
competitors websites are prohibited as well. In addition, third-party online marketplace operators are required to
examine and verify the identifications of the online business operators and set up and retain relevant records for at
least two years. Moreover, any third-party online marketplace operator that simultaneously engages in online trading
for products and services should clearly distinguish itself from other online business operators on the marketplace
platform. We are subject to these measures as a result of our online platform services.

Foreign investors were not allowed to own more than 50% of the equity interests in e-commerce companies which is a
subcategory of value-added telecommunication services, and any such foreign investor must have experience in
providing value-added telecommunications services overseas and maintain a good track record, except for foreign
investors in China (Shanghai) Pilot Free Trade Zone, subject to certain conditions. The National Development and
Reform Commission and the Ministry of Commerce jointly issued the Catalogue for the Guidance of Foreign
Investment Industries in March 2015, or the Catalogue, which further relaxes market access through regulatory
reforms such as allowing foreign investors to have complete ownership of equity interests in e-commerce businesses.
The Catalogue took effect on April 10, 2015.

Currently, we primarily engage in the E-commerce business of automobiles through Autohome (Tianjin) Automobile
Sales Co., Ltd., a wholly owned subsidiary of the Company.

Regulations on Foreign Investment in the Leasing Industry

On October 28, 2015, the Ministry of Commerce enacted the Measures for the Administration of Foreign Investment
in the Leasing Industry, or the Foreign Investment in the Leasing Industry Measures, effective as of October 25, 2018.
Under the Measures, foreign invested enterprises in the form of Sino-foreign equity joint ventures, Sino-foreign
cooperative joint ventures and wholly foreign-owned enterprises in the PRC are allowed to engage in the leasing
business or financial leasing business as well as to carry out relevant business activities upon the approval of the
Ministry of Commerce. Foreign-invested financial leasing companies may conduct the following businesses:

(i) financial leasing business; (ii) leasing business; (iii) purchase of leased property inside and outside of PRC;

(iv) maintenance of assets underlying the leases and disposal of the residual value of assets underlying the leases;

(v) lease transaction consultancy and security services; and (vi) other businesses approved by the Ministry of
Commerce. The leased objects include transportation equipment, such as airplanes, automobiles, ships and other
personal properties.

Currently, the Financing JV primarily engages in the financial leasing business of automobiles.

Regulations on Used Automobile Trading

On August 29, 2005, SAT, SAIC, the Ministry of Commerce and the Ministry of Public Security jointly promulgated
the Measures for the Administration of the Trading of Used Automobiles, or the Used Automobile Trading Measures,

which became effective on October 1, 2005. Pursuant to the Used Automobile Trading Measures, only an enterprise
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legal person duly registered with the SAIC or its local branches may engage in used automobile trading, either as an
operator of used automobiles markets, as a retailer, or as a brokerage entity. Furthermore, for a foreign invested
enterprise to engage in the trading of used automobiles, it shall first obtain approval from the Ministry of Commerce
and be in compliance with the requirements on the Measures for the Administration of Foreign Investment in the
Commercial Sector, or the FICE Measures, which was promulgated by MOFCOM on 16 April, 2004 and revised on
28 October, 2015.
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Under the Used Automobile Trading Measures, a seller of used automobiles must verify certain background
information regarding to the automobiles for sale, including verification of the identity certificate of the previous
owner, the number plate of the automobile, the motor vehicle registration certificate, driver s license of the previous
owner, proof that the automobile has passed the security technical examination, automobile insurance, and payment
certificate of relevant taxes and fees. Used automobile retailers shall also provide quality guarantees as well as
after-sale services, information about which shall be clearly indicated at its business location. Furthermore, under
certain circumstances, used automobiles are prohibited from being resold, including instances where an automobile
has been discarded as unusable, been required to be discarded, or been obtained by illegal means, such as through
theft, robbery or fraud.

On March 24, 2006, the Ministry of Commerce promulgated the Specifications for Used Automobile Trade, which
provided detailed requirements as to the responsibilities of used automobiles trading entity regarding the trading of
used automobiles, including the confirmation of the identity of the seller and the legitimacy of the used automobiles,
signing contract for used automobile trading, establishing transaction archives and keeping records for at least three
years.

Currently, we primarily engage in the used automobile trading through Beijing Shengtuo Hongyuan Information
Technology Co., Ltd.

Regulations on Automobile Sales

On February 21, 2005, the Ministry of Commerce, the National Development and Reform Commission, or the NDRC,
and the SAIC jointly promulgated the Implementation Measures for the Administration of Sales of Branded
Automobile, or the Branded Automobile Sales Measures, which took effect on April 1, 2005. The Branded
Automobile Sales Measures provide for a dealership arrangement under which one general distributor is in charge of
the entire sales and after-sales service chain. According to the Branded Automobile Sales Measures, the plan for the
distribution and after-sales service network for each single brand of automobile shall in general be formulated and
implemented by one single enterprise in the PRC, i.e., either the automakers in the PRC itself or an authorized general
distributor.

To address increasing monopoly concerns in the Chinese automotive industry, on July 31, 2013, SAIC promulgated

the Announcement on Stopping Recordal of Automobile General Distributors and Authorized Branded Automobile
Dealers, or the Stopping Recordal Announcement. Starting from August 20, 2014, the SAIC no longer accepts any
filing for recordal of authorized dealers of branded automobiles, including general distributors, and the

implementation of the recordal system of general distributor and dealers for branded automobiles has ceased. For any
new general distributors or authorized dealers, their business scope will be stated as  sales of automobiles without
mentioning the brand of the automobiles for sale. For the existing ones, they may also apply to changing their business
scope from sales of brand named automobiles to sales of automobiles . The Stopping Recordal Announcement also
emphasizes that the SAIC will strengthen its administration and supervision of the operational activities in the
automobile industry, protect the lawful rights of consumers and maintain a market with fair competition.

On January 7, 2016, the Ministry of Commerce publicized the draft of Measures on the Administrations of Sales of
Automobile, or the Measures on Sales of Automobile, for public consultation. The Measures on Sales of Automobile
proposed changes to the provisions on dealership arrangement under the Branded Automobile Sales Measures. Once
the Measures on Sales of Automobile is promulgated by the Ministry of Commerce, it will replace the Branded
Automobile Sales Measures.

Currently, we primarily engage in the automobile sales through Autohome (Tianjin) Automobile Sales Co., Ltd.
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Regulations on Intellectual Property Rights

China has adopted legislation governing intellectual property rights, including trademarks, patents and copyrights.
China is a signatory to the major international conventions on intellectual property rights and became a member of the
Agreement on Trade Related Aspects of Intellectual Property Rights upon its accession to the World Trade
Organization in December 2001.

Patent. The National People s Congress adopted the Patent Law in 1984, and amended it in 1992, 2000 and 2008. The
purpose of the Patent Law is to protect lawful interests of patent holders, encourage invention, foster applications of
inventions, enhance innovative capabilities and promote the development of science and technology. To be patentable,
invention or utility models must meet three conditions: novelty, inventiveness and practical applicability. Patents
cannot be granted for scientific discoveries, rules and methods for intellectual activities, methods used to diagnose or
treat diseases, animal and plant breeds, substances obtained by means of nuclear transformation or a design which has
major marking effect on the patterns or colors of graphic print products or a combination of both patterns and colors.
The Patent Office under the State Intellectual Property Office is responsible for receiving, examining and approving
patent applications. A patent is valid for a term of twenty years in the case of an invention and a term of ten years in
the case of utility models and designs. A third-party user must obtain consent or a proper license from the patent
owner to use the patent. Otherwise, the use constitutes an infringement of patent rights. We had 92 pending patent
applications and 19 registered patents as of December 31, 2015.
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Copyright. The National People s Congress adopted the Copyright Law in 1990 and amended it in 2001 and 2010,
respectively. The amended Copyright Law extends copyright protection to internet activities, products disseminated
over the internet and software products. In addition, there is a voluntary registration system administered by the China
Copyright Protection Center. The amended Copyright Law also requires registration of a copyright pledge.

To address the problem of copyright infringement related to the content posted or transmitted over the internet, the
National Copyright Administration and the MIIT jointly promulgated the Measures for Administrative Protection of
Internet Copyright on April 29, 2005. This measure became effective on May 30, 2005.

On October 27, 2000, the MIIT issued the Administrative Measures on Software Products, or the Software Measures,
to strengthen the regulation of software products and to encourage the development of the PRC software industry. On
March 5, 2009, the MIIT issued amended Software Measures, which became effective on April 10, 2009. The
Software Measures provide a registration and filing system with respect to software products made in or imported into
China. These software products may be registered with the competent local authorities in charge of software industry
administration. Registered software products may enjoy preferential treatment status granted by relevant software
industry regulations. Software products can be registered for five years, and the registration is renewable upon
expiration.

In order to further implement the Computer Software Protection Regulations promulgated by the State Council on
December 20, 2001, as amended in 2013, the National Copyright Administration of the PRC issued Computer
Software Copyright Registration Procedures on February 20, 2002, which apply to software copyright registration,
license contract registration and transfer contract registration.

In compliance with, and in order to take advantage of, the above rules, we have registered 129 computer software
copyrights as of December 31, 2015.

On May 18, 2006, the State Council promulgated the Protection of the Right of Communication through Information
Networks, which became effective on July 1, 2006, as amended in 2013. Under this regulation, with respect to any
information storage space, search or link services provided by an internet service provider, if the legitimate rights
owner believes that the works, performance or audio or video recordings pertaining to that service infringe his or her
rights of communication, the rights owner may give the internet service provider a written notice containing the
relevant information along with preliminary documents supporting that an infringement has occurred, and requesting
that the internet service provider delete, or disconnect the links to, such works or recordings. The rights owner will be
responsible for the truthfulness of the content of the notice. Upon receipt of the notice, the internet service provider
must delete or disconnect the links to the infringing content immediately and forward the notice to the user that
provided the infringing works or recordings. If the user believes that the subject works or recordings have not
infringed upon others rights, the user may submit to the internet service provider a written explanation with
preliminary documents supporting non-infringement, and a request for the restoration of the deleted works or
recordings. The internet service provider should then immediately restore the deleted or disconnected content and
forward the user s written statement to the rights owner.

On December 26, 2009, the Standing Committee of the National People s Congress adopted the Torts Liability Law,
which became effective on July 1, 2010. Under this Torts Liability Law, both internet users and internet service
providers may be liable for the wrongful acts of users who infringe the lawful rights of other parties. If an internet user
utilizes internet services to commit a tortious act, the party whose rights are infringed may request the internet service
provider to take measures, such as removing or blocking the content, or disabling the links thereto. Failure to take
necessary measures after receiving such notice will subject the internet service providers to joint liability for any
further damages suffered by the rights holder. Furthermore, if an internet service provider fails to take necessary

Table of Contents 114



Edgar Filing: PETMED EXPRESS INC - Form SC 13G/A

measures when it knows that an internet user utilizes its internet services to infringe the lawful rights and interests of
other parties, it will be held jointly liable with the internet user for damages resulting from the infringement.
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According to an interpretation by PRC Supreme People s Court, which took effect on January 1, 2013, internet service
providers will be held jointly liable if they continue their infringing activities or do not remove infringing content

from their websites once they know of the infringement or receive notice from the rights holder. If an internet service
provider economically benefits from the works, performances, and sound or visual recordings provided by network
users, it must pay close attention to infringement of network information transmission rights by network users.

Trademark. The PRC Trademark Law, adopted in 1982 and amended in 1993, 2001 and 2013, protects registered
trademarks. The Trademark Office under the SAIC handles trademark registrations and grants a term of ten years for
registered trademarks. Trademark license agreements must be filed with the Trademark Office for record. We hold

and ( auto home in English) and AUTOHOME® trademarks in China with each registered under different categories.

Domain Names. In September 2002, the CNNIC issued the Implementing Rules for Domain Name Registration, as
amended in June 2009 and May 2012, that set forth detailed rules for registration of domain names. On November 5,
2004, the MIIT promulgated the Measures for Administration of Domain Names for the Chinese Internet, or the
Domain Name Measures. The Domain Name Measures regulate the registration of domain names, such as the first tier
domain name .cn. In 2002, the CNNIC issued the Measures on Domain Name Dispute Resolution, as amended in
February 2006 and 2012, pursuant to which the CNNIC can authorize a domain name dispute resolution institution to
decide disputes. We have registered a number of domain names, including autohome.com.cn, autohome.com and
chel68.com.

Regulations on Tax

See Item 5. Operating and Financial Review and Prospects A. Operating Results Taxation PRC and Item 10. Additional
Information E. Taxation People s Republic of China Taxation.

Regulations on Foreign Exchange

Foreign exchange activities in China are primarily governed by the following regulations:

Foreign Currency Administration Rules (2008), or the Exchange Rules; and

Administration Rules of the Settlement, Sale and Payment of Foreign Exchange (1996), or the

Administration Rules.
Under the Exchange Rules, if documents certifying the purposes of the conversion of RMB into foreign currency are
submitted to the relevant foreign exchange conversion bank, the RMB will be convertible for current account items,
including the distribution of dividends, interest and royalties payments, and trade and service-related foreign exchange
transactions. Conversion of RMB for capital account items, such as direct investment, loans, securities investment and
repatriation of investment, however, is subject to the approval of, or registration with, SAFE or its local counterpart.
Capital investments by PRC entities outside of China, after obtaining the required approvals of, or making filings
with, the relevant approval authorities, such as the Ministry of Commerce and the National Development and Reform
Commission or their local counterparts, are also required to register with SAFE or its local counterpart.

Under the Administration Rules, foreign-invested enterprises may only buy, sell and/or remit foreign currencies at
banks authorized to conduct foreign exchange business after providing valid commercial documents and, in the case

of capital account item transactions, obtaining approval from or being registered with SAFE or its local counterpart.
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In utilizing the proceeds we received from our equity offerings, as an offshore holding company with PRC
subsidiaries, we may (a) make additional capital contributions to our PRC subsidiaries, (b) establish new PRC
subsidiaries and make capital contributions to these new PRC subsidiaries, (c) make loans to our PRC subsidiaries or
VIEs or (d) acquire offshore entities with business operations in China in offshore transactions. However, most of
these uses are subject to PRC regulations and approvals. For example:

capital contributions to our PRC subsidiaries, whether existing or newly established, must be approved by
the Ministry of Commerce or its local counterparts;

loans by us to our PRC subsidiaries, each of which is a foreign-invested enterprise, to finance their activities
cannot exceed statutory limits and must be registered with SAFE or its local branches; and

loans by us to our VIEs, which are domestic PRC entities, must be approved by the National Development

and Reform Commission (in the case of middle or long term loans) or be within the limits approved by

SAFE (in the case of short term loans), and must also be registered with SAFE or its local branches.
On March 30, 2015, SAFE issued the SAFE Circular 19, which became effective on June 1, 2015. Pursuant to SAFE
Circular 19, foreign-invested enterprises may either continue to follow the current payment-based foreign currency
settlement system or choose to follow the conversion-at-will system for foreign currency settlement. Where a
foreign-invested enterprise follows the conversion-at-will system for foreign currency settlement, it may convert part
or all of the amount of the foreign currency in its capital account into Renminbi at any time. The converted Renminbi
will be kept in a designated account labeled as settled but pending payment, and if the foreign-invested enterprise
needs to make payment from such designated account, it still needs to go through the review process with its bank and
provide necessary supporting documents. SAFE Circular 19, therefore, has substantially lifted the restrictions on the
usage by a foreign-invested enterprise of its Renminbi registered capital converted from foreign currencies. According
to SAFE Circular 19, such Renminbi capital may be used at the discretion of the foreign-invested enterprise and SAFE
will eliminate the prior approval requirement and only examine the authenticity of the declared usage afterwards.
Nevertheless, foreign-invested enterprises like our PRC subsidiaries are still not allowed to extend intercompany loans
to our VIEs. In addition, as SAFE Circular 19 was promulgated recently, there remains substantial uncertainties with
respect to the interpretation and implementation of this circular by relevant authorities. See Item 3. Key Information D.
Risk Factors Risks Related to Our Corporate Structure PRC regulation of loans to, and direct investment in, PRC
entities by offshore holding companies and governmental control of currency conversion may restrict or prevent us
from using the proceeds of our equity offerings to make loans to our PRC subsidiaries and VIEs or to make additional
capital contributions to our PRC subsidiaries, which may materially and adversely affect our liquidity and our ability
to fund and expand our business.

Regulations on Dividend Distribution

The principal regulations governing dividend distributions of wholly foreign-owned enterprises include:

the Companies Law (2005, as amended in 2013);
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the Wholly Foreign-Owned Enterprise Law Implementing Rules (2001).
Under these regulations, wholly foreign-owned enterprises in the PRC may pay dividends only out of their
accumulated profits as determined in accordance with PRC accounting standards and regulations. In addition, these
wholly foreign-owned enterprises are required to set aside at least 10% of their respective accumulated profits each
year, if any, to fund certain reserve funds, until the aggregate amount of such fund reaches 50% of its registered
capital.

Regulations on Offshore Investment by PRC Residents

On July 4, 2014, the SAFE promulgated the Notice on Relevant Issues Concerning Foreign Exchange Control of
Domestic Residents Overseas Investment and Financing and Roundtrip Investment through Offshore Special Purpose
Vehicles, or SAFE Circular No. 37, which replaced the former Notice on Relevant Issues Concerning Foreign

Exchange Administration for PRC Residents to Engage in Financing and Inbound Investment via Overseas Special
Purpose Vehicles (generally known as SAFE Circular No. 75) promulgated by the SAFE on October 21, 2005.
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SAFE Circular No. 37 requires PRC residents to register with local branches of SAFE in connection with their direct
establishment or indirect control of an offshore entity, for the purpose of overseas investment and financing, with such
PRC residents legally owned assets or equity interests in domestic enterprises or offshore assets or interests, which is
referred to in SAFE Circular No. 37 as a special purpose vehicle. SAFE Circular No. 37 further requires amendment
to the registration in the event of any significant changes with respect to the special purpose vehicle, such as an
increase or decrease of capital contributed by PRC residents, share transfer or exchange, merger, division or other
material events. In the event that a PRC resident holding interests in a special purpose vehicle fails to complete the
required SAFE registration, the PRC subsidiaries of that special purpose vehicle may be prohibited from making profit
distributions to the offshore parent and from carrying out subsequent cross-border foreign exchange activities and the
special purpose vehicle may be restricted in its ability to contribute additional capital into its PRC subsidiaries.
Furthermore, failure to comply with the various SAFE registration requirements described above could result in
liability under PRC law for evasion of foreign exchange controls.

Currently, all of our shareholders who are PRC residents have registered with the competent local branch of the SAFE
with respect to their investments in our company as required by SAFE Circular No. 75 and will update their
registration filings with the SAFE under SAFE Circular No. 37 when there are any changes that should be registered
under SAFE Circular No. 37.

Regulations on Employee Stock Options Plans

In December 2006, the PBOC promulgated the Administrative Measures of Foreign Exchange Matters for Individuals,
setting forth the respective requirements for foreign exchange transactions by individuals (both PRC or non-PRC
citizens) under either the current account or the capital account. In January 2007, SAFE issued relevant implementing
rules that specified approval requirements for certain capital account transactions, such as a PRC citizen s participation
in employee stock ownership plans or share option plans of an overseas publicly listed company. In February 2012,
SAFE promulgated the Stock Option Notice that supersedes the requirements and procedures for the registration of
PRC resident individuals participation in stock incentive plans set forth by certain rules promulgated by SAFE in
March 2007. The purpose of the Stock Option Notice is to regulate the foreign exchange administration of PRC
resident individuals who participate in employee stock holding plans and share option plans of overseas listed
companies.

According to the Stock Option Notice, if a PRC resident individual participates in any employee stock incentive plan
of an overseas listed company, a PRC domestic qualified agent appointed through the PRC subsidiary of such
overseas listed company must, among other things, file, on behalf of such individual, an application with SAFE or its
local counterpart to obtain approval for an annual allowance with respect to the purchase of foreign exchange in
connection with stock holding or share option exercises. With the approval from SAFE or its local counterpart, the
PRC domestic qualified agent shall open a special foreign exchange account at a PRC domestic bank to hold the funds
required in connection with the stock purchase or option exercise, any returned principal or profits upon sales of
shares, any dividends issued on the stock and any other income or expenditures approved by SAFE or its local
counterpart.

Under the Foreign Currency Administration Rules, as amended, the foreign exchange proceeds of domestic entities
and individuals can be remitted into China or deposited abroad, subject to the terms and conditions to be issued by
SAFE. However, the implementing rules in respect of depositing the foreign exchange proceeds abroad have not been
issued by SAFE. The foreign exchange proceeds from the sales of shares can be converted into RMB or transferred to
such individuals foreign exchange savings account after the proceeds have been remitted back to the special foreign
exchange account opened at the PRC domestic bank. If share options are exercised in a cashless exercise, the PRC
domestic individuals are required to remit the proceeds to special foreign exchange accounts.

Table of Contents 120



Edgar Filing: PETMED EXPRESS INC - Form SC 13G/A

Many issues with respect to the Stock Option Notice require further interpretation. We and our PRC employees who
participate in an employee stock incentive plan are subject to the Stock Option Notice as we are an overseas listed
company. We have registered with the local counterparts of SAFE for our PRC resident employees who participate in
our share incentive plans, as required under the Stock Option Notice and relevant rules. If we or our PRC employees
fail to comply with the Stock Option Notice, we and our PRC employees may face sanctions imposed by the PRC
foreign exchange authority or any other PRC government authorities, including restrictions on foreign currency
conversions and additional capital contribution to our PRC subsidiaries.
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In addition, the SAT has issued circulars concerning employee share options. Under these circulars, our employees
working in China who exercise share options will be subject to PRC individual income tax. Our PRC subsidiary has
obligations to file documents related to employee share options with relevant tax authorities and withhold the

individual income taxes of employees who exercise their share options. If our employees fail to pay and we fail to
withhold their income taxes, we may face sanctions imposed by tax authorities or any other PRC government

authorities. See Item 3. Key Information D. Risk Factors Risks Related to Doing Business in China Failure to comply
with PRC regulations regarding the registration requirements for employee share ownership plans or share option

plans may subject the PRC plan participants or us to fines and other legal or administrative sanctions.

Regulation on Employment

Pursuant to the PRC Labor Law and the PRC Labor Contract Law, employers must execute written labor contracts
with full-time employees. All employers must compensate their employees with wages equal to at least the local
minimum wage standards. All employers are required to establish a system for labor safety and sanitation, strictly
abide by state rules and standards and provide employees with workplace safety training. Violations of the PRC Labor
Contract Law and the PRC Labor Law may result in the imposition of fines and other administrative liabilities.

In addition, employers in China are obliged to provide employees with welfare schemes covering pension insurance,
unemployment insurance, maternity insurance, work-related injury insurance, medical insurance and housing funds.

Regulations on Concentration in Merger and Acquisition Transactions

The M&A Rules established additional procedures and requirements that could make merger and acquisition activities
by foreign investors more time-consuming and complex. These rules require, among other things, that the Ministry of
Commerce be notified in advance of any change-of-control transaction in which a foreign investor will take control of
a PRC domestic enterprise or a foreign company with substantial PRC operations, if certain thresholds under the
Provisions on Thresholds for Prior Notification of Concentrations of Undertakings issued by the State Council on
August 3, 2008 are triggered.

Complying with these requirements could affect our ability to expand our business or maintain our market share. See
Item 3. Key Information D. Risk Factors Risks Related to Doing Business in China Certain regulations in the PRC may
make it more difficult for us to pursue growth through acquisitions.
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C. Organizational Structure
The following diagram illustrates our corporate structure, including our principal subsidiaries and VIEs, as of the date
of this annual report:
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(1) The three individuals are James Zhi Qin, our director and chief executive officer, Xiang Li, our director, and
Zheng Fan, our vice president. Each of these three individuals is also a beneficial owner of our company and a
PRC citizen. James Zhi Qin, Xiang Li and Zheng Fan hold 8%, 68% and 24%, respectively, of the equity in each
of Autohome Information, Shanghai Advertising and Guangzhou Advertising.

(2) The two individuals are James Zhi Qin and Zheng Fan, who each holds 50% of the equity in Shengtuo Hongyuan.

D. Property, Plants and Equipment
Our corporate headquarters is located in Beijing, China, where we lease office space with an area of approximately

21,562 square meters. We generally make rental payments on a monthly basis. In addition, as of December 31, 2015,
we also leased office space in 78 cities for our representative offices, including regional operation centers in Shanghai,
Guangzhou and Tianjin in China. We believe that our existing facilities are generally adequate to meet our current
needs, but we expect to seek additional space as needed to accommodate future growth.

Our servers are primarily hosted at internet data centers owned by major domestic internet data center providers. The
hosting services agreements typically have a term of one year. We believe that our current facilities are adequate and
that we will be able to obtain additional facilities, principally through leasing, to accommodate any future expansion
plans.

ITEM 4A. UNRESOLVED STAFF COMMENTS
None.
ITEM 5. OPERATING AND FINANCIAL REVIEW AND PROSPECTS

You should read the following discussion and analysis of our financial condition and results of operations in
conjunction with our consolidated financial statements and the related notes included elsewhere in this annual report.
This discussion contains forward-looking statements that involve risks and uncertainties. Our actual results and the
timing of selected events could differ materially from those anticipated in these forward-looking statements as a result
of various factors, including those set forth under Risk Factors and elsewhere in this annual report.

A. Operating Results
Overview

We are the leading online destination for automobile consumers in China. Through our two websites,
autohome.com.cn and chel68.com, and our mobile applications, we deliver comprehensive, independent and
interactive content to automobile buyers and owners. We generate revenues from online advertising services, dealer
subscription services and new vehicle transaction business. Our advertisers consist primarily of automakers and
dealers, with automakers contributing a substantial majority of our total advertising services revenues. In each of
2013, 2014 and 2015, we provided advertising services to 75, 85 and 87 automakers operating in China, respectively.
We also provided dealer subscription services to 10,617, 17,779 and 21,705 dealer subscribers in 2013, 2014 and
2015, respectively. Our new vehicle transaction business includes direct vehicle sales and commission-based services
facilitating transactions.
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Our net revenues increased from RMB1,216.5 million in 2013 to RMB2,132.9 million in 2014 and RMB3,464.0
million(US$534.7 million), representing a CAGR of 68.7%. Our net income increased from RMB456.2 million in
2013 to RMB748.7 million in 2014 and RMB990.6 million (US$152.9 million) in 2015, representing a CAGR of
47.4%.
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General Factors Affecting Our Results of Operations

Our business and results of operations are significantly affected by China s overall economic conditions and the
general trends in the automotive industry, especially new automobile sales in China. Economic growth in China has
contributed to an increase in household disposable income and improved the availability of financing for automobile
purchases. These factors, coupled with increased production capacity and lower import tariffs, past governmental
incentives designed to encourage automobile purchases and the decreasing cost of new automobiles, have contributed
to the growth of the number of new automobiles sold in China. Although the automotive industry has benefited from
China s overall favorable policies, some local governments have imposed restrictions on automobile registrations to
curb traffic congestion and environment pollution in urban centers. If such regulations slow the growth rate of new
automobile sales in China, the demand for our services would likely reduce. If overall advertising expenditures by
automakers and automobile dealers or automobile transaction volume decrease, our business and results of operations
may be adversely affected.

In addition, our business and results of operations may be affected by our user reach and engagement. Automaker and
dealer advertisers, which contribute a substantial portion of our revenues, choose to advertise on our websites and
mobile applications in significant part due to our leading market position in the online automotive advertising
industry. We anticipate that our ability to continue to attract a large and growing user base and maintain a high level
of user engagement will affect our ability to attract advertisers and dealer subscribers to our websites and in turn, our
ability to generate sales leads. Finally, our business and results of operations may be affected by the development of
e-commerce in China and consumers acceptance of online automobile purchases.

Specific Factors Affecting Our Results of Operations

While our business and results of operations are generally affected by China s overall economic conditions, the general
trends in China s automotive industry and our user reach and engagement, our results of operations are more directly
affected by the specific financial factors set forth below.

Net Revenues

We primarily generate our net revenues from selling online advertising services and dealer subscription services. We
sell our advertising services primarily to automakers and dealers, with automakers contributing a substantial majority
of our advertising services revenues. As is customary in China, we sell our advertising services primarily through
third-party advertising agencies while we consider automaker and dealer advertisers to be our end-customers.
Consistent with common practice in the advertising industry in China, we offer rebates to advertising agencies. We
also provide cash incentives to automakers and automobile dealers who participate in various incentive programs on
our online transaction platform. Our net revenues are presented net of rebates to advertising agencies and cash
incentives to automakers and automobile dealers. We sell our dealer subscription services to automobile dealers on a
fixed-fee subscription basis.

We also generate an insignificant portion of our net revenues from our transaction business. We record revenues from
direct sales on gross basis when vehicles are delivered and title has passed to the consumers. In addition, we earn
commissions from automakers for new vehicle transactions facilitated on Autohome Mall pursuant to
commission-based service arrangements with automakers.

The following table sets forth the principal components of our net revenues in absolute amounts and as percentages of
our total net revenues for the years presented:
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2013
RMB
Net revenues:
Advertising services 894,937
Dealer subscription services 321,611

Total net revenues 1,216,548

Advertising Services Revenues

For the Year Ended December 31,

2014 2015
% RMB % RMB US$
(in thousands, except percentages)
73.6% 1,499,516 70.3% 2,400,023 370,500
26.4 633,433 29.7 1,063,952 164,246
100.0% 2,132,949  100.0% 3,463,975 534,746

%

69.3%
30.7

100.0%

We generate advertising services revenues primarily from automakers. In each of 2013, 2014 and 2015, 75, 85 and 87
automakers operating in China purchased advertising services from us. As a result of our high penetration in the
automaker market, we believe that our future automaker advertising services revenue growth will be driven primarily
by automakers increased advertising spending on our websites and mobile applications as they continue to shift their
advertising budgets from traditional media to online media.
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Increased spending will be driven primarily by a combination of (i) our ability to increase advertising volume, either
due to the availability of additional advertising locations as we expand our service offerings or due to higher
sell-through rates, which is calculated as the percentage of advertising locations actually sold over total advertising
locations available for sale in a given period and (ii) our ability to increase our pricing, as measured by price per
location per day, as our user reach continues to expand, thereby enhancing the effectiveness of the services we offer.

As is customary in China s online advertising market, we use a cost per time pricing model to price our online
advertising services by charging our advertisers on a daily basis for an advertisement placed in a given location on our
websites. We expect that this cost-per-time model will continue to be our primary pricing model in the near future.
However, as we continue to grow our user base and enhance user engagement, we intend to explore cost per thousands
impressions,  cost per lead and other performance-based pricing models.

Revenues from dealer advertising services are generated from (i) advertising services sold to individual dealer
advertisers, (ii) regional marketing campaigns conducted by certain automobile brands regional offices and (iii) our
transaction business. Revenues from dealer advertising services accounted for 21.3%, 29.4% and 34.3% of our
advertising services revenues in 2013, 2014 and 2015, respectively. We believe that our dealer advertising services
revenues will continue to grow in absolute amounts in the near future, driven mainly by (i) the increase in the
advertising budgets that automakers allocate to their dealers and (ii) our ability to increase our share of wallet relative
to other online medias as we continue to expand into new geographical markets and penetrate deeper into existing
markets to increase our customer base of automobile dealers. Our transaction business contribute a new growth driver

as part of the dealer advertising revenues, including direct sales revenues and commission-based revenues.

Dealer Subscription Services

We generate dealer subscription services revenues through the sale of various subscription services packages at
different prices, which enable dealers to market their vehicle inventories on our websites and mobile applications. All
of our dealer subscription services are sold on a quarterly or annual fixed-fee basis.

We offer basic automobile listing services free of charge to all of our registered dealers. We had 26,190 registered
dealers as of December 31, 2015, compared with 24,562 and 23,897 registered dealers as of December 31, 2014 and
2013, respectively. Our dealer subscribers are registered dealers that have purchased subscription packages. We
provide our dealer subscribers with additional tools and features to enable them to more effectively market their
inventories on our websites and mobile applications. Our dealer subscribers grew from 10,617 in 2013 to 17,779 in
2014 and 21,705 in 2015. Our dealer subscription services revenues accounted for 26.4%, 29.7% and 30.7% of our net
revenues in 2013, 2014 and 2015, respectively. We believe that our dealer subscription services revenues will
continue to grow in the near future, driven by our ability to subsequently convert registered dealers into dealer
subscribers and command higher fees for different subscription packages by providing more value-added services to
our dealer subscribers.

Cost of Revenues
Cost of revenues refers primarily to (i) content-related costs and others, (ii) depreciation and amortization expenses,
(iii) bandwidth and internet data center ( IDC ) costs and (iv) value-added tax ( VAT ) and surcharges. The following

table sets forth the principal components of our cost of revenues in absolute amounts and as a percentage of our total
net revenues for the years indicated:

For the Year Ended December 31,
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Cost of revenues:

Content-related costs and others()
Depreciation and amortization expenses
Bandwidth and IDC costs

VAT and surcharges

Total cost of revenues

(1) Including share-based compensation expenses of RMB6.5 million for 2013, RMB8.0 million for 2014 and

2013 2014
RMB % RMB

(in thousands, except percentages)

95,987 7.9% 127,929
26,439 22 31,703
21,047 1.7 30,713
108,763 8.9 191,153
252,236 20.7% 381,498

RMB6.9 million (US$1.1 million) for 2015, respectively.
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%

6.0%
1.5
1.4
9.0
17.9%

RMB

298,160
43,160
38,893

288,908

669,121

2015
US$

46,027
6,663
6,004

44,600

103,294

%

8.6%
1.3
1.1
8.3
19.3%
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Content-related Costs and Others. Content-related costs and others are costs directly related to creating and editing
the professionally produced content and organizing and maintaining user generated content on our websites and
mobile applications and new vehicle transaction business costs. Content-related costs mainly include salaries and
benefits, toll free telephone charges, travel and office expenses of our editorial personnel, expenses we incur in the
execution of the offline portion of our advertisers online promotions and expenses we pay to third parties for creating
and publishing certain rich media content displayed on our websites. New vehicle transaction business costs primarily
include cost of vehicle purchases and other directly attributable costs. Rebates relating to new vehicles purchased but
still held by us as of the balance sheet date are recorded as a reduction to cost of inventories while rebates relating to
new vehicles purchased and sold during the reporting period are recorded as a reduction to cost of revenues. We
expect our content-related costs and others will continue to increase primarily due to our business growth. In addition,
as a result of our adoption of the 2011 Share Incentive Plan and the 2013 Share Incentive Plan, our content-related
costs and others in subsequent periods include share-based compensation expenses related to our editorial personnel.

Depreciation and Amortization Expenses. A substantial majority of our amortization expenses relate to the
amortization of intangibles including trademarks and customer relationships that we acquired in connection with the
acquisitions of Cheerbright, China Topside and Norstar in June 2008, shortly after the inception of our company.
Depreciation expenses are related to servers and other equipment that are directly related to our revenue-generating
business activities and leasehold improvements. We expect our amortization expenses will decrease after the end of
the estimated useful lives of certain intangible assets, while depreciation expenses will increase as we continue to
invest in our business.

Bandwidth and IDC Costs. Bandwidth and IDC costs consist of fees that we pay to telecommunication carriers and
other service providers for telecommunication services and for hosting our servers at their internet data centers, as
well as fees we pay to our content delivery network service provider for the distribution of our content. Our bandwidth
and IDC costs continued to increase in subsequent periods as our user traffic continued to increase and we required
more high quality bandwidth to support user traffic growth and improve our users experience.

VAT and Surcharges. After VAT reform in 2012, our advertising services and dealer subscription services were
subject to 6% VAT rate, and advertising services also subject to the cultural construction fee. Our dealer subscription
service was sold in the form of software products starting from October 2014 and subject to 17% VAT rate. Since
November 2014, Beijing Prbrownies Software Co., Ltd. was entitled to a 14% VAT refund on the total VAT payable
at the rate of 17% after the registration of its software resolutions with the relevant authority. Our direct sales of
vehicles were subject to 17% VAT rate. As a result of the above, our overall VAT and surcharges as a percentage of
our total net revenues was 8.9% in 2013, 9.0% in 2014 and decreased to 8.3% in 2015.

Operating Expenses

Our operating expenses consist of sales and marketing expenses, general and administrative expenses and product
development expenses. The following table sets forth our operating expenses in absolute amounts and as percentages
of our total net revenues for the years indicated:

For the Year Ended December 31,
2013 2014 2015
RMB % RMB %0 RMB US$ %
(in thousands, except percentages)
Operating expenses:
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Sales and marketing expenses(!)
General and administrative expenses(®)
Product development expenses®)

Total operating expenses
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245,228
82,529
81,651

409,408

20.2%
6.8
6.7

33.7%

64

559,070
129,751
158,395

847,216

26.2%
6.1
7.4

39.7%

1,127,484
193,655
273,908

1,595,047

174,054
29,895
42,284

246,233

32.6%
5.6
7.9

46.0%
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(1) Including share-based compensation expenses of RMB4.4 million for 2013, RMB14.6 million for 2014
and RMB36.6 million (US$5.6 million) for 2015, respectively.
(2) Including share-based compensation expenses of RMB11.7 million for 2013, RMB20.6 million for 2014 and
RMB40.1 million (US$6.2 million) for 2015, respectively.
(3) Including share-based compensation expenses of RMB3.0 million for 2013, RMB13.4 million for 2014
and RMB24.3 million (US$3.7 million) for 2015, respectively.
Sales and Marketing Expenses. Our sales and marketing expenses primarily consist of the marketing expenses
incurred in connection with promoting our brands through search engines, mobile platforms and navigation sites, sales
promotion activities and salaries and benefits and sales commissions for our sales and marketing personnel. Our sales
and marketing expenses also include office and travel-related expenses and business development expenses associated
with our sales and marketing activities. We expect that our sales and marketing expenses will continue to increase as
we increase traffic on our websites and mobile applications, enlarge our sales force to expand our coverage and
develop our transaction business initiatives to realize our value as a transaction platform.

General and Administrative Expenses. Our general and administrative expenses primarily consist of personnel-related
expenses for management and administrative personnel and professional service fees. We expect that our general and
administrative expenses will increase in the future as we expand our business.

Product Development Expenses. Our product development expenses primarily consist of personnel-related expenses
associated with the development of new technologies and products as well as enhancement of our websites. We expect
that our product development expenses will increase as we expand our business, develop new features and
functionalities and increase the accessibility of our websites, mobile applications and the transaction platform.

Taxation
Cayman Islands

We are incorporated in the Cayman Islands. Under the current laws of the Cayman Islands, we are not subject to
income or capital gains tax. In addition, dividend payments are not subject to withholding tax in the Cayman Islands.

British Virgin Islands

Cheerbright is a company incorporated in the British Virgin Islands. Under the current laws of the British Virgin
Islands, Cheerbright is not subject to income or capital gains tax. In addition, dividend payments are not subject to
withholding tax in the British Virgin Islands.

Hong Kong

Autohome HK, Autohome Media, Autohome E-commerce Hong Kong Limited, Autohome Link Hong Kong Limited
and Autohome Financing Hong Kong Limited are incorporated in Hong Kong. Companies incorporated and registered
in Hong Kong are subject to Hong Kong profits tax on the taxable income as reported in their respective statutory
financial statements adjusted in accordance with relevant Hong Kong tax laws. The applicable tax rate is 16.5% in
Hong Kong. For 2013, 2014 and 2015, we did not make any provisions for Hong Kong profit tax as there were no
assessable profits derived from or earned in Hong Kong during these periods. Under the Hong Kong tax law,
Autohome HK, Autohome Media, Autohome E-commerce Hong Kong Limited, Autohome Link Hong Kong Limited
and Autohome Financing Hong Kong Limited are exempted from income tax on their foreign-derived income and
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there are no withholding taxes in Hong Kong on remittance of dividends.
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PRC

Our PRC subsidiaries and VIEs are subject to PRC enterprise income tax, or EIT, on the taxable income in accordance
with the relevant PRC income tax laws.

Under the PRC Enterprise Income Tax Law and its implementation rules, both of which became effective on
January 1, 2008, a uniform 25% enterprise income tax rate is generally applicable to both foreign-invested enterprises
and domestic enterprises, unless they qualify for certain exceptions.

In 2010, Autohome WFOE was recognized as an HNTE, effective 2010 and was eligible for a 15% preferential
enterprise income tax rate effective from 2010 through 2012. The HNTE qualification is subject to an annual
evaluation and a three-year review by the relevant authorities in China. We have obtained renewal of the HNTE
qualification through 2015. However, should we lose this qualification for any reason, Autohome WFOE will no
longer enjoy the 15% preferential tax rate, and the applicable enterprise income tax rate may increase to up to 25%.
Beijing Autohome Technologies was recognized as an HNTE in July 2015 and therefore was eligible for the
preferential 15% enterprise income tax rate from 2015 to 2017 upon their filing with the relevant tax authority. Beijing
Prbrownies was recognized as an HNTE on February 29, 2016, qualifying it for the preferential 15% enterprise
income tax rate from 2015 to 2017 upon its filing with the relevant tax authority.

Our remaining PRC subsidiaries and all the VIEs were subject to EIT at a rate of 25% for 2013, 2014 and 2015.

Under the PRC Enterprise Income Tax Law, an enterprise established outside of the PRC with de facto management
bodies located within the PRC is considered a PRC resident enterprise and therefore will be subject to a 25% EIT on
its global income. The implementation rules define de facto management bodies as establishments that carry out
substantial and overall management and control over the manufacturing and business operations, personnel,
accounting, properties, etc. of an enterprise. In addition, according to the Notice Regarding the Determination of
Chinese-Controlled Offshore Incorporated Enterprises as PRC Tax Resident Enterprises on the Basis of De Facto
Management Bodies issued by State Administration of Taxation, or SAT Circular 82, on April 22, 2009, a
Chinese-controlled enterprise established outside of China is treated as a PRC resident enterprise with de facto
management bodies located in the PRC for tax purposes where all of the following requirements are satisfied: (a) the
senior management and core management departments in charge of its daily production or business operations are
located in the PRC; (b) its financial and human resource decisions are subject to determination or approval by persons
or bodies in the PRC; (c) its major assets, accounting books, company seals, and minutes and files of its board and
shareholders meetings are located or kept in the PRC; and (d) more than half of the enterprise s board members with
voting rights or senior management habitually reside in the PRC. Despite the uncertainties resulting from limited PRC
tax guidance on the issue, we do not believe that our legal entities organized outside of the PRC constitute PRC
resident enterprises under the PRC Enterprise Income Tax Law. However, if we are considered a PRC resident
enterprise and earn income other than dividends from our PRC subsidiaries, a 25% enterprise income tax on our
global income could significantly increase our tax burden and materially and adversely affect our cash flow and
profitability.

Further, the PRC Enterprise Income Tax Law and the implementation rules provide that an income tax rate of 10%
may be applicable to China-sourced income of foreign enterprises, such as dividends paid by PRC subsidiaries to their
overseas parent that is not a PRC resident enterprise, which (a) do not have an establishment or place of business in
the PRC or (b) have an establishment or place of business in the PRC but the relevant income is not effectively
connected with the establishment or place of business, unless there are applicable treaties that reduce such rate. The
implementation rules of the new PRC Enterprise Income Tax Law provide that (a) if the enterprise that distributes
dividends is domiciled in the PRC, or (b) if gains are realized from transferring equity interests of enterprises
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domiciled in the PRC, then such dividends or capital gains are treated as China-sourced income. It is not clear how
domicile may be interpreted under the PRC Enterprise Income Tax Law, and it may be interpreted as the jurisdiction

where the enterprise is a tax resident. Therefore, if we are considered as a PRC tax resident enterprise for tax

purposes, any dividends we pay to our overseas shareholders or ADS holders as well as gains realized by such

shareholders or ADS holders from the transfer of our shares or ADSs may be regarded as China-sourced income and

as a result become subject to PRC withholding tax at the rate of 10%, subject to reduction by an applicable treaty. See
Item 3. Key Information D. Risk Factors Risks Related to Doing Business in China Our global income and the

dividends that we may receive from our PRC subsidiaries, dividends distributed to our non-PRC shareholders and

ADS holders, and gains recognized by such shareholders or ADS holders, may be subject to PRC taxes under the

Enterprise Income Tax Law, which would have a material adverse effect on our results of operations.
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Critical Accounting Policies

We prepare our financial statements in conformity with U.S. GAAP, which requires us to make judgments, estimates
and assumptions that affect the reported amounts of assets and liabilities, disclosure of contingent assets and liabilities
at the end of each reporting period and the reported amount of revenue and expenses during each reporting period. We
evaluate these estimates and assumptions based on historical experience, knowledge and assessment of current
business and other conditions and expectations that we believe to be reasonable under the circumstances. Since the use
of estimates is an integral component of the financial reporting process, actual results could differ from these
estimates and assumptions.

Some of our accounting policies require higher degrees of judgment than others in their application. When reviewing
our consolidated financial statements, you should consider (a) our selection of critical accounting policies, (b) the
judgment and other uncertainties affecting the application of such policies and (c) the sensitivity of reported results to
changes in conditions and assumptions. For further information on our significant accounting policies, see Note 2 to
our consolidated financial statements for 2013, 2014 and 2015. We consider the policies discussed below to be critical
to an understanding of our consolidated financial statements as their application places significant demands on the
judgment of our management. We believe the following critical accounting policies are the most significant to the
presentation of our financial statements and some of which may require the most difficult, subjective and complex
judgments. They should be read in conjunction with our consolidated financial statements, the risks and uncertainties
of which are described under Item 3. Key Information D. Risk Factors and other disclosures included in this annual
report.

Revenue Recognition

Our revenue is primarily derived from online advertising and dealer subscription services. Revenue is recognized only
when the price is fixed or determinable, persuasive evidence of an arrangement exists, the service is performed and
collectability of the related fee is reasonably assured based on the guidance in ASC 605, Revenue Recognition.

Contracts are signed to establish significant terms such as the price and online advertising services to be provided. We
consider the price for our services to be fixed and determinable when we and our customers have signed the contracts.
We assess the creditworthiness of our customers prior to signing the contracts to ensure collectability is reasonably
assured. Payments received before all of the relevant criteria for revenue recognition are satisfied are recorded as
deferred revenue.

Advertising services

We provide online advertising services to automakers, dealers and agency companies that represent automakers and
automobile dealers. The majority of our online advertising service arrangements involve multiple deliverables such as
banner advertisements, links and logos, other media insertions and promotional activities that are delivered over
different periods of time. Multiple contracts with the same customers are accounted for as separate arrangements if the
contracts are not linked together in a single transaction. Historically, we have not entered into multiple contracts with
the same counterparty that should be combined and accounted for as a single arrangement.

In determining our best estimated selling price for each deliverable, we considered our overall pricing model and
objectives, as well as market or competitive conditions that may impact the price at which we would transact if the
deliverable were sold regularly on a standalone basis. We monitor the conditions that affect our determination of
selling price for each deliverable and reassess such estimates periodically. Revenue is recognized ratably when the
advertisements are published over the stated display period in the case of websites or when the services have been
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rendered in the case of promotional activities. The amount recognized is limited to the amount that is not contingent
upon the delivery of additional deliverables or meeting other specified performance conditions.
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New vehicle transaction business

The new vehicle transaction business launched in 2015 primarily includes direct vehicle sales and commission-based
services to facilitate transactions on the Autohome Mall platform. For direct vehicle sales, we recognize revenue on a
gross basis as we act as the principal, we are the primary obligor of the sales arrangements and are subject to inventory
risk. Revenue from direct vehicle sales is recognized when a sales contract has been executed and the vehicle has been
delivered. Under the commission-based service arrangements, the Company earns commission for the new vehicle
transactions facilitated through our Autohome Mall platform. Commission revenue is recognized after the vehicles are
delivered to customers. For the year ended December 31, 2015, the revenues from new vehicle transaction business
accounted for 5.2% of our consolidated net revenues and therefore, were not separately disclosed as a separate line
item but included in advertising services in the consolidated statements of comprehensive income.

Dealer subscription services

We provide subscription services to automakers, dealers and agency companies that represent automakers and
automobile dealers. We make available throughout the subscription period a webpage linked to our websites and
mobile applications where the dealers can publish information such as the pricing of their products, locations and
addresses and other related information. Revenue is recognized ratably as services are provided over the subscription
period.

Rebates and cash incentives provided to customers

We provide rebates to agency companies based on cumulative annual advertising and service volume or surrounding
occasional activities. We estimate our obligations under such agreements based on an evaluation of the likelihood of
the agency companies achievement of the advertising and service volume targets, giving consideration to the actual
activity during the incentive period and, as appropriate, evaluation of the agency companies purchase trends and
history.

We also provide cash incentives to automakers and automobile dealers who participated in various incentive programs
on our online transaction platform. The cash incentives are accounted for as a reduction of revenue in accordance with
ASC 605-50, Revenue Recognition: Customer Payments and Incentives .

Therefore, rebates and cash incentives are recorded as a reduction of revenue in the period revenue is recognized in
the consolidated financial statements. We have estimated and recorded rebates and cash incentives to agency
companies, dealers and automakers cumulatively amounting to RMB231.1 million, RMB395.2 million and
RMB578.5 million (US$89.3 million) for 2013, 2014 and 2015, respectively.

Income taxes

We account for income taxes using the liability method. Under this method, deferred tax assets and liabilities are
determined based on the difference between the financial reporting and tax bases of assets and liabilities using enacted
tax rates that will be in effect in the period in which the differences are expected to reverse. We record a valuation
allowance against deferred tax assets if, based on the weight of available evidence, it is more-likely-than-not that some
portion, or all, of the deferred tax assets will not be realized. The effect of a change in tax rates on deferred taxes is
recognized in income in the period that includes the enactment date.

We apply ASC 740, Accounting for Income Taxes, to account for uncertainty in income taxes. ASC 740 prescribes a
recognition threshold a tax position is required to meet before being recognized in the financial statements. We have
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recorded unrecognized tax benefits in the other liabilities line item in the accompanying consolidated balance sheets.
We have elected to classify interest and penalties related to unrecognized tax benefits, if and when required, as part of
income tax expense, in the consolidated statements of comprehensive income.

Our estimated liability for unrecognized tax benefits and the related interest and penalties are periodically assessed for
adequacy and may be affected by changing interpretations of laws, rulings by tax authorities, changes and/or
developments with respect to tax audits, and expiration of the statute of limitations. The actual benefits ultimately
realized may differ from our estimates. As each audit is concluded, adjustments, if any, are recorded in our
consolidated financial statements. Additionally, in future periods, changes in facts and circumstances, and new
information may require us to adjust the recognition and measurement estimates with regard to individual tax
positions. Changes in recognition and measurement estimates are recognized in the period in which they occur.
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Accounts Receivable and Allowance for Doubtful Accounts

Accounts receivable are carried at net realizable value. An allowance for doubtful accounts is recorded in the period
when a loss is probable based on an assessment of specific evidence indicating troubled collection, historical
experience, accounts aging and other factors. An accounts receivable balance is written off after all collection efforts
have ceased.

Inventories

Inventories consist of new vehicles held for sale, stated at the lower of cost or market value using the specific
identification method. Amounts are removed from inventories using the specific identification method. Our purchase
arrangements with certain automakers entitle us to receive a specified amount of cash rebates if certain conditions are
met during the stated rebate periods. We account for these rebates in accordance with ASC sub-topic 605-50, Revenue
Recognition: Customer Payments and Incentives. Rebates relating to new vehicles purchased but still held by us as of
the balance sheet date are recorded as a reduction to cost of inventories while rebates relating to new vehicles
purchased and sold during the reporting period are recorded as a reduction to cost of revenues.

Goodwill

Our goodwill is related to the acquisition of Cheerbright, China Topside, and Norstar, representing the excess of the
purchase price over the amounts assigned to the fair value of the assets acquired and the liabilities assumed. In
accordance with ASC 350, Goodwill and Other Intangible Assets, recorded goodwill amounts are not amortized, but
rather are tested for impairment annually, or more frequently if there are indicators of impairment present.

Goodwill is tested for impairment at the reporting unit level on an annual basis (December 31 for the Company) and
between annual tests if an event occurs or circumstances change that would more-likely-than-not reduce the fair value
of a reporting unit below its carrying value. These events or circumstances include a significant change in our stock
prices, business environment, legal factors, financial performances, competition, or events affecting our reporting unit.
Application of the goodwill impairment test requires judgment, including the identification of reporting units,
assignment of assets and liabilities to reporting units, assignment of goodwill to reporting units, and determination of
the fair value of each reporting unit. The estimation of fair value of a reporting unit using a discounted cash flow
methodology also requires significant judgments, including estimation of future cash flows, which is dependent on
internal forecasts, estimation of the long-term rate of growth for our business, estimation of the useful life over which
cash flows will occur, and determination of our weighted average cost of capital. The estimates used to calculate the
fair value of a reporting unit change from year to year based on operating results and market conditions. Changes in
these estimates and assumptions could materially affect the determination of fair value and goodwill impairment for
the reporting unit.

We have the option to first assess qualitative factors to determine whether it is necessary to perform the two-step test
in accordance with ASU No. 2011-08, or ASU 2011-08, Testing Goodwill for Impairment. Determining the reporting
units of the Company begins at the operating segment level, and we concluded that we have one reporting unit as of
December 31, 2013, 2014 and 2015. We evaluated all relevant factors, weighed all factors in their entirety and
concluded that it was not more-likely-than-not the fair value was less than the carrying amount of the reporting unit,
and further impairment testing on goodwill was unnecessary as of December 31, 2015. No impairment loss was
recorded for any of the years presented.

If we reorganize our reporting structure in a manner that changes the composition of one or more of our reporting
units, goodwill will be reassigned based on the relative fair value of each of the affected reporting units.
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Share-based Compensation

We account for share-based awards granted to employees under ASC 718, Compensation Stock Compensation, which
requires that share-based awards granted to employees be measured based on the grant date fair value and recognized
as compensation expense over the requisite service period (which is generally the vesting period) in the consolidated
statements of comprehensive income. We have elected to recognize compensation expense using the straight-line
method for all share-based awards granted with service conditions that have a graded vesting schedule. ASC 718
requires forfeitures to be estimated at the time of grant and revised, if necessary, in subsequent periods if actual
forfeitures differ from initial estimates.

Forfeiture rates are estimated based on historical and future expectations of employee turnover rates and are adjusted
to reflect future changes in circumstances and facts, if any. Share-based compensation expense is recorded net of
estimated forfeitures such that expense is recorded only for those share-based awards that are expected to vest. To the
extent we revise these estimates in the future, the share-based payments could be materially impacted in the period of
revision, as well as in following periods. We, with the assistance of an independent third-party valuation firm,
determined the fair value of the stock options granted to employees. The binomial option pricing model was applied in
determining the estimated fair value of the options granted to employees. Subsequent to our initial public offering, fair
value of the ordinary shares will be the price of our publicly traded shares.

Results of Operations

The following table presents our results of operations in absolute amounts and as a percentage of our total net
revenues for the years indicated.

For the Year Ended December 31,
2013 2014 2015
RMB % RMB % RMB US$ %
(in thousands, except percentages)
Net revenues

Advertising services 894,937 73.6% 1,499,516 70.3% 2,400,023 370,500 69.3%
Dealer subscription services 321,611 26.4 633,433 29.7 1,063,952 164,246 30.7
Total net revenues 1,216,548  100.0 2,132,949  100.0 3,463,975 534,746  100.0
Cost of revenues(!) (252,236)  (20.7) (381,498) (17.9) (669,121) (103,294) (19.3)
Gross Profit 964,312 79.3 1,751,451 82.1 2,794,854 431,452 80.7

Operating expenses
Sales and marketing

expenses) (245,228) (20.2) (559,070) (26.2) (1,127,484) (174,054) (32.6)
General and administrative

expenses) (82,529) (6.8) (129,751) (6.1) (193,655) (29,895) (5.6)
Product development

expenses) (81,651) 6.7) (158,395) (7.4) (273,908) (42,284) (7.9)
Operating profit 554,904 45.6 904,235 42.4 1,199,807 185,219 34.6
Interest income 11,082 09 34,682 1.6 63,218 9,759 1.8
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Interest expense

Earnings from equity method
investments

Other income, net

Income before income taxes
Income tax expense

Net income
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(414)

2,884

568,456
(112,294)

456,162

(0.0)
102
0.2 2,544 0.1 13,064
46.7 941,461 44.1 1,276,191
9.2) (192,781) 9.0) (285,542)
37.5% 748,680 35.1% 990,649
70

16
2,017

197,011
(44,080)

152,931

0.0
0.4

36.8
8.2)

28.6%
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(1) Including share-based compensation expenses as follows:

For the Year Ended December 31,
2013 2014 2015
RMB % RMB % RMB US$ %
(in thousands, except percentages)
Allocation of Share-Based Compensation

Expenses

Cost of revenues 6,534 05% 8,048 0.4% 6,939 1,071  0.2%
Sales and marketing expenses 4375 04 14,644 0.7 36,584 5,648 1.1
General and administrative expenses 11,738 1.0 20,557 1.0 40,142 6,197 1.1
Product development expenses 2961 0.2 13,417 0.6 24,280 3,748 0.7
Total share-based compensation expenses 25,608 2.1% 56,666 2.7% 107,945 16,664 3.1%

Year Ended December 31, 2015 Compared to Year Ended December 31, 2014

Net Revenues. Our net revenues increased by 62.4% from RMB2,132.9 million in 2014 to RMB3,464.0 million
(US$534.7 million) in 2015. This increase was due to increases in both our advertising services revenues and our
dealer subscription services revenues.

Advertising services. Our advertising services revenues increased by 60.1% from RMB1,499.5 million in 2014 to
RMB2,400.0 million (US$370.5 million) in 2015. This increase was due to our increased revenues from both
automaker advertisers and dealer advertisers, of which transaction business contributed a new growth driver as part of
the dealer advertising revenues. Revenues from our automaker advertisers and dealer advertisers accounted for 65.7%
and 34.3%, respectively, of our total advertising services revenues in 2015. Revenues from our automaker advertisers
and dealer advertisers accounted for 70.6% and 29.4%, respectively, of our total advertising services revenues in
2014. In 2013, 2014 and 2015, 75, 85 and 87 automakers operating in China used our advertising services,
respectively. In 2014 and 2015, dealers involving over 100 brands used our advertising services, which include the
regional marketing campaigns conducted by certain automobile brands regional offices.

The increase in revenues from our automaker advertisers was attributable to a 45.7% increase in average revenues per
automaker advertiser from RMB12.4 million in 2014 to RMB18.1 million (US$2.8 million) in 2015, as automakers
continued to allocate more of their advertising budgets to Autohome s online advertising channels. The increase in
dealer advertising services revenues was mainly due to (i) the Company s new vehicle transaction business, which is
primarily composed of direct vehicle sales and commission-based services facilitating transactions through our
platform; and (ii) the increase in the volume of pure advertising purchased by the Company s growing base of paying
dealers to drive better performance. For the year ended December 31, 2015, the revenue from new vehicle transaction
business accounted for 7.5% of our total advertising services revenues. If we exclude this, the average revenue per
vehicle brand of dealer advertiser increased by 45.4% from RMB4.1 million in 2014 to RMB6.0 million (US$0.9
million) in 2015.

Dealer subscription services. Dealer subscription services revenues increased by 68.0% from RMB633.4 million in
2014 to RMB1,064.0 million (US$164.2 million) in 2015. The increase in dealer subscription services revenues was

mainly driven by (i) a 22.1% year-over-year increase in the number of paying dealers, which in turn was a result of
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Autohome s expansion into new geographic markets, especially within China s growing tier 3 and 4 cities, as well as
deeper penetration into existing markets; and (ii) a 37.6% increase in average revenue per paying subscriber from
RMB35.6 thousand in 2014 to RMB49.0 thousand in 2015, and rates for dealer subscription services as dealers
continue to allocate a greater portion of their budgets to the Company s subscription services. The Company sold
dealer subscription services to 21,705 dealers in 2015, compared with 17,779 dealers in 2014.

Cost of Revenues. Our cost of revenues increased by 75.4% from RMB381.5 million in 2014 to RMB669.1 million
(US$103.3 million) in 2015, primarily due to increases in content-related costs and others, and VAT and surcharges.
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Content-related Costs and Others. Our content-related costs and others increased by 133.1% from RMB127.9 million
in 2014 to RMB298.2 million (US$46.0 million) in 2015, primarily due to new vehicle transaction business costs and
salaries and benefits of our editorial personnel. Our content-related costs included share-based compensation
expenses, which decreased from RMBS8.0 million in 2014 to RMB6.9 million (US$1.1 million) in 2015.

Depreciation and Amortization Expenses. Our depreciation and amortization expenses increased by 36.1% from
RMB31.7 million in 2014 to RMB43.2 million (US$6.7 million) in 2015, primarily due to an increase in depreciation
expenses related to servers purchased and leasehold improvement along with business expansion, partially offset by a
decrease in amortization of acquired intangible assets, including domain names and licensing agreement.

Bandwidth and IDC Costs. Our bandwidth and IDC costs increased by 26.6% from RMB30.7 million in 2014 to
RMB38.9 million (US$6.0 million) in 2015, primarily due to increased bandwidth and IDC requirements to fulfill the
growth of our user traffic and new business.

VAT and Surcharges. VAT and related surcharges increased by 51.1% from RMB191.2 million for 2014 to
RMB288.9 million (US$44.6 million) for 2015, as a result of increased revenues.

Operating Expenses. Our operating expenses increased by 88.3% from RMB847.2 million in 2014 to RMB1,595.0
million (US$246.2 million) in 2015, primarily due to increases in sales and marketing expenses, product development
expenses and general and administrative expenses as the Company has been reinvesting for future growth
opportunities. As a percentage of net revenues, operating expenses increased from 39.7% in 2014 to 46.0% in 2015.

Sales and Marketing Expenses. Our sales and marketing expenses increased by 101.7% from RMBS559.1million in
2014 to RMB1,127.5 million (US$174.1 million) in 2015. This increase was primarily due to (i) an increase in
marketing expenses in connection with the promotion of the Company s brands through search engines, mobile
platforms and navigation sites, a 10-year anniversary campaign, and offline promotional activities such as a
nationwide group-buy campaign and (ii) an increase in salaries and benefits due to an increase in sales and marketing
headcount, which is in line with the Company s rapid growth. As a percentage of net revenues, sales and marketing
expenses increased from 26.2% in 2014 to 32.6% in 2015. Our sales and marketing expenses in 2015 included
share-based compensation expenses of RMB36.6 million (US$5.6 million), compared to RMB14.6 million in 2014.

General and Administrative Expenses. Our general and administrative expenses increased by 49.3% from RMB129.8
million in 2014 to RMB193.7 million (US$29.9 million) in 2015. This increase was primarily attributable to an
increase in salaries and benefits as a result of the growth in general and administrative headcount, which is in line with
the Company s rapid growth. As a percentage of net revenues, general and administrative expenses decreased from
6.1% in 2014 to 5.6% in 2015. Our general and administrative expenses for 2015 included share-based compensa
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