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SUBJECT TO COMPLETION, DATED MARCH 8, 2024

PRELIMINARY PROSPECTUS
Lotus Technology Inc.

15,037,030 AMERICAN DEPOSITARY SHARES UNDERLYING
WARRANTS,
680,957,495 AMERICAN DEPOSITARY SHARES AND
5,486,784 WARRANTS TO PURCHASE ORDINARY SHARES

This prospectus relates to the issuance by us of up to 15,037,030 American depositary shares (“ADSs”) of LTC, each
representing one ordinary share, par value US$0.00001 per share (“Ordinary Share”) of LTC including (i) 9,550,246
ADS:s issuable upon the exercise of warrants to purchase Ordinary Shares in the form of ADSs at an exercise price
of US$11.50 per share, which were issued on February 22, 2024 (the “Closing Date™) in exchange for the public
warrants (the “LCAA Public Warrants™) of L Catterton Asia Acquisition Corp (“LCAA”) that were issued in the
initial public offering of LCAA (the “Public Warrants”); and (ii) 5,486,784 ADSs issuable upon the exercise of
warrants to purchase Ordinary Shares in the form of ADSs at an exercise price of US$11.50 per share, which were
issued to LCAA Acquisition Sponsor LLC (the “Sponsor”) on the Closing Date in exchange for the private
placement warrants (the “LCAA Private Warrants,” and collectively with the LCAA Public Warrants, the “LCAA

Warrants”) purchased by the Sponsor for a total consideration of US$8,230,176 in a private placement concurrent
with the initial public offering of LCAA at a price of US$1.50 per warrant (the “Sponsor Warrants,” and collectively
with the Public Warrants, the “Warrants”).

This prospectus also relates to the potential offer and sale from time to time by the selling securityholders
named in this prospectus or their pledgees, donees, transferees, assignees or other successors in interest (that receive
any of the securities as a gift, distribution, or other non-sale related transfer) (collectively, the “Selling
Securityholders”) of up to (A) 680,957,495 ADSs, which include ADS underlying (i) 542,850,129 Class A Ordinary
Shares beneficially owned by Lotus Advanced Technology Limited Partnership, Lotus Technology International
Investment Limited, ETIKA AUTOMOTIVE SDN. BHD., LOTUS GROUP INTERNATIONAL LIMITED,
MISSION PURPLE L.P., SCC Growth V Holdco B, Ltd., Mission Bloom Limited, SKYMACRO RESOURCES
LIMITED, HUBEI CHANGJIANG JINGKAI AUTOMOBILE INDUSTRY INVESTMENT FUND
PARTNERSHIP (LIMITED PARTNERSHIP) (“Jingkai Fund”), Northpole GLY 3 LP, Hangzhou Fuyang
Investment Development Co., Ltd. and Ningbo Shangchuang Equity Investment Partnership (Limited Partnership)
(the “Legacy Shares”), which were originally acquired at a price of approximately (after accounting for the
Recapitalization Factor (as defined below)) US$0.6 to US$6.6 per share prior to the Closing Date; (ii) 7,162,718
Ordinary Shares issued to the Sponsor, and LCAA’s independent directors (Mr. Sanford Martin Litvack, Mr. Frank
N. Newman and Mr. Anish Melwani) on the Closing Date in exchange for the LCAA Class B Ordinary Shares,
which were purchased by the Sponsor at a price of approximately US$0.003 per share and by the independent
directors at a price of US$0.001 per share (the “Sponsor Shares™); (iii) 5,486,784 Ordinary Shares issuable upon the
exercise of the Sponsor Warrants; (iv) 122,446,496 Ordinary Shares (“PIPE Shares™) issued on the Closing Date to
certain investors (which include LTC’s then existing shareholders, collectively, the “PIPE Investors™) pursuant to
certain subscription agreements entered into in connection with the Business Combination (as defined below) at a
price of US$10.00 per share; and (v) 3,011,368 Ordinary Shares (“CB Shares”) issued to certain investors (the “CB
Investors”) pursuant to certain convertible note purchase agreements entered into in connection with the Business
Combination at a conversion price of US$10.00 per share, and (B) 5,486,784 Warrants. These securities are being
registered to satisfy certain registration rights we have granted to permit the Selling Securityholders to sell securities
from time to time, in amounts, at prices and on terms determined at the time of offering. The Selling Securityholders
may offer, sell or distribute all or a portion of these securities from time to time through public or private
transactions, at either prevailing market prices or at privately negotiated prices. The Selling Securityholders may sell
these securities through ordinary brokerage transactions, in underwritten offerings, directly to market makers of our
securities or through any other means described in the section entitled “Plan of Distribution” herein. In connection
with any sales of securities offered hereunder, the Selling Securityholders, any underwriters, agents, brokers or
dealers participating in such sales may be deemed to be “underwriters” within the meaning of the Securities Act of
1933, as amended, or the “Securities Act.”

The information in this preliminary prospectus is not complete and may be changed. These securities may not be sold until the registratiol
and Exchange Commission, or “SEC,” is effective. This preliminary prospectus is not an offer to sell nor does it seek an offer to buy thes«
offer or sale is not permitted.
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The ADSs and Warrants are listed on the Nasdaq Stock Market LLC, or “Nasdaq,” under the trading symbols
“LOT” and “LOTWW,” respectively. On February 27, 2024, the closing price for the ADSs on Nasdaq was
US$11.30. On February 27, 2024, the closing price for the Warrants on Nasdaq was US$0.85.

The securities registered herein are identified in this prospectus as the “Registered Securities.” In connection
with the Business Combination, holders of 20,518,519 LCAA Public Shares exercised their right to redeem their
shares for cash at a redemption price of US$10.86 per share, for an aggregate redemption amount of
US$222.8 million, representing approximately 94.2% of the total LCAA Class A Ordinary Shares then outstanding.
Subject to the lock-up restrictions described in this prospectus under the section titled “Plan of Distribution,” the
Selling Securityholders can sell, under this prospectus, up to (i) 680,957,495 Ordinary Shares constituting (on a
post-exercise basis) approximately 99.2% of the total issued and outstanding Ordinary Shares (assuming the
exercise of all outstanding Warrants), and (ii) 5,486,784 Warrants, representing approximately 36.5% of our
outstanding Warrants, as of the date of this prospectus. Sales of a substantial number of Registered Securities, or the
perception that those sales might occur, could result in a significant decline in the public trading price of our
securities and could impair our ability to raise capital through the sale or issuance of additional equity securities. We
are unable to predict the effect that such sales may have on the prevailing market price of our securities. Despite
such a decline in the public trading price, certain Selling Securityholders may still experience a positive rate of
return on the Registered Securities due to the lower price at which they acquired the Registered Securities compared
to other public investors and may be incentivized to sell the ADSs or Warrants when others are not. For example,
based on the closing price of the ADSs and Warrants as referenced above, the LCAA Founder Shareholders may
experience a potential profit of up to US$11.3 per share, holders of the Legacy Shares may experience a potential
profit up to US$10.7 per share; the PIPE Investors may experience a potential profit on the PIPE Shares if the price
of the Ordinary Shares exceeds US$10.00 per share; the CB Investors may experience a potential profit on the CB
Shares if the price of the Ordinary Shares exceeds US$10.00 per share; and the Sponsor may experience a potential
profit on the Sponsor Warrants if the price of the Ordinary Shares exceeds US$11.50 per share. Public investors may
not experience a similar rate of return on the securities they purchase due to differences in the purchase prices that
they paid and the current trading price.

We will not receive any proceeds from any sale of the Registered Securities by the Selling Securityholders. We
will receive proceeds from the exercise of Warrants if the Warrants are exercised for cash. The likelihood that
warrant holders will exercise the Warrants and any cash proceeds that we would receive are dependent upon the
market price of the ADSs, among other things. If the market price for the ADSs is less than US$11.50 per share, we
believe warrant holders will be unlikely to exercise their Warrants. There is no assurance that the Warrants will be
“in the money” prior to their expiration or that the warrant holders will exercise their Warrants. Holders of the
Sponsor Warrants have the option to exercise the Sponsor Warrants on a cashless basis in accordance with the
Warrant Agreement. To the extent that any Warrants are exercised on a cashless basis, the amount of cash we would
receive from the exercise of the Warrants will decrease. We will pay the expenses associated with registering the
sales by the Selling Securityholders, as described in more details in the section titled “Use of Proceeds” appearing
elsewhere in this prospectus.

We are an “emerging growth company” as defined in the Jumpstart Our Business Startups Act of 2012 (“JOBS
Act”) and are therefore eligible to take advantage of certain reduced reporting requirements otherwise applicable to
other public companies. See “Prospectus Summary — Implications of Being an Emerging Growth Company.”

We are also a “foreign private issuer,” as defined in the Securities Exchange Act of 1934, as amended (the
“Exchange Act”) and are exempt from certain rules under the Exchange Act that impose certain disclosure
obligations and procedural requirements for proxy solicitations under Section 14 of the Exchange Act. In addition,
our officers, directors and principal shareholders are exempt from the reporting and “short-swing” profit recovery
provisions under Section 16 of the Exchange Act. Moreover, we are not required to file periodic reports and
financial statements with the SEC as frequently or as promptly as U.S. companies whose securities are registered
under the Exchange Act. See “Prospectus Summary — Implications of Being a Foreign Private Issuer.”

In addition, as of the date of this prospectus, Mr. Shufu Li beneficially owns more than 50% of the total voting
power of our issued and outstanding Ordinary Shares. As a result, we qualify as a “controlled company” within the
meaning of Nasdaq’s corporate governance standards and have the option not to comply with certain requirements to
which companies that are not controlled companies are subject, including the requirement that a majority of our
board of directors shall consist of independent directors and the requirement that our nominating and corporate
governance committee and compensation committee shall be composed entirely of independent directors.

The information in this preliminary prospectus is not complete and may be changed. These securities may not be sold until the registratiol
and Exchange Commission, or “SEC,” is effective. This preliminary prospectus is not an offer to sell nor does it seek an offer to buy thes«
offer or sale is not permitted.
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Lotus Technology Inc. (“LTC”) is not an operating company but a Cayman Islands holding company. We
conduct our operations through our subsidiaries in China and Europe and our operations in mainland China are
currently conducted by our mainland China subsidiaries. The securities registered herein are securities of LTC, not
those of its operating subsidiaries. Therefore, investors in LTC are not acquiring equity interest in any operating
company but instead are acquiring interest in a Cayman Islands holding company. Historically, LTC relied on
contractual arrangements among Wuhan Lotus Technology Limited Company Ltd. (the “WFOE”), Wuhan Lotus E-
commerce Co., Ltd., the former variable interest entity (the “former VIE”) and its nominee shareholders to direct the
business operations of the former VIE and its subsidiaries. Since early 2023, we have been implementing a series of
transactions to restructure our organization and business operations (the “Restructuring”). In connection with the
Restructuring, the WFOE, the former VIE and nominee equity holders of the former VIE entered into a series of
agreements (the “VIE Restructuring Agreements”), pursuant to which the WFOE acquired 100% equity interest in
the former VIE’s subsidiaries. As of the date of this prospectus, our operations in mainland China are conducted by
our mainland China subsidiaries and we do not have any VIE structure.

The holding company structure involves unique risks to investors. As a holding company, LTC may rely on
dividends from its subsidiaries for cash requirements, including any payment of dividends to its shareholders. The
ability of subsidiaries of LTC to pay dividends or make distributions to LTC may be restricted by laws and
regulations applicable to them or the debt they incur on their own behalf or the instruments governing their debt. In
addition, PRC regulatory authorities could disallow this holding company structure and limit or hinder LTC’s ability
to conduct its business through, receive dividends or distributions from, or transfer funds to, the operating
companies or list on a U.S. or other foreign exchange, which could result in a material adverse change in LTC’s
operations and cause the value of the securities of LTC to significantly decline. See “Prospectus Summary — Our
Corporate History and Structure.” Our board of directors has complete discretion on whether to distribute dividends
subject to our memorandum and articles of association and certain restrictions under Cayman Islands law. In
addition, our shareholders may, by ordinary resolution, declare dividends, but no dividend shall exceed the amount
recommended by our board of directors. Under Cayman Islands law, a Cayman Islands company may pay a
dividend out of either profit or share premium account, provided that in no circumstances may a dividend be paid if
this would result in the company being unable to pay its debts as they fall due in the ordinary course of business.
The decision to distribute dividends is based on several factors, including our financial performance, growth
prospects, and liquidity requirements. To date, no cash dividend or distributions have been made by the subsidiaries
of LTC to LTC. For further details of cash and asset flows among LTC, its subsidiaries and the former VIE, see
“Prospectus Summary — Cash and Asset Flows through Our Organization.” We have established cash management
policies to direct how funds are transferred among LTC and its subsidiaries to ensure the efficient and compliant
handling of funds. These policies dictate that, each cash transfer shall (i) go through approval processes, ensuring
that only authorized personnel are involved in the transaction, (ii) be properly recorded to facilitate audits and
financial reviews, and (iii) be in compliance with all applicable laws and regulations, including anti-money
laundering (AML) and know-your-customer (KYC) requirements. Unless otherwise stated or unless the context
otherwise requires, references in this prospectus to (i) “LTC” are to Lotus Technology Inc., and (ii) “Lotus Tech,”
“we,” “us,” “our company,” and “our” are to LTC and its subsidiaries. Unless otherwise specified, in the context of
describing our business and operations in China, we are referring to the business and operations conducted by our
PRC subsidiaries, and for the periods ended prior to the Restructuring, also the former VIE and its subsidiaries.

We face various risks and uncertainties relating to doing business in China. We have substantial business
operations in mainland China, and we are subject to complex and evolving laws and regulations of mainland China.
For example, we face risks associated with regulatory approvals on overseas offerings, anti-monopoly regulatory
actions, and oversight on cybersecurity, data security and data privacy which may impact our ability to conduct
certain businesses, accept foreign investments, or list and conduct offerings on a United States or other foreign
exchange. The PRC government’s significant authority in regulating our operations and the PRC government’s
oversight and control over offerings conducted overseas by, and foreign investment in, China-based issuers could
result in a material adverse change in our operations and the value of our securities, significantly limit or completely
hinder our ability to continue to offer securities to investors, or cause the value of such securities to significantly
decline. For a detailed description of risks relating to doing business in China, see “Risk Factors — Risks Relating to
Doing Business in China.”

Our securities will be prohibited from trading on a national securities exchange or in the over-the-counter
trading market in the United States under the Holding Foreign Companies Accountable Act (“HFCAA”) if the
Securities and Exchange Commission (the “SEC”) determines that we have filed audit reports issued by a registered
public accounting firm that has not been subject to inspections by the Public Company Accounting

The information in this preliminary prospectus is not complete and may be changed. These securities may not be sold until the registratiol
and Exchange Commission, or “SEC,” is effective. This preliminary prospectus is not an offer to sell nor does it seek an offer to buy thes«
offer or sale is not permitted.
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Oversight Board (the “PCAOB”) for two consecutive years. On December 16, 2021, the PCAOB issued a report to
notify the SEC of its determination that the PCAOB was unable to inspect or investigate completely registered
public accounting firms headquartered in mainland China and Hong Kong and our auditor was subject to this
determination. On December 15, 2022, the PCAOB issued a report that vacated its December 16, 2021
determination and removed the mainland China and Hong Kong from the list of jurisdictions where it is unable to
inspect or investigate completely registered public accounting firms. For this reason, we do not expect to be
identified as a Commission-Identified Issuer under the HFCAA after we file an annual report on Form 20-F for the
year ended December 31, 2023. Each year, the PCAOB will determine whether it can inspect and investigate
completely audit firms in the mainland China and Hong Kong, among other jurisdictions. If PCAOB determines in
the future that it no longer has full access to inspect and investigate completely accounting firms in mainland China
and Hong Kong and we continue to use an accounting firm headquartered in one of these jurisdictions to issue an
audit report on our financial statements filed with the Securities and Exchange Commission, we would be identified
as a Commission-Identified Issuer following the filing of the annual report on Form 20-F for the relevant fiscal year.
There can be no assurance that we would not be identified as a Commission-Identified Issuer for any future fiscal
year, and if we were so identified for two consecutive years, we would become subject to the prohibition on trading
under the HFCAA. For more details, see “Risk Factors — Risks Relating to Doing Business in China — The
PCAOB had historically been unable to inspect our auditor in relation to their audit work” and “Risk Factors —
Risks Relating to Doing Business in China — Our securities may be prohibited from trading in the United States
under the Holding Foreign Companies Accountable Act, or the HFCAA, if the PCAOB is unable to inspect or
investigate completely auditors located in China. The delisting of our securities, or the threat of their being delisted,
may materially and adversely affect the value of your investment.”

Investing in our securities involves a high degree of risk. See “Risk Factors” beginning on page 20 of this
prospectus and other risk factors contained in the documents incorporated by reference herein for a
discussion of information that should be considered in connection with an investment in our securities.

Neither the U.S. Securities and Exchange Commission nor any other regulatory body has approved or
disapproved of these securities or determined if this prospectus is truthful or complete. Any representation to
the contrary is a criminal offense.

PROSPECTUS DATED ,2024

The information in this preliminary prospectus is not complete and may be changed. These securities may not be sold until the registratiol
and Exchange Commission, or “SEC,” is effective. This preliminary prospectus is not an offer to sell nor does it seek an offer to buy thes«
offer or sale is not permitted.
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ABOUT THIS PROSPECTUS

You should rely only on the information contained or incorporated by reference in this prospectus or any
supplement. Neither we nor any of the Selling Securityholders has authorized anyone to provide you with different
or additional information, other than that contained in this prospectus or in any free writing prospectus prepared by
or on behalf of us or to which we may have referred you, and neither we nor any of the Selling Securityholders takes
any responsibility for, or provide any assurance as to the reliability of, any other information that others may give
you. We may also provide a prospectus supplement or post-effective amendment to the registration statement to add
information to, or update or change information contained in, this prospectus. You should not assume that the
information in this prospectus or any supplement is accurate as of any date other than the date on the front of each
document. Our business, financial condition, results of operations and prospects may have changed since that date.
You should read both this prospectus and any applicable prospectus supplement or post-effective amendment to the
registration statement together with the additional information to which we refer you in the sections of this
prospectus entitled “Where You Can Find Additional Information.”

The securities offered by this prospectus are being offered only in jurisdictions where the offer is permitted. Neither
we nor any of the Selling Securityholders is making an offer to sell the Registered Securities in any jurisdiction
where the offer or sale thereof is not permitted, nor have we or the Selling Securityholders taken any action to permit
the possession or distribution of this prospectus in any jurisdiction other than the United States where action for that
purpose is required. Persons outside the United States who come into possession of this prospectus must inform
themselves about and observe any restrictions relating to the Registered Securities and the distribution of this
prospectus outside the United States.

References to “U.S. Dollars,” “USD,” “US$” and “$” in this prospectus are to United States dollars, the legal
currency of the United States. Discrepancies in any table between totals and sums of the amounts listed are due to
rounding. Certain amounts and percentages have been rounded; consequently, certain figures may add up to be more
or less than the total amount and certain percentages may add up to be more or less than 100% due to rounding.
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INDUSTRY AND MARKET DATA

Unless otherwise indicated, information contained in this prospectus concerning our industry and the regions in
which it operates, including our general expectations and market position, market size, market opportunity, market
share and other management estimates, is based on information obtained from industry publications and reports and
forecasts provided to us, including an independent market research carried out by Oliver Wyman. In some cases, we
do not expressly refer to the sources from which this information is derived. We have not commissioned any of the
industry publications or other reports generated by third-party providers that we refer to in this prospectus. This
information is subject to significant uncertainties and limitations and is based on assumptions and estimates that may
prove to be inaccurate. You are therefore cautioned not to give undue weight to this information.

While we believe that the market data, industry forecasts and similar information included in this prospectus are
generally reliable, such information is inherently imprecise. In addition, assumptions and estimates of our future
performance and growth objectives and the future performance of our industry and the markets in which we operate
are necessarily subject to a high degree of uncertainty and risk due to a variety of factors, including those discussed
under the headings “Risk factors,” “Forward-Looking Statements,” and “Management’s Discussion and Analysis of
Financial Condition and Results of Operation” in this prospectus.

il
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FORWARD-LOOKING STATEMENTS

This prospectus includes statements that express our opinions, expectations, beliefs, plans, objectives, assumptions
or projections regarding future events or future results of operations or financial condition and therefore are, or may
be deemed to be, “forward-looking statements.” These forward-looking statements include all matters that are not
historical facts and can generally be identified by the use of forward-looking terminology, including the terms
“believes,” “estimates,” “anticipates,” “expects,” “seeks,” “projects,” “intends,” “plans,” “is/are likely to,”
“potential,” “may,” “will” or “should” or, in each case, their negative or other variations or comparable terminology.
They appear in a number of places throughout this prospectus and include statements regarding our intentions,
beliefs or current expectations concerning, among other things, the benefits and synergies of the Business
Combination, including anticipated cost savings, results of operations, financial condition, liquidity, prospects,
growth, strategies, future market conditions or economic performance and developments in the capital and credit
markets and expected future financial performance, and the markets in which we operate.

» e » G »

Forward-looking statements involve a number of risks, uncertainties and assumptions, and actual results or events
may differ materially from those projected or implied in those statements. Important factors that could cause such
differences include, but are not limited to:

* our unproven ability to compete in the highly competitive automotive market;
« our reliance on a variety of arrangements with Geely Holding;
* our unproven ability to maintain and strengthen the “Lotus” brand;

» our limited operating history and unproven ability to develop, manufacture and deliver high quality
automobiles;

* our historical negative net cash flows from operations and its unproven ability to adequately control the
costs;

* our limited number of orders for Eletre and other vehicle models;

potential delays in the manufacturing and launch of our vehicles;

« the complexity, uncertainties and changes in global regulations on automotive as well as internet-related
businesses and companies, including regulations on homologations, safety, data protection and privacy,
automated driving, environmental protection, recall, distribution, government incentives, batteries
regulations, and end-of-life regulations;

» consumer’s demand and willingness to adopt luxury electric vehicles;

the rapidly evolving technology in automotive industry, and ongoing development and safety of intelligent
driving technology;

* cost increases, disruptions or shortage in supply of raw materials, semiconductor chips or other components,
and our dependence on suppliers;

 our unproven ability to expand physical sales network cost-efficiently;
* our unproven ability to perform in line with customer expectations;

« challenges in providing charging solutions;

business, regulatory, political, operational and financial risk in jurisdictions we operate; and

« other matters described in the section entitled “Risk factors” and “Management’s Discussion and Analysis of
Financial Condition and Results of Operation.”

We caution you against placing undue reliance on forward-looking statements, which reflect current expectations
and beliefs and are based on information available as of the date a forward-looking statement is made. Forward-
looking statements set forth herein speak only as of the date of this prospectus. We will not undertake any obligation
to update or revise any forward-looking statements, whether as a result of new information, future events or
otherwise, except as may be required under applicable securities laws. In the event that any forward-looking
statement is updated, no inference should be made that we will make additional
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updates with respect to that statement, related matters, or any other forward-looking statements. Any corrections or
revisions and other important assumptions and factors that could cause actual results to differ materially from
forward-looking statements, including discussions of significant risk factors, may appear in our public filings with
the SEC, which are or will be (as appropriate) accessible at www.sec.gov, and which you are advised to consult. For
additional information, please see the section entitled “Where You Can Find Additional Information.”

Market, ranking and industry data used throughout this prospectus, including statements regarding market size and
market potential, is based on the good faith estimates of our management, which in turn are based upon our
management’s review of internal surveys, independent industry surveys and publications and other third-party
research and publicly available information. These data involve a number of assumptions and limitations, and you
are cautioned not to give undue weight to such estimates. While we are not aware of any misstatements regarding
the industry data presented herein, our estimates involve risks and uncertainties and are subject to change based on
various factors, including those discussed under the heading “Risk factors” and “Management’s Discussion and
Analysis of Financial Condition and Results of Operation” of this prospectus.
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FREQUENTLY USED TERMS
“ADAS” means advanced driver-assistance system;
“ADRs” are to the American depositary receipts that may evidence the ADSs;
“ADSs” are to the American depositary shares, each of which represents one Ordinary Share;

“Amended Articles” means the sixth amended and restated memorandum and articles of association of LTC, which
was adopted and became effective immediately prior to the First Effective Time;

“BEV” means battery electric vehicle;

“Business Combination” means all transactions contemplated by the Merger Agreement, including the Mergers;
“Cayman Islands Companies Act” means the Companies Act (As Revised) of the Cayman Islands;

“China” or “PRC” means the People’s Republic of China;

“Closing” means the closing of the Business Combination contemplated by the Merger Agreement;

“Closing Date” means February 22, 2024 the day on which the Closing occurred;

“Continental” means Continental Stock Transfer & Trust Company;

“Distribution Agreement” means the distribution agreement entered into by LTIL and Lotus Cars Limited on
January 31, 2023 and concurrently with the execution of the Original Merger Agreement;

“D-segment” means passenger vehicles in the “large cars” category of the EU classification of vehicle types;
“Equiniti” means Equiniti Trust Company, LLC;

“Etika” means Etika Automotive Sdn Bhd;

“Exchange Act” means the Securities Exchange Act of 1934, as amended;

“EU” means the European Union;

“Euro,” “EUR,” or “€” means the legal currency of the member states participating in the European Monetary
Union;

“E-segment” means passenger vehicles in the “executive cars” category of the EU classification of vehicle types;
“First Effective Time” means the effective time of the First Merger;

“First Merger” means the merger between Merger Sub 1 and LCAA, with LCAA surviving as a wholly-owned
subsidiary of LTC in accordance with the Merger Agreement;

“former VIE” means Wuhan Lotus E-commerce Co., Ltd., the former variable interest entity of LTC prior to the
Restructuring;

“Founders Onshore Vehicle” means Ningbo Juhe Yinqing Enterprise Management Consulting Partnership (Limited
Partnership), a limited partnership established and validly existing in accordance with PRC laws;

“GBP” and “British pounds” means the legal currency of the United Kingdom;

“Geely HK” means Geely International (Hong Kong) Limited, a private company incorporated under the laws of
Hong Kong;

“Geely Holding” means Zhejiang Geely Holding Group and its affiliates;

“ICE” means Internal Combustion Engine;

vi
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“IPO” means LCAA’s initial public offering, which was consummated on March 15, 2021;
“LCAA” means L Catterton Asia Acquisition Corp, a Cayman Islands exempted company;

“LCAA Articles” means LCAA’s second amended and restated memorandum and articles of association adopted by
special resolution dated March 10, 2023, as may be amended from time to time;

“LCAA Class A Ordinary Shares” or “LCAA Public Shares” means the Class A ordinary shares of LCAA, par value
US$0.0001 per share;

“LCAA Class B Conversion” means the automatic conversion of each LCAA Class B Ordinary Shares into one
LCAA Class A Ordinary Shares immediately prior to the First Effective Time, in accordance with the terms of the
LCAA Articles;

“LCAA Class B Ordinary Shares” means the Class B ordinary shares, par value US$0.0001 per share, of LCAA;

“LCAA Founder Shareholders” means collectively, the Sponsor, and LCAA’s independent directors (Mr. Sanford
Martin Litvack, Mr. Frank N. Newman and Mr. Anish Melwani);

“LCAA Private Warrants” means the warrants sold to the Sponsor in the private placement consummated
concurrently with the IPO, each entitling its holder to purchase one LCAA Public Share at an exercise price of
US$11.50 per share, subject to adjustment;

“LCAA Public Shareholders” means the holders of LCAA Class A Ordinary Shares issued as part of the Units
issued in the IPO;

“LCAA Public Warrants” means the redeemable warrants issued in the IPO, each entitling its holder to purchase one
LCAA Public Share at an exercise price of US$11.50 per share, subject to adjustment;

“LCAA Shares” means the ordinary shares of LCAA;
“LCAA Warrants” means the LCAA Public Warrants and the LCAA Private Warrants;
“Lotus” or “Lotus Group” means Lotus Tech and Lotus UK, taken as a whole;

“Lotus HK” means Lotus Advanced Technology Limited, a company organized and existing under the laws of Hong
Kong;

e
3

“Lotus Tech,” “we,” “us,” “our company,” and “our” mean LTC and its subsidiaries. Unless otherwise specified, in
the context of describing our business and operations in China, we are referring to the business and operations
conducted by our PRC subsidiaries, and, for the periods ended prior to the Restructuring (as defined below), also the
former VIE and its subsidiaries. References to the share capital, securities (including shares, options, and warrants),
shareholders, directors, board of directors, auditors of “LTC” are to the share capital, securities (including shares,
options and warrants), shareholders, directors, board of directors, and auditors of LTC, respectively;

“Lotus Tech UK” means Lotus Tech Creative Centre Limited, a company incorporated in the United Kingdom;
“Lotus UK” means Lotus Group International Limited and its subsidiaries;
“LTC” means Lotus Technology Inc., a Cayman Islands exempted company;

“LTC Shareholder Support Agreement” means the Shareholder Support Agreement entered into on January 31,
2023 among LCAA, LTC and certain of the shareholders of LTC;

“LTIL” means Lotus Technology Innovative Limited, a wholly-owned subsidiary of LTC;

“Merger Agreement” means the First Amended and Restated Agreement and Plan of Merger, dated as of
October 11, 2023, by and among LCAA, LTC, Merger Sub 1 and Merger Sub 2, which amended and restated the
Original Merger Agreement;
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“Merger Sub 1” means Lotus Temp Limited, a Cayman Islands exempted company;
“Merger Sub 2” means Lotus EV Limited, a Cayman Islands exempted company;
“Mergers” means, collectively, the First Merger and the Second Merger;

“Meritz Investment” means the US$500 million investment by Meritz Securities Co., Ltd. (“Meritz”), a corporation
incorporated under the laws of the Republic of Korea, pursuant to the terms and conditions of the Meritz
Subscription Agreement.

“Meritz Subscription Agreement” means the share subscription agreement entered into by and between LTC and
Meritz on November 15, 2023.

“Minimum Available Cash Condition” means the condition, to which the obligations of LTC, Merger Sub 1 and
Merger Sub 2 to consummate, or cause to be consummated, the Transactions to occur at the Closing are subject
under the Merger Agreement, that (a) all amounts in the Trust Account as of immediately prior to the Closing (after
deducting the LCAA Shareholder Redemption Amount), plus (b) cash proceeds that will be funded prior to,
concurrently with, or immediately after, the Closing to LTC in connection with any PIPE Financing (which shall
include the Meritz Investment, solely for the purposes of determining the Minimum Available Cash Condition), plus
(c) cash proceeds that will be funded to LTC in connection with any Pre-Closing Financing, in the aggregate
equaling no less than US$100,000,000, prior to payment of any unpaid or contingent liabilities, deferred
underwriting fees of LCAA or transaction expenses of LTC or LCAA;

“Momenta” means Momenta (Suzhou) Technology Limited Company and/or its subsidiaries or affiliates;
“MSRP” means manufacturer’s suggested retail price;
“Nasdaq” means The Nasdaq Stock Market LLC;

“Net Tangible Assets Condition” means the condition, to which the obligations of LCAA, LTC, Merger Sub 1 and
Merger Sub 2 to consummate, or cause to be consummated, the Transactions to occur at the Closing are subject
under the Merger Agreement, that after giving effect to any redemption by LCAA Public Shareholders, LCAA must
have net tangible assets of at least US$5,000,001 upon consummation of the Business Combination (as determined
in accordance with Rule 3a51-1(g)(1) of the Exchange Act (or any successor rule));

“OEM” means original equipment manufacturer;
“Options” means the options exercisable to purchase shares of LTC;
“Ordinary Shares” means ordinary shares of LTC, par value US$0.00001 per share;

“Original Merger Agreement” means the Agreement and Plan of Merger, dated as of January 31, 2023, by and
among LCAA, LTC, Merger Sub 1 and Merger Sub 2;

“Public Warrants” means the warrants to purchase Ordinary Shares at an exercise price of US$11.50 per share,
which were issued on the Closing Date in exchange for the LCAA Public Warrants;

“Put Option Agreement” means each Put Option Agreement, dated as of January 31, 2023, entered by LTC with
each of Geely and Etika, respectively;

“Recapitalization Factor” means the quotient obtained by dividing 2,483,313,161 by 550,000,000;

“Redeeming LCAA Shares” means the LCAA Shares in respect of which the eligible holder thereof has validly
exercised such holder’s redemption right;

“Renminbi” or “RMB” means the legal currency of China;

“Second Merger” means the merger between Surviving Entity 1 and Merger Sub 2, with Merger Sub 2 surviving as a
wholly-owned subsidiary of LTC in accordance with the Merger Agreement;

“Sponsor” means LCA Acquisition Sponsor, LP, a Cayman Islands limited partnership;
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“Sponsor Support Agreement” means the Sponsor Support Agreement, dated as of January 31, 2023, by and among
LTC, LCAA, and the LCAA Founder Shareholders, as amended by the Amendment to Sponsor Support Agreement,
dated as of November 13, 2023 and as further amended, supplemented or otherwise modified from time to time;

“Sponsor Warrants” means the warrants to purchase Ordinary Shares at an exercise price of US$11.50 per share,
which were issued to the Sponsor on the Closing Date in exchange for the LCAA Private Warrants;

“Surviving Entity 1”” means the surviving entity of the First Merger;
“Surviving Entity 2”” means the surviving entity of the Second Merger;
“Trust Account” means the trust account established for the purpose of holding the net proceeds of the IPO;

“Unit” means each unit issued by LCAA in its IPO or the exercise of the underwriter’s overallotment option,
consisting of one LCAA Class A Ordinary Share and one-third of LCAA Warrant;

“U.K.” means the United Kingdom;

“U.S.” means the United States of America;

“USS$,” “U.S. dollars” or “dollars” means the legal currency of the United States;

“U.S. GAAP” means accounting principles generally accepted in the United States of America;
“Warrants” means the Public Warrants and the Sponsor Warrants;

“Warrant Agreement” means the Warrant Agreement dated as of March 10, 2021, between LCAA and Continental
as warrant agent, as amended and assigned to LTC and Equiniti pursuant to the Assignment, Assumption and
Amendment Agreement by and among LCAA, LTC, Equiniti and Continental dated as of the Closing Date;

“WFOE” means Wuhan Lotus Technology Limited Company, LTC’s wholly-owned PRC subsidiary; and

“Wuhan Lotus Cars” means Wuhan Lotus Cars Co., Ltd., a company organized and existing under the laws of the
People’s Republic of China.
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PROSPECTUS SUMMARY

This summary highlights selected information from this prospectus. It may not contain all of the information that is
important to you. You should carefully read the entire prospectus and the other documents referred to in this
prospectus. You should carefully consider, among other things, our consolidated financial statements and the
related notes and the sections titled “Risk Factors,” “Business,” and “Management’s Discussion and Analysis of
Financial Condition and Results of Operation” included elsewhere in this prospectus. For additional information,
see “Where You Can Find Additional Information” in this prospectus.

Overview

We are a pioneering luxury battery electric vehicle (BEV) maker that designs, develops, and sells luxury lifestyle
vehicles (non-sports car vehicles for daily usage) under the iconic British brand “Lotus.” With over seven decades of
racing heritage and proven leadership in the automotive industry, the Lotus brand symbolizes the market-leading
standards in performance, design and engineering. Fusing proprietary next-generation technology built on world
class research and development capabilities and an asset-light model empowered by Geely Holding, we are breaking
new grounds in electrification, digitization and intelligence.

The Lotus brand was founded in the U.K. in 1948 and has since established itself as a high-performance sports car
brand with innovative engineering and cutting-edge technologies, renowned for its superior aerodynamics and
lightweight design. The Lotus brand was born out of legendary success on the racetrack including 13 FIA Formula 1
world titles and many other championship honors. In 2017, Geely Holding acquired a 51% stake in Lotus UK and
further set us up as a luxury lifestyle BEV maker. Geely Holding, a global mobility technology group with a proven
track record in seeding BEV brands, has successfully incubated and revitalized a series of world-renowned brands
with attractive financial profiles including Volvo, Polestar, LYNK&CO., and Zeekr. Positioned as the only Geely

Holding-affiliated brand with sports car DNA, we have received comprehensive support from Geely Holding in
manufacturing, supply chain, R&D, logistics infrastructure, and human capital, and are in the process of
transforming from a British sports car company to a global pioneer of high-performance electric vehicles to bridge
the gap between the traditional sports car and a new generation of electric vehicles. The business combination with
LCAA, a SPAC affiliated with L Catterton, which has a strategic relationship with LVMH, is expected to provide
significant support in consumer insights and brand collaboration that will enable us to effectively raise our brand
awareness globally. L Catterton has an exclusive relationship for consumer-focused private equity with LVMH and
Financiére Agache, the main investment company of Bernard Arnault, LVMH’s chairman and chief executive

officer, and his family. This relationship provides L Catterton with direct access to LVMH’s most senior executives,
global consumer insights, industry network and contacts, differentiated investment deal flow and collaboration on
operating best practices. L Catterton retains sole discretion over all investment and portfolio management decisions
related to the L Catterton funds. As of the date of this prospectus, we have not entered into any agreements with
LVMH.

According to Oliver Wyman, the global luxury BEV market, as defined by BEVs with MSRP of over US$80,000, is
expected to grow rapidly at a CAGR of 35% over 2021-2031 and reach a market size of nearly 1.9 million units by
2031. However, the global luxury BEV market is currently underserved, with only approximately 10 existing luxury
BEV models, as compared to over 100 internal combustion engine (ICE) luxury models, leaving consumers with
limited choices. As an early mover in the global luxury BEV market, we are leading the electrification
transformation of this fast-growing luxury car segment, launching our E-segment BEV model years ahead of our
competitors and targeting to become the first traditional luxury auto brand to achieve 100% BEV product portfolio
by 2027. We launched our first fully electric Hyper-SUV, Eletre, in 2022. Beginning with Eletre, our new car roll
outs will all be BEV models. We expect to take up market share and realize our first mover advantages by
addressing unfilled demands in the current market.

Eletre is a luxury lifestyle E-segment SUV powered by our 800-volt Electrical Performance Architecture (“EPA”),
which is a newly debuted self-developed BEV platform initially based on the same foundation of Sustainable
Experience Architecture (“SEA”), the world’s first open-source BEV architecture. Combining its technologically
advanced platform with cutting-edge design, Eletre delivers leading performance in acceleration, driving range and
charging speed. We have three different versions of Eletre, namely, Eletre, Eletre S and Eletre R, to satisfy the
various demands of customers. Eletre R, in particular, generates a maximum 905 horsepower (hp) and can accelerate
from 0 to 100 km/h in 2.95s. Its 112-kWh battery pack
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offers a maximum WLTP range of 490 km and can be recharged from 10% to 80% in less than 20 minutes. While
offering unrivaled performance, Eletre comes at a better value-for-money proposition — with average MSRP higher
than US$100,000 — compared to traditional luxury OEMs. Eletre had a cumulative global orderbook of over
8,600 units as of September 30, 2023 and vehicle deliveries commenced in China and Europe in 2023. Planning is
underway for deliveries to the U.S. and rest of the world. Our second lifestyle production vehicle, Emeya, was
launched in September 2023. Production of Emeya is expected to commence in 2024. In addition to Eletre and
Emeya, we plan to launch two additional fully-electric vehicles over the next two years, including a D-segment SUV
in 2024 and a BEV sports car in 2025.

We believe that our R&D capability is one of our key competitive strengths. Drawn from Lotus brand sports car
design heritage, deep automotive expertise and next-generation technologies, our proprietary 800-volt EPA is a
high-performance platform for luxury electric vehicles, which was developed over five years of R&D efforts. It
features super charging capabilities, high energy conservation, and high-speed data transmission, with high
adaptability that can accommodate varying battery sizes, motors, and component layouts across vehicle classes.
Such superior design enables us to quickly roll out new models and ramp up production with competitive
performance attributes and achieve economies of scale. Aside from the EPA, we have developed a leading ADAS
with fully-embedded L4-ready hardware capabilities enabled by the world’s first deployable LiDAR system and
proprietary software system. Our five wholly-owned R&D facilities spanning the U.K., Germany and China
demonstrate a seamless collaboration among highly experienced and dedicated Lotus teams to support our world-
class R&D capabilities.

We manufacture all BEV models through a contract manufacturing partnership with Geely Holding, utilizing Geely
Holding’s newly-constructed, state-of-the-art manufacturing facilities dedicated for EVs in Wuhan, China, with a
production capacity of 150,000 units annually. Leveraging Geely Holding’s readily available production capacity,
we believe we can execute our business plan with higher scalability and flexibility while limiting our upfront capital
commitments, compared to most other OEMs. Besides, leveraging Geely Holding’s global supply-chain network,
strong bargaining power in procurement and stable relationships established with reputable suppliers such as
NVIDIA, Qualcomm, CATL, and Momenta, we can secure high-quality components at more competitive prices,
which we believe would allow us to better manage any supply-chain disruption risk more effectively compared to
other OEMs.

We bring customers a luxury retailing experience through a digital-first, omni-channel sales model to establish and
develop direct relationship with customers and covers the entire spectrum of customer experience, both physically
and virtually. We operate premium stores in high-footfall locations, providing personalized and exclusive services to
create a luxurious purchasing experience for our customers. Our global sales digital platform provides a full suite of
luxury retailing experience, including, a virtual showroom of our brand and products, an enquiry, order, purchasing
and customization platform, and a reservation system for test driving, product delivery, aftersales services, among
others. Our customers can choose their versions of Eletre and are offered a wide range of options for customization,
including exterior, interior, and other functions and features. In addition to the fully digitalized online retail model
supported by the Lotus App, we adopt a direct sales model and have established co-partnership programs with some
of the leading automotive dealers across all regions, in order to expand our presence rapidly in an asset-light
manner. As part of the Lotus brand’s philosophy of “born British and raised globally,” we have developed a global

sales and distribution network. We and Lotus UK have entered into a Distribution Agreement pursuant to which a
subsidiary of ours will be appointed as the global distributor for Lotus UK. As such, we have established a Global
Commercial Platform (“GCP”) to distribute Lotus branded vehicles models, including Eletre, Emeya and our future
BEV models, as well as the sports car models developed and manufactured by Lotus UK, namely Evija (BEV sports
car), Emira (ICE sports car) and another BEV sports car to be launched by Lotus UK in 2025. We believe this is the
most efficient approach to market Lotus cars and promote the Lotus brand globally. As of September 30, 2023, we
had 206 stores in our global distribution network, and we plan to expand our retail network to over 300 stores by
2025.

As of September 30, 2023, we had shipped a total of over 4,800 vehicles, which consisted of our Eletre model and
Emira model distributed through LTIL. As of September 30, 2023, we had a cumulative global orderbook of over
19,000 units of Eletre and Emira.
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Our Strengths
We believe we benefit from a number of competitive advantages:

+ Early mover in the luxury BEV market.

Iconic brand with racing heritage.

Proprietary next generation technology built on world class R&D capabilities.

Asset-light business model supported by Geely Holding ecosystem.

Focus on sustainability targeting fully electric product portfolio.

Luxury retailing experience and omni-channel sales model.

Global, experienced, and visionary leadership.

Our Strategies

We are well positioned to capitalize on the growth momentum of the global luxury BEV segment by leveraging the
following strategies:

* Invest in brand equity and fully transform the brand.

 Scale up and expand geographical presence.

» Develop next-generation electric vehicle technologies while monetizing Lotus’s R&D prowess.
» Continue to launch new models and upgrade existing models.

» Focus on sustainability and lead in electrification.

Our Corporate History and Structure

Our Lotus BEV business, founded in 2018, was carried out by Wuhan Lotus Cars and the Lotus BEV business unit
of Ningbo Geely Automobile Research & Development Co., Ltd. (“Ningbo Geely R&D”) incorporated in the
People’s Republic of China, Lotus Tech UK incorporated in the U.K. and Lotus Tech Innovation Centre GmbH
(“Lotus GmbH”) incorporated in Germany.

On August 9, 2021, LTC was incorporated as a limited liability company in the Cayman Islands.

Through a series of contemplated reorganization steps (the “Reorganization”), including transferring the assets and
employees in the Lotus BEV business unit of Ningbo Geely R&D into Wuhan Lotus Cars and transferring the equity
of Wuhan Lotus Cars to the WFOE, the Company gained control over WFOE through Lotus HK on December 15,
2021. The equity interests of Lotus Tech UK and Lotus GmbH were transferred to us on December 29, 2021 and
June 24, 2022, respectively.

On November 4, 2021, we entered into trademark licenses agreements with a related party, Group Lotus Limited, a
wholly-owned subsidiary of Lotus Group International Limited (“LGIL”), pursuant to which, we received the
“Lotus” trademark licenses as long as we conduct the business in relation to lifestyle vehicles (excluding sports car).
We issued 216,700,000 ordinary shares as consideration for such trademark. The above Reorganization was
completed on June 24, 2022.

On November 12, 2021, the former VIE and a third-party established Ningbo Robotics Co., Ltd. (“Ningbo
Robotics™), in which the former VIE held 60% equity interest. In March 2022, the former VIE transferred its 60%
legal equity interest of Ningbo Robotic to its then wholly-owned subsidiary, Sanya Lotus Venture Capital Co., Ltd.

On March 15, 2022, LTC declared a 10-for-1 stock split in the form of a stock dividend and such stock dividend is
distributed to all the shareholders of LTC in proportion to their respective shareholdings in LTC. Before the stock
dividend, LTC had 216,700,000 ordinary shares and 2,407,778 Series Pre-A Preferred Shares issued and outstanding
with a par value of US$0.00001 per share. After the stock dividend, LTC had 2,167,000,000 ordinary shares and
24,077,780 Series Pre-A Preferred Shares issued and outstanding.
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Since early 2023, LTC has been implementing a series of transactions to restructure its organization and business
operations (the “Restructuring”). As of the date of this prospectus, LTC’s operations in mainland China are
conducted by its mainland China subsidiaries and LTC does not have any VIE structure.

The following diagram illustrates our corporate structure, including our principal and other subsidiaries as of the
date of this prospectus:

[ ‘
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Our Holding Company Structure

LTC is not an operating company but a Cayman Islands holding company. LTC conducts its operations through its
subsidiaries in China and Europe, and for the periods ended prior to the Restructuring, also through the former VIE
and its subsidiaries based in mainland China. Following the Restructuring, our operations in mainland China are
currently conducted by our mainland China subsidiaries. The securities registered herein are securities of LTC, not
those of its operating subsidiaries. Therefore, investors in LTC are not acquiring equity interest in any operating
company but instead are acquiring interest in a Cayman Islands holding company.

LTC conducts its operations through its subsidiaries in China and Europe and its operations in mainland China are
currently conducted by its mainland China subsidiaries. Historically, LTC relied on contractual arrangements among
the WFOE, the former VIE and its nominee shareholders to direct the business operations of the former VIE and its
subsidiaries. As a result, for the periods ended prior to the Restructuring, the former VIE’s financial results are
consolidated in our consolidated and combined financial statements under the U.S. GAAP for accounting purposes.

In connection with the Restructuring, the WFOE, the former VIE, and nominee shareholders of the former VIE
entered into VIE Restructuring Agreements in early 2023, pursuant to which, (i) WFOE acquired 100% equity
interest in Sanya Lotus Venture Capital Co., Ltd. and Hangzhou Lotus Technology Service Co., Ltd., subsidiaries of
the former VIE; (ii) except for the ICP license, all of the former VIE’s assets and liabilities, including its business
contracts, intellectual properties and employees, have been transferred to the WFOE or subsidiaries of the WFOE at
nil consideration; and (iii) the VIE Agreements were terminated. As of the date of this prospectus, our operations in
mainland China are conducted by our mainland China subsidiaries and we do not have any VIE structure. We
believe that the Restructuring will not have any material impact on our operations and financial results.

Risks and Uncertainties Relating to Doing Busi in China

We face various risks and uncertainties related to doing business in mainland China. Our business operations are
primarily conducted in mainland China, and we are subject to complex and evolving laws and regulations in
mainland China. For example, we face risks associated with regulatory approvals on offshore offerings,
antimonopoly regulatory actions, and oversight on cybersecurity and data privacy, which may impact our ability to
conduct certain businesses, accept foreign investments, or list on a U.S. stock exchange. These risks




TABLE OF CONTENTS

could result in a material adverse change in our operations and the value of our securities, significantly limit or
completely hinder our ability to continue to offer securities to investors, or cause the value of such securities to
significantly decline. For a detailed description of risks related to doing business in China, please refer to risks
disclosed under “Risk Factors — Risks Relating to Doing Business in China.”

PRC government has significant authority in regulating our operations and may influence our operations. It may
exert more oversight over offerings conducted overseas by, and/or foreign investment in, China-based issuers,
which could significantly limit or completely hinder our ability to offer or continue to offer securities to investors.
Implementation of industry-wide regulations in this nature may cause the value of such securities to significantly
decline. For more details, see “Risk Factors — Risks Relating to Doing Business in China — Failure to meet the
PRC government’s complex regulatory requirements on and significant oversight over our business operation could
result in a material adverse change in our operations and the value of our securities.”

Risks and uncertainties arising from the legal system of mainland China, including risks and uncertainties regarding
the interpretation and enforcement of laws and quickly evolving rules and regulations in mainland China, could
result in a material adverse change in our operations and the value of our securities. For more details, see “Risk
Factors — Risks Relating to Doing Business in China — We may be adversely affected by the complexity,
uncertainties and changes in regulations of mainland China on automotive as well as internet-related businesses and
companies.”

The Holding Foreign Companies Accountable Act

Pursuant to the HFCAA, if the SEC determines that we have filed audit reports issued by a registered public
accounting firm that has not been subject to inspections by the PCAOB for two consecutive years, the SEC will
prohibit our securities from being traded on a national securities exchange or in the over-the-counter trading market
in the U.S. On December 16, 2021, the PCAOB issued a report to notify the SEC of its determination that the
PCAOB was unable to inspect or investigate completely registered public accounting firms headquartered in
mainland China and Hong Kong, including our auditor. On December 15, 2022, the PCAOB issued a report that
vacated its December 16, 2021 determination and removed mainland China and Hong Kong from the list of
jurisdictions where it is unable to inspect or investigate completely registered public accounting firms. Each year, the
PCAOB will determine whether it can inspect and investigate completely audit firms in mainland China and Hong
Kong, among other jurisdictions. If PCAOB determines in the future that it no longer has full access to inspect and
investigate completely accounting firms in mainland China and Hong Kong and we continue to use an accounting
firm headquartered in one of these jurisdictions to issue an audit report on our financial statements filed with the
Securities and Exchange Commission, we would be identified as a Commission-Identified Issuer following the filing
of the annual report on Form 20-F for the relevant fiscal year. There can be no assurance that we would not be
identified as a Commission-Identified Issuer for any future fiscal year, and if we were so identified for two
consecutive years, we would become subject to the prohibition on trading under the HFCAA. For more details, see
“Risk Factors — Risks Related to Our Business — The PCAOB had historically been unable to inspect our auditor
in relation to their audit work.”

Permissions Required from the PRC Authorities for Our Operations

We conduct our business in mainland China primarily through our PRC subsidiaries. Our operations in mainland
China are governed by laws and regulations of mainland China. As of the date of this prospectus, our PRC
subsidiaries have obtained all material licenses and permits necessary for business operations from the PRC
government authorities.

If (i) we do not receive or maintain any required permissions or approvals, (i) we inadvertently concluded that
certain permissions or approvals have been acquired or are not required, or (iii) applicable laws, regulations or
interpretations thereof change and we become subject to the requirement of additional permissions or approvals in
the future, there is no assurance that we will be able to obtain such permissions or approvals in a timely manner, or
at all, and such approvals may be rescinded even if obtained. Any such circumstance could subject us to sanctions
imposed by the PRC regulatory authorities, which could include fines and penalties, proceedings against us, and
other forms of sanctions, and our business, financial condition and results of operations may be materially and
adversely affected. For more detailed information, see “Risk
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Factors — Risks Relating to Doing Business in China — We may be adversely affected by the complexity,
uncertainties and changes in regulations of mainland China on automotive as well as internet-related businesses and
companies.”

In addition, the PRC government has recently sought to exert more oversight over offerings that are conducted
overseas and/or foreign investment in China-based issuers. For more detailed information, see “Permission, Review
and Filing Required from the Authorities in Mainland China Relating to this Offering” and “Risk Factors — Risks
Relating to Doing Business in China — The approval of and/or filing with the CSRC or other PRC government
authorities may be required in connection with our offshore offerings under PRC law, and, if required, we cannot
predict whether or for how long we will be able to obtain such approval or complete such filing.”

Cash and Asset Flows through Our Organization

LTC is a holding company with no operations of its own. LTC currently conducts its operations through its
subsidiaries in China and Europe. As a result, although other means are available for us to obtain financing at the
holding company level, LTC’s ability to pay dividends to the shareholders and to service any debt it may incur may
depend upon dividends paid by its subsidiaries. If any of its subsidiaries incurs debt on its own behalf in the future,
the instruments governing such debt may restrict its ability to pay dividends to LTC. In addition, its PRC
subsidiaries are permitted to pay dividends to LTC only out of their accumulated after-tax-profits upon satisfaction
of relevant statutory conditions and procedures, if any, as determined in accordance with PRC accounting standards
and regulations. Further, its PRC subsidiaries are required to make appropriations to certain statutory reserve funds
or may make appropriations to certain discretionary funds, which are not distributable as cash dividends except in
the event of a solvent liquidation of the companies. For the six months ended June 30, 2023 and for the years ended
December 31, 2022 and 2021, US$1.7 million, US$3.3 million and nil of service fees were paid by the former VIE
and its subsidiaries to the subsidiaries of LTC.

LTC’s board of directors has complete discretion on whether to distribute dividends subject to its memorandum and
articles of association and certain restrictions under Cayman Islands law. In addition, LTC’s shareholders may, by
ordinary resolution, declare dividends, but no dividend shall exceed the amount recommended by LTC’s board of
directors. Under Cayman Islands law, a Cayman Islands company may pay a dividend out of either profit or its
share premium account, provided that in no circumstances may a dividend be paid out of the share premium account
if this would result in the company being unable to pay its debts as they fall due in the ordinary course of business.
The decision to distribute dividends is based on several factors, including LTC’s financial performance, growth
prospects, and liquidity requirements. To date, other than the 10-for-1 stock split in the form of a stock dividend
declared on March 15, 2022, LTC has not declared or paid any dividend to its shareholders. It is expected that LTC
will retain most, if not all, of its available funds and any future earnings to fund the development and growth of its
business. As a result, it is not expected that LTC will pay any cash dividends in the foreseeable future.

As a Cayman Islands exempted company and offshore holding company, LTC is permitted under laws and
regulations of mainland China to provide funding to its wholly foreign-owned subsidiaries in mainland China only
through loans or capital contributions, subject to the applicable governmental registration and approval
requirements. In addition, LTC’s wholly foreign-owned subsidiaries in mainland China may provide RMB funding
to their respective subsidiaries only through capital contributions and inter-company loans.

Under laws and regulations of mainland China, LTC’s PRC subsidiaries are subject to certain restrictions with
respect to paying dividends or otherwise transferring any of their net assets to LTC. Remittance of dividends by a
wholly foreign-owned enterprise out of mainland China is also subject to examination by the banks designated by
State Administration of Foreign Exchange, or SAFE. The amounts restricted include the paid-in capital and the
statutory reserve funds of its PRC subsidiaries. Furthermore, cash transfers from LTC’s PRC subsidiaries to entities
outside of mainland China are subject to PRC governmental control on currency conversion. As a result, the funds in
its PRC subsidiaries in mainland China may not be available to fund operations or for other use outside of mainland
China due to interventions in, or the imposition of restrictions and limitations on, the ability of the holding company,
or its subsidiaries by the PRC government on such currency conversion. For details, see “Risk Factors — Risks
Relating to Doing Business in China— We may rely on dividends and other distributions on equity paid by our PRC
subsidiaries to fund
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any cash and financing requirements we may have, and any limitation on the ability of our PRC subsidiaries to make
payments to us could have a material and adverse effect on our ability to conduct our business” and “Risk Factors
— Risks Relating to Doing Business in China — Regulation of loans to and direct investment in PRC entities by
offshore holding companies and governmental control of currency conversion may delay or prevent us from making
loans to or make additional capital contributions to our PRC subsidiaries, which could materially and adversely
affect our liquidity and our ability to fund and expand our business,” and “Risk Factors — Risks Relating to Doing
Business in China — Governmental control of currency conversion may limit our ability to utilize our revenues
effectively.”

Under laws of mainland China, LTC may provide funding to its PRC subsidiaries only through capital contributions
or loans, subject to satisfaction of applicable government registration that LTC is not able to make direct capital
contribution.

We have established cash management policies to direct how funds are transferred among LTC and its subsidiaries
to ensure the efficient and compliant handling of funds. These policies dictate that each cash transfer shall (i) go
through approval processes, ensuring that only authorized personnel are involved in the transaction, (ii) be properly
recorded, facilitating audits and financial reviews, and (iii) be in compliance with all applicable laws and
regulations, including anti-money laundering (AML) and know-your-customer (KYC) requirements.

For the six months ended June 30, 2023 and for the years ended December 31, 2022 and 2021, LTC provided loans
with principal amount of US$214.6 million, US$5.9 million and nil to its subsidiaries, and made capital contribution
of US$109.3 million, US$94.7 million and nil to its subsidiaries.

For the six months ended June 30, 2023 and for the years ended December 31, 2022 and 2021, the WFOE provided
loans with principal amount of US$165.5 million, US$49.6 million and nil to its subsidiaries, and made capital
contribution of US$21.6 million, US$137.2 million and US$108.9 million to its subsidiaries.

For the six months ended June 30, 2023 and for the years ended December 31, 2022 and 2021, the WFOE paid
advances of nil, nil and US$11.1 million to the former VIE. For the six months ended June 30, 2023 and for
the years ended December 31, 2022 and 2021, the WFOE collected advances of nil, US$10.6 million and nil from
the former VIE.

For the six months ended June 30, 2023 and for the years ended December 31, 2022 and 2021, the other subsidiaries
provided loans with principal amount of US$90.4 million, nil and nil to the WFOE, repaid loans of US$11.0 million,
nil and nil to the LTC, repaid loans of US$54.7 million, nil and nil to the WFOE, and made capital contribution of
US$19.9 million, nil and nil to the WFOE.

Permission, Review and Filing Required from the Authorities in Mainland China Relating to Overseas
Offering

The PRC government has recently sought to exert more oversight and impose more restrictions on China-based
companies raising capital offshore and such efforts may continue or intensify in the future. On July 6, 2021, the
relevant PRC authorities promulgated the Opinions on Severely Cracking Down on Illegal Securities Activities
According to Law, which emphasized the need to strengthen the supervision over overseas listings by mainland
China-based companies. Effective measures, such as promoting the establishment of relevant regulatory systems, are
to be taken to deal with the risks and incidents of mainland China-based overseas-listed companies, cybersecurity
and data privacy protection requirements and similar matters. The revised Measures for Cybersecurity Review
issued by Cyberspace Administration of China (the “CAC”) and several other administrations on December 28, 2021
(which took effect on February 15, 2022) also requires that, in addition to critical information infrastructure
operators purchasing network products or services that affect or may affect national security, any “online platform
operator” carrying out data processing activities that affect or may affect national security should also be subject to a
cybersecurity review, and any “online platform operator” possessing personal information of more than one million
users must apply for a cybersecurity review before its listing overseas. In the event a member of the cybersecurity
review working mechanism is of the opinion that any network product or service or any data processing activity
affects or may affect national security, the Office of Cybersecurity Review shall report the same to the Central
Cyberspace Affairs Commission for its approval under applicable procedures and then conduct cybersecurity review
in accordance with the revised Measures for Cybersecurity Review. In addition, on November 14, 2021, the CAC
released
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the Regulations on Network Data Security (Draft for Comments), which clarified that data processors refer to
individuals or organizations that autonomously determine the purpose and the manner of processing data, and if a
data processor that processes personal data of more than one million users intends to list overseas, it must apply for a
cybersecurity review. In addition, data processors that are listed overseas must carry out an annual data security
assessment. Nonetheless, there remain substantial uncertainties with respect to the interpretation and implementation
of these rules and regulations.

Further, according to the Trial Administrative Measures of Overseas Securities Offering and Listing by Domestic

Companies (the “Overseas Listing Trial Measures”), and five supporting guidelines, issued by the China Securities
Regulatory Commission (the “CSRC”) on February 17, 2023 (collectively the “Overseas Listing Filing Rules”), the
Notice on Administration for the Filing of Overseas Offering and Listing by Domestic Companies published by the

CSRC on February 17, 2023 (the “Notice on the Overseas Listing Filing”) and the set of Q&A published on the

CSRC's official website, Lotus Tech is required to complete the filing procedures with the CSRC in connection with

the Business Combination as required by the Overseas Listing Filing Rules prior to the listing of its securities on
Nasdaq. As of the date of this prospectus, Lotus Tech has submitted a filing with the CSRC with respect to the

Business Combination, and on February 8, 2024, the CSRC has concluded the filing procedures and published the
filing results on the CSRC website. According to the Overseas Listing Filing Rules, for an issuer which is already

listed, it should make filing in accordance with the Overseas Listing Filing Rules if: (i) it issues additional
convertible bonds, exchangeable bonds or preferred shares, (ii) it issues additional securities in the same overseas
market, excluding securities issued for the purpose of implementing equity incentive, distribution of stock dividends,
share split, etc., (iii) it issues additional securities in several offerings within its authorized scope; or (iv) it conducts a
secondary listing or primary listing in any other overseas market. The reporting entity will also be required to report
the occurrence of any of the following material events within three business days after the occurrence and
announcement thereof to the CSRC: (i) a change of control of the issuer; (ii) the investigation, sanction or other
measures undertaken by any foreign securities regulatory agencies or relevant competent authorities in respect of the
issuer; (iii) change of the listing status or transfer of the listing board; and (iv) the voluntary or mandatory delisting
of the issuer. In addition, the completion of any overseas follow-on offerings by an issuer in the same overseas

market where it has completed its public offering and listing would necessitate a filing with the CSRC within three
business days thereafter.

As of the date of this prospectus, Lotus Tech has not been involved in any investigations on cybersecurity review
initiated by the CAC and Lotus Tech has not received any official inquiry, notice, warning, or sanctions regarding
cybersecurity and overseas listing from the CAC, CSRC or any other PRC authorities. Based on the opinion of our
mainland China legal counsel, Han Kun Law Offices, according to its interpretation of the currently in-effect
mainland China laws and regulations, Lotus Tech believes that, as of the date of this prospectus, this offering does
not require the application or completion of any cybersecurity review from PRC governmental authorities, including
the CAC. However, given (i) the uncertainties with respect to the enactment, implementation, and interpretation of
the Overseas Listing Filing Rules and laws and regulations relating to data security, privacy, and cybersecurity; and
(ii) that the PRC government authorities have significant discretion in interpreting and implementing statutory
provisions in general, it cannot be assured that the relevant PRC government authorities will not take a contrary
position or adopt different interpretations, or that there will not be changes in the regulatory landscape. In other
words, a cybersecurity review and the approval from or filing with the CSRC, the CAC, or other government
authorities may be required in connection with this offering.

If (i) Lotus Tech does not receive or maintain any required permission, or fails to complete any required review or
filing, (ii) Lotus Tech inadvertently conclude that such permission, review or filing is not required, or (iii) applicable
laws, regulations, or interpretations change such that it becomes mandatory for Lotus Tech to obtain any permission,

review or filing in the future, Lotus Tech may have to expend significant time and costs to comply with these
requirements. If Lotus Tech is unable to do so, on commercially reasonable terms, in a timely manner or otherwise, it
may become subject to sanctions imposed by the PRC regulatory authorities, which could include fines and
penalties, proceedings against it, and other forms of sanctions, and Lotus Tech’s ability to conduct its business,

invest into China as foreign investments or accept foreign investments, complete this offering, or list on a U.S. or
other overseas exchange may be restricted, and its business, reputation, financial condition, and results of operations
may be materially and adversely affected. Further, Lotus Tech’s ability to offer or continue to offer securities to

investors may be significantly limited or
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completely hindered, and the value of Lotus Tech’s securities may significantly decline. For more detailed
information, see “Risk Factors — Risks Relating to Doing Business in China — We may be adversely affected by
the complexity, uncertainties and changes in regulations of mainland China on automotive as well as internet-related
businesses and companies,” and “— The approval of and/or filing with the CSRC or other PRC government
authorities may be required in connection with our offshore offerings under PRC law, and, if required, we cannot
predict whether or for how long we will be able to obtain such approval or complete such filing.”

Recent Developments

Transactions Related to the Business Combination

On February 22, 2024, LTC consummated the previously announced business combination with LCAA, pursuant to
the Merger Agreement.

On the Closing Date and immediately prior to the First Effective Time, the following actions took place or was
effected (in the order set forth hereinafter): (i) each preferred share of LTC that was issued and outstanding
immediately prior to such time was converted into one ordinary share on a one-for-one basis, by re-designation and
re-classification, in accordance with the fifth amended and restated memorandum and articles of association of LTC
(the “Preferred Share Conversion”), (ii) the Amended Articles was adopted and became effective; (iii) immediately
following the Preferred Share Conversion but immediately prior to the Recapitalization, 500,000,000 authorized but
unissued ordinary shares of LTC were re-designated as shares of a par value of US$0.00001 each of such class or
classes (however designated) as the board of directors of LTC may determine in accordance with the Amended
Articles, such that the authorized share capital of LTC became US$50,000 divided into 5,000,000,000 shares of par
value of US$0.00001 each, consisting of 4,500,000,000 ordinary shares of a par value of US$0.00001 each, and
500,000,000 shares of a par value of US$0.00001 each of such class or classes (however designated) as the board of
directors of LTC may determine in accordance with the Amended Articles (the “Re-designation”). Immediately
following the Re-designation and prior to the First Effective Time, (i) each issued Ordinary Share was recapitalized
by way of a repurchase in exchange for the issuance of such number of Ordinary Shares equal to the Recapitalization
Factor (i.e., one such Ordinary Share multiplied by the Recapitalization Factor) (the “Recapitalization”), (ii) each
Option issued and outstanding immediately prior to the Recapitalization was adjusted to give effect to the foregoing
transactions, such that (a) each Option was exercisable for that number of Ordinary Shares equal to the product of
(x) the number of ordinary shares of LTC subject to such Option immediately prior to the Recapitalization
multiplied by (y) the Recapitalization Factor, such number of Ordinary Shares to be rounded down to the nearest
whole number; and (b) the per share exercise price for each Ordinary Share, as the case may be, issuable upon
exercise of each Option, as adjusted, was equal to the quotient (rounded up to the nearest whole cent) obtained by
dividing (x) the per share exercise price for each Ordinary Share subject to such Option immediately prior to the
First Effective Time by (y) the Recapitalization Factor.

In addition, pursuant to the Merger Agreement, (i) immediately prior to the First Effective Time, each LCAA
Class B Ordinary Share was automatically converted into one LCAA Class A Ordinary Share in accordance with the
LCAA Articles, and each LCAA Class B Ordinary Share ceased to be issued and outstanding and was cancelled,
and each former holder of LCAA Class B Ordinary Shares thereafter ceased to have any rights with respect to such
shares, (ii) at the First Effective Time, each Unit outstanding immediately prior to the First Effective Time was
automatically detached and the holder thereof was deemed to hold one LCAA Class A Ordinary Share and one-third
of an LCAA Warrant in accordance with the terms of the applicable Unit (the “Unit Separation™), (iii) immediately
following the Unit Separation, each LCAA Class A Ordinary Share (which, for the avoidance of doubt, included the
LCAA Class A Ordinary Shares (A) issued in connection with the LCAA Class B Conversion and (B) held as a
result of the Unit Separation) issued and outstanding immediately prior to the First Effective Time (other than any
LCAA Shares that are owned by LCAA as treasury shares, any LCAA Shares owned by any direct or indirect
subsidiary of LCAA immediately prior to the First Effective Time, any Redeeming LCAA Shares, any Dissenting
LCAA Shares or any LCAA Shares held by the LCAA Founder Shareholders) was automatically cancelled and
ceased to exist in exchange for the right to receive one ADS duly and validly issued against the deposit of one
(1) underlying Ordinary Share and each LCAA Class A Ordinary Share issued and outstanding immediately prior to
the First Effective Time held by the LCAA Founder Shareholders was automatically cancelled and ceased to exist in
exchange
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for the right to receive one (1) Ordinary Share. As of the First Effective Time, each LCAA shareholder ceased to
have any other rights in and to such LCAA Shares, except as expressly provided in the Merger Agreement, (iv) each
LCAA Warrant (which, for the avoidance of doubt, includes the LCAA Warrants held as a result of the Unit
Separation) outstanding immediately prior to the First Effective Time ceased to be a warrant with respect to LCAA
Public Shares and was assumed by LTC and converted into a Warrant. Each Warrant will continue to have and be
subject to substantially the same terms and conditions as were applicable to the LCAA Warrant immediately prior to
the First Effective Time (including any repurchase rights and cashless exercise provisions) in accordance with the
provisions of the Assignment, Assumption and Amendment Agreement.

At the First Effective Time, each ordinary share, par value US$0.00001 per share, of Merger Sub 1, issued and
outstanding immediately prior to the First Effective Time remained issued and outstanding and continued existing
and constituted the only issued and outstanding share capital of Surviving Entity 1 and was not affected by the First
Merger. At the Second Effective Time, (i) each ordinary share of Surviving Entity 1 that was issued and outstanding
immediately prior to the Second Effective Time was automatically cancelled and ceased to exist without any
payment therefor, and (ii) each ordinary share, par value US$0.00001 per share, of Merger Sub 2 issued and
outstanding immediately prior to the Second Effective Time remained issued and outstanding and continued
existing and constituted the only issued and outstanding share capital of Surviving Entity 2 and was affected by the
Second Merger.

On the Closing Date, as a result of the Mergers, LTC issued (i) 1,265,103 ADSs to then holders of LCAA Class A

Ordinary Shares (other than the LCAA Founder Shareholders); (i) 7,162,718 Ordinary Shares to the LCAA
Founder Shareholders; (iii) 542,850,129 Ordinary Shares to then existing shareholders of LTC; and (iv) 15,037,030
Warrants to then holders of LCAA Warrants. Additionally, on the Closing Date, and in connection with the closing

of the Business Combination, LTC also issued (i) 122,446,496 Ordinary Shares to the PIPE Investors pursuant to
certain subscription agreements entered into following the execution of the Original Merger Agreement (including
36,597,038 Ordinary Shares to Jingkai Fund and 50,000,000 Ordinary Shares to Meritz), and (ii) 3,011,368 Ordinary
Shares to the CB Investors pursuant to certain convertible note purchase agreements entered into following the
execution of the Original Merger Agreement (including 577,456 Ordinary Shares to Momenta Global Limited). In
connection with the Meritz Investment, LTC deposited into a restricted securities account (i) certain U.S. treasury
bonds with the aggregate outstanding principal amount of US$325,000,000, and (ii) certain U.S. treasury bonds
and/or U.S. treasury bills with the aggregate outstanding principal amount of US$175,000,000 after the closing of
the Meritz Investment.

Unaudited cond dc lidated fii ial as of and for the nine months ended September 30, 2023

The following sets forth our unaudited condensed consolidated financial statements as of and for the nine months
ended September 30, 2023.
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Unaudited Cond dC lidated St t of Comprehensive Loss
(In thousands, except share and per share data)

Revenues:
Sales of goods (including related parties amount of US$2,267 for the nine months ended
September 30, 2023)

Service revenues (including related parties amount of US$9,142 for the nine months ended September 30,
2023)

Total revenues

Cost of revenues:

Cost of goods sold (including related parties amount of US$273,409 for the nine months ended September 30,
2023)

Cost of services

Total cost of revenues

Gross profit

Operating expenses:

Research and development expenses (including related parties amount of US$89,529 for the nine months ended
September 30, 2023)

Selling and marketing expenses (including related parties amount of US$25,637 for the nine months ended
September 30, 2023)

General and administrative expenses (including related parties amount of US$5,048 for the nine months ended
September 30, 2023)

Government grants

Total operating expenses

Operating loss

Interest expenses

Interest income

Investment loss, net

Share of results of equity method investments
Foreign currency exchange gains, net

Changes in fair values of mandatorily redeemable noncontrolling interest, exchangeable notes and convertible
notes, excluding impact of instrument-specific credit risk

Changes in fair values of put option liabilities

Loss before income taxes

Income tax expense

Net loss

Less: Net loss attributable to noncontrolling interests
Net loss attributable to ordinary shareholders
Accretion of Redeemable Convertible Preferred Shares
Net loss available to ordinary shareholders

Loss per ordinary share

— Basic and diluted

Weighted average number of ordinary shares outstanding used in computing net loss per ordinary share
— Basic and diluted

Net loss

Other comprehensive income:

Fair value changes of mandatorily redeemable noncontrolling interest, exchangeable notes and convertible notes
due to instrument-specific credit risk, net of nil income taxes

Foreign currency translation adjustment, net of nil income taxes
Total other comprehensive income

Total comprehensive loss

Less: Total comprehensive loss attributable to noncontrolling interests

Total comprehensive loss attributable to ordinary shareholders

Nine Months Ended
September 30, 2023

Uss

305,480

12,461
317,941

(275,246)
(8.947)

(284,193)
33,748

(234,547)
(191,231)

(118,203)
2,357
(541,624)
(507,876)
(7.367)
7,258
(1,309)
(648)
883

(15,395)
(720)

(525,174)
(1,350)
(526,524)
(7.651)
(518,873)
(5,063)
(523,936)

(0.24)

2,142,922.222
(526,524)

(585)
24,077
23,492
(503,032)
(7.587)
(495,445)

11
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Unaudited Condensed Consolidated Balance Sheet
(In thousands, except share and per share data)

ASSETS

Current assets

Cash

Restricted cash

Accounts receivable — third parties, net

Accounts receivable — related parties, net

Inventories

Prepayments and other current assets — third parties, net

Prepayments and other current assets — related parties, net

Total current assets

Non-current assets

Restricted cash

Investment securities — related parties

Property, equipment and software, net

Intangible assets

Operating lease right-of-use assets

Other non-current assets — third parties

Other non-current assets — related parties

Total non-current assets

Total assets

LIABILITIES, MEZZANINE EQUITY AND SHAREHOLDERS’ DEFICIT

Current liabilities

Short-term borrowings — third parties

Accounts payable — third parties

Accounts payable —related parties

Contract liabilities — third parties

Operating lease liabilities — third parties

Accrued expenses and other current liabilities — third parties

Accrued expenses and other current liabilities — related parties

Exchangeable notes

Convertible notes

Total current liabilities

Non-current liabilities

Contract liabilities — third parties

Operating lease liabilities — third parties

Put option liabilities

Exchangeable notes

Convertible notes

Deferred tax liabilities

Deferred income

Other non-current liabilities — third parties

Other non-current liabilities — related parties

Total non-current liabilities

Total liabilities

MEZZANINE EQUITY

Series Pre-A Redeemable Convertible Preferred Shares (US$0.00001 par value per share, 184,596,297 shares
authorized, issued and outstanding as of September 30, 2023; Redemption value of US$178,784 as of
September 30, 2023; Liquidation preference of US$178,784 as of September 30, 2023)

Series A Redeemable Convertible Preferred Shares (US$0.00001 par value per share, 123,456,332 shares
authorized, issued and outstanding as of September 30, 2023; Redemption value of US$192,673 as of
September 30, 2023; Liquidation preference of US$194,596 as of September 30, 2023)

Total mezzanine equity

SHAREHOLDERS’ DEFICIT

Ordinary shares (US$0.00001 par value per share, 4,691,947,371 shares authorized as of September 30, 2023;
2,142,922,222 shares issued and outstanding as of September 30, 2023)

Additional paid-in capital

Accumulated other comprehensive income

Accumulated deficit

Total shareholders’ deficit attributable to ordinary shareholders

Noncontrolling interests

Total shareholders’ deficit

Total liabilities, mezzanine equity and shareholders’ deficit

As of

September 30, 2023
US$

416,641

915,966
836

3,263
311,703
116356
177,454
50,566
2,669
662,847
1,578.813

179,267

194,205
373.472

(960.976
1,578.813
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Unaudited Condensed Consolidated Statement of Cash Flows
(In thousands, except share and per share data)

Operating activities:

Net cash used in operating activities

Investing activities:

Payments for purchases of property, equipment and software and intangible assets

Proceeds from disposal of property, equipment and software

Receipt of government grant related to assets

Payments for purchases of short-term investments

Proceeds from sales of short-term investments

Payments for investments in equity investees

Proceeds from disposal of a subsidiary, net of cash disposed

Loans to related parties

Net cash used in investing activities

Financing activities:

Proceeds from settlement of receivable from shareholders

Proceeds from issuance of exchangeable notes

Payment for redemption of mandatorily redeemable noncontrolling interest

Proceeds from issuance of convertible notes

Receipts of refundable deposits in connection with the issuance of Private Investment in
Public Equity (“PIPE”) investments and convertible notes

Proceeds from bank loans

Repayments of bank loans

Payment to a noncontrolling interest in the liquidation of a subsidiary

Cash contributed by non-controlling shareholders of a subsidiary

Net cash provided by financing activities

Effect of exchange rate changes on cash and restricted cash

Net decrease in cash and restricted cash

Cash and restricted cash at beginning of the period

Cash and restricted cash at end of the period

Reconciliation of cash and restricted cash:

Cash

Restricted cash, current

Restricted cash, non-current

Total cash and restricted cash

Supplemental information

Interest paid

Income taxes paid

Income taxes refund

Non-cash investing and financing activities:

Purchase of property, equipment and software and intangible assets included in accrued
expenses and other current liabilities

Accretion of Redeemable Convertible Preferred Shares

Payable arising from a distribution agreement

Issuance of put option liabilities

Nine Months Ended
September 30, 2023

USs
(413,303)

(158,849)
2,573
16,317
(38,254)
37,428
(5.059)
1,379
(1,032)
(145,497)

26,139
27,883
(11,554)
22,297

11,000
378,691
(147,866)
(148)
4,460
310,902
(21,961)
(269,859)
739,533
469,674

416,641
52,197
836

469,674

6,153
640
(45)

62,401
5,063
22,296
9,376
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Revenues. We had revenues of US$317.9 million in the nine months ended September 30, 2023, representing an
increase of 8,594.0% from US$3.7 million in the nine months ended September 30, 2022, primarily due to the
commencement of BEV sales and sales from the distribution of Lotus-brand ICE sports cars, auto parts, and
peripheral products, as well as automotive design and development services provided to OEM customers.

Cost of revenues. 'We had total cost of revenues of US$284.2 million in the nine months ended September 30, 2023,
representing an increase of 11,295.1% from US$2.5 million in the nine months ended September 30, 2022, primarily
due to increased cost of sales from vehicle products, auto parts and peripheral products, and automotive design and
development services provided to OEM customers.

Total operating expenses. ~ We had total operating expenses of US$541.6 million in the nine months ended
September 30, 2023, representing an increase of 63.0% from US$332.4 million in the nine months ended
September 30, 2022, primarily due to increase in R&D costs in relation to new model development, increase in
employee-related costs and professional services fees in relation to business operations and expansion, branding,
advertising and marketing costs, increase in distribution network expansion costs, and decrease in amortization of
deferred income relating to government grants.

Net loss. As a result of the foregoing, we had net loss of US$526.5 million in the nine months ended September 30,
2023, representing an increase of 43.6% from US$366.6 million in the nine months ended September 30, 2022.

Accounts receivable. As of September 30, 2023, we had accounts receivable of US$34.3 million, compared with
US$8.7 million as of December 31, 2022. The change was mainly due to increase in sales to third-party distributors
which resulted in an increase in accounts receivable from these third-party distributors.

Prepayments and other current assets. As of September 30, 2023, we had prepayments and other current assets of
US$139.9 million, compared with US$53.1 million as of December 31, 2022. The increase was mainly related to an
increase in prepayment for purchase of Lotus-brand ICE sports cars as well as increase in deductible VAT.

Short-term borrowings. As of September 30, 2023, we had short-term borrowings of US$246.9 million, compared
with US$28.7 million as of December 31, 2022. The short-term borrowings were primarily related to borrowings
from banks.

Accounts payable. As of September 30, 2023, we had accounts payable of US$289.3 million, compared with
US$7.2 million as of December 31, 2022. The accounts payable were primarily related to increase in the purchase of
BEVs and Lotus-brand ICE sports cars.

Accrued expenses and other current liabilities. As of September 30, 2023, we had accrued expenses and other
current liabilities of US$536.9 million, compared with US$506.5 million as of December 31, 2022. The accrued
expenses and other current liabilities were primarily related to the acquisition of the distribution right and increase in
accrued payroll, consumable materials for R&D expenditures and payable for other operating expenditures in line
with business expansion.

Exchangeable notes.  As of September 30, 2023, we had exchangeable notes of US$451.9 million, compared with
US$427.1 million as of December 31, 2022. The exchangeable notes were primarily related to additional proceeds
from issuance of exchangeable notes.

Deferred income.  As of September 30, 2023, we had deferred income of US$266.4 million, compared with
US$258.5 million as of December 31, 2022. The increase in deferred income was primarily related to additional
asset-related subsidies received relating to the Group’s corporate buildings and plant net of amortization of deferred
income relating to government grants.

We had cash and restricted cash of US$469.7 million as of September 30, 2023, compared with US$739.5 million as
of December 31, 2022. The change was mainly a result of net operating cash outflow in line with the business
expansion, as well as the investing cash outflow partially offset by financing cash inflow.

Our financial data set forth above is prepared in accordance with U.S. GAAP and on the assumption that it will
continue as a going concern. The going concern assumption contemplates the realization of assets and satisfaction of
liabilities in the normal course of business. However, substantial doubt about our ability to
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continue as a going concern exists. The plans we have evaluated to continue as a going concern are consistent with
the plans which it had evaluated for the financial data relating to us included elsewhere in this prospectus. The
feasibility of such plans is contingent upon many factors outside of our control, which are highly uncertain and
difficult to predict. The financial data above does not include any adjustments to the carrying amounts and
classification of assets, liabilities, and reported expenses that may be necessary if we were unable to continue as a
going concern.

Implications of Being an Emerging Growth Company

We qualify as an “emerging growth company” as defined in the JOBS Act, and we will remain an emerging growth
company until the earliest of (a) the last day of the fiscal year during which we have total annual gross revenues of at
least US$1.235 billion; (b) the last day of our fiscal year following the fifth anniversary of the first sale of our
Ordinary Shares pursuant to an effective registration statement; (c) the date on which we have, during the preceding
three-year period, issued more than US$1.0 billion in non-convertible debt; or (d) the date on which we are deemed
to be a “large accelerated filer” under the Exchange Act, which would occur if the market value of our common
equity that are held by non-affiliates exceeds US$700 million as of the last business day of our most recently
completed second fiscal quarter.

As an emerging growth company, we may take advantage of certain exemptions from various reporting
requirements that are applicable to other publicly traded entities that are not emerging growth companies, including,
but not limited to, not being required to comply with the auditor attestation requirements of Section 404 of the
Sarbanes-Oxley Act of 2002 (the “Sarbanes-Oxley Act”), reduced disclosure obligations regarding executive
compensation in their periodic reports and proxy statements, and exemptions from the requirements of holding a
non-binding advisory vote on executive compensation and shareholder approval of any golden parachute payments
not previously approved. If some investors find our securities less attractive as a result, there may be a less active
trading market for our securities and the prices of our securities may be more volatile.

Implications of Being a Foreign Private Issuer

We are subject to the information reporting requirements of the Exchange Act that are applicable to “foreign private

issuers,” and under those requirements we file reports with the SEC. As a foreign private issuer, we are not subject to
the same requirements that are imposed upon U.S. domestic issuers by the SEC. Under the Exchange Act, we are
subject to reporting obligations that, in certain respects, are less detailed and less frequent than those of U.S.
domestic reporting companies. For example, we are not required to issue quarterly reports, proxy statements that
comply with the requirements applicable to U.S. domestic reporting companies, or individual executive
compensation information that is as detailed as that required of U.S. domestic reporting companies. We also have
four months after the end of each fiscal year to file our annual reports with the SEC and are not required to file
current reports as frequently or promptly as U.S. domestic reporting companies. Furthermore, our officers, directors
and principal shareholders are exempt from the requirements to report transactions in our equity securities and from
the short-swing profit liability provisions contained in Section 16 of the Exchange Act. As a foreign private issuer,

we are also not subject to the requirements of Regulation FD (Fair Disclosure) promulgated under the Exchange Act.
These exemptions and leniencies reduce the frequency and scope of information and protections available to you in
comparison to those applicable to shareholders of U.S. domestic reporting companies.

Implications of Being a Controlled Company

As of the date of this prospectus, Mr. Shufu Li indirectly owns more than 50% of the aggregate voting power of our
total issued and outstanding share capital. As a result, we qualify as a “controlled company” within the meaning of
Nasdaq’s corporate governance standards and have the option not to comply with certain requirements to which
companies that are not controlled companies are subject, including the requirement that a majority of our board of
directors shall consist of independent directors and the requirement that our nominating and corporate governance
committee and compensation committee shall be composed entirely of independent directors. See “Risk Factors
Risks Relating to Our Securities — As a company incorporated in the Cayman Islands and a “controlled company”
within the meaning of the Nasdaq corporate governance rules, we are permitted to adopt certain home country
practices in relation to corporate governance matters
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that differ significantly from Nasdaq corporate governance listing standards applicable to domestic U.S. companies
or rely on exemptions that are available to a “controlled company”; these practices may afford less protection to
shareholders than they would enjoy if we complied fully with Nasdaq corporate governance listing standards.”

Our Corporate Information

LTC was incorporated as an exempted company in accordance with the laws and regulations of the Cayman Islands
on August 9, 2021. The mailing address of our principal executive office is No. 800 Century Avenue, Pudong
District, Shanghai, People’s Republic of China, and our phone number is +86 21 5466-6258. Our corporate website
address is www.group-lotus.com. The information contained in, or accessible through, our website does not
constitute a part of this prospectus.

Summary Risk Factors

Investing in our securities entails a high degree of risk as more fully described under “Risk Factors.” You should
carefully consider such risks before deciding to invest in our securities.

Risks Relating to Our Business and Industry

» The automotive market is highly competitive, and we may not be successful in competing in this industry.

Our reliance on a variety of arrangements with Geely Holding, including agreements related to research and
development, procurement, manufacturing, and engineering, could subject us to risks.

We may not succeed in continuing to maintain and strengthen our brand, and our brand and reputation could
be harmed by negative publicity with respect to us, our directors, officers, employees, shareholders, peers,
business partners, or our industry in general.

We have a limited operating history and our ability to develop, manufacture, and deliver automobiles of high
quality and appeal to customers, on schedule, and on a large scale is unproven and still evolving.

We have not been profitable and had negative net cash flows from operations. If we do not effectively
manage our cash and other liquid financial assets, execute our plan to increase profitability and obtain
additional financing, we may not be able to continue as a going concern.

Forecasts and projections of our operating and financial results relies in large part upon assumptions and
analyses developed by our management. If these assumptions or analyses prove to be incorrect, our actual
operating results may be materially different from those forecasted or projected.

We have received a limited number of orders for Eletre, some of which may be cancelled by customers
despite their deposit payment and online confirmation.

We currently depend on revenues generated from a limited number of vehicle models.

Risks Relating to Doing Busi in China

» The PRC government has significant oversight over our business and authority to influence and intervene in
our operations as the government deems appropriate to advance regulatory and societal goals and policy
positions. Any actions by the PRC government to exert more oversight over offerings that are conducted
overseas and/or foreign investment in China-based issuers could significantly limit or completely hinder our
ability to offer or continue to offer securities to investors and cause the value of such securities to
significantly decline. For more details, see “Risk Factors — Risks Related to Doing Business in China —
Failure to meet the PRC government’s complex regulatory requirements on and significant oversight over
our business operation could result in a material adverse change in our operations and the value of our
securities.”

We may be adversely affected by the complexity, uncertainties and changes in regulations of mainland
China on automotive as well as internet-related businesses and companies.
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The approval of and/or filing with the CSRC or other PRC government authorities may be required in
connection with our offshore offerings under PRC law, and, if required, we cannot predict whether or for
how long we will be able to obtain such approval or complete such filing.

The PCAOB had historically been unable to inspect our auditor in relation to their audit work.

Our securities may be prohibited from trading in the U.S. under the Holding Foreign Companies
Accountable Act, or the HFCAA, if the PCAOB is unable to inspect or investigate completely auditors
located in China. The delisting of our securities, or the threat of their being delisted, may materially and
adversely affect the value of your investment.

Risks and uncertainties arising from the legal system of mainland China, including risks and uncertainties
regarding the interpretation and enforcement of laws and quickly evolving rules and regulations in mainland
China, could result in a material adverse change in our operations and the value of its securities. For more
details, see “Risk Factors — Risks Related to Doing Business in China — Uncertainties with respect to the
legal system and changes in laws and regulations in mainland China could adversely affect us.”

* We are subject to laws and regulations of mainland China restricting capital flows which may affect our
liquidity. See “Risk Factors — Risks Related to Doing Business in China— 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, and any limitation on the ability of our PRC subsidiaries to make payments to us could have a
material and adverse effect on our ability to conduct our business” and “— Regulation of loans to and direct
investment in PRC entities by offshore holding companies and governmental control of currency conversion
may delay or prevent us from making loans to or make additional capital contributions to our PRC
subsidiaries, which could materially and adversely affect our liquidity and our ability to fund and expand our
business.”

Risks Relating to Intellectual Property and Legal Proceedings

» We may need to defend ourselves against intellectual property right infringement, misappropriation, or other
claims, which may be time-consuming and would cause us to incur substantial costs.

» We may not be able to prevent others from unauthorized use of our intellectual property, which could harm
our business and competitive position.

* As our patents may expire and may not be extended, our patent applications may not be granted, and our
patent rights may be contested, circumvented, invalidated, or limited in scope, our patent rights may not
protect us effectively. In particular, we may not be able to prevent others from developing or exploiting
competing technologies, which could materially and adversely affect our business, financial condition, and
results of operations.

Risks Relating to Our Securities

« If securities or industry analysts do not publish research, publish inaccurate or unfavorable research or cease
publishing research about us, the price for our ADSs and the trading volume could decline significantly.

» Future resales of our securities by our securityholders may cause the market price of the our securities to
drop significantly, even if our business is doing well.

* A market for our ADSs may not develop, which would adversely affect the liquidity and price of our ADSs.

For additional detail on these and other risks, see “Risk Factors” starting on page 20 of this prospectus.
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ADSs, Ordinary Shares and Warrants.

Securities being registered

ADSs offered by us:

ADSs issuable upon exercise of all
Warrants

Use of proceeds

ADSs and Warrants offered by the
Selling Securityholders

ADSs offered by the Selling
Securityholders

THE OFFERING

The summary below describes the principal terms of the offering. The “Description of Share Capital” section and
“Description of American Depositary Shares” section of this prospectus contains a more detailed description of our

Up to (i) 680,957,495 ADSs; (ii) 15,037,030 ADSs, issuable upon
the exercise of the Warrants; and (iii) 5,486,784 Warrants.

15,037,030 ADSs.

We will receive up to an aggregate of approximately
US$172.9 million from the exercise of all Warrants, assuming the
exercise in full of all of the Warrants for cash. The exercise price of
the Warrants is US$11.50 per share, subject to adjustment as
described herein, and the closing price of the ADSs on Nasdaq on
February 27, 2024 was US$0.85 per share. The likelihood that
warrant holders will exercise the Warrants and any cash proceeds
that we would receive are dependent upon the market price of the
Ordinary Shares, among other things. If the market price for the
ADSs is less than US$11.50 per share, we believe warrant holders
will be unlikely to exercise their Warrants. There is no assurance
that the Warrants will be “in the money” prior to their expiration or
that the Warrant holders will exercise their Warrants. To the extent
that any Warrants are exercised on a cashless basis, the amount of
cash we would receive from the exercise of the Warrants will
decrease. See the section titled “Use of Proceeds.”

Up to 680,957,495 ADSs, which represent:

* 542,850,129 Class A Ordinary Shares beneficially owned by
Lotus Advanced Technology Limited Partnership, Lotus
Technology International Investment Limited, ETIKA
AUTOMOTIVE SDN. BHD., LOTUS GROUP
INTERNATIONAL LIMITED, MISSION PURPLE L.P,
SCC Growth V Holdco B, Ltd., Mission Bloom Limited,
SKYMACRO RESOURCES LIMITED, lJingkai Fund,
Northpole GLY 3 LP, Hangzhou Fuyang Investment
Development Co., Ltd. and Ningbo Shangchuang Equity
Investment Partnership (Limited Partnership), which were
originally acquired prior to the Closing Date;

7,162,718 Sponsor Shares issued to the LCAA Founder
Shareholders on the Closing Date in exchange for the LCAA
Class B Ordinary Shares;

¢ 5,486,784 Ordinary Shares issuable upon the exercise of the
Sponsor Warrants;

. 122,446,496 Ordinary Shares issued to the PIPE Investors on
the Closing Date; and
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Warrants offered by the Selling
Securityholders

Offering price

Use of proceeds

Securities issued and outstanding prior to
exercise of Warrants as of the date of
this prospectus

Dividend Policy

Market for ADSs and Warrants

Risk factors

¢ 3,011,368 Ordinary Shares issued to the CB Investors on the
Closing Date.

Up to 5,486,784 Warrants.

The Registered Securities offered by this prospectus may be
offered, sold or distributed from time to time through public or
private transactions, at either prevailing market prices or at
privately negotiated prices. See the section titled “Plan of
Distribution.”

We will not receive any proceeds from the sale of the securities to
be offered by the Selling Securityholders.

676,735,814 Ordinary Shares.

We have not declared or paid cash dividends or made any
distributions as of the date of this prospectus. We do not intend to
declare dividends or make distributions in the near future. Any
determination to pay dividends on our ordinary shares would be at
the discretion of our board of directors, subject to applicable laws,
and would depend on our financial condition, results of operations,
capital requirements, general business conditions, and other factors
that our board of directors may deem relevant.

The ADSs and Warrants are listed on Nasdaq under the trading
symbols “LOT” and “LOTWW,” respectively.

Prospective investors should carefully consider the “Risk Factors”
for a discussion of certain factors that should be considered before
buying the securities offered hereby.
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RISK FACTORS

You should carefully consider the following risk factors, together with all of the other information included in this
prospectus, before making an investment decision. The occurrence of one or more of the events or circumstances
described in these risk factors, alone or in combination with other events or circumstances, may have a material
adverse effect on our business, financial condition, results of operations, prospects and trading price. The risks
discussed below may not prove to be exhaustive and are based on certain assumptions made by us, which later may
prove to be incorrect or incomplete. We may face additional risks and uncertainties that are not presently known to
us, or that are currently deemed immaterial, but which may also ultimately have an adverse effect on us. The
trading price and value of our ADSs and Warrants could decline due to any of these risks, and you may lose all or
part of your investment. This prospectus and any prospectus supplement or related free writing prospectus also
contain forward-looking statements that involve risks and uncertainties. Our actual results could differ materially
from those anticipated in these forward-looking statements as a result of certain factors, including the risks faced by
us described below and elsewhere in this prospectus and any prospectus supplement or related free writing
prospectus.

Risks Relating to Our Business and Industry

The automotive market is highly competitive, and we may not be ful in competing in this industry.

The global automotive market is highly competitive and has historically been associated with significant barriers to
entry, including large capital requirements for and investment costs of developing, designing, manufacturing and
distributing vehicles, long lead times to bring vehicles to market from the concept and design stage, the need for
specialized design and development expertise, regulatory requirements, establishing a brand name and image and the
need to establish sales and service locations. We have strategically entered into the sustainable luxury BEV market,
and we face a variety of added challenges that a traditional automobile manufacturer would not encounter, including
additional costs of developing and producing an electric powertrain that has comparable performance to a traditional
gasoline engine in terms of range and power, inexperience with servicing electric vehicles, regulations associated
with the transport of batteries, and the need to establish or provide access to sufficient charging locations and
unproven high-volume customer demand for fully electric vehicles. We expect the sustainable luxury BEV market
segment to become even more competitive in the future as additional players enter into this segment. We compete
with competitors all around the world. Our vehicles also compete with ICE vehicles as well as new energy vehicles.

Many of our current and potential competitors, particularly international competitors, have significantly greater
financial, technical, manufacturing, marketing, and other resources than we do and may be able to devote greater
resources to the design, development, manufacturing, distribution, promotion, sale, and support of their products.

We expect competition in our industry to intensify in the future in light of increased demand and regulatory push for
alternative fuel vehicles, continuing globalization and consolidation in the worldwide automotive industry. Factors
affecting competition include, among others, local protectionism, brand recognition product quality and
performance, technological innovation, product design and styling, pricing, safety, and customer service. Increased
competition may lead to lower vehicle unit sales and increased inventory, which may adversely affect our business,
financial condition, operating results, and prospects. Our ability to successfully overcome the industry barriers of and
compete in our market will be fundamental to our future success in existing and new markets and our market share.
There can be no assurance that we will be able to successfully overcome the industry barriers of and compete in our
markets. If our competitors introduce new cars or services that successfully compete with or surpass the quality or
performance of our cars or services at more competitive prices, we may be unable to satisfy existing customers or
attract new customers at such prices and levels and our business, financial condition, results of operations, and
prospects will be affected.

Our reliance on a variety of arrangements with Geely Holding, including agreements related to research and
development, procurement, tfacturing, and engil ing, could subject us to risks.

We have entered into a variety of agreements, including agreements related to research and development,
procurement, manufacturing, and engineering with our strategic partner, Geely Holding. Our reliance on
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these agreements subjects us to a number of significant risks, including the risk of being unable to operate as a
standalone business, launch new vehicles, reach our development and production targets or focus our efforts on core
areas of differentiation.

Of particular importance for our operations are the related party agreements with Geely Holding and its affiliate
entities. These related party agreements include the Technology License Agreement, the Manufacture Cooperation
Agreement, and the Supply of Framework Agreement, amongst other areas. These agreements are described in more
detail in this prospectus under “Certain Relationships and Related Person Transactions — Related Party
Transactions.” These partnerships permit us to benefit from Geely Holding’s decades of experience investing in
established auto-manufacturers while focusing our efforts on core areas of differentiation, such as design, research
and development, performance, and rapid adoption of the latest technologies and sustainability solutions. We intend
to continue to rely on our partnership with Geely Holding as part of our strategy.

Collaboration with Geely Holding for research and development, procurement, manufacturing, and engineering is
subject to risks with respect to operations that are outside of our control. We currently rely and expect to continue to
rely on our strategic partner, Geely Holding, in terms of research and development, procurement, manufacturing, and
engineering with regard to our vehicles. We cannot provide any assurance as to whether our strategic partner will be
able to develop efficient, automated, low-cost production capabilities and processes, and reliable sources of
component supply that will enable us to meet the quality, price, engineering, design, and production standards, as
well as the production volumes, required to successfully commercialize our vehicles. Even if our strategic partner is
successful in developing high volume production capabilities and processes and reliably source its component
supplies, no assurance can be given as to whether it will be able to do so in a manner that avoids significant delays
and cost overruns, including as a result of factors beyond its and our control, such as problems with suppliers and
vendors, or force majeure events, or in time to meet our commercialization schedules or to satisfy the requirements
of existing and potential customers. Any failure to develop such production processes and capabilities within our
projected costs and timelines could have a material and adverse effect on our business, results of operations,
financial condition and prospects. There is risk of potential disputes with our strategic partner, and we could be
affected by adverse publicity related to our strategic partner whether or not such publicity is related to their
collaboration with us. Our ability to successfully build a luxury lifestyle vehicle brand could also be adversely
affected by perceptions about the quality of our strategic partner’s vehicles. In addition, although we are involved in
each step of the supply chain and manufacturing process, given that we also rely on our strategic partner to meet our
quality standards, there can be no assurance that we will successfully maintain quality standards.

If we are unable to maintain collaboration and partnership with Geely Holding, we may be unable to enter into new
agreements with new third-party manufacturing partners on terms and conditions acceptable to us or at all, our
ability to operate as a standalone business, produce vehicles, reach our development and production targets or focus
our efforts on core areas of differentiation could be materially and adversely affected. Besides, we generated a
portion of revenue from automotive design and development services provided to Geely Holding. If we are unable to
maintain collaboration with Geely Holding, our financial performance would be directly and adversely affected.
There can be no assurance that in such event we would be able to partner with other third parties to meet our needs
on acceptable terms or at all. The expense and time required to complete any transition, and to assure that vehicles
manufactured at facilities of new third party partners comply with our quality standards and regulatory requirements,
may be greater than anticipated. Any of the foregoing could adversely affect our business, results of operations,
financial condition, and prospects.

Furthermore, our supply chain efficiency also relies heavily on Geely Holding, largely attributable to its bargaining
power derived from its volume and reputation. Failure to maintain agreements or partnership with Geely Holding
could adversely affect our relationships with suppliers and there is no assurance that in such event we would be able
to maintain relationships with current suppliers or to secure new suppliers to meet our needs on comparable and
acceptable terms. If neither we nor Geely Holding enters into longer-term supplier agreements with guaranteed
pricing for our parts or components, we may be exposed to fluctuations in prices of components, materials and
equipment. For more details, see “—Risks Relating to Our Business and Industry — We are dependent on our
suppliers, many of whom are our single source suppliers for the components they supply” and “—Risks Relating to
Our Business and Industry — We could experience cost increases or disruptions in supply of raw materials or other
components used in our vehicles.”
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We may not succeed in continuing to maintain and strengthen our brand, and our brand and reputation could be

harmed by negative publicity with respect to us, our directors, officers, employees, shareholders, peers, business
partners, or our industry in general.

Our business and prospects will heavily depend on our ability to maintain and strengthen the “Lotus” brand
associated with design, sustainability, and technological excellence. We obtained licenses from Group Lotus Limited
to use the trademarks in the “Lotus” brand on lifestyle vehicles, parts and components. There is no assurance that
our BEV lifestyle vehicles will maintain and strengthen a reputation comparable to that of Lotus’ ICE sports vehicle
segment. If we fail to do so we may lose the opportunity to build a critical mass of customers. Promoting and
positioning our brand will likely depend significantly on our ability to provide high quality vehicles and services and
engage with our customers as intended, and we have limited experience in these areas. In addition, we expect that
our ability to develop, maintain, and strengthen the brand will depend heavily on the success of our branding efforts.
We market our brand through media, word-of-mouth, events, and advertising. Such efforts may not achieve the
desired results. If we do not maintain and strengthen a strong brand, our business, financial condition, results of
operations, and prospects will be materially and adversely affected.

The trademark licenses granted to us to use the “Lotus” brand are on a royalty-free and worldwide basis and are for
use of the trademarks (i) exclusively (subject to any existing licenses already granted) for lifestyle vehicles and parts
and components in relation thereto that we design, develop, manufacture, assemble, distribute and sell; (ii) non-
exclusively for our business of providing related after-sale services for the lifestyle vehicles; (iii) non-exclusively on
related products (excluding anything relating to sports cars); and (iv) any other occasions in relation to the business
as duly approved by its board (excluding anything relating to sports cars). Due to certain of the licenses being non-
exclusive, third parties may also be able to use the trademarks in the “Lotus” brand for similar purposes. The
trademark licenses will terminate upon (1) a material breach of any terms of the license agreement of any party and
non-remedy of such breach within 30 days after being notified in writing of the breach; (2) a takeover, liquidation, or
arrangement with a party’s creditors or a party ceasing or threatening to cease to carry on its business; (3) a loss of
power of the licensor’s majority shareholders as a whole to directly or indirectly instruct and control the
management of the licensor; or (4) a material breach of any terms of the shareholders” agreement of LTC and non-
remedy of such breach within 30 days after being notified in writing of the breach.

Since we are not the owners of the trademarks in the “Lotus” brand, we depend on the ability of Group Lotus
Limited to obtain, maintain and enforce such trademarks in the “Lotus” brand. While we are able to request that
Group Lotus Limited file additional, similar trademark applications to those that are currently licensed, Group Lotus
Limited may determine not to pursue such applications. Furthermore, Group Lotus Limited may determine not to
adequately protect or pursue litigation against other companies or may pursue such litigation less aggressively than
we would. Additionally, Group Lotus Limited may allege that we have breached our license agreement with them,
and accordingly seek to terminate the license, which could adversely affect our competitive business position and
harm our business prospects.

Licensing of trademarks involves complex legal and business issues. Disputes may arise regarding trademarks
subject to such licensing agreement, including (i) the scope of rights granted under such license agreement and other
interpretation-related issues; and (ii) our diligence obligations under the license agreement and what activities satisfy
those diligence obligations. If disputes over trademarks that we have or may in the future license prevent or impair
our ability to maintain our current or future licensing arrangements on acceptable terms, we may be unable to
successfully commercialize the affected products. We are generally also subject to all of the same risks with respect
to protection of trademarks that we may license as we are for trademarks that we own. If we or any of our current or
future licensors fail to adequately protect these trademarks, our ability to commercialize our products could suffer.

Our reputation and brand are vulnerable to many threats that can be difficult or impossible to predict, control, and
costly or impossible to remediate. For example, from time to time, our vehicles are reviewed by media or other third
parties. Any negative reviews or reviews that compare us unfavorably to competitors could adversely affect
consumer perception about our vehicles. Negative publicity about us, such as alleged misconduct, unethical business
practices, or other improper activities, or rumors relating to our business, directors, officers, employees, or
shareholders, can harm our reputation, business, and results of operations, even if they are baseless or satisfactorily
addressed. Such allegations, even if unproven or meritless, may lead
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to inquiries, investigations, or other legal or administrative actions against us by regulatory or government
authorities as well as private parties. Any regulatory inquiries or investigations and lawsuits against us, perceptions
of inappropriate business conduct by us or perceived wrongdoing by any member of our management team, among
other things, could substantially damage our reputation, and cause us to incur significant costs to defend ourselves.
Any negative market perception or publicity regarding our suppliers or other business partners that we closely
cooperate with, or any regulatory inquiries or investigations and lawsuits initiated against them, may also have an
impact on our brand and reputation, or subject us to regulatory inquiries or investigations or lawsuits. Moreover, any
negative media publicity about the auto industry, especially the EV industry, or product or service quality problems
of other automakers in the industry in which we operate, including our competitors, may also negatively impact our
reputation and brand. In particular, given the popularity of social media, any negative publicity, whether true or not,
such as road accidents, vehicle self-ignition, or other perceived or actual safety issues, could quickly proliferate and
harm customer perceptions of, and confidence in, our brand. Perceived or actual concerns about battery deterioration
that are often associated with EVs could also negatively impact customer confidence in BEVs in general and our
vehicles in particular. If we are unable to maintain and strengthen our reputation or further strengthen our brand
recognition, our ability to attract and retain customers, third-party partners, and key employees could be harmed and,
as a result, our business, financial position, and results of operations could be materially and adversely affected.

We have a limited operating history and our ability to develop, manufacture, and deliver automobiles of high
quality and appeal to customers, on schedule, and on a large scale is unproven and still evolving.

Our EV business was founded in 2018. Our first vehicle model, Eletre, was launched in 2022. There is limited
historical basis for making judgments on the demand for our vehicles or our ability to develop, manufacture, and
deliver vehicles, or our profitability in the future. It is difficult to predict our future revenues and appropriately
budget for our expenses, and we may have limited insight into trends that may emerge and affect our business.

The sustainability of our business depends, in large part, on our ability to timely execute our plan to develop,
manufacture, and deliver on a large scale automobiles of high quality and appeal to customers. We have entered into
an agreement with Geely Holding to manufacture our new lifestyle BEV models for the global market using the
Wuhan manufacturing facility. We expect the Wuhan manufacturing facility will continue to produce the Eletre
model and, with additional investment in necessary tooling and fixture upgrades, our planned Sedan, SUV and Sports
BEVs. To date, we have limited automobile manufacturing experience, and therefore cannot assure you that we will
be able to achieve our targeted production volume of commercially viable vehicles on a timely basis, or at all.

Our continued development, manufacturing, and delivery of high quality automobiles to achieve our targeted
production volume are and will be subject to risks, including with respect to:

* delays in our EV technology development;
* lack of necessary funding;
« delays or disruptions in our supply chain;

* quality control deficiencies;

inability to adapt to changing market conditions and manage growth effectively;
« incompliance with environmental, workplace safety, and relevant regulations; and
* cost overruns.

Historically, automakers are expected to periodically introduce new and improved models to stay abreast of the
market. To remain competitive, we may be required to introduce new vehicle models and perform facelifts on
existing vehicle models earlier or more frequently than originally planned, which would require us to invest to a
larger extent in research and development. We cannot assure you that facelifts on Eletre or any future models we
launch will appeal to our customers as we expect, or that any introduction of new models or facelifts will not
adversely affect the sales of existing models.
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Furthermore, we rely on third-party suppliers for the provision and development of many of the key components and
materials used in our vehicles. To the extent our suppliers experience any difficulties in providing us with or
developing necessary components, we could experience delays in delivering vehicles. See also “— Risks Relating to
our Business and Industry — We are dependent on suppliers, many of whom are our single source suppliers for the
components they supply.” Any delay in the development, manufacturing, and delivery of Eletre or future models, or
in performing facelifts to existing models, could subject us to customer complaints and materially and adversely
affect our reputation, demand for our vehicles, and our growth prospects.

Any of the foregoing could materially and adversely affect our business, financial condition, and results of
operations.

We have not been profitable and had negative net cash flows from operations. If we do not effectively manage
our cash and other liquid financial assets, execute our plan to increase profitability and obtain additional
financing, we may not be able to continue as a going concern.

We have not been profitable since our inception. We incurred net loss of US$352.9 million, US$206.3 million,
US$724.6 million and US$110.5 million in the six months ended June 30, 2023 and 2022 and in 2022 and 2021,
respectively. In addition, we had negative net cash flows from operating activities of US$303.7 million,
US$132.7 million, US$351.4 million and US$126.5 million in the six months ended June 30, 2023 and 2022 and in
2022 and 2021, respectively. As of June 30, 2023 and December 31, 2022 and 2021, our accumulated deficit was
US$1,193.9 million, US$846.8 million and US$122.8 million, respectively. We incurred capital expenditures of
US$113.2 million, US$44.8 million, US$133.3 million and US$34.6 million in the six months ended June 30, 2023
and 2022 and in 2022 and 2021, respectively. Historically, we relied principally on proceeds from the issuance of
exchangeable notes, convertible notes and related party borrowings to finance our operations and business
expansion. We will require additional liquidity to continue our operations over the next 12 months. We are
evaluating strategies to obtain the required additional funding for future operations. These strategies may include,
but are not limited to: (a) obtaining additional loans from banks or related parties, and issuance of redeemable
convertible preferred shares and convertible notes or exchangeable notes to new and existing investors and renewal
of existing convertible notes and exchangeable notes when they are due, though there is no assurance that we will be
successful in obtaining such additional liquidity on terms acceptable to us, if at all; or failing that, (b) a business plan
to increase revenue and control operating costs and expenses to generate positive operating cash flows and optimize
operational efficiency to improve our cash flow from operation. The feasibility of such plan is contingent upon many
factors out of our control, and is highly uncertain and difficult to predict. We may seek additional equity or debt
financing in the future to satisfy capital requirements, respond to adverse developments or changes in our
circumstances or unforeseen events or conditions, or fund organic or inorganic growth. We cannot assure you that
financing will be available in amounts or on terms acceptable to us, if at all. In the event that additional financing is
required from third party sources, we may not be able to raise it on acceptable terms or at all, and there could be
potential significant negative impact on our ability to continue its operations.

The pressure on us to generate positive cash flow may be further exacerbated by our contractual obligations,
including capital commitments, operating lease commitments, borrowings, and debts. We expect to continue to
invest in the production ramp-up of Eletre, expansion of sales and servicing network, design and testing of new
models, and research and development to further expand our business. These investments may not result in revenue
increases or positive net cash flow on a timely basis, or at all. If we were not able to continue as a going concern, or
if there were continued doubt about our ability to do so, additional financing may not be available to us on
reasonable terms or at all. These factors give rise to substantial doubt over our ability to continue as a going concern.
See “Management’s Discussion and Analysis of Financial Condition and Results of Operation — Liquidity and
Capital Resources.” The accompanying consolidated financial statements do not include any adjustments that might
result if we are unable to continue as a going concern and, therefore, be required to realize our assets and discharge
our liabilities other than in the normal course of business which could cause investors to suffer the loss of all or a
substantial portion of their investment.

We may not generate sufficient revenues and may incur substantial losses for a number of reasons, including lack of
demand for our vehicles, increasing competition, and other risks discussed herein, and we may incur unforeseen
expenses, or encounter difficulties, complications, or delays in deriving revenues or achieving profitability.
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Forecasts and projections of our operating and financial results relies in large part upon assumptions and
analyses developed by our 14 . If these 1pti or analyses prove to be incorrect, our actual
operating results may be materially different from those forecasted or projected.

Our operating results forecast relies in large part upon assumptions and analyses developed by our management and
reflects current estimates of future performance, any or all of which may not prove to be correct or accurate. If these
assumptions, analyses or estimates prove to be incorrect or inaccurate, our actual operating results may differ
materially and adversely from those forecasted or projected. We believe that the assumptions in the forecasts and
projections were reasonable at the time such information was prepared, given the information we had at the time. In
particular, the prospective financial information was prepared by our management based on estimates and
assumptions believed to be reasonable with respect to the expected future financial performance, which do not take
into account any circumstances or events occurring thereafter. This prospective financial information incorporates
certain financial and operational assumptions, including, but not limited to, future industry performance, general
business, economic, market and financial conditions, and matters specific to our business. In addition, such
projections incorporate assumptions relating to (a) sales volumes, average selling prices and revenues, which could
be significantly impacted by economic events and consumer demand for our vehicles; (b) our expectation to sell
vehicles internationally, which could be impacted by trade policies, regulatory constraints and other factors; (c) our
ability to maintain the strength of our brand; (d) our ability to manage costs of raw material and certain components
and the associated manufacturing costs of our products and services; (e) projected growth in the luxury BEV market;
and (e) our ability to satisfy delivery of our electric vehicles, and introduce new models, on the timeline and at the
quantities planned.

However, the assumptions that underlie the prospective financial information are preliminary and there can be no
assurance that our actual results will be in line with our expectations. The prospective financial information covers
multiple years and such financial projections, by their nature, become subject to greater uncertainty with each
succeeding year. In addition, whether actual operating and financial results and business developments will be
consistent with our expectations and assumptions as reflected in the forecast depends on a number of factors, many
of which are outside our control, including, but not limited to those stated elsewhere in this “Risk Factors” section
and the following:

» whether we can obtain sufficient capital to sustain and grow our business;

our ability to manage growth;

» whether we can manage relationships with key suppliers;

our ability to obtain necessary regulatory approvals;

« market demand for our vehicles;

« the timing and cost of new and existing marketing and promotional efforts;
+ competition, including established and future competitors;

* our ability to retain existing key management, to integrate recent hires and to attract, retain and motivate
qualified personnel;

« the overall economy strength and stability globally and in jurisdictions we operate;

regulatory, legislative, and political changes; and
* consumer spending habits.

The forecasts and projections also reflect assumptions as to certain business decisions that are subject to change. The
forecasts and projections were not prepared with a view toward public disclosure or with a view toward complying
with the guidelines of the SEC, or the guidelines established by the American Institute of Certified Public
Accountants with respect to the forecasts and projections, but, in the view of our management, was prepared on a
reasonable basis, reflects the best currently available estimates and judgments, and presents, to the best of
management’s knowledge and belief, the expected course of action and the expected future financial performance of
us. However, such information is not historical fact, should not be seen as guidance or relied upon as being
necessarily indicative of future results.
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The projections and forecasts were prepared based on numerous variables and assumptions that are inherently
uncertain and may be beyond the control of our management. Specifically, our results forecast is based on projected
purchase prices, unit costs for materials, manufacturing, packaging and logistics, warranty, sales, marketing and
service, and our projected number of orders for the vehicles with factors such as industry cost benchmarks taken into
consideration. Neither our independent auditors, nor any other independent accountants, have compiled, examined
or performed any procedures with respect to the projections and forecasts, nor have they expressed any opinion or
any other form of assurance on such information or its achievability, and assume no responsibility for, and disclaim
any association with, the forecasts and projections.

Unfavorable changes in any of these or other factors, most of which are beyond our control, could turn out to be
different than those anticipated, materially and adversely affect our business, prospects, financial results, and results
of operations, and have an adverse impact on the market price of our ADSs or our financial position.

We have received a limited number of orders for Eletre, some of which may be lled by c 's despii
their deposit payment and online confirmation.

Our customers may cancel their orders for many reasons outside of our control, and we have experienced
cancellation of orders in the past. In addition, customers may terminate their orders even after such orders are
deemed automatically confirmed on the expiry of two days after a customer has paid his or her deposit and has not
cancelled the order during such period. As of September 30, 2023, less than 1.07% of our cumulative confirmed
orders of Eletre with non-refundable deposits had been cancelled. The time lag between reservation to delivery could
also impact customer decisions on whether to ultimately make a purchase, due to potential changes in preferences,
competitive developments, and other factors. If we encounter delays in the deliveries of Eletre or future vehicle
models, or if the finalized design and specifications do not match the prototypes we developed, a significant number
of orders may be cancelled. As a result, we cannot assure you that orders will not be cancelled or that such orders
will ultimately result in the final purchase, delivery, and sale of the vehicles. Such cancellations could harm our
business, brand image, financial condition, results of operations, and prospects.

We currently depend on revenues generated from a limited ber of vehicle model.

Our business will initially depend substantially on the sales and distribution of Eletre, Emira and Evija until the
delivery of Emeya (Type 133), which is currently expected in 2024. Customers tend to expect OEMs to offer a wide
range of product portfolio and continue to upgrade their existing products. To better meet our customers’ demand,
we plan to introduce two future new BEV models respectively in 2024 and 2025, and plan to upgrade our existing
models on an ongoing basis. To the extent our product variety and cycle does not meet consumer expectations, or
we cannot achieve our projected timelines and cost and volume targets, our future sales may be adversely affected.
Given that, for the foreseeable future, our business will depend on a single or limited number of vehicle models, to
the extent a particular model is not well-received by the market, our sales volume could be materially and adversely
affected, which, in turn, could materially and adversely affect our business, financial condition, and results of
operations.

Any delays in the manufacturing and launch of the commercial production vehicles in our pipeline could have a
material adverse effect on our business.

We launched the Eletre in 2022 and commenced deliveries of the Eletre in China and Europe in 2023. In addition,
we expect to launch new vehicle models in the near future as we ramp up our business. Automobile manufacturers
often experience delays in the design, manufacture, and commercial release of new vehicle models. We plan to
target a broader market with our future vehicles, and to the extent we need to delay the launch of our vehicles, our
growth prospects could be adversely affected as we may fail to grow our market share. We also plan to periodically
perform facelifts or refresh existing models, which could also be subject to delays. Furthermore, we rely on third
party suppliers for the provision and development of many of the key components and materials used in our vehicles.
To the extent our suppliers experience any delays in providing us with or developing necessary components, we
could experience delays in delivering on our timelines. Any delay in the manufacture and launch of the Eletre or our
future models due to any factors, or in refreshing or
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performing facelifts to existing models, could subject us to customer complaints and materially and adversely affect
our reputation, demand for our vehicles, results of operations, and growth prospects.

Our vehicles are subject to homologations and motor vehicle safety standards and the failure to acquire
h logations or satisfy dated safety standards in jurisdicti we operate would materially and adversely
affect our business and results of operations.

All vehicles sold must comply with various standards governing the market in which the vehicles are sold. In
particular, our vehicles must meet or exceed all mandated safety standards to be certified under applicable
regulations in jurisdictions we plan to sell our vehicles. Rigorous testing and the use of approved materials and
equipment are among the requirements for achieving these standards. We have incurred, and expect to continue to
incur, significant costs in complying with these regulations.

In the EU, vehicles must be type-approved under EU Regulation 2018/858 (the Whole Vehicle Type Approval
— “WVTA”), and must comply with vehicles safety standard under EU Regulation 2019/2144 (the “General Safety
Regulation™). In the U.K., vehicles must be type-approved under the GB Type Approval Scheme from February 1,
2024 or under the Provisional GB Type Approval Scheme up until February 1, 2024, and must conform with the EU
Regulation 661/2009 which was adopted as retained EU law by virtue of the European Union (Withdrawal) Act
2018 and implemented by the Road Vehicles (Approval) Regulations 2020. In the U.S., vehicles must be to certified
to meet all applicable Federal Motor Vehicle Safety Standards (“FMVSS”), federal bumper standards, and federal
anti-theft standards issued and administered by the National Highway Traffic Safety Administration (“NHTSA”). In
addition, each state in the U.S. may impose additional vehicle safety requirements with respect to vehicle equipment
or components that are not regulated by a federal standard. For more discussion, see “Government Regulations —
Global Government Regulations — Regulations on Type Approval” and “Government Regulations — Global
Government Regulations — Regulations on Safety.” As of the date of this prospectus, our Eletre has received type-
approval in the EU and the U.K. while it has not received type-approval in U.S.

In China, each vehicle model must pass various tests and undergo a certification process and be affixed with the
China Compulsory Certification, or CCC, before we receive delivery of vehicles from the factory, import or sell
such vehicles, or use such vehicles for commercial activities, and such certification is also subject to periodic
renewal. Although we have obtained the CCC for Eletre, Emira and Emeya, there is no guarantee that we will be
able to renew such certification upon expiry in the future or to obtain CCC for our future vehicles. To the extent that
it takes us longer to acquire or we eventually fail to acquire the CCC certification for any of our future vehicles or we
are unable to renew the CCC certification for Eletre, we could experience delays in delivering or fail to deliver at all,
which would have a material and adverse effect on our reputation, business, financial condition, and results of
operations. Furthermore, the PRC government and issuing agencies of such certification may carry out supervisory
activities on certified vehicles, including routine and unscheduled, and impromptu inspections. In the event that a
certified vehicle has a defect resulting in quality or safety accidents, or consistent failure of certified vehicles to
comply with certification requirements is discovered during follow-up inspections, the certification could be
revoked. With effect from the date of revocation or during suspension of the certification, any vehicle that fails to
satisfy the requirements for certification may not continue to be delivered, sold, imported, or used in other
commercial activities.

These laws and standards are subject to change from time to time, and we could become subject to additional safety
regulations in jurisdictions we operate in the future, which would increase the effort and expense of compliance. To
the extent that it takes us longer to acquire or we eventually fail to acquire or renew safety standard certification in
jurisdictions we plan to sell Eletre or any of our future vehicles, we could experience delays in delivering or fail to
deliver at all, which would have a material and adverse effect on our reputation, business, financial condition, and
results of operations.

Our future growth is dependent on the d d for, and upon consumers’ willingness to adopt luxury electric
vehicles, which is associated with 's” d d for bile and luxury vehicles, and adoption of new
energy vehicles.

Demand for automobile sales depends to a large extent on general, economic, political and social conditions in a
given market and the introduction of new vehicles and technologies. As our business grows, economic conditions
and trends will impact our business, prospects, and operating results. A weak or uncertain
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macroeconomic environment, high or increasing inflation (including in relation to energy prices) and interest rates,
stagnant or declining wages and restrictive lending policies may reduce consumers’ net purchasing power and lead
existing and potential customers to refrain from purchasing a new vehicle. Demand for our vehicles may also be
affected by factors directly impacting automobile price or the cost of purchasing and operating automobiles, such as
sales and financing incentives, prices of raw materials and parts and components, and cost of fuel and governmental
regulations, including tariffs, import regulation, and other taxes. Volatility in demand may lead to lower vehicle unit
sales, which may result in further downward price pressure and adversely affect our business, prospects, financial
condition and operating results.

Our future growth also depend on consumers’ demand for luxury vehicles. The economic environment and
macroeconomic conditions influence levels of disposable income and consumer spending, thereby impacting
demand for luxury vehicles, and defer a purchase further or to purchase a more affordable model with fewer optional
features at a lower price. Further, a weak or uncertain economic environment, especially when combined with low
consumer confidence, may disproportionately reduce demand for luxury vehicles, due to the discretionary nature of
such purchases. A decrease in potential customers’ disposable income or their financial flexibility, an increase in the

overall cost of financing or consumer concerns about the social perception of purchasing luxury products will
therefore generally have a negative impact on demand for the our vehicles.

Demand for our luxury BEVs will also highly depend upon the adoption by consumers of new energy vehicles in
general and electric vehicles in particular. The market for new energy vehicles is still rapidly evolving, characterized
by rapidly changing technologies, price and other competition, evolving government regulation and industry
standards, and changing consumer demands and behaviors. Other factors that may influence the adoption of
alternative fuel vehicles, and specifically electric vehicles, include:

 perceptions about electric vehicle quality, safety, design, performance, and cost, especially if adverse events
or accidents occur that are linked to the quality or safety of electric vehicles, whether or not such vehicles are
produced by us or other manufacturers;

* perceptions about vehicle safety in general, in particular safety issues that may be attributed to the use of
advanced technology, including electric vehicle and regenerative braking systems;

« the limited range over which electric vehicles may be driven on a single battery charge and the speed at
which batteries can be recharged;

« the decline of an electric vehicle’s range resulting from deterioration over time in the battery’s ability to hold
a charge;

* concerns about electric grid capacity and reliability;

the availability of new energy vehicles;

* improvements in the fuel economy of traditional ICE;

the availability of service for electric vehicles;
« the environmental consciousness of consumers;

* access to charging stations, standardization of electric vehicle charging systems, and consumers’ perceptions
about convenience and cost to charge an electric vehicle;

the availability of tax and other governmental incentives to purchase and operate electric vehicles or future
regulation requiring increased use of nonpolluting vehicles;

* perceptions about and the actual cost of alternative fuel; and

* macroeconomic factors.

Any of the factors described above may cause current or potential customers not to purchase our luxury electric
vehicles and use our services. If the market for luxury electric vehicles does not develop as we expect or develops
more slowly than we expect, our business, prospects, financial condition, and operating results will be affected.
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Our sales depend in part on our ability to establish and maintain confidence in our business prospects among
consumers, analysts and others within our industry.

Consumers may be less likely to purchase our vehicles if they do not believe that our business will succeed or that
our operations, including service and customer support operations, will continue for many years. Similarly, suppliers
and other third parties will be less likely to invest time and resources in developing business relationships with us if
they are not convinced that our business will succeed. Accordingly, to build, maintain and grow our business, we
must establish and maintain confidence among customers, suppliers, analysts and other parties with respect to our
liquidity and business prospects. Maintaining such confidence may be particularly difficult as a result of many
factors, including our limited operating history, others’ unfamiliarity with our vehicles, uncertainty regarding the
future of electric vehicles, any delays in scaling production, delivery and service operations to meet demand,
competition and our production and sales performance compared with market expectations. Many of these factors
are largely outside of our control, and any negative perceptions about our business prospects, even if exaggerated or
unfounded, would likely harm our business and make it more difficult to raise additional capital in the future. In
addition, a significant number of new electric vehicle companies have recently entered the automotive industry. If
these new entrants or other manufacturers of electric vehicles go out of business, produce vehicles that do not
perform as expected or otherwise fail to meet expectations, such failures may have the effect of increasing scrutiny
of others in the industry, including us, and further challenging customer, supplier and analyst confidence in our
business prospects.

Our industry and its technology are rapidly evolving and may be subject to unforeseen changes. Developments in
alternative technologies or impro in electric vehicle technology may materially and adversely affect the
demand for our electric vehicles.

We operate in the electric vehicle market, which is rapidly evolving and may not develop as we anticipate. The
regulatory framework governing the industry in various countries is currently uncertain and may remain uncertain
for the foreseeable future. As our industry and our business develop, we may need to modify our business model or
change our services and solutions. Such changes may not achieve expected results, which could have a material
adverse effect on our results of operations and prospects.

Furthermore, we may be unable to keep up with changes in electric vehicle technology and, as a result, our
competitiveness may suffer. Our research and development efforts may not be sufficient to adapt to changes in
electric vehicle technology. As technologies change, we plan to upgrade or adapt our vehicles and introduce new
models in order to equip our vehicles with the latest technology, in particular battery cell technology. Such upgrades
could involve substantial costs and lower our return on investment for existing vehicles. There can be no assurance
that we will be able to compete effectively with alternative vehicles or source and integrate the latest technology into
our vehicles, against the backdrop of our rapidly evolving industry. Even if we are able to keep pace with changes in
technology and develop new models, our prior models could become obsolete more quickly than expected,
potentially reducing our return on investment.

Developments in alternative technologies, such as advanced diesel, ethanol, fuel cells or compressed natural gas, or
improvements in the fuel economy of the ICE, may materially and adversely affect our business and prospects in
ways we do not currently anticipate. For example, compressed natural gas may emerge as consumers’ preferred
alternative to petroleum-based propulsion. Any failure by us to successfully react to changes in existing technologies
could materially harm our competitive position and growth prospects.

We are subject to risks associated with intelligent driving technology and uncertain and evolving regulations
pertaining intelligent driving in jurisdictions we operate.

Eletre is expected to be equipped with Level 2 intelligent driving features realized through ADAS in 2023. We rely
on third-party suppliers for certain technologies and components used in our ADAS, and any defects in or quality
issues with those technologies and components could result in actual or perceived quality issues with our vehicles.
We plan to enhance and expand the intelligent driving capabilities of our vehicles through ongoing research and
development. However, we cannot guarantee that our vehicles will achieve its targeted assisted or intelligent driving
functionality within its projected timeframe, or ever. In addition, intelligent driving as an evolving and complex
technology is subject to risks, and from time to time there have been accidents associated with such technology. The
safety of such technology depends in part on user interaction
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and users may not be accustomed to using such technology. To the extent accidents associated with our future
intelligent driving technology occur, we could be subject to liability, government scrutiny, and further regulation.
Any of the foregoing could materially and adversely affect our brand image, financial condition, results of
operations, and growth prospects.

In addition, ADAS technology is subject to considerable international regulatory uncertainty as the laws in different
jurisdictions we operate evolve to catch up with the rapidly evolving nature of the technology itself, all of which is
beyond our control. There is a variety of international, federal and state regulations that may apply to self-driving
and driver-assisted vehicles. For example, in the EU, certain vehicle safety regulations apply to self-driving braking
and steering systems, and certain treaties also restrict the legality of certain higher levels of self-driving vehicles. In
the U.K., The Automated and Electric Vehicles Act 2018 provides a framework for ADAS regulations in the U.K. In
the U.S., there are currently no federal U.S. regulations imposing additional mandatory safety or performance
requirements on self-driving vehicles. Certain states have legal restrictions on self-driving vehicles, and many other
states are considering them. See “Government Regulations — Global Government Regulations — Regulations on
Automated Driving/Advanced Driver Assistance System (“AD/ADAS”).” For discussion on regulations on ADAS
technology in China, see “Government Regulations — PRC Government Regulations — Regulations on Intelligent
Connected Vehicles and Autonomous Driving.”

Self-driving laws and regulations are expected to continue to evolve in numerous jurisdictions globally, which
increases the likelihood of a patchwork of complex or conflicting regulations that may delay products or restrict self-
driving features and availability, which could adversely affect our business. Our vehicles may not achieve the
requisite level of autonomy that may be required in some countries or jurisdictions for certification and rollout to
consumers or may not satisfy changing regulatory requirements which could require us to redesign, modify or
update our ADAS hard-ware and related software systems. Any such requirements or limitations could impose
significant expense or delays and could harm our competitive position, which could adversely affect our business,
prospects, results of operations and financial condition.

We are dependent on suppliers, many of whom are our single source liers for the comy they supply.

‘PP

Our success depends upon our and our manufacturing partner’s ability to enter into new supplier agreements and
maintain our relationships with suppliers who are critical and necessary to the output and production of our vehicles.
We rely on suppliers to provide key components and technology for our vehicles.

Many of our suppliers are currently single source suppliers for components of Eletre, and we expect that this to be
similar for any other future vehicle we may produce. While we try to obtain components from multiple sources
whenever possible, similar to other automobile providers, many of the components used in our vehicles are
purchased from a single source, which exposes us to multiple potential sources of delivery failure or component
shortages. To date, we have no qualified alternative sources for most of the single sourced components used in our
vehicles and we generally do not maintain long-term agreements with our single source suppliers. Agreements for
the purchase of battery cells and other components contain or are likely to contain pricing provisions that are subject
to adjustment based on changes in market prices of key commodities. Substantial increases in the prices for such
components, materials and equipment, whether due to supply chain or logistics issues or due to inflation, would
increase our operating costs and could reduce our margins if it cannot recoup the increased costs. Any attempts to
increase the announced or expected prices of our vehicles in response to increased costs could be viewed negatively
by our customers or potential customers and could adversely affect our business, prospects, financial condition, and
results of operations. Furthermore, qualifying alternate suppliers or developing our own replacements for certain
highly customized components of the Eletre or our future vehicles may be time consuming and costly. A recent
supply chain disruption related to certain EV components could expose us to delayed deliveries and component
shortages in 2024. There can be no assurance that our business, financial condition, and results of operations will
not be materially and adversely affected by future supply chain disruptions. Any disruption in the supply of
components, whether or not from a single source supplier, could temporarily disrupt production of our vehicles until
an alternative supplier is fully qualified by us or is otherwise able to supply us the required material. There can be no
assurance that we would be able to successfully retain alternative suppliers or supplies on a timely basis, on
acceptable terms or at all. Changes in business conditions, force majeure, governmental changes, and other factors
beyond our control or which we do not presently anticipate, could also affect our
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suppliers” ability to deliver components to us on a timely basis. Any of the foregoing could materially and adversely
affect our results of operations, financial condition, and prospects.

The supplier agreements for our current or future vehicles may have provisions where such agreements can be
terminated in various circumstances, including potentially without cause. If the suppliers and strategic partners
become unable to provide, or experience delays in, providing components or technology, or if the supplier
agreements we have in place are terminated, it may be difficult to find replacement components and technology.
Changes in business conditions, pandemics, governmental changes, and other factors beyond our control or that we
do not presently anticipate could affect our ability to receive components or technology from our suppliers.

Further, we rely on Geely Holding’s bargaining power derived from its volume and reputation in negotiating supply
agreements for the production of our vehicles and we may be at a disadvantage due to our limited operating history
as a standalone business. There is the possibility that finalizing the supply agreements for the parts and components
of our vehicles will cause significant disruption to our operations, or such supply agreements could be priced in
manners that make it difficult for us to operate profitably.

We could experience cost increases or disruptions in supply of raw materials or other components used in our
vehicles.

Significant costs are incurred related to procuring raw materials required to manufacture and assemble our vehicles.
Various raw materials are used in our vehicles including aluminum, steel, carbon fiber, non-ferrous metals such as
copper, lithium, nickel as well as cobalt. The prices for these raw materials fluctuate depending on factors beyond
our control, including market conditions and global demand for these materials, and could adversely affect our
business and operating results. Our business also depends on the continued supply of battery cells for our vehicles.
Battery cell manufacturers may refuse to supply electric vehicle manufacturers to the extent they determine that the
vehicles are not sufficiently safe. We are exposed to multiple risks relating to availability and pricing of quality
lithium-ion battery cells. These risks include:

 the inability or unwillingness of current battery cell manufacturers to build or operate battery cell
manufacturing plants to supply the numbers of lithium-ion cells required to support the growth of the electric
vehicle industry as demand for such cells increases;

« disruption in the supply of cells due to quality issues or recalls by the battery cell manufacturers; and

« an increase in the cost of raw materials, such as lithium, nickel, and cobalt, used in lithium-ion cells.

‘We do not control our suppliers or their business practices. Accordingly, we cannot guarantee that the quality of the
components manufactured by them will be consistent and maintained to a high standard. Any defects of or quality
issues with these components or any noncompliance incidents associated with these third-party suppliers could result
in quality issues with our vehicles and hence compromise our brand image and results of operations.

Furthermore, currency fluctuations, tariffs or shortages in petroleum and other economic or political conditions may
result in significant increases in freight charges and raw material costs. Substantial increases in the prices for our raw
materials or components would increase our operating costs, and could reduce our margins. In addition, a growth in
popularity of electric vehicles without a significant expansion in battery cell production capacity could result in
shortages which would result in increased materials costs to us or impact our prospects.

We hold our suppliers to high ethical standards of code of conducts in areas such as human rights, labor conventions
such as prohibition of forced labor and child labor, environmental protection and anti-corruption. However,
violations of any of the foregoing by our major suppliers could have an material impacts on our operations caused
by supply chain disruptions and human rights-based trade restrictions.

The global shortage in the supply of semiconductor chips may disrupt our operations and adversely affect our
business, results of operations, and financial condition.

Since October 2020, the supply of semiconductor chips used for automotive manufacturing has experienced a global
shortage following the disruption to semiconductor manufacturers due to, among other factors, the
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COVID-19 pandemic, an increase in global demand for personal computers for work-from-home economies, and
controls and restrictions on the import or export of semiconductor chips imposed or intended to be imposed by the
U.S. and various foreign governments. We cannot assure you that we will be able to continue to obtain sufficient
quantity of chips or other semiconductor components at a reasonable cost. In addition, similar to other components,
many of the semiconductor components used in our vehicles are purchased from limited sources although we
reserve the flexibility to obtain the components from multiple sources. If the suppliers of the semiconductor
components become unable to meet our demand on acceptable terms, or at all, we may be required to switch to other
suppliers, which could be time consuming and costly. If we fail to find alternative suppliers in time, or at all, our
production and deliveries could be materially disrupted, which may materially and adversely affect our business,
results of operations, and financial condition.

We plan to expand our business and operations internationally to various jurisdictions in which we do not
currently operate and where we have limited operating experience, all of which exposes us to business,

¥ y, political, operational and financial risk.

2.4

We conduct our business worldwide. For example, LTIL and Lotus Tech Creative Center operate in the U.K., Lotus
Tech Innovation Center GmbH operates in Germany, and Lotus Cars Europe B.V. operates in Netherlands. One of
our key business strategies is to pursue international expansion of our business operations and market our products in
multiple jurisdictions, and the global nature of our business could have a material adverse effect on our business,
financial condition, and results of operations. As a result, our business is and we expect that our business will be
subject to a variety of risks and challenges associated with doing business internationally and entering into new
markets, including an increase in our expenses and diversion of the management’s attention from other aspects of
our business. Accordingly, our business and financial results in the future could be adversely affected due to a
variety of factors, including:

« changes in, or impositions of, legislative or regulatory requirements on automotive industry and supply chain
management;

issues related to export or import restrictions, including deemed export restrictions, tariffs, quotas, and other
trade barriers and restrictions, as well as overseas shipment schedules and custom clearance requirements
and processes;

international economic and political conditions, and other political tensions between countries in which we
do business;

* burdens of conforming our vehicles to various international regulatory requirements where our vehicles are
sold, and unexpected changes in such regulatory requirements and enforcement, in connection with type
approval, safety, data protection and privacy, automated driving, environmental protection, recall,
distribution, government incentives, batteries regulations, and end-of-life regulations, among others. See
“Government Regulations — Global Government Regulations;”

» complexities and difficulties in obtaining intellectual property protection and reduced protection for
intellectual property rights in some countries;

« difficulties in staffing and managing global operations and the increased travel, infrastructure and le-gal
compliance costs associated with multiple international locations and subsidiaries;

« conforming to foreign labor laws, regulations and restrictions;

* local business and cultural factors that differ from our normal standards and practices, including business
practices that we are prohibited from engaging in by the Foreign Corrupt Practices Act and other
anticorruption laws and regulations;

establishing localized supply chains and managing international supply chain and logistics costs;

establishing sufficient charging points for our customers in those jurisdictions, via partnerships or, if
necessary, via development of our own charging networks;

« difficulties attracting customers in new jurisdictions;

higher levels of credit risk and payment fraud;
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+ changes in diplomatic and trade relationships, including political risk and customer perceptions based on
such changes and risks;

« disruptions of capital and trading markets and currency fluctuations;
» management of tax consequences and compliance;

* increased costs due to imposition of climate change regulations, such as carbon taxes, fuel or energy taxes,
and pollution limits; and

« other challenges caused by distance, language, and cultural differences, making it harder to do business in
certain international jurisdictions.

If our sales are delayed or cancelled because of any of the above factors, our revenue may be adversely affected. In
addition, we may be subject to increased regulatory risks and local competition in various jurisdictions where we
plan to expand operations but has limited operating experience. Such increased regulatory burden and competition
may limit the available market for our products and services and increase the costs associated with marketing the
products and services where we are able to offer our products. We may also face local protectionism in some of our
target markets that could hinder our ability to execute our business strategies and put us at a competitive
disadvantage relative to domestic automotive manufacturer. For example, in September 2023, the European
Commission announced that an investigation will be launched on whether to impose punitive tariffs to protect the
EU producers against cheaper Chinese electric vehicle imports it says are benefiting from state subsidies. If there are
any adverse findings during or upon the conclusion of such investigation, the European Commission may impose
countervailing duties or punitive tariffs, which may in turn negatively affect our operations and planned future
expansion in Europe. For example, we may be required to increase the price of our products in Europe, which may
decrease our sales. If we are unable to manage the complexity of global operations successfully, or fail to comply
with any of the regulations in other jurisdictions, our financial performance and operating results could suffer.

We may be unable to adequately control the costs associated with our operations.

We have devoted significant capital to developing and growing our business, including developing our first model,
Eletre, expanding our sales and servicing network and building our headquarters in Wuhan. In addition, we plan to
introduce two future new BEV models respectively in 2024 and 2025. We expect to further incur significant costs
that will impact our profitability, including research and development expenses as we roll out new models and
improve existing models, additional operating costs and expenses for production ramp-up, selling and distribution
expenses as we continue to build our brand and market our vehicles, and additional costs associated with being a
public company. Furthermore, currency fluctuations, tariffs or shortages in petroleum and other economic or
political conditions may result in significant increases in freight charges and raw material costs. In addition, we may
also face increased costs in connection with the services we provide, including after-sale services. Our ability to
become profitable in the future will not only depend on our ability to successfully market our vehicles and other
products and services but also to control our costs. If we are unable to design, develop, market, sell, and service our
vehicles and provide services, or if the manufacturing of our vehicles could not be conducted in a cost-efficient
manner, our margins, profitability, and prospects would be materially and adversely affected.

If we fail to manage our growth effectively, we may not be able to market and sell our vehicles successfully.

We have expanded our operations, and as we ramp up our production, significant expansion will be required,
especially in connection with potential increases in sales, providing our customers with high-quality servicing,
expansion of our retail, delivery, and servicing center network, and managing different models of vehicles. Our
future operating results depend to a large extent on our ability to manage this expansion and growth successfully.
Risks that we face in undertaking this expansion include, among others:

» managing our supply chain to support fast business growth;
* maintaining our strategic partnership with Geely Holding to manufacture our vehicles;

* managing a larger organization with a greater number of employees in different divisions;

controlling expenses and investments in anticipation of expanded operations;
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* establishing or expanding design, sales, and service facilities;
 implementing and enhancing administrative infrastructure, systems, and processes; and
* addressing new markets and potentially unforeseen challenges as they arise.

Any failure to manage our growth effectively could materially and adversely affect our business, financial
condition, results of operations, and prospects.

Our business plans require a significant amount of capital. In addition, our future capital needs may require us
to obtain additional equity or debt financing that may dilute our shareholders or introduce covenants that may
restrict our operations or our ability to pay dividends.

We will need significant capital to, among other things, conduct research and development, expand our production
capacity, and roll out our sales network, and delivery and servicing centers. As we ramp up our production capacity
and operations we may also require significant capital to maintain our property, plant, and equipment and such costs
may be greater than what we currently anticipate. We expect that our level of capital expenditures will be
significantly affected by consumer demand for our products and services. The fact that we have a limited operating
history means we have limited historical data on the demand for our products and services. As a result, our future
capital requirements may be uncertain and actual capital requirements may be significantly different from what we
currently anticipate. We may need to seek equity or debt financing to finance a portion of our capital expenditures.
Such financing might not be available to us in a timely manner or on terms that are acceptable, or at all. If we cannot
obtain sufficient capital on acceptable terms, our business, financial condition, and prospects may be materially and
adversely affected.

Our ability to obtain the necessary financing to carry out our business plan is subject to a number of factors,
including general market conditions and investor acceptance of our business plan. These factors may make the
timing, amount, terms and conditions of such financing unattractive or unavailable to us. If we are unable to raise
sufficient funds, we may need to significantly reduce our spending, delay or cancel our planned investment or
expansion activities, or substantially change our corporate structure. We might not be able to obtain any funding or
service any of the debts we incurred, and we might not have sufficient resources to conduct our business as
projected, both of which could mean that we would be forced to curtail or discontinue our operations.

We have entered into a put option agreement with each of Geely HK and Etika, pursuant to which each of Geely and
Etika will have an option to require us to purchase at a pre-agreed price, the equity interests held by Geely and Etika
in Lotus Advance Technologies Sdn Bhd. The put options are exercisable during the period from April 1, 2025 to
June 30, 2025 upon satisfaction of the condition that the total number of vehicles sold by Lotus Advance
Technologies Sdn Bhd and its subsidiaries exceeds 5,000 in 2024 (with the exercise of such options by Geely and
Etika not cross-conditioned on one another). The exercise of the put options to require us to purchase the equity
interests held by Geely and Etika in Lotus Advance Technologies Sdn Bhd may represent a significant financial
obligation that could have a material adverse impact on our liquidity, results of operations, and financial condition.

In addition, our future capital needs and other business reasons could require us to issue additional equity or debt
securities or obtain a credit facility. The issuance of additional equity or equity-linked securities could dilute our
shareholders. The incurrence of indebtedness would result in an increase in debt service obligations and could result
in operating and financing covenants that would restrict our operations or our ability to pay dividends to our
shareholders.

If our suppliers fail to use ethical business practices and comply with applicable laws and regulations, our brand
image could be harmed due to negative publicity.

Our core values, which include developing high quality electric vehicles while operating with integrity, are an
important component of our brand image, which makes our reputation sensitive to allegations of unethical business
practices. We do not control our independent suppliers or their business practices. Accordingly, we cannot guarantee
their compliance with ethical business practices, such as environmental responsibilities, fair wage practices, and
compliance with child labor laws, among others. A lack of demonstrated compliance
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could lead us to seek alternative suppliers, which could increase our costs and result in delayed delivery of our
products, product shortages or other disruptions of our operations.

Violation of labor or other laws by our suppliers or the divergence of an independent supplier’s labor or other
practices from those generally accepted as ethical in the markets in which we do business could also attract negative
publicity for us and our brand. This could diminish the value of our brand image and reduce demand for our electric
vehicles. If we, or other manufacturers in our industry, encounter similar problems in the future, it could harm our
brand image, business, prospects, results of operations, and financial condition.

We may not be able to expand our physical sales network cost-efficiently. Our distribution model is different from
the currently predomi distribution model for kers, and its long-term viability is unproven.

Our distribution model is not common in the automotive industry today. In particular, in China, our vehicles are sold
either directly to users (rather than through dealerships) or through city partners that act as our sales agents and
collect sales commissions on such sales. As of September 30, 2023, we had 206 stores in our global distribution
network. We plan to further expand our physical sales network through a balanced combination of self-operated
stores and partner stores. This planned expansion may not have the desired effect of increasing sales and enhancing
our brand recognition in a cost-efficient manner. We may need to invest significant capital and management
resources to operate existing self-operated stores and open new ones, and there can be no assurance that we will be
able to improve the operational efficiency of our self-operated stores.

Our direct-to-consumer approach to vehicle distribution is relatively new and its long-term effectiveness is
unproven, especially in China. It thus subjects us to substantial risks as it requires, in the aggregate, significant
expenditures and provides for slower expansion of our distribution and sales systems as compared to the traditional
dealership system. For example, we will not be able to utilize long established sales channels developed through a
dealership system to increase our sales volume. Moreover, we will be competing with automakers with well
established distribution channels and we may not be able to satisfy customer expectations.

We also leverage our network of city partners as a pipeline of potential sales partners. However, we may not be able
to identify, attract, and retain a sufficient number of city partners with the requisite experience and resources to
operate our partner stores. Our city partners are responsible for the day-to-day operation of their stores. Although we
offer the same training and implement the same service standards for staff from both self-operated stores and partner
stores, we have limited control over how our city partners’ businesses are run. If our city partners fail to deliver high
quality customer service and resolve customer complaints in a timely manner, or if any of their misconduct damages
our brand image and reputation, our business could be adversely affected. Furthermore, we may experience
disagreements or disputes in the course of our relationship with our city partners or upon termination of our
relationships with city partners, which may lead to financial costs, disruptions, and reputational harm.

Our vehicles may not perform in line with customer expectations and may contain defects.

Our vehicles, including Eletre, may not perform in line with customer expectations. Any product defect or any other
failure of our vehicles to perform or operate as expected could harm our reputation and result in negative publicity,
lost revenue, delivery delays, product recalls, product liability claims, harm to our brand, significant expenses
including warranty claims, and other consequences that could materially and adversely affect our business, financial
condition, results of operations, and prospects.

Our vehicles may have design and manufacturing defects. The design and manufacturing of our vehicles are
complex and could have latent defects and errors, which may cause our vehicles not to perform or operate as
expected or even result in property damage or personal injury. Furthermore, our vehicles use a substantial amount of
third-party and in-house software code and complex hardware to operate. Advanced technologies are inherently
complex, and defects and errors may only be revealed over time. Our control over the long-term consistent
performance of third-party services and systems is limited. While we have performed extensive internal testing on
Eletre’s software and hardware systems and we plan to do so on our future models, we have a limited frame of
reference by which to assess the long-term performance of our systems and vehicles. We cannot assure you that we
will be able to detect and fix any defects in the vehicles we design and produce on a timely basis, or at all.
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In addition, we have limited operating history in testing, delivering, and servicing our vehicles. Although we have
established rigorous protocols for each manual operational process, such as testing, vehicle delivery, and servicing
of our vehicles, there may be instances of, operational mistakes, negligence, failures to follow protocols or other
human errors by our employees or third-party service providers. Such human error could result in failure of our
vehicles to perform or operate as expected. We cannot assure you that we will be able to completely prevent human
errors.

In addition, if any of our vehicles fail to perform or operate as expected, whether as a result of human error or
otherwise, we may need to delay deliveries, initiate product recalls, provide servicing or updates under warranty at
our expense, and face potential lawsuits, which could adversely affect our brand, business, financial condition, and
results of operations.

Our vehicles currently make use of lithium-ion battery cells, which have been observed to catch fire or vent
smoke and flame.

The battery packs that we produce make use of lithium-ion cells, which we purchase from third-party suppliers. On
rare occasions, lithium-ion cells can rapidly release the energy they contain by venting smoke and flames in a
manner that can ignite nearby materials as well as other lithium-ion cells. We have implemented a battery
management system that automatically monitors temperature, power output, and other status of the battery pack,
including a thermal management system that keeps the temperature of the battery pack within an ideal range.
However, our vehicles or their battery packs may still experience failure, which could subject us to lawsuits, product
recalls, or redesign efforts, all of which would be time consuming and expensive. In addition, negative public
perceptions regarding the suitability of lithium-ion cells for automotive use or any future incident involving lithium-
ion cells such as a vehicle or other fire, even if not involving our vehicles, could seriously harm our business.

In addition, any mishandling of battery cells may cause disruption to our business operations. While we have
implemented safety procedures related to the handling of the cells, a safety issue or fire related to the cells could
result in damage or injury, which could further lead to adverse publicity and potentially a safety recall. Moreover,
any failure of a competitor’s electric vehicle or energy storage product may cause indirect adverse publicity for us
and our products. Such adverse publicity could negatively affect our brand and harm our business, financial
condition, results of operations, and prospects.

We may face challenges providing our charging solutions.

Demand for our vehicles will also depend in part on the availability of charging infrastructure. Customers may
charge through super charging stations provided by us or third-party charging piles. While the prevalence of
charging stations has been increasing, charging station locations are significantly less widespread than gas stations.
Some potential customers may choose not to purchase an electric vehicle because of the lack of a more widespread
service network or charging infrastructure at the time of sale.

We have very limited experience in the actual provision of our charging solutions to users and providing these
services is subject to challenges, which include the logistics of rolling out our network and teams in appropriate
areas, inadequate capacity or over capacity in certain areas, security risks or risk of damage to vehicles during our
charging services, and the potential for lack of user acceptance of our services. In addition, although the PRC
government has supported the roll-out of a public charging network, the current charging facility infrastructure is
generally considered to be insufficient. We face significant challenges as we roll out our charging solution, including
access to sufficient charging infrastructure, obtaining any required permits, land use rights and filings, and, to a
certain extent, such roll out is subject to the risk that the government support may discontinue.

In addition, given our limited experience in providing charging solutions, there could be unanticipated challenges
which may hinder our ability to provide our solutions or make the provision of our solutions costlier than
anticipated. To the extent we are unable to meet user expectations or experience difficulties in providing our
charging solutions, our ability to generate customer loyalty and grow our business could be impaired by a lack of
satisfactory access to charging infrastructure, demand for our vehicles may suffer, and our reputation and business
may be materially and adversely affected.
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Our services, including those provided through third parties, may not be generally accepted by our customers. If
we are unable to provide or arrange adequate services for our customers, our brand, business and reputation may
be materially and adversely affected.

We cannot assure you that our services or our efforts to engage with our customers using both our online and offline
channels, will be successful, which could affect our revenues as well as our customer satisfaction and marketing.
Moreover, we are unable to ensure the availability or quality of services provided by third parties, such as road
assistance, vehicle logistics, and automobile financing and insurance. If any of the services provided by third parties
becomes unavailable or inadequate, our customers’ experience may be adversely affected, which in turn may
materially and adversely affect our business and reputation.

In addition to our delivery and servicing centers, some of our after-sales services are carried out by third-party
service providers. Some of these third-party service providers have limited experience in servicing EVs. We cannot
assure you that our service arrangements will adequately address the service requirements of our customers to their
satisfaction, or that we and our authorized body and paint shops will have sufficient resources to meet these service
requirements in a timely manner as the volume of vehicles we deliver increases.

In addition, if we are unable to roll out and establish a widespread service network through a combination of our
delivery and servicing centers and authorized body and paint shops, customer satisfaction could be adversely
affected, which in turn could materially and adversely affect our sales, results of operations, and prospects.

We may become subject to product liability claims, which could harm our fi ial condition and liquidity if we
are not able to successfully defend or insure against such claims.

We may become subject to product liability claims, which could harm our business, financial condition, results of
operations, and prospects. The automotive industry experiences significant product liability claims and we face
inherent risk of exposure to claims in the event our vehicles do not perform as expected or malfunction resulting in
property damage, personal injury, or death. Our risks in this area are particularly pronounced given we have limited
field experience in the operation of our vehicles. A successful product liability claim against us could require us to
pay substantial monetary compensation. Moreover, a product liability claim could generate substantial negative
publicity about our vehicles and business and inhibit or prevent commercialization of our future vehicles, which
would materially and adversely affect our brand, business, prospects, and results of operations. Our insurance
coverage might not be sufficient to cover all potential product liability claims. Any lawsuit seeking significant
monetary damages may materially and adversely affect our reputation, business, financial condition, and results of
operations.

We may be compelled to undertake product recalls or other actions, which could adversely affect our brand
image, financial condition, results of operations, and growth prospects.

Our vehicles are subject to recalls, which may cause adverse publicity, damage to our brand, and liability for costs.
In the future, we may at various times, voluntarily or involuntarily, initiate a recall if any of our vehicles, including
any systems or parts sourced from our suppliers, prove to be defective or noncompliant with applicable laws and
regulations. Such recalls, whether voluntary or involuntary, could involve significant expense and could adversely
affect our brand image in our target markets, as well as our business, financial condition, results of operations, and
growth prospects.

Our warranty reserves may be insufficient to cover future warranty claims and repair needs, which could
adversely affect our financial condition and results of operations.

We currently provide a 5-year or 150,000-kilometer limited warranty and an 8-year or 200,000-kilometer limited
warranty for battery packs, electric motors, and electric motor controllers for Eletre and we provide a 3-year or
60,000-kilometer limited warranty for Emira. We believe our warranty program is similar to other automakers’
warranty programs and is intended to cover all parts and labor to repair defects in material or workmanship in the
body, chassis, suspension, interior, electric systems, battery, powertrain, and brake system. We plan to record and
adjust warranty reserves based on changes in estimated costs and actual warranty costs. However, because we
commenced initial deliveries of Eletre in March 2023, we have little experience with warranty claims regarding our
vehicles or with estimating warranty reserves. We cannot assure you that our
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warranty reserves will be sufficient to cover future warranty claims. We could, in the future, become subject to a
significant and unexpected warranty claims, resulting in significant expenses, which would in turn materially and
adversely affect our financial condition, results of operations, and prospects.

If our vehicle owners modify our vehicles regardless of whether third-party aftermarket products are used, the
vehicle may not operate properly, which may create negative publicity and could harm our business.

Automobile enthusiasts may seek to modify our vehicles, including using third-party aftermarket products, to alter
their appearance or change their performance, which could jeopardize vehicle safety systems. We do not test, nor do
we endorse, such modifications or third-party products. In addition, the use of improper external cabling or unsafe
charging outlets can expose our customers to injury from high voltage electricity. Such unauthorized modifications
could reduce the safety of our vehicles and any injuries resulting from such modifications could result in adverse
publicity which would adversely affect our brand and harm our business, financial condition, results of operations,
and prospects.

Any unauthorized control or manipulation of our vehicle systems could result in loss of confidence in us and our
vehicles and harm our business.

Our vehicles contain complex information technology systems. For example, our vehicles are designed with built-in
data connectivity to accept and install periodic remote updates from us to improve or update the functionality of our
vehicles. We have designed, implemented and tested security measures intended to prevent unauthorized access to
our information technology networks, our vehicles, and their systems. However, hackers may attempt in the future,
to gain unauthorized access to modify, alter, and use our networks, vehicles, and systems to gain control of, or to
change, our vehicles’ functionality, user interface, and performance characteristics, or to gain access to data stored in
or generated by the vehicles. Vulnerabilities could be identified in the future and our remediation efforts may not be
successful. Any unauthorized access to or control of our vehicles or their systems or any loss of data could result in
legal claims or proceedings against us. In addition, regardless of their veracity, reports of unauthorized access to our
vehicles, their systems, or data, as well as other factors that may result in the perception that our vehicles, their
systems, or data are capable of being “hacked,” could negatively affect our brand and harm our business, financial
condition, results of operations, and prospects.

We retain certain information about our customers, which may subject us to complex and evolving laws and
regulations regarding cybersecurity, privacy, data protection and information security in various jurisdictions we
operate.

We use our vehicles’ electronic systems to log, with necessary permission, certain information about each vehicle’s
use in order to aid us in vehicle diagnostics and repair and maintenance, as well as to help us optimize the driving
and riding experiences. Our customers may object to the use of this data, which may harm our business. We have
adopted strict information security policies and deployed advanced security measures to comply with these
requirements and to prevent data loss and other security breaches, including, among others, advanced encryption
technologies. Further, such security measures of our contractors, consultants, and collaborators are also vulnerable to
breakdown or other damage or interruption from such attacks.

Nonetheless, information stored on our systems may be targeted in cyber-attacks, including computer viruses,
worms, phishing attacks, malicious software programs, and other information security breaches, which could result
in the unauthorized release, gathering, monitoring, misuse, loss, or destruction of such information. If
cybercriminals are able to circumvent our security measures, or if we are unable to detect and prevent an intrusion
into our systems, data stored with us may be compromised and susceptible to unauthorized access, use, disclosure,
disruption, modification, or destruction, which could subject us to liabilities, fines and other penalties. Additionally,
if any of our employees accesses, converts, or misuses any sensitive information, we could be liable for damages,
and our business reputation could be materially damaged. Because the techniques used to obtain unauthorized access
or to sabotage systems change frequently, we may not be able to anticipate these techniques and implement adequate
preventative or protective measures.

Due to our data collection practices, products, services and technologies, we are subject to or affected by a number
of laws and regulations in jurisdictions we operate, as well as contractual obligations and industry standards, that
impose certain obligations and restrictions with respect to data privacy and security and govern

38



TABLE OF CONTENTS

our collection, storage, retention, protection, use, processing, transmission, sharing and disclosure of personal
information including that of our employees, customers and other third parties with whom we conducts business.
These laws, regulations and standards may be interpreted and applied differently over time and from jurisdiction to
jurisdiction, and it is possible that they will be interpreted and applied in ways that may have a material and adverse
impact on our business, financial condition and results of operations.

The global data protection landscape is rapidly evolving, and implementation standards and enforcement practices
are likely to remain uncertain for the foreseeable future. We may not be able to monitor and react to all
developments in a timely manner. For example, the EU adopted the General Data Protection Regulation (“GDPR”),
which became effective on May 25, 2018. The U.K. adopted the GDPR as retained EU law at the end of the Brexit
transition period, and a U.K.-specific General Data Protection Regulation (“U.K. GDPR”) which is based on the EU
GDPR came into force from January 1, 2021. In the U.S., there is no overarching generally applicable federal law in
the U.S. that governs personal data. Instead, more narrow and specific federal laws apply to the processing or other
use or treatment of certain types of personal data, and U.S. Federal Trade Commission may bring enforcement
actions against companies that engage in processing of personal data in a manner that constitutes an unfair or
deceptive trade practice. In addition, the overwhelming majority of states have enacted laws related to data privacy.
For instance, California adopted the California Consumer Privacy Act of 2018 (“CCPA”), which became effective in
January 2020. Other jurisdictions have begun to propose similar laws. Failure to comply with applicable
cybersecurity, privacy, data protection and information security laws or regulations or to secure personal information
could result in investigations, enforcement actions and other proceedings against us, which could result in substantial
fines, damages and other liability as well as damage to our reputation and credibility, which could have a negative
impact on revenues and profits. For more risks relating to laws and regulations of mainland China regarding
cybersecurity, privacy, data protection and information security, see “— Risks Relating to Doing Business in China

— We are subject to regulations of mainland China regarding cybersecurity, privacy, data protection and
information security. Any privacy or data security breach or any failure to comply with these laws and regulations
could damage our reputation and brand, result in negative publicity, legal proceedings, increased cost of operations,
warnings, fines, service or business suspension, confiscation of illegal gains, revocation of business permits or
licenses, or otherwise harm our business and results of operations.”

Compliance with applicable cybersecurity, privacy, data protection and information security laws and regulations is
a rigorous and time-intensive process, and we may be required to put in place additional mechanisms to comply with
such laws and regulations, which could cause us to incur substantial costs or require us to change our business
practices, including our data practices, in a manner adverse to our business. In addition, changes in existing laws or
regulations or adoption of new laws and regulations in these fields, particularly any new or amended laws or
regulations that require enhanced protection for certain types of data or new obligations with regard to data
retention, transfer or disclosure, could greatly increase our cost in providing our service offerings, require significant
changes to our operations or even prevent us from providing certain service offerings in jurisdictions in which we
currently operate or in which we may operate in the future.

We generally comply with industry standards and are subject to the terms of our own privacy policies. We have
incurred, and will continue to incur, significant expenses in an effort to comply with privacy, data protection and
information security standards and protocols imposed by laws, regulations, and industry standards in jurisdictions we
operate, or contractual obligations. Nonetheless, certain emerging laws and regulations in these fields are still subject
to a high degree of uncertainty as to their interpretation and application.

Despite our efforts to comply with applicable laws, regulations and other obligations relating to cybersecurity,
privacy, data protection and information security, it is possible that our practices, offerings, services or platform
could fail to meet all of the requirements imposed on us by such laws, regulations or obligations, which may in turn
result in the suspension of our app and thus restrict our use of such information, and hinder our ability to acquire
new customers or market to existing customers.

We cannot assure you that we will or will be able to comply with such laws and regulations regarding cybersecurity,
privacy, data protection and information security in all respects and any failure or perceived failure to comply with
the same may result in inquiries or other proceedings being instituted against, or other actions, decisions or sanctions
being imposed on us by governmental authorities, users, consumers or other
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parties, including warnings, fines, penalties, directions for rectifications, service suspension or removal of our
application from application stores, as well as in negative publicity on us and damage to our reputation, any of
which could cause us to lose users and business partners and have a material adverse effect on our operations,
revenues and profits.

The unavailability, reduction or elimination of government and economic incentives or government policies
which are favorable for electric vehicles and d. ically produced vehicles could have a material adverse effect
on our busi financial condition, operating results, and prospects.

Our growth depends significantly on the availability and extent of government subsidies, economic incentives, and
government policies that support the growth of new energy vehicles.

Our vehicles benefit from government incentives for electric vehicles in the EU, the UK., and the U.S., see
“Government Regulations — Global Government Regulations — Regulations on Incentives.” In China, we also
benefit from favorable government incentives and subsidies, including one-time government subsidies, exemption
from vehicle purchase tax, exemption from license plate restrictions in certain cities, preferential utility rates for
charging facilities and more. Changes in government subsidies, economic incentives, and government policies to
support electric vehicles in any jurisdictions we operate could adversely affect the results of our operations. For
example, China’s central government no longer provides subsidies for purchasers of certain NEVs after
December 31, 2022. In addition, local subsidies for NEVs were required to be canceled after June 25, 2019. If
government incentives for electric vehicles gradually phase out in any jurisdictions we operate, there is no assurance
that the alternative fuel vehicle industry generally or our electric vehicles in particular could maintain their
competitiveness as compared to ICE vehicles.

Our vehicles sales may also be impacted by government policies such as tariffs on imported vehicles and foreign
investment restrictions in the industry. The tariff in China on imported passenger vehicles (other than those
originating in the U.S.) was reduced to 15% starting from July 1, 2018. As a result, pricing advantage of
domestically manufactured vehicles could be diminished. Historically, there had been a certain limit on foreign
ownership of automakers in China, but for automakers of NEVs, such limit was lifted in 2018. Further, pursuant to
the Special Administrative Measures (Negative List) for Foreign Investment Access (2021 Version), or 2021
Negative List, most recently jointly promulgated by the Ministry of Commerce of the PRC and the National
Development and Reform Commission of the PRC, or the NDRC, on December 27, 2021 and became effective on
January 1, 2022, the limit on foreign ownership of automakers for ICE passenger vehicles was also lifted. As a
result, foreign NEV competitors could build wholly-owned facilities in China without the need for a domestic joint
venture partner. These changes could affect the competitive landscape of the NEV industry and reduce our pricing
advantage, which may adversely affect our business, results of operations, and financial condition.

Apart from vehicle purchase subsidies, China’s central government has adopted an NEV credit scheme that
incentivizes OEMs to increase the production and sale of NEVs. Excess positive NEV credits (“automotive
regulatory credits”) are tradable and may be sold to other enterprises through a credit trading scheme established by
the Ministry of Industry and Information Technology of the PRC, or the MIIT. For further information relating to
automotive regulatory credits, please refer to “Government Regulations — PRC Government Regulations —
Favorable Government Policies Relating to New Energy Vehicles in mainland China — Corporate Average Fuel
Consumption and New Energy Vehicle Credit Schemes for Vehicle Manufacturers and Importers.” Any changes in
government policies to restrict or eliminate such automotive regulatory credits trading could adversely affect our
business, financial condition, and results of operations.

Such negative influence could continue. Furthermore, China’s central government provides certain local
governments with funds and subsidies to support the roll-out of charging infrastructure. See “Government
Regulations — PRC Government Regulations — Favorable Government Policies Relating to New Energy Vehicles
in mainland China.” These policies are subject to change and beyond our control. We cannot assure you that any
changes would be favorable to our business. Furthermore, any reduction, elimination, delayed payment or
discriminatory application of government subsidies and economic incentives because of policy changes, the reduced
need for such subsidies and incentives due to the perceived success of electric vehicles, fiscal tightening or other
factors may result in the diminished competitiveness of the alternative fuel vehicle industry generally or our electric
vehicles in particular.
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Any of the foregoing could materially and adversely affect our business, results of operations, financial condition
and prospects.

Our results of operations may vary significantly from period to period due to the lity of our busi and
fluctuations in our operating costs.

Our results of operations may vary significantly from period to period due to many factors, including seasonal
factors that may affect the demand for our vehicles. Automotive manufacturers typically experience seasonality with
comparatively low sales in the first quarter, and comparatively high in fourth quarter of the calendar year. Our
limited operating history makes it difficult for us to judge the exact nature or extent of the seasonality of our
business. Also, any unusually severe weather conditions in certain regions may impact demand for our vehicles. Our
results of operations could also suffer if we do not achieve revenue consistent with our expectations for this seasonal
demand because many of our expenses are based on anticipated levels of annual revenue.

We also expect our period-to-period results of operations to vary based on our operating costs, which we anticipate
will increase significantly in future periods as we, among other things, design and develop our BEVs and new
models and have them manufactured, build and equip new manufacturing facilities to produce such components,
open new retail stores and delivery centers, increase our sales and marketing activities, and increase our general and
administrative functions to support our growing operations.

As a result of these factors, we believe that period-to-period comparisons of our results of operations are not
necessarily meaningful and that these comparisons cannot be relied upon as indicators of future performance.
Moreover, our results of operations may not meet expectations of equity research analysts or investors. If this
occurs, the trading price of our securities could fall substantially either suddenly or over time.

Pandemics and epidemics, natural di: 's, terrorist activities, political unrest, and other outbreaks could disrupt
our production, delivery, and operations, which could materially and adversely affect our business, financial
condition, and results of operations.

Global pandemics, epidemics in any jurisdictions we operate, or fear of spread of contagious diseases, such as Ebola
virus disease (EVD), COVID-19, Middle East respiratory syndrome (MERS), severe acute respiratory syndrome
(SARS), HINI flu, H7N9 flu, and avian flu, as well as hurricanes, earthquakes, tsunamis, or other natural disasters
could disrupt our business operations, reduce or restrict our supply of materials and services, incur significant costs
to protect our employees and facilities, or result in regional or global economic distress, which may materially and
adversely affect our business, financial condition, and results of operations. Actual or threatened war, terrorist
activities, political unrest, civil strife, and other geopolitical uncertainty could have a similar adverse effect on our
business, financial condition, and results of operations. Any one or more of these events may impede our production
and delivery efforts and adversely affect our sales results, or even for a prolonged period of time, which could
materially and adversely affect our business, financial condition, and results of operations.

Beginning in 2020, outbreaks of COVID-19 resulted in the temporary closure of many corporate offices, retail
stores, and manufacturing facilities across China. Normal economic life throughout China was sharply curtailed.
The population in most of the major cities was locked down to a greater or lesser extent at various times and
opportunities for discretionary consumption were extremely limited. China began to modify its zero-COVID policy
at the end of 2022, and most of the travel restrictions and quarantine requirements were lifted in December 2022.
There were surges of cases in many cities during this time which caused disruption to our and our suppliers’
operations, and there remains uncertainty as to the future impact of the virus, especially in light of this change in
policy. The extent to which the pandemic impacts our results of operations going forward will depend on future
developments which are highly uncertain and unpredictable, including the frequency, duration and extent of
outbreaks of COVID-19, the appearance of new variants with different characteristics, the effectiveness of efforts to
contain or treat cases, and future actions that may be taken in response to these developments. China may experience
lower domestic consumption, higher unemployment, severe disruptions to exporting of goods to other countries and
greater economic uncertainty, which may impact our business in a negative way. Consequently, the COVID-19
pandemic may continue to adversely affect our business, financial condition and results of operations in the current
and future years.
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We are also vulnerable to natural disasters and other calamities. Although we have servers that 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 interruptions, damage to
our property, delays in production, 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 business, financial condition, and results of operations.

We have limited insurance coverage, which could expose us to significant costs and business disruption.

While we carry commercial insurance, including employee benefit insurance, employer’s liability insurance,
household property insurance, medical insurance, test drive insurance, overseas business trip insurance, and property
insurance (including property all risks, public liability insurance, and cargo transportation insurance). Such liability
insurance coverage for our products and business operations is limited. A successful liability claim against us,
regardless of whether due to injuries suffered by our customers could materially and adversely affect our financial
condition, results of operations, and reputation. In addition, we do not have any business disruption insurance. Any
business disruption event could result in substantial cost to us and diversion of our resources.

We are or may be subject to risks associated with strategic alliances or acquisitions.

We have entered into and may in the future enter into strategic alliances, including joint ventures or minority equity
investments, with various third parties to further our business purpose from time to time. For example, we entered
into the Distribution Agreement, pursuant to which we are the exclusive distributor to distribute the vehicles
manufactured by Lotus UK within China, among other territories. These alliances could subject us to a number of
risks, including risks associated with sharing proprietary information, non-performance by third parties, and
increases in expenses in integrating and realizing synergies, any of which may materially and adversely affect our
business. We may have limited ability to monitor or control the actions of these third parties and, to the extent any of
these third parties suffers negative publicity or harm to their reputation from events relating to their businesses, we
may also suffer negative publicity or harm to our reputation by virtue of our association with any such third party.

In addition, if appropriate opportunities arise, we may acquire additional assets, products, technologies, or businesses
that are complementary to our existing business. In addition to possible shareholder approval, we may have to obtain
approvals and clearances from relevant government authorities for such acquisitions in order to comply with any
applicable laws and regulations of mainland China, which could result in increasing delay and costs, and may derail
our business strategy if we fail to do so. Moreover, the costs of identifying and consummating acquisitions may be
significant. Furthermore, past and future acquisitions and the subsequent integration of new assets and businesses
into our own require significant attention from our management and could result in a diversion of resources from
our existing business, which in turn could have an adverse effect on our operations. Acquired assets or businesses
may not generate the synergies or financial results we expect. Acquisitions could result in the use of substantial
amounts of cash, potentially dilutive issuances of equity securities, the occurrence of significant goodwill
impairment charges, amortization expenses for other intangible assets, and exposure to potential unknown liabilities
of the acquired business. Any acquired business may be involved in legal proceedings originating from historical
periods prior to the acquisition, and we may not be fully indemnified, or at all, for any damage to us resulting from
such legal proceedings, which could materially and adversely affect our financial position and results of operations.

If we fail to maintain an effective system of internal control over financial reporting, we may be unable to
accurately report our financial results or prevent fraud, and investor confidence in our company and the market
price of our securities may be adversely affected.

In connection with the issuance of our audited consolidated and combined financial statements as of and for the year
ended December 31, 2021, we and our independent registered public accounting firm identified the following two
material weaknesses in our internal control over financial reporting: (i) our Company’s lack of sufficient competent
financial reporting and accounting personnel with appropriate understanding of U.S.
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GAAP and financial reporting requirements set forth by the SEC required to formalize, design, implement and
operate key controls over financial reporting processes to comply with U.S. GAAP and SEC financial reporting
requirements; and (ii) our Company’s lack of period end financial closing policies and procedures to formalize,
design, implement and operate key controls over period end financial closing process for the preparation of
consolidated and combined financial statements, including disclosures, in accordance with U.S. GAAP and relevant
SEC financial reporting requirements. In connection with the issuance of our audited consolidated and combined
financial statements as of and for the year ended December 31, 2022, we and our independent registered public
accounting firm identified one material weakness in our internal control over financial reporting relate to our lack of
sufficient competent financial reporting and accounting personnel with appropriate understanding of U.S. GAAP and
financial reporting requirements set forth by SEC to formalize, design, implement and operate key controls over
financial reporting process to properly address complex U.S. GAAP accounting issues and related disclosures in
accordance with U.S. GAAP and financial reporting requirements set forth by the SEC. Following the identification
of the material weakness, we have taken measures and plan to continue to take measures to remedy this material
weakness. See “Management’s Discussion and Analysis of Financial Condition and Results of Operation — Internal
Control over Financial Reporting.” However, we cannot assure you that the implementation of these measures will
be sufficient to remediate our material weakness, or that material weaknesses or significant deficiencies in our
internal control over financial reporting will not be identified in the future. Our failure to correct this material
weakness or our failure to discover and address any other material weaknesses or significant deficiencies could
result in inaccuracies in our financial statements and impair our ability to comply with applicable financial reporting
requirements and related regulatory filings on a timely basis. Moreover, ineffective internal control over financial
reporting could significantly hinder our ability to prevent fraud.

Following the completion of the Business Combination, we have become a public company in the U.S. and subject
to the Sarbanes-Oxley Act of 2002. Section 404 of the Sarbanes-Oxley Act, or Section 404, requires that we include
a report from management on the effectiveness of our internal control over financial reporting in our annual report
on Form 20-F beginning with our annual report for the fiscal year ending December 31, 2024. In addition, once we
cease to be an “emerging growth company” as such term is defined in the JOBS Act, our independent registered
public accounting firm must attest to and report on the effectiveness of our internal control over financial reporting.
Our management may conclude that our internal control over financial reporting is not effective. Moreover, even if
our management concludes that our internal control over financial reporting is effective, our independent registered
public accounting firm, after conducting its own independent testing, may issue a report that is qualified if it is not
satisfied with our internal controls or the level at which our controls are documented, designed, operated or
reviewed, or if it interprets the relevant requirements differently from us. In addition, after we become a public
company, our reporting obligations may place a significant strain on our management, operational and financial
resources and systems for the foreseeable future. We may be unable to timely complete our evaluation testing and
any required remediation.

During the course of documenting and testing our internal control procedures, in order to satisfy the requirements of
Section 404, we may identify other weaknesses and deficiencies in our internal control over financial reporting. In
addition, if we fail to maintain the adequacy of our internal control over financial reporting, as these standards are
modified, supplemented or amended from time to time, we may not be able to conclude on an ongoing basis that we
have effective internal control over financial reporting in accordance with Section 404. If we fail to achieve and
maintain an effective internal control environment, we could suffer material misstatements in our financial
statements and fail to meet our reporting obligations, which would likely cause investors to lose confidence in our
reported financial information. This could in turn limit our access to capital markets, harm our results of operations,
and lead to a decline in the trading price of our securities. Additionally, ineffective internal control over financial
reporting could expose us to increased risk of fraud or misuse of corporate assets and subject us to potential delisting
from the stock exchange on which we list, regulatory investigations, and civil or criminal sanctions. We may also be
required to restate our financial statements from prior periods.

Interruption or failure of our information technology and communications systems could affect our ability to
effectively provide our services.

Our in-car technology system, and other digitalized sales, service, customer relationship, internal information and
knowledge management systems depend on the continued operation of our information technology and
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communications systems. These systems are vulnerable to damage or interruption from, among others, fire, terrorist
attacks, natural disasters, power loss, telecommunications failures, computer viruses, computer denial of service
attacks, or other attempts to harm our systems. The occurrence of any of the foregoing events could result in damage
to or failure of our systems. These risks may be heightened for operations at facilities outside of our direct control.
Any network interruption or inadequacy that causes interruptions to our products or the access to our product
operating systems, or failure to maintain the network and server or solve such problems in a timely manner, could
reduce our user satisfaction, which, in turn, will adversely affect our reputation, user base and future operations, and
financial condition. Our data centers are also subject to break-ins, sabotage, hackings, malfunctions, loss or
corruption of data, software, hardware or other computer equipment, the intentional or inadvertent transmission of
computer viruses, software errors, malware, security attacks, fraud, and intentional or accidental human actions or
omissions, and to potential disruptions. Some of our systems are not fully redundant, and our disaster recovery
planning cannot account for all eventualities. Any problems at our data centers could result in lengthy interruptions
in our service. In addition, our products and services are highly technical and complex and may contain errors or
vulnerabilities, which could result in interruptions in our services or the failure of our systems.

The construction and operation of our headquarters in Wuhan is subject to regulatory approvals and may be
subject to delays, cost overruns or may not produce expected benefits.

We are currently building, and expect to continue to develop, our headquarters in Wuhan, on land over which we
have acquired land use right certificates. Major construction projects, such as the construction of our headquarters in
Wuhan, require significant capital, and are subject to numerous risks and uncertainties, including, delays, cost
overruns, disputes with builders and contractors, construction quality issues, safety considerations, which are factors
that we cannot control. Any failure to complete these projects on schedule and within budget could adversely impact
our financial condition and results of operations. Under laws of mainland China, construction projects are subject to
broad and strict government supervision and approval procedures, including but not limited to project approvals and
filings, construction land and project planning approvals, environment protection approvals, the pollution discharge
permits, work safety approvals, fire protection approvals, and the completion of inspection and acceptance by
relevant authorities. The construction projects being or to be carried out by us are undergoing necessary approval
procedures as required by law. As a result, the relevant entities operating such construction projects may be subject
to administrative uncertainty construction projects in question within a specified time frame, fines or the suspension
of use of such projects. Any of the foregoing could have a material adverse impact on our operations.

We and our manufacturing partner, Geely Holding, are subject to various envir [ laws and regulations in
Jurisdictions we operate that could impose substantial costs upon us.

As an automobile developer, the operations of ours and our strategic partner, Geely Holding, are subject to various
environmental laws and regulations in jurisdictions we operate, including laws relating to the use, handling, storage,
and disposal of, and human exposure to, hazardous materials, fuel economy and emissions, and with respect to
constructing, expanding and maintaining manufacturing facilities among other things. Environmental laws and
regulations can be complex, and the business and operations of ours and our strategic partner, Geely Holding, may
be affected by future amendments to such laws or other new environmental laws which may require us to change our
operations, potentially resulting in a material adverse effect on our business.

These laws can give rise to liability for administrative oversight costs, cleanup costs, property damage, bodily injury,
and fines and penalties. Capital and operating expenses needed to comply with environmental laws and regulations
can be significant, and violations may result in substantial fines and penalties, third-party damages, suspension of
production or a cessation of our operations.

We are subject to laws, regulations and regulatory agencies regarding environmental protection like EU
Regulation 715/2007 in the EU and the UK., federal level requirements of the Clean Air Act and laws and
regulations administered by the NHTSA and the Environmental Protection Agency and other state level regulations
in the United State, and the Provisions on the Administration of Investments in the Automotive Industry in China.
The costs of compliance to environmental laws and regulations, including remediating contamination if any is found
on our properties and any changes to our operations mandated by new or
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amended laws, may be significant. We may also face unexpected delays in obtaining environmental permits and
approvals required by such laws in connection with the manufacturing and sale of our vehicles, which would hinder
our ability to conduct our operations. Such costs and delays may adversely impact our business prospects and results
of operations. Furthermore, any violations of these environmental laws and regulations may result in litigation,
substantial fines and penalties, remediation costs, third party damages or a suspension or cessation of our operations.

We may be subject to legal proceedings in the ordinary course of our business. If the outcomes of such
proceedings are adverse to us, it could have a material adverse effect on our business, results of operations, and
financial condition.

We may be subject to legal proceedings from time to time in the ordinary course of our business, which could have a
material adverse effect on our business, results of operations, and financial condition. Claims arising out of actual or
alleged violations of law could be asserted against us by our customers, our competitors, governmental entities in
civil or criminal investigations and proceedings, or other entities. These claims could be asserted under a variety of
laws, including but not limited to product liability laws, consumer protection laws, intellectual property laws, labor
and employment laws, securities laws, tort laws, contract laws, property laws, data compliance laws, and employee
benefit laws. There is no guarantee that we will be successful in defending ourselves in legal and administrative
actions or in asserting our rights under various laws. Even if we are successful in our attempt to defend ourselves in
legal and administrative actions or to assert our rights under various laws, enforcing our rights against the various
parties involved may be expensive, time-consuming, and ultimately futile. Such actions could also expose us to
negative publicity and to substantial monetary damages and legal defense costs, injunctive relief, and criminal, civil,
and administrative fines and penalties.

Our revenues and financial results may be adversely affected by economic slowdown globally and in any
Jurisdictions we operate.

The success of our business ultimately depends on consumer spending. Our revenues and financial results are
impacted to a significant extent by economic conditions globally and in any jurisdictions we operate. The global
macroeconomic environment is facing numerous challenges. Any slowdown could significantly reduce domestic
commerce in jurisdictions we operate, including through the automobile market generally and through us. In
addition, there is considerable uncertainty over the long-term effects of the expansionary monetary and fiscal
policies adopted by the central banks and financial authorities of some of the world’s leading economies, including
the U.S. and China. The conflicts in Ukraine and the imposition of broad economic sanctions on Russia could raise
energy prices and disrupt global markets. Unrest, terrorist threats and the potential for war in the Middle East and
elsewhere may increase market volatility across the globe. There have also been concerns about the relationship
between China and other countries, including the surrounding Asian countries, which may potentially have
economic effects. In particular, there is significant uncertainty about the future relationship between the U.S. and
China with respect to trade policies, treaties, government regulations, and tariffs. In addition, the COVID-19
pandemic had negatively impacted the economies of China, the U.S., and numerous other countries around the
world. Economic conditions in jurisdictions we operate may be sensitive to global economic conditions, as well as
changes in domestic economic and political policies and the expected or perceived overall economic growth rate in
specific jurisdiction. Any severe or prolonged economic slowdown globally and in any jurisdictions we operate may
materially and adversely affect our business, results of operations, and financial condition.

Heigh d i in internati r i may adversely impact our business, financial condition, and

S

results of operations.

Recently there have been heightened tensions in international relations, particularly between the U.S. and China and
the conflict between Russia and Ukraine. These tensions have affected both diplomatic and economic ties.
Heightened tensions could reduce levels of trade, investments, technological exchanges, and other economic
activities among major economies. Sanctions may create supply constraints and drive inflation. The existing
tensions and any further deterioration in international relations may have a negative impact on the general,
economic, political, and social conditions and adversely impact our business, financial condition, and results of
operations.
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The U.S. government has made statements and taken certain actions that may lead to changes in U.S. and
international trade policies towards China. In January 2020, the “Phase One” agreement was signed between the
U.S. and China on trade matters. However, it remains unclear what additional actions, if any, will be taken by the
U.S. or other governments with respect to international trade agreements, the imposition of tariffs on goods imported
into the U.S., tax policy related to international commerce, human rights-based trade restrictions or other trade
matters. Any unfavorable government policies on international trade, such as capital controls or tariffs, may affect
the demand for our products and services, impact the competitive position of our products or prevent us from selling
products in certain countries. If any new tariffs, legislation and/or regulations are implemented, or if existing trade
agreements are renegotiated or, in particular, if the U.S. government takes retaliatory trade actions due to recent
U.S.-China trade tensions, such changes could have an adverse effect on our business, financial condition and results
of operations.

In addition, we have been closely monitoring domestic policies in the U.S. designed to restrict certain Chinese
companies from supplying or operating in the U.S. market. These policies include the Clean Network project
initiated by the U.S. Department of State in August 2020 and new authorities granted to the Department of
Commerce to prohibit or restrict the use of information and communications technology and services, or ICTS.
While a substantial majority of our business is conducted in China, policies like these may deter U.S. users from
accessing and/or using our apps, products and services, which could adversely impact our user experience and
reputation.

Likewise, we are monitoring policies in the U.S. that are aimed at restricting U.S. persons from investing in or
supplying certain Chinese companies. The U.S. and various foreign governments have imposed controls, license
requirements and restrictions on the import or export of technologies and products (or voiced the intention to do so).
For instance, in October 2022, the U.S. Commerce Department’s Bureau of Industry and Security issued rules aimed
at restricting China’s ability to obtain advanced computing chips, develop and maintain supercomputers, and
manufacture advanced semiconductors. In addition, the U.S. government may potentially impose a ban prohibiting
U.S. persons from making investments in or engaging in transactions with certain Chinese companies. In
August 2023, the President of the U.S. issued an executive order which prohibits certain new U.S. investment in
China in sensitive technologies, such as computer chips and requires government notification in other technology
sectors. Measures such as these could deter suppliers in the U.S. and/or other countries that impose export controls
and other restrictions from providing technologies and products to, making investments in, or otherwise engaging in
transactions with Chinese companies. As a result, Chinese companies would have to identify and secure alterative
supplies or sources of financing, while they may not be able to do so in a timely manner and at commercially
acceptable terms, or at all. In addition, Chinese companies may have to limit and reduce their research and
development and other business activities, or cease conducting transactions with parties, in the U.S. and other
countries that impose export controls or other restrictions. Like other Chinese companies, our business, financial
condition and results of operations could be adversely affected as a result.

The conflict between Russia and Ukraine has, and is likely to continue to, generate uncertain geopolitical
conditions, sanctions, and other potential impacts on the global economic activities. While we do not have
substantial operations in these areas or any direct suppliers (i.e., Tier 1 supplier) from these areas, there is no
guarantee that these geopolitical tensions will not cause reduce levels of trade, investments and technological
exchanges, or result in disruption to our global economic activities and supply chains, which in turn may have an
adverse impact on our business and results of operations.

Unexpected termination of leases, failure to renew the lease of our existing premises or to renew such leases at
acceptable terms could materially and adversely affect our business.

We lease premises for research and development, self-operated stores, delivery and servicing centers and offices.
We cannot assure you that we would be able to renew the relevant lease agreements without substantial additional
costs or increases in the rental cost payable by us. If a lease agreement is renewed at a rent substantially higher than
the current rate, or currently existing favorable terms granted by the lessor are not extended, our business and results
of operations may be adversely affected.

We have granted, and may continue to grant options and other types of awards under our share incentive plan,
which may result in increased share-based compensation expenses.

We adopted a share incentive plan in September 2022 (the “2022 Share Incentive Plan”), for the purpose of
attracting and retaining the best available personnel, providing additional incentives to employees, directors
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and consultants, and promoting the success of our business. Under the 2022 Share Incentive Plan, we are authorized
to grant options. The maximum aggregate number of ordinary shares that may be issued pursuant to all awards
under the 2022 Share Incentive Plan is 51,550,661 (taking into account the effect of the Recapitalization). As of
December 31, 2023, a total of awards to purchase 45,480,767 ordinary shares have been granted under the 2022
Share Incentive Plan and outstanding, excluding awards that were forfeited or cancelled after the relevant grant
dates. See “Management — Share Incentive Plan.” The plan administrator determines the exercise price for each
award.

We believe the granting of share-based awards is of significant importance to our ability to attract and retain key
personnel and employees, and we may continue to grant share-based compensation to employees in the future. As a
result, our expenses associated with share-based compensation may increase, which may have an adverse effect on
our results of operations.

Furthermore, perspective candidates and existing employees often consider the value of the equity awards they
receive in connection with their employment. Thus, our ability to attract or retain highly skilled employees may be
adversely affected by declines in the perceived value of our equity or equity awards. Furthermore, there are no
assurances that the number of shares reserved for issuance under our share incentive plans will be sufficient to grant
equity awards adequate to recruit new employees and to compensate existing employees.

Our busi depend. b ially on the continued efforts of our executive officers, key employees and
qualified personnel, and our operations may be severely disrupted if we lose their services.

Our success depends substantially on the continued efforts of our executive officers and key employees with
expertise in various areas. If one or more of our executive officers or key employees were unable or unwilling to
continue their services with us, we may not be able to replace them easily in a timely manner, or at all. As we build
up our brand awareness and become more well-known, the risk that competitors or other companies may poach our
talent increases.

Our industry is characterized by high demand and intense competition for talent, in particular with respect to
qualified talent in the areas of automotive intelligence technologies, and therefore, we cannot assure you that we will
be able to continue to attract or retain qualified staff or other highly skilled employees. In addition, because we are
operating in a new and challenging industry that requires continuous innovations of technologies and solutions, we
may not be able to hire qualified individuals with sufficient training in a timely manner, and we may need to spend
significant time and resources training the employees we hire. We also require sufficient talent in areas such as
software development. Furthermore, as our company is relatively young, our ability to train and integrate new
employees into our operations may not meet the growing demands of our business, which may materially and
adversely affect our ability to grow our business and our results of operations.

If any of our executive officers and key employees terminates his or her services with us, our business may be
severely disrupted, our financial condition and results of operations may be materially and adversely affected, and
we may incur additional expenses to recruit, train, and retain qualified personnel. If any of our executive officers or
key employees joins a competitor or forms a competing company, we may lose customers, know-how, and key
professionals and staff members. While each of our executive officers and key employees has entered into an
employment agreement with non-compete clauses with us, if any dispute arises between our executive officers or
key employees and us, the relevant non-competition provisions may not be enforceable, especially under laws of
mainland China, on the ground that we have not provided adequate compensation to them for their non-competition
obligations.

Our management team has limited experience ing a public company.

5

Most of the members of our management team have limited experience in managing a publicly traded company,
interacting with public company investors, and complying with the increasingly complex laws and regulations
pertaining to public companies. Our management team may not successfully or efficiently manage our transition to
being a public company subject to significant regulatory oversight and reporting obligations under the federal
securities laws and the continuous scrutiny of securities analysts and investors. These new obligations and
constituents will require significant attention from our senior management and may divert
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their attention away from the day-to-day management of our business, which could adversely affect our business,
financial condition, and operating results.

We may be subject to anti-corruption, anti-bribery, anti-money laundering, financial and economic sanctions,
and similar laws, and noncompliance with such laws can subj us to admi ative, civil, and criminal
1 Iti llateral ¢ q r dial es, and legal expenses, all of which could adversely affect our
business, results of operations, financial condition, and reputation.

We may be subject to anti-corruption, anti-bribery, anti-money laundering, financial and economic sanctions, and
similar laws and regulations in various jurisdictions in which we conduct activities, including the U.S. Foreign
Corrupt Practices Act, or FCPA, and other anti-corruption laws and regulations. The FCPA prohibits us and our
officers, directors, employees, and business partners acting on our behalf, including agents, from corruptly offering,
promising, authorizing, or providing anything of value to a “foreign official” for the purposes of influencing official
decisions or obtaining or retaining business or otherwise obtaining favorable treatment. The FCPA also requires
companies to make and keep books, records, and accounts that accurately reflect transactions and dispositions of
assets and to maintain a system of adequate internal accounting controls. A violation of these laws or regulations
could adversely affect our business, reputation, financial condition, and results of operations.

We have direct or indirect interactions with officials and employees of government agencies and state-owned
affiliated entities in the ordinary course of business. We also have business collaborations with government agencies
and state-owned affiliated entities. These interactions subject us to an increasing level of compliance-related
concerns. We are in the process of implementing policies and procedures designed to ensure compliance by us and
our directors, officers, employees, consultants, agents, and business partners with applicable anti-corruption, anti-
bribery, anti-money laundering, financial and economic sanctions, and similar laws and regulations. However, our
policies and procedures may not be sufficient and our directors, officers, employees, consultants, agents, and
business partners could engage in improper conduct for which we may be held accountable.

Non-compliance with anti-corruption, anti-bribery, anti-money laundering, or financial and economic sanctions laws
could subject us to whistleblower complaints, adverse media coverage, investigations, and severe administrative,
civil and criminal sanctions, collateral consequences, remedial measures, and legal expenses, all of which could
materially and adversely affect our business, reputation, financial condition, and results of operations.

Certain rights granted to Meritz in connection with the Meritz Investment could limit the funds available to us
Sfollowing the ion of the Busi Combination or result in potentially dilution of our then existing
shareholders.

Following the consummation of the Meritz Investment on the Closing Date, pursuant to the Meritz Subscription
Agreement, Meritz has a put option to sell, upon the occurrence of certain credit events in respect of us (including
any change of control, delisting or suspension of trading for thirty (30) consecutive trading days, or non-payment of
financial indebtedness or final judgment or court order over specified amount), certain collateral-related defaults,
failure to comply with certain financial covenants, failure to satisfy the registration condition with respect to Meritz
Subscription Shares, or the third anniversary of the closing date of the Meritz Investment, all or part of the Ordinary
Shares subscribed and then held by it to us at an agreed return, which is (i) an amount that provides Meritz with a
12.5% internal rate of return on the product of: (a) US$500,000,000; and (b) a fraction, (x) the numerator of which
is the number of the Meritz Subscription Shares with respect to which Meritz exercises its put option (the “Put
Option Shares”); and (y) the denominator of which is 50,000,000 (subject to any applicable anti-dilution
adjustment), /ess (ii) an amount that yields a 12.5% internal rate of return on any cash dividends actually received by
Meritz from us with respect to the Put Option Shares.

Meritz’s rights described above and certain other rights and entitlements of Meritz under the Meritz Subscription
Agreement are secured by a fixed charge in favor of Meritz over a restricted securities account of us holding U.S.
treasury bonds and/or U.S. treasury bills and a fixed charge granted by us in favor of Meritz over a restricted cash
account of us. In the event the market price of the Ordinary Shares drops below a certain level, we will under certain
circumstances be required to top up additional cash into such restricted cash
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account to provide additional security. Pursuant to the Meritz Subscription Agreement, we deposited into the
restricted securities account (i) certain U.S. treasury bonds with the aggregate outstanding principal amount of
US$325,000,000, and (ii) certain U.S. treasury bonds and/or U.S. treasury bills with the aggregate outstanding
principal amount of US$175,000,000. In addition, the security documents granting the foregoing security interests
provide Meritz with right to freely sell, assign, pledge, rehypothecate, lend, invest, use, commingle or otherwise
dispose of, and otherwise use in its business (“Rehypothecate™), all collateralized U.S. treasury bonds and/or U.S.
treasury bills during the relevant security period without any further consent of LTC, subject to the applicable terms
and conditions of the security documents. Subject to the applicable terms and conditions of the security documents,
Meritz shall be obligated to (a) in the event that we are permitted under the Meritz Subscription Agreement to
withdraw any Rehypothecated U.S. treasury bonds and/or U.S. treasury bills and requests to do so, return U.S.
treasury bonds and/or U.S. treasury bills in the same class and issue and outstanding principal amount as the U.S.
treasury bonds and/or U.S. treasury bills subject to withdrawal to the restricted securities account, and (b) return all
Rehypothecated U.S. treasury bonds and/or U.S. treasury bills to the restricted securities account upon the earlier of
(i) the expiry of the relevant security period or (ii) the occurrence of any insolvency event, bankruptcy, liquidation,
dissolution or winding up or similar event, whether voluntary of involuntary, or a filing for bankruptcy or similar
proceedings in respect of Meritz. In connection with the Meritz Investment, we undertake to ensure the total amount
of freely available cash that is not subject to any legal or contractual restrictions as to withdrawal or use (excluding
any restriction that is imposed by the foreign exchange rules or policies under applicable law) held by it as of the last
date of each fiscal quarter shall be no less than US$175,000,000, in each case as evidenced in the applicable
quarterly financial results filed or furnished by us with the SEC pursuant to a Current Report on Form 6-K. For more
details, see “Certain Relationships And Related Person Transactions — Certain Business Combination Related
Agreements — Meritz Investment.”

We may be required to use a substantial portion of our cash to provide security and, if Meritz exercises its put
option, purchase Ordinary Shares held by Meritz. In addition, we may be required to acquire additional cash and/or
not deploy a substantial portion of its cash to satisfy the covenant with respect to the minimum required level of
freely available cash. The payment of the Put Option Price and the requirement to not withdraw or use freely
available cash will reduce the funds available to us for working capital, capital expenditures, and other corporate
purposes, which may in turn limit our ability to implement our business strategy. There can be no assurance that we
will generate sufficient cash flows from operations or that future financing will be available to us in amounts
sufficient to enable us to fund our operations after providing the security interests and making timely payments in
respect of Meritz’s investment as described above. In addition, we are subject to the risk that Meritz fails to return all
or any of the Rehypothecated U.S. treasury bonds and/or U.S. treasury bills in accordance with the security
documents when requested by us in accordance with the security documents. Any such failure would further reduce
the funds available to us, which could adversely affect our ability to continue operations.

Risks Relating to Doing Business in China

7

Failure to meet the PRC government’s x regulatory requir on and significant oversight over our

business operation could result in a material adverse change in our operations and the value of our securities.

A major part of our operations is located in China. The PRC government has significant authority to influence and
intervene in the China operations of an offshore holding company, such as LTC, at any time. Accordingly, our
business, prospects, financial condition, and results of operations may be influenced to a significant degree by
political, economic, and social conditions in China generally.

The Chinese economy differs from the economies of most developed countries in many respects, including the
degree of government involvement, level of development, growth rate, control of foreign exchange and allocation of
resources. Although the PRC government has implemented measures to underscore the importance of the utilization
of market forces for economic reform, the divestment of state ownership in 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 government. In addition, the PRC government continues to play a significant role in regulating
industry development by imposing industrial policies. The PRC government also exercises significant control over
China’s economic growth through strategically allocating resources, controlling payment of foreign currency-
denominated obligations, setting
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monetary policy and providing preferential treatment to selected industries or companies. Furthermore, PRC
government’s certain administrative measures in regulating (i) our operations and (ii) offerings conducted overseas
by, and foreign investment in, China-based issuers, could significantly limit or completely hinder our ability to offer
or continue to offer securities to investors and cause the value of such securities to significantly decline.

While the Chinese economy has experienced significant growth over the past decades, growth has been uneven, both
geographically and among different sectors of the economy. The PRC government has implemented various
measures to generate economic growth and strategically allocate resources. Some of these measures may benefit the
Chinese economy overall, but may have a negative effect on us. Any slowdown in the Chinese economy may reduce
the demand for our products and services and materially and adversely affect our business and results of operations.

7

We may be adversely affected by the complexity, uncertainties and
automotive as well as internet-related busii and c i

in regulations of mainland China on

5

‘P

We operate in highly regulated industries. In particular, our vehicle manufacturing is subject to extensive regulations
in China, including but not limited to regulations relating to manufacturing passenger vehicles, regulations on
compulsory product certification, regulations on intelligent connected vehicles and autonomous driving, regulations
on automobile sales, regulations on the recall of defective automobiles, regulation on import and export of goods,
regulations on product liability and consumer protection, and regulations relating to battery recycling for electric
vehicles, see “Government Regulations — PRC Government Regulations.” Several PRC regulatory authorities, such
as the State Administration for Market Regulation, or the SAMR, the NDRC, the MIIT, and the Ministry of
Commerce, oversee different aspects of our operations, including but not limited to:

+ assessment of vehicle manufacturing enterprises;
+ market admission of NEVs;

+ compulsory product certification;

direct sales model;

product liabilities;
* sales of vehicle;
* environmental protection system; and

» work safety and occupational health requirements.

We are required to obtain a wide range of government approvals, licenses, permits, and registrations in connection
with our operations as well as to follow multiple mandatory standards or technical norms in our manufacturing and
our vehicles. However, the interpretation of these regulations may change and new regulations may come into effect,
which could disrupt or restrict our operations, reduce our competitiveness, or result in substantial compliance costs.
For example, pursuant to the Administrative Rules on the Admission of New Energy Vehicle Manufacturers and
Products which was promulgated by the MIIT on January 6, 2017, last amended on July 24, 2020 and became
effective from September 1, 2020, our vehicles must meet the requirements set forth in the New Energy Vehicle
Products Special Examination Project and Standards stipulated and amended by the MIIT from time to time based on
the development of the NEV industry and relevant standards. In addition, certain filings must be made by
automobile dealers through the information system for the national automobile circulation operated by the relevant
commerce department within 90 days after the receipt of a business license and the information must be updated
within 30 days after the change of basic information recorded. Moreover, our direct sales model is relatively new
and uncommon in the automotive industry, and there can be no assurance that this model will not be subject to
further regulations. As we are expanding our sales and distribution network and setting up additional retail stores in
China, we cannot assure you that we will be able to complete such filings in a timely manner. If any of our current or
future sales subsidiaries or branches fail to make the necessary filings, such sales subsidiaries or branches may be
subject to orders to promptly rectify the non-compliance or fines up to RMB10,000. Furthermore, the NEV industry
is relatively new in China, and the PRC government has not adopted a clear regulatory
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framework to regulate the industry yet. As some of the laws, rules, and regulations that we may be subject to were
primarily enacted with a view toward application to ICE vehicles, or are relatively new, there are significant
uncertainties regarding their interpretation and application with respect to our business. We cannot assure you that
we have satisfied or will continue to satisfy all of the laws, rules, and regulations in a timely manner or at all.

In addition, the PRC regulatory authorities’ interpretation of such laws, rules, and regulations may change, which
could materially and adversely affect the validity of the approvals, qualifications, licenses, permits, and registrations
we obtained or completed. Any failure to comply may result in fines, restrictions, and limits on our operations, as
well as suspension or revocation of certain certificates, approvals, permits, licenses, or filings we have already
obtained or made.

In addition, the PRC government imposes foreign ownership restriction and the licensing and permit requirements
for companies in the internet industry. See “Government Regulations — PRC Government Regulations —
Regulations on Foreign Investment in China” and “PRC Government Regulations — Regulations on Value-added
Telecommunications Services.” These laws and regulations are relatively new and evolving, and their interpretation
and enforcement involve significant uncertainties. As a result, in certain circumstances it may be difficult to
determine what actions or omissions may be deemed to be in violation of applicable laws and regulations.

The approval of and/or filing with the CSRC or other PRC government authorities may be required in connection
with our offshore offerings under PRC law, and, if required, we cannot predict whether or for how long we will
be able to obtain such approval or complete such filing.

The Regulations on Mergers and Acquisitions of Domestic Companies by Foreign Investors, or the M&A Rules,
adopted by six different PRC regulatory authorities in 2006 and amended in 2009, purports to require offshore
special purpose vehicles that are controlled by PRC companies or individuals and that have been formed for the
purpose of seeking a public listing on an overseas stock exchange through acquisitions of PRC domestic companies
or assets to obtain an approval of the CSRC prior to publicly listing their securities on an overseas stock exchange.
The interpretation and application of the regulations remain unclear, and our offshore offerings may ultimately
require approval from the CSRC. If CSRC approval is required, it is uncertain whether we are able to and how long
it will take for us to obtain such approval, and, even if we obtain such CSRC approval, the approval could be
rescinded. Any failure to obtain or any delay in obtaining CSRC approval for our listing, or a rescission of such
approval may subject us to sanctions imposed by the CSRC or other PRC regulatory authorities, which could include
fines and penalties on our operations in China, restrictions or limitations on our ability to pay dividends outside of
China, and other forms of sanctions that may materially and adversely affect our business, financial condition, and
results of operations.

The PRC government has recently sought to exert more oversight over offerings that are conducted overseas or
foreign investment in China-based issuers. The Opinions, among others, emphasizes the need to strengthen cross-
border regulatory cooperation and the administration and supervision of China-based issuers, and to establish a
comprehensive regulatory system for the application of PRC capital market laws and regulations outside China. On
February 17, 2023, the CSRC promulgated the Overseas Listing Filing Rules, which became effective on March 31,
2023. According to the Overseas Listing Filing Rules, the offering or listing of shares, depository receipts,
convertible corporate bonds, or other equity-like securities by a PRC domestic company in an overseas stock market,
whether directly or indirectly through an offshore holding company, should be filed with the CSRC. If a PRC
domestic company intends to complete a direct or indirect overseas (i) initial public offering and listing, or
(ii) listing of shares in the name of an overseas enterprise on the basis of the equity, assets, income or other similar
rights of the relevant PRC domestic company through a single or multiple acquisitions, share swaps, shares transfers
or other means, the issuer (if the issuer is a PRC domestic company) or its designated major PRC domestic
operating entity (if the issuer is an offshore holding company), in each applicable event, the reporting entity, shall
complete the filing procedures with the CSRC within three business days after the issuer submits its application
documents relating to the initial public offering and/or listing or after the first public announcement of the relevant
transaction (if the submission of relevant application documents is not required). The determination of whether any
offering or listing is “indirect” will be made on a “substance over form” basis. An offering or listing of an issuer will
be considered as an overseas indirect offering or listing by PRC domestic companies if both of the following
conditions are
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met with respect to such issuer: (i) the revenues, profit, total assets, or net assets of PRC domestic companies in the
most recent fiscal year constitute more than 50% of the relevant line item in the issuer’s audited consolidated and
combined financial statements for that year; and (ii) the majority of the senior management personnel responsible for
its business operations and management are PRC citizens or have their ordinary residence in China, or if its main
place of business is in China or if its business operation is primarily conducted in China. In addition, according to the
Overseas Listing Filing Rules and a set of Q&A published on the CSRC’s official website in connection with the
release of the Overseas Listing Filing Rules, if it is explicitly required (in the form of institutional rules) by any
regulatory authority having jurisdiction over the relevant industry and field that regulatory procedures should be
performed prior to the overseas listing of a PRC domestic company, such company must obtain the regulatory
opinion, approval and other documents from and complete any required filing with such competent authority before
submitting a CSRC filing. The reporting entity shall make a timely report to the CSRC and update its CSRC filing
within three business days after the occurrence of any of the following material events, if any of them occurs after
obtaining its CSRC filing and before the completion of the offering and/or listing: (i) any material change to
principal business, licenses or qualifications of the issuer; (ii) a change of control of the issuer or any material
change to equity structure of the issuer; and (iii) any material change to the offering and listing plan. Once listed
overseas, the reporting entity will be further required to report the occurrence of any of the following material events
within three business days after the occurrence and announcement thereof to the CSRC: (i) a change of control of the
issuer; (ii) the investigation, sanction or other measures undertaken by any foreign securities regulatory agencies or
relevant competent authorities in respect of the issuer; (iii) change of the listing status or transfer of the listing board;
and (iv) the voluntary or mandatory delisting of the issuer. In addition, the completion of any overseas follow-on
offerings by an issuer in the same overseas market where it has completed its public offering and listing would
necessitate a filing with the CSRC within three business days thereafter. Failure to comply with the applicable filing
requirements may result in fines being imposed on the relevant PRC domestic companies and their controlling
shareholders and other responsible person. For more details of the Opinions and the Overseas Listing Filing Rules,
see “Information about Lotus Tech — PRC Government Regulations — Regulations on Mergers and Acquisitions
and Overseas Listing.”

Based on the Notice on the Overseas Listing Filing, and the set of Q&A which are in connection with the release of
the Overseas Listing Filing Rules, the CSRC clarifies that (i) on or prior to the effective date of the Overseas Listing
Filing Rules, domestic companies that have already submitted valid applications for overseas offering and listing but
have not obtained approval from overseas regulatory authorities or stock exchanges may reasonably arrange the
timing for submitting their filing applications with the CSRC, and must complete the filing before the completion of
their overseas offering and listing; (ii) a transition period until September 30, 2023 will be granted to domestic
companies which have already obtained the approval from overseas regulatory authorities or stock exchanges but
have not completed the indirect overseas listing prior to the effective date of the Overseas Listing Filing Rules; if
domestic companies fail to complete the overseas listing prior to September 30, 2023, they shall file with the CSRC
according to the requirements. Based on the Overseas Listing Filing Rules, the Notice on the Overseas Listing Filing
and the set of Q&A published on the CSRC’s official website, Lotus Tech is required to complete the filing

procedures with the CSRC in connection with the Business Combination as required by the Overseas Listing Filing
Rules prior to the listing of its securities on Nasdaq. As of the date of this prospectus, Lotus Tech has completed

such filing procedures with the CSRC.

Further, according to the Overseas Listing Filing Rules, for an issuer which is already listed, it should make filing in
accordance with the Overseas Listing Filing Rules if: (i) it issues additional convertible bonds, exchangeable bonds
or preferred shares, (ii) it issues additional securities in the same overseas market, excluding securities issued for the
purpose of implementing equity incentive, distribution of stock dividends, share split, etc., (iii) it issues additional
securities in several offerings within its authorized scope; or (iv) it conducts a secondary listing or primary listing in
any other overseas market. The reporting entity will also be required to report the occurrence of any of the following
material events within three business days after the occurrence and announcement thereof to the CSRC: (i) a change
of control of the issuer; (ii) the investigation, sanction or other measures undertaken by any foreign securities
regulatory agencies or relevant competent authorities in respect of the issuer; (iii) change of the listing status or
transfer of the listing board; and (iv) the voluntary or mandatory delisting of the issuer. In addition, the completion
of any overseas follow-on offerings by an issuer in the same overseas market where it has completed its public
offering and listing would necessitate a filing with the CSRC within three business days thereafter.
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In addition, on December 28, 2021, the Cyberspace Administration of China, or the CAC and several other
administrations jointly issued the revised Measures for Cybersecurity Review, or the Revised Review Measures,
which became effective and replaced the existing Measures for Cybersecurity Review on February 15, 2022.
According to the Revised Review Measures, if an “online platform operator” that is in possession of personal data of
more than one million users intends to list in a foreign country, it must apply for a cybersecurity review. Based on a
set of Q&A published on the official website of the CAC in connection with the issuance of the Revised Review
Measures, an official of the CAC indicated that an online platform operator should apply for a cybersecurity review
prior to the submission of its listing application with non-PRC securities regulators. After the receipt of all required
application materials, the authorities must determine, within ten business days thereafter, whether a cybersecurity
review will be initiated, and issue a written notice to the relevant applicant of its determination. If a review is
initiated and the authorities conclude after such review that the listing will affect national security, the listing of the
relevant applicant will be prohibited. Given the recency of the issuance of the Revised Review Measures, there is a
general lack of guidance and substantial uncertainties exist with respect to its interpretation and implementation.

Additionally, the PRC Cybersecurity Law requires companies to implement certain organizational, technical and
administrative measures and other necessary measures to ensure the security of their networks and data stored on
their networks. Specifically, the Cybersecurity Law provides that China adopts a multi-level protection scheme
(“MLPS”), under which network operators are required to perform obligations of security protection to ensure that
the network is free from interference, disruption or unauthorized access, and prevent network data from being
disclosed, stolen or tampered. Under the MLPS, entities operating information systems must have a thorough
assessment of the risks and the conditions of their information and network systems to determine the level to which
the entity’s information and network systems belong-from the lowest Level 1 to the highest Level 5 pursuant to a
series of national standards on the grading and implementation of the classified protection of cybersecurity. The
grading result will determine the set of security protection obligations that entities must comply with. Entities
classified as Level 2 or above should report the grade to the relevant government authority for examination and
approval.

On November 14, 2021, the CAC released the Regulations on Network Data Security Management (draft for public
comments), which provide that if a data processor that processes personal data of more than one million users
intends to list in a foreign country, it must apply for a cybersecurity review. Pending the finalization, adoption,
enforcement and interpretation of these new measures and regulations, we cannot rule out the possibility that the
measures and regulations may be enacted, interpreted or implemented in ways that will negatively affect us.

On February 24, 2023, the CSRC and several other administrations jointly released the revised Provisions on
Strengthening Confidentiality and Archiving Administration of Overseas Securities Offering and Listing by
Domestic Companies, or the Archives Rules, which came into effect on March 31, 2023. The Archives Rules apply
to both overseas direct offerings and overseas indirect offerings. The Archives Rules provides that, among other
things, (i) in relation to the overseas listing activities of PRC domestic enterprises, the PRC domestic enterprises are
required to strictly comply with the relevant requirements on confidentiality and archives management, establish a
sound confidentiality and archives system, and take necessary measures to discharge their confidentiality and
archives management responsibilities; (ii) if a PRC domestic enterprise is required to publicly disclose or provide to
any securities companies or other securities service providers or overseas regulators or individuals, any materials
that contain state secrets or government work secrets (where there is ambiguity or dispute on whether it is state
secret or government work secret, a request shall be submitted to the competent government authority for
determination), during the course of its overseas offering or listing, the PRC domestic enterprise shall apply for
approval from competent authorities and file with the secrecy administrative department at the same level; and
(iii) working papers produced in China by securities companies and other securities service institutions, who provide
such PRC domestic enterprises with securities services during their overseas issuance and listing, should be stored in
the PRC, and the transmission of any such working papers to recipients outside China must be approved following
the applicable PRC regulations.

As of the date of this prospectus, Lotus Tech has not been involved in any investigations on cybersecurity review
initiated by the CAC and Lotus Tech has not received any official inquiry, notice, warning, or sanctions regarding
cybersecurity and overseas listing from the CAC, CSRC or any other PRC authorities. Lotus Tech
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has submitted a filing with the CSRC with respect to the Business Combination, and on February 8, 2024, the CSRC
has concluded the filing procedures and published the filing results on the CSRC website. Based on the opinion of
our mainland China legal counsel, Han Kun Law Offices, according to its interpretation of the currently in-effect
mainland China laws and regulations, Lotus Tech believes that, as of the date of this prospectus, the Overseas
Listing Filing Rules does not apply to this offering. However, given (i) the uncertainties with respect to the
enactment, implementation, and interpretation of the Overseas Listing Filing Rules and laws and regulations relating
to data security, privacy, and cybersecurity; and (ii) that the PRC government authorities have significant discretion
in interpreting and implementing statutory provisions in general, it cannot be assured that the relevant PRC
government authorities will not take a contrary position or adopt different interpretations, or that there will not be
changes in the regulatory landscape. In other words, a cybersecurity review and the approval from or filing with the
CSRC, the CAC, or other government authorities may be required in connection with this offering.

If (i) we do not receive or maintain any required permission, or fail to complete any required review or filing,
(ii) Lotus inadvertently conclude that such permission, review or filing is not required, or (iii) applicable laws,
regulations, or interpretations change such that it becomes mandatory for Lotus to obtain any permission, review or
filing in the future, Lotus may have to expend significant time and costs to comply with these requirements. If Lotus
is unable to do so, on commercially reasonable terms, in a timely manner or otherwise, it may become subject to
sanctions imposed by the PRC regulatory authorities, which could include fines and penalties, proceedings against
it, and other forms of sanctions, and Lotus Tech’s ability to conduct its business, invest into China as foreign
investments or accept foreign investments, or list on a U.S. or other overseas exchange may be restricted, and its
business, reputation, financial condition, and results of operations may be materially and adversely affected. Further,
Lotus Tech’s ability to offer or continue to offer securities to investors may be significantly limited or completely
hindered, and the value of LTC’s securities may significantly decline.

The PCAOB had historically been unable to inspect our auditor in relation to their audit work.

Our auditor, the independent registered public accounting firm that issues the audit report included elsewhere in this
prospectus, as an auditor of companies that are traded publicly in the U.S. and a firm registered with the PCAOB, is
subject to laws in the U.S. pursuant to which the PCAOB conducts regular inspections to assess its compliance with
the applicable professional standards. The auditor is located in mainland China, a jurisdiction where the PCAOB
was historically unable to conduct inspections and investigations completely before 2022. The inability of the
PCAOB to conduct inspections of auditors in China in the past has made it more difficult to evaluate the
effectiveness of our independent registered public accounting firm’s audit procedures or quality control procedures
as compared to auditors outside of China that are subject to the PCAOB inspections. On December 15, 2022, the
PCAOB issued a report that vacated its December 16, 2021 determination and removed mainland China and Hong
Kong from the list of jurisdictions where it is unable to inspect or investigate completely registered public
accounting firms. However, if the PCAOB determines in the future that it no longer has full access to inspect and
investigate completely accounting firms in mainland China and Hong Kong, and we use an accounting firm
headquartered in one of these jurisdictions to issue an audit report on our financial statements filed with the SEC, we
and investors in our securities would be deprived of the benefits of such PCAOB inspections, which could cause
investors and potential investors in the securities to lose confidence in our audit procedures and reported financial
information and the quality of our financial statements.

Our securities may be prohibited from trading in the U.S. under the Holding Foreign Companies Accountable
Act, or the HFCAA, if the PCAOB is unable to inspect or investigate completely auditors located in China. The
delisting of our securities, or the threat of their being delisted, may materially and adversely affect the value of
your investment.

Pursuant to the HFCAA, if the SEC determines that we have filed audit reports issued by a registered public
accounting firm that has not been subject to inspections by the PCAOB for two consecutive years, the SEC will
prohibit our securities from being traded on a national securities exchange or in the over-the-counter trading market
in the U.S.

On December 16, 2021, the PCAOB issued a report to notify the SEC of its determination that the PCAOB was
unable to inspect or investigate completely registered public accounting firms headquartered in mainland
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China and Hong Kong and our auditor was subject to that determination. On December 15, 2022, the PCAOB
removed mainland China and Hong Kong from the list of jurisdictions where it is unable to inspect or investigate
completely registered public accounting firms.

Each year, the PCAOB will determine whether it can inspect and investigate completely audit firms in mainland
China and Hong Kong, among other jurisdictions. If the PCAOB determines in the future that it no longer has full
access to inspect and investigate completely accounting firms in mainland China and Hong Kong and we use an
accounting firm headquartered in one of these jurisdictions to issue an audit report on our financial statements filed
with the SEC, we would be identified as a Commission-Identified Issuer following the filing of the annual report on
Form 20-F for the relevant fiscal year. In accordance with the HFCAA, our securities would be prohibited from
being traded on a national securities exchange or in the over-the-counter trading market in the U.S. if we are
identified as a Commission-Identified Issuer for two consecutive years in the future. If our securities are prohibited
from trading in the U.S., there is no certainty that we will be able to list on a non-U.S. exchange or that a market for
our shares will develop outside of the U.S.. A prohibition of being able to trade in the U.S. would substantially
impair your ability to sell or purchase our securities when you wish to do so, and the risk and uncertainty associated
with delisting would have a negative impact on the price of our securities. Also, such a prohibition would
significantly affect our ability to raise capital on terms acceptable to us, or at all, which would have a material
adverse impact on our business, financial condition, and prospects.

China’s M&A Rules and certain other regulations establish complex procedures for certain acquisitions of PRC
companies by foreign investors, which could make it more difficult for us to pursue growth through acquisitions
in China.

A number of laws and regulations of mainland China have established procedures and requirements that could make
merger and acquisition activities in China by foreign investors more time consuming and complex. In addition to the
Anti-monopoly Law itself, these include the M&A Rules, the Rules of the Ministry of Commerce on Implementation
of Security Review System of Mergers and Acquisitions of Domestic Enterprises by Foreign Investors, or the
Security Review Rules, promulgated in 2011, and the Measures for the Security Review of Foreign Investment
promulgated by the NDRC and the Ministry of Commerce in December 2020 which came into force on January 18,
2021. These laws and regulations impose requirements in some instances 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. In addition, pursuant to relevant anti-monopoly laws and regulations, the SAMR should be notified in
advance of any concentration of undertaking if certain thresholds are triggered, and SAMR clearance is required to
be obtained before completion of such transactions. In light of the uncertainties relating to the interpretation,
implementation and enforcement of the anti-monopoly laws and regulations of the PRC, we cannot assure you that
the anti-monopoly law enforcement agency will not deem our future acquisitions or investments to have triggered
filing requirement for anti-monopoly review. Moreover, the Security Review Rules specify that mergers and
acquisitions by foreign investors that raise “national defense and security” concerns and mergers and acquisitions
through which foreign investors may acquire de facto control over domestic enterprises that raise “national security”
concerns are subject to strict review by NDRC and the Ministry of Commerce, and prohibit any attempt to bypass a
security review, including by structuring the transaction through a proxy or contractual control arrangement.

In the future, we may grow our business by acquiring complementary businesses. Complying with the requirements
of the relevant regulations to complete such transactions could be time consuming, and any required approval
processes, including clearance from the SAMR and approval from the Ministry of Commerce or other PRC
government authorities, may delay or inhibit our ability to complete such transactions, which could affect our ability
to expand our business or maintain our market share.

Substantial uncertainties exist with respect to the interpretation and impl ion of newly enacted 2019 PRC
Foreign Investment Law and its Implementation Rules.

On March 15, 2019, the PRC National People’s Congress approved the 2019 PRC Foreign Investment Law, which
came into effect on January 1, 2020 and replaced the trio of existing laws regulating foreign investment in China,
namely, the Sino-foreign Equity Joint Venture Enterprise Law, the Sino-foreign Cooperative Joint
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Venture Enterprise Law, and the Wholly Foreign-invested Enterprise Law, together with their implementation rules

and ancillary regulations. On December 26, 2019, the PRC State Council approved the Implementation Rules of
Foreign Investment Law, which came into effect on January 1, 2020. The 2019 PRC Foreign Investment Law and its
Implementation Rules embody a regulatory trend in China that aims to bring its foreign investment regulatory
regime in line with prevailing international practices, and represent the legislative endeavors to unify corporate legal
requirements applicable to foreign and domestic investments. However, since the 2019 PRC Foreign Investment
Law and its Implementation Rules are relatively new, substantial uncertainties exist with respect to their
interpretations and implementations.

The 2019 PRC Foreign Investment Law specifies that foreign investments shall be conducted in line with the
“negative list” to be issued by or approved to be issued by the State Council. A foreign invested enterprise would
not be allowed to make investments in prohibited industries set out in the “negative list” while a foreign invested
enterprise must satisfy certain conditions stipulated in the “negative list” for investment in restricted industries.
Except for value-added telecommunications business activities presently conducted by Wuhan Quanging
Information Technology Co., Ltd., none of our other PRC subsidiaries or affiliates are currently subject to foreign
investment restrictions as set forth in the presently effective Special Administrative Measures for Entry of Foreign
Investment (Negative List) (2021 Version), or the 2021 Negative List. It is uncertain whether any of our business
operations will be subject to foreign investment restrictions or prohibitions set forth in any subsequent or future
“negative list.” If any part of our business operations falls within the scope of the “negative list” or if the
interpretation and implementation of the 2019 PRC Foreign Investment Law and any future “negative list” mandates
further actions, such as market entry clearance granted by the Ministry of Commerce, we face uncertainties as to
whether such clearance can be obtained in a timely manner, or at all. We cannot assure you that the relevant
governmental authorities will not interpret or implement the 2019 PRC Foreign Investment Law in the future in a
way that will materially impact the viability of our current corporate governance and business operations.

Regulation of loans to and direct investment in PRC entities by offshore holding companies and gover !
control of currency conversion may delay or prevent us from making loans to or make additional capital
contributions to our PRC subsidiaries, which could 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 primarily through our PRC subsidiaries.
We may make additional capital contributions or loans to our PRC subsidiaries, which are treated as foreign
invested enterprises under laws of mainland China. Any loans by us to our PRC subsidiaries are subject to
regulations and foreign exchange loan registrations in mainland China. For example, with respect to the registration,
loans by us to our PRC subsidiaries to finance their activities cannot exceed statutory limits and must be registered
with the relevant local counterpart of the State Administration of Foreign Exchange of the PRC, or SAFE, or filed
with SAFE in its information system; with respect to the outstanding amounts of loans, (i) if the relevant PRC
subsidiaries adopt the traditional foreign exchange administration mechanism, the outstanding amount of loans shall
not exceed the difference between the total investment and the registered capital of the PRC subsidiaries; and (ii) if
the relevant PRC subsidiaries adopt the relatively new foreign debt mechanism, the risk-weighted outstanding
amount of loans shall not exceed 200% of the net asset of the relevant PRC subsidiaries. We may also finance our
PRC subsidiaries by means of capital contributions. These capital contributions must be registered with the SAMR
or its local counterparts, and shall be concurrently reported to the Ministry of Commerce through its information
reporting and submission system.

Pursuant to the Circular on the Reforming of the Management Method of the Settlement of Foreign Currency
Capital of Foreign-Invested Enterprises, or SAFE Circular 19, which became effective on June 1, 2015 and was last
amended on December 30, 2019, and the Circular of the State Administration of Foreign Exchange on Reforming
and Regulating Policies on the Control over Foreign Exchange Settlement of Capital Accounts, or SAFE Circular
16, which was promulgated in June 2016, 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. SAFE Circular 19 and SAFE Circular 16, therefore, have substantially lifted the restrictions on
the use by a foreign-invested enterprise of its RMB registered capital, foreign debt and repatriated funds raised
through overseas listing converted from foreign currencies. Nevertheless, SAFE Circular 19 and SAFE Circular 16
reiterate the principle that RMB converted from the
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foreign currency-denominated capital of a foreign invested company may not be directly or indirectly used for
purposes beyond its business scope and prohibit foreign-invested companies from using such RMB fund to provide
loans to persons other than affiliates unless otherwise permitted under their business scopes.

Under laws and regulations of mainland China, we are permitted to utilize the proceeds from the Business
Combination or our listing to fund our PRC subsidiaries by making loans to or additional capital contributions to our
PRC subsidiaries, subject to applicable government registration, statutory limitations on amount and approval
requirements. These laws and regulations of mainland China may significantly limit our ability to use RMB
converted from the net proceeds of any financing outside China to fund the establishment of new entities in China by
our PRC subsidiaries, to invest in or acquire any other PRC companies through our PRC subsidiaries.

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, and any limitation on the ability of our PRC subsidiaries to make | t
to us could have a material and 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 paid by our 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. Current regulations of mainland China permit
our PRC subsidiaries to pay dividends to us only out of their accumulated after-tax profits upon satisfaction of
relevant statutory conditions and procedures, if any, determined in accordance with Chinese accounting standards
and regulations. In addition, each of our PRC subsidiaries is required to set aside at least 10% of its after-tax profits
each year, if any, to fund certain reserve funds until the total amount set aside reached 50% of its registered capital.
For a detailed discussion of applicable regulations of mainland China governing distribution of dividends, see
“Government Regulations — PRC Government Regulations — Regulation on Dividend Distribution.”

Additionally, if our PRC subsidiaries incur debt in the future, the instruments governing their debt may restrict their
ability to pay dividends or make other distributions to us. In addition, the incurrence of indebtedness by our PRC
subsidiaries could result in operating and financing covenants and undertakings to creditors that would restrict the
ability of our PRC subsidiaries to pay dividends to us.

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. See “— If we are classified as a PRC resident
enterprise for PRC income tax purposes, such classification could result in unfavorable tax consequences to us and
our non-PRC shareholders.”

Uncertainties with respect to the legal system and changes in laws and regulations in mainland China could
adversely affect us.

We conduct our business primarily through our mainland China subsidiaries. Our operations in mainland China are
governed by laws and regulations of mainland China. Our mainland China subsidiaries are subject to laws and
regulations applicable to foreign investment in mainland China. The legal system of mainland China is a civil law
system based on written statutes. Unlike the common law system, prior court decisions under the civil law system
may be cited for reference but have limited precedential value.

The laws and regulations of mainland China have significantly enhanced the protections afforded to various forms of
foreign investments in mainland China for the past decades. However, because certain recently enacted 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.

Furthermore, the legal system of mainland China is based in part on government policies, some of which are not
published or not published on a timely basis, and can change quickly with little advance notice. As a result, we may
not be aware of our potential violation of such policies and rules.

PRC government has complex regulatory requirements on the conduct of our business and it has recently
promulgated certain regulations and rules to exert more oversight over offerings that are conducted overseas
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and/or foreign investment in mainland China-based issuers. Such action could significantly limit or completely
hinder our ability to offer or continue to offer securities to investors and cause the value of such securities to
significantly decline.

Increases in labor costs and enforcement of stricter labor laws and regulations in China may adversely affect our
business and our profitability.

China’s overall economy and the average wage in China have increased in recent years and are expected to continue
to grow. The average wage level for our employees has also increased in recent years. We expect that our labor
costs, including wages and employee benefits, will increase. Unless we are able to pass on these increased labor
costs to those who pay for our products and services, our profitability and results of operations may be materially
and adversely affected.

In addition, we have been subject to stricter regulatory requirements in terms of entering into labor contracts with
our employees, limitation with respect to utilization of labor dispatching, applying for foreigner work permits, labor
protection and labor condition and paying various statutory employee benefits, including pensions, housing fund,
medical insurance, work-related injury insurance, unemployment insurance and maternity insurance to designated
government agencies for the benefit of our employees. Pursuant to the PRC Labor Contract Law and its
implementation rules, employers are subject to strict requirements in terms of signing labor contracts, minimum
wages, paying remuneration, determining the term of employee’s probation and unilaterally terminating labor
contracts. In the event that we decide to terminate some of our employees or otherwise change our employment or
labor practices, the PRC Labor Contract Law and its implementation rules may limit our ability to effect those
changes in a desirable or cost-effective manner, which could adversely affect our business and results of operations.

Companies registered and operating in China are required under the PRC Social Insurance Law (latest amended in
2018) and the Regulations on the Administration of Housing Funds (latest amended in 2019) to, apply for social
insurance registration and housing fund deposit registration within 30 days of their establishment, and to pay for their
employees different social insurances including pension insurance, medical insurance, work-related injury insurance,
unemployment insurance, maternity insurance, and housing provident funds to the extent required by law.

As the interpretation and implementation of labor-related laws and regulations are still evolving, our employment
practices may violate labor-related laws and regulations in China, which may subject us to labor disputes,
government investigations, and imposition of sanctions. We cannot assure you that we have complied or will be able
to comply with all labor-related law and regulations including those relating to obligations to make full social
insurance payments and contribute to the housing provident funds. If we are found to have violated applicable labor
laws and regulations, we could be required to provide additional compensation to our employees and our business,
financial condition and results of operations could be adversely affected.

You may experience difficulties in effecting service of legal process, enforcing foreign judgments or bringing
actions in China against us or our t based on foreign laws.

'S

We are an exempted company incorporated under the laws of the Cayman Islands. We conduct a substantial portion
of our operations in China, and a substantial portion of our assets are located in China. As a result, it may be
difficult for our shareholders to effect service of process upon us or those persons inside China. In addition,
mainland China does not have treaties providing for the reciprocal recognition and enforcement of judgments of
courts with the Cayman Islands and many other countries and regions. Therefore, recognition and enforcement in
mainland China of judgments of a court in any of these non-PRC jurisdictions in relation to any matter not subject to
a binding arbitration provision may be difficult or impossible.

Fluctuations in exchange rates could have a material and adverse effect on our results of operations.

The conversion of RMB into foreign currencies, including U.S. dollars, is based on rates set by the People’s Bank of
China. The RMB has fluctuated against the U.S. dollar, at times significantly and unpredictably. The value of RMB
against the U.S. dollar and other currencies is affected by changes in China’s political and economic conditions and
by China’s foreign exchange policies, among other things. We cannot assure you that RMB will not appreciate or
depreciate significantly in value against the U.S. dollar in the future. It is difficult
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to predict how market forces or PRC or U.S. government policy may impact the exchange rate between RMB and
the U.S. dollar in the future.

There remains significant international pressure on the PRC government to adopt a more flexible currency policy.
Any significant appreciation or depreciation of RMB may materially and adversely affect our revenues, earnings and
financial position, and the value of, and any dividends payable on, our securities in U.S. dollars. For example, to the
extent that we need to convert U.S. dollars we receive into RMB to pay our operating expenses, appreciation of
RMB against the U.S. dollar would have an adverse effect on the RMB amount we would receive from the
conversion. Conversely, a significant depreciation of 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 securities.

Very limited hedging options are available in mainland China to reduce our exposure to exchange rate fluctuations.
To date, we have not entered into any hedging transactions 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 at all. In addition, our currency
exchange losses may be magnified by exchange control regulations in mainland China 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.

Moreover, certain monetary amounts described in this prospectus have been expressed in U.S. dollars for
convenience only and, when expressed in U.S. dollars in the future, such amounts may be different from those set
forth herein due to intervening exchange rate fluctuations.

Governmental control of currency conversion may limit our ability to utilize our revenues effectively.

The PRC government imposes controls on the convertibility of RMB into foreign currencies and, in certain cases,
the remittance of currency out of China. Under existing foreign exchange regulations in mainland China, payments
of current account items, such as profit distributions and trade and service-related foreign exchange transactions, can
be made in foreign currencies without prior approval from the State Administration of Foreign Exchange, or SAFE,
by complying with certain procedural requirements. However, approval from or registration with appropriate
governmental authorities is required where RMB is to be converted into a foreign currency and remitted out of
China to pay capital expenses, such as the repayment of loans denominated in foreign currencies. See “Government
Regulations — PRC Government Regulations — Regulations on Foreign Exchange.”

Since 2016, the PRC government has tightened its foreign exchange policies again and stepped up scrutiny of major
outbound capital movement. More restrictions and a substantial vetting process have been put in place by SAFE to
regulate cross-border transactions falling under the capital account. The PRC government may also restrict access in
the future to foreign currencies for current account transactions, at its discretion. We receive a portion of our
revenues in RMB. If the foreign exchange control system prevents us from obtaining sufficient foreign currencies to
satisfy our foreign currency demands, we may not be able to pay dividends in foreign currencies to our shareholder.

Regulations of mainland China relating to offshore investment activities by PRC residents may limit our PRC
subsidiaries’ ability to increase their registered capital or distribute profits to us or otherwise expose us or our
PRC resident beneficial owners to liability and penalties under laws of mainland China.

SAFE requires PRC residents or entities to register with SAFE or its local branch in connection with their
establishment or control of an offshore entity established for the purpose of overseas investment or financing. In
addition, such PRC residents or entities must update their SAFE registrations when the offshore special purpose
vehicle undergoes certain material events. See “Government Regulations — PRC Government Regulations —
Regulations on Foreign Exchange — Offshore Investment by PRC Residents.”

If our direct or indirect stakeholders who are PRC residents or entities do not complete their registration with the
local SAFE branches, our PRC subsidiaries may be prohibited from distributing their profits and any proceeds from
any reduction in capital, share transfer or liquidation to us, and we may be restricted in our
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ability to contribute additional capital to our PRC subsidiaries. Moreover, failure to comply with SAFE registration
requirements could result in liability under laws of mainland China for evasion of applicable foreign exchange
restrictions.

However, we may not be informed of the identities of all the PRC residents or entities holding direct or indirect
interests in our company, nor can we compel our beneficial owners to comply with SAFE registration requirements.
As a result, we cannot assure you that all of our shareholders or beneficial owners who are PRC residents or entities
have complied with, and will in the future make, obtain, and update any applicable registrations or obtain any
approvals required by, SAFE regulations. Failure by such shareholders or beneficial owners to comply with SAFE
regulations, or failure by us to amend the foreign exchange registrations of our PRC subsidiaries, could subject us to
fines or legal sanctions, restrict our overseas or cross-border investment activities, limit our PRC subsidiaries’ ability
to make distributions or pay dividends to us or affect our ownership structure, which could adversely affect our
business and prospects.

Any failure to comply with regulations of mainland China regarding the registration requirements for employee
stock incentive plans may subject the PRC plan participants or us to fines and other legal or administrative
sanctions.

Under SAFE regulations, PRC residents who participate in a stock incentive plan in an overseas publicly listed
company are required to register with SAFE or its local branches and complete certain other procedures. See
“Government Regulations — PRC Government Regulations — Regulations on Employment and Social Welfare —
Employee Stock Incentive Plan.” We and our PRC resident employees who participate in our share incentive plans
are subject to these regulations since we became a public company listed in the U.S.. If we or any of these PRC
resident employees fail to comply with these regulations, we or such employees may be subject to fines and other
legal or administrative sanctions. We also face regulatory uncertainties that could restrict our ability to adopt
additional incentive plans for our directors, executive officers, and employees under laws of mainland China.

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

Our PRC subsidiaries have received various financial subsidies from PRC local government authorities. In 2021 and
2022, we recorded government grants of US$490.7 million and US$55.8 million, respectively. The financial
subsidies result from discretionary incentives and policies adopted by PRC local government authorities. Local
governments may decide to change or discontinue such financial subsidies at any time, or require us to repay part or
all of the financial subsidies we previously received. The discontinuation, reduction, or repayment of such financial
subsidies or imposition of any additional taxes could adversely affect our financial condition and results of
operations.

If we are classified as a PRC resident enterprise for PRC income tax purposes, such classification could result in
unfavorable tax consequences to us and our non-PRC shareholders.

Under the PRC Enterprise Income Tax Law and its implementation rules, an enterprise established outside of China
with a “de facto management body” within China is considered a PRC resident enterprise. The implementation rules
define the term “de facto management body™ as the body that exercises full and substantial control over and overall
management of the business, productions, personnel, accounts and properties of an enterprise. The State
Administration of Taxation, or the SAT, issued a circular in April 2009 and amended it in January 2014, known as
Circular 82, which provides certain specific criteria for determining whether the “de facto management body” of a
PRC-controlled enterprise that is incorporated offshore is located in China. Although Circular 82 only applies to
offshore enterprises controlled by PRC enterprises or PRC enterprise groups, not those controlled by PRC
individuals or foreigners like us, the criteria set forth in the circular 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 all offshore
enterprises. According to Circular 82, an offshore incorporated enterprise controlled by a PRC enterprise or a PRC
enterprise group will be regarded as a PRC tax resident by virtue of having its “de facto management body” in China
and will be subject to PRC enterprise income tax on its global income only if all of the following conditions are met:
(i) the primary location of the day-to-day operational management is in China; (ii) decisions relating to the
enterprise’s financial and human
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resource matters are made or are subject to approval by organizations or personnel in China; (iii) the enterprise’s
primary assets, accounting books and records, company seals, and board and shareholder resolutions, are located or
maintained in China; and (iv) at least 50% of voting board members or senior executives habitually reside in China.

We believe that none of our entities outside of China is a PRC resident enterprise for PRC tax purposes. However,
the tax resident status of an enterprise is subject to determination by the PRC tax authorities and uncertainties remain
with respect to the interpretation of the term “de facto management body.” If the PRC tax authorities determine that
we are a PRC resident enterprise for enterprise income tax purposes, we will be subject to the enterprise income tax
on our global income at the rate of 25% and we will be required to comply with PRC enterprise income tax
reporting obligations. In addition, we may be required to withhold a 10% withholding tax from interest or dividends
we pay to our shareholders that are non-PRC resident enterprises. In addition, non-PRC resident enterprise
shareholders may be subject to PRC tax at a rate of 10% on gains realized on the sale or other disposition of ordinary
shares, if such income is treated as sourced from within the PRC. Furthermore, if PRC tax authorities determine that
we are a PRC resident enterprise for enterprise income tax purposes, interest or dividends paid to our non-PRC
individual shareholders and any gain realized on the transfer of ordinary shares by such holders may be subject to
PRC tax at a rate of 20% (which, in the case of interest or dividends, may be withheld at source by us), if such gains
are deemed to be from PRC sources. These rates may be reduced by an applicable tax treaty, but it is unclear
whether our non-PRC shareholders would be able to claim the benefits of any tax treaties between their country of
tax residence and the PRC in the event that we are treated as a PRC resident enterprise.

We may not be able to obtain certain benefits under relevant tax treaty on dividends paid by our PRC
subsidiaries to us through our Hong Kong subsidiary.

We are a holding company incorporated under the laws of the Cayman Islands and as such rely on dividends and
other distributions on equity from our PRC subsidiaries to satisfy part of our liquidity requirements. Pursuant to the
PRC Enterprise Income Tax Law, a withholding tax rate of 10% currently applies to dividends paid by a PRC
“resident enterprise” to a foreign enterprise investor, unless any such foreign investor’s jurisdiction of incorporation
has a tax treaty with China that provides for preferential tax treatment. Pursuant to the Arrangement between
Mainland China and the Hong Kong Special Administrative Region for the Avoidance of Double Taxation and Tax

Evasion on Income, such withholding tax rate may be lowered to 5% if a Hong Kong resident enterprise owns no
less than 25% of a PRC enterprise. Furthermore, the Administrative Measures for Non-Resident Enterprises to Enjoy
Treatments under Treaties, which became effective in January 2020, require non-resident enterprises to determine
whether they are qualified to enjoy the preferential tax treatment under the tax treaties and file relevant report and
materials with the tax authorities. There are also other conditions for enjoying the reduced withholding tax rate
according to other relevant tax rules and regulations. See “Government Regulations — PRC Government
Regulations — Regulations on Taxation.”

In the future, we intend to re-invest all earnings, if any, generated from our PRC subsidiaries for the operation and
expansion of our business in China. Should our tax policy change to allow for offshore distribution of our earnings,
we would be subject to a significant withholding tax. Our determination regarding our qualification to enjoy the
preferential tax treatment could be challenged by the relevant tax authority and we may not be able to complete the
necessary filings with the relevant tax authority and enjoy the preferential withholding tax rate of 5% under the
arrangement with respect to dividends to be paid by our PRC subsidiaries to our Hong Kong subsidiary.

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

In February 2015, the SAT issued the Circular on Issues of Enterprise Income Tax on Indirect Transfers of Assets by
Non-PRC Resident Enterprises, or SAT Circular 7. SAT Circular 7 extends its tax jurisdiction to not only indirect
transfers but also transactions involving transfer of other taxable assets, through the offshore transfer of a foreign
intermediate holding company. In addition, SAT Circular 7 provides certain criteria on how to assess reasonable
commercial purposes and has introduced safe harbors for internal group restructurings and the purchase and sale of
equity through a public securities market. SAT Circular 7 also
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brings challenges to both the foreign transferor and transferee (or other person who is obligated to pay for the
transfer) of the taxable assets. Where a non-resident enterprise conducts an “indirect transfer” by transferring the
taxable assets indirectly by disposing of the equity interests of an overseas holding company, the non-resident
enterprise being the transferor, or the transferee, or the PRC entity which directly owned the taxable assets may
report to the relevant tax authority such 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 enterprise income tax, and the transferee or other person who is obligated to
pay for the transfer is obligated to withhold the applicable taxes, currently at a rate of 10% for the transfer of equity
interests in a PRC resident enterprise. On October 17, 2017, the SAT issued Circular on Issues of Tax Withholding

regarding Non-PRC Resident Enterprise Income Tax, or Circular 37, which came into effect on December 1, 2017
and was amended on June 15, 2018. Circular 37 further clarifies the practice and procedure of the withholding of
nonresident enterprise income tax.

We face uncertainties on the reporting and consequences of future private equity financing transactions, share
exchanges or other transactions involving the transfer of shares in our company by investors that are non-PRC
resident enterprises. The PRC tax authorities may pursue such non-PRC resident enterprises with respect to a filing
or the transferees with respect to withholding obligations, and request our PRC subsidiaries to assist in the filing. As
a result, we and non-PRC resident enterprises in such transactions may become at risk of being subject to filing
obligations or being taxed under SAT Circular 7 and Circular 37, and may be required to expend valuable resources
to comply with them or to establish that we and our non-PRC resident enterprises should not be taxed under these
regulations, which may have a material adverse effect on our financial condition and results of operations.

If the custodians or authorized users of controlling non-tangible assets of our company, including our corporate
chops and seals, fail to fulfill their resy ibilities, or opriate or mi these assets, our business and
operations could be materially and adversely affected.

Under laws of mainland China, legal documents for corporate transactions are executed using the chops or seal of
the signing entity or with the signature of a legal representative whose designation is registered and filed with the
relevant branch of the SAMR.

Although we usually utilize chops to enter into contracts, the designated legal representatives of each of our PRC
subsidiaries have the apparent authority to enter into contracts on behalf of such entities without chops and bind such
entities. In order to maintain the physical security of our chops and chops of our PRC entities, we generally store
these items in secured locations accessible only by the authorized personnel in the legal or finance department of
each of our subsidiaries. Although we monitor such authorized personnel, there is no assurance such procedures will
prevent all instances of abuse or negligence. Accordingly, if any of our authorized personnel misuse or
misappropriate our corporate chops or seals, we could encounter difficulties in maintaining control over the relevant
entities and experience significant disruption to our operations. If a designated legal representative acts in a manner
contrary to the interests of any of our PRC subsidiaries, or obtains control of the chops in an effort to obtain control
over any of our PRC subsidiaries, we or our PRC subsidiaries would need to pass a new shareholders or board
resolution to designate a new legal representative and we would need to take legal action to seek the return of the
chops, apply for new chops with the relevant authorities, or otherwise seek legal redress for the violation of the
representative’s fiduciary duties to us, which could involve significant time and resources and divert management
attention away from our regular business. In addition, the affected entity may not be able to recover corporate assets
that are sold or transferred out of our control in the event of such a misappropriation if a transferee relies on the
apparent authority of the legal representative and acts in good faith.

Our leased property interest or entitlement to other facilities or assets may be defective or subject to lien and our
right to lease, own or use the properties affected by such defects or lien challenged, which could cause significant
disruption to our business.

Under laws of mainland China, all lease agreements are required to be registered with the local housing authorities.
We presently lease several premises in China, some of which have not completed the registration of the ownership
rights or the registration of our leases with the relevant authorities. Failure to complete these
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required registrations may expose our landlords, lessors and us to potential monetary fines. If these registrations are
not obtained in a timely manner or at all, we may be subject to monetary fines or may have to relocate our offices
and incur the associated losses.

Some of the ownership certificates or other similar proof of certain leased properties have not been provided to us by
the relevant lessors. Therefore, we cannot assure you that such lessors are entitled to lease the relevant real
properties to us. If the lessors are not entitled to lease the real properties to us and the owners of such real properties

decline to ratify the lease agreements between us and the respective lessors, we may not be able to enforce our rights
to lease such properties under the respective lease agreements against the owners. Meanwhile, registered mortgage of
property right exists over certain leased properties before such properties are leased to some of our PRC
subsidiaries. In addition, some registered addresses of PRC subsidiaries are inconsistent with the actual operating
addresses, and since the ownership certificates of certain leased properties have not been provided to us by the

relevant lessors, we cannot make sure whether the actual uses of such lands leased to some of our PRC subsidiaries

are inconsistent with the planned use indicated on the ownership certificates of such lands. If our lease agreements

are claimed as null and void by third parties who are the real owners of such leased real properties, we could be
required to vacate the properties, in the event of which we could only initiate the claim against the lessors under
relevant lease agreements for indemnities for their breach of the relevant leasing agreements. In addition, we may
not be able to renew our existing lease agreements before their expiration dates, in which case we may be required to
vacate the properties. We cannot assure you that suitable alternative locations are readily available on commercially

reasonable terms, or at all, and if we are unable to relocate our operations in a timely manner, our operations may be

adversely affected.

We are subject to regulations of mainland China regarding cybersecurity, privacy, data protection and
information security. Any privacy or data security breach or any failure to comply with these laws and regulations
could damage our reputation and brand, result in negative publicity, legal proceedings, increased cost of
operations, warnings, fines, service or business suspension, confiscation of illegal gains, revocation of business
permits or licenses, or otherwise harm our business and results of operations.

Our operations in China are subject to a variety of laws and regulations of mainland China covering cybersecurity,
privacy, data protection and information security and the PRC governmental authorities have recently heightened
their supervision on the protection of data security by initiating investigations on certain PRC companies regarding
their cybersecurity and use of personal information and data, and enacted and implemented laws and regulations and
proposed additional regulatory agenda concerning data protection and privacy, under which internet service
providers and other network operators are required to, amongst others, clearly indicate the purposes, methods and
scope of any information collection and usage, to obtain appropriate user consent, to establish user information
protection systems with appropriate remedial measures and to address national security concerns. For a
comprehensive discussion on the aforementioned laws and regulations, see “Government Regulations — PRC
Government Regulations — Regulations on Cyber Security and Privacy Protection.”

We expect that PRC operations in the areas referenced above will receive greater public scrutiny and attention from
regulators and more frequent and rigid investigation or review by regulators, which will increase our compliance
costs and subject us to heightened risks. We are closely monitoring the development in the regulatory landscape and
we are constantly in the process of evaluating the potential impact of the PRC Cybersecurity Law, the Civil Code,
the Data Security Law, the Personal Information Protection Law and other relevant laws and regulations on our
current business practices. It also remains uncertain whether any future regulatory changes would impose additional
restrictions on companies like us. If further changes to our business practices are required under the evolving
regulatory framework governing cybersecurity, information security, privacy and data protection in China, our
business, financial condition and results of operations may be adversely affected.

As of the date of this prospectus, we had not been informed that we are a critical information infrastructure operator
or a “data handler” carrying out data processing activities that affect or may affect national security by any
governmental authorities, and it is uncertain whether we would be categorized as such under laws of mainland
China. As of the date of this prospectus, we had not been involved in any investigations on cybersecurity review
made by the CAC and we have not received any official inquiry, notice, warning, or sanctions in this respect. We
cannot rule out the possibility that the foregoing measures may be enacted,
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interpreted or implemented in ways that will negatively affect us. There is also no assurance that we would be able
to accomplish any review (including the cybersecurity review), obtain any approval, complete any procedures, or
comply with any other requirements applicable to us in a timely manner, or at all, if we are subject to the same. In the
event of non-compliance, we may be subject to government investigations and enforcement actions, fines, penalties,
and suspension of our noncompliant operations, among other sanctions, which could materially and adversely affect
our business and results of operations.

Our business may be negatively affected by the potential obligations if we fail to comply with social insurance
and housing provident fund related laws and regulations.

We are required by PRC labor laws and regulations to pay various statutory employee benefits, including pensions
insurance, medical insurance, work-related injury insurance, unemployment insurance, maternity insurance and
housing provident fund, to designated government agencies for the benefit of our employees and associates. In
October 2010, the PRC Standing Committee of the National People’s Congress (the “SCNPC”) promulgated the
Social Insurance Law of PRC, effective on July 1, 2011 and amended on December 29, 2018. On April 3, 1999, the
State Council promulgated the Regulations on the Administration of Housing Provident Fund, which was amended
on March 24, 2002 and March 24, 2019. Companies registered and operating in China are required under the Social
Insurance Law of PRC and the Regulations on the Administration of Housing Provident Fund to apply for social
insurance registration and housing provident fund deposit registration within 30 days of their establishment and to
pay for their employees different social insurance including pension insurance, medical insurance, work-related
injury insurance, unemployment insurance and maternity insurance to the extent required by law. We could be
subject to orders by competent labor authorities for rectification if we fail to comply with such social insurance and
housing provident fund related laws and regulations, and failure to comply with the orders may further subject us to
administrative fines. The relevant government agencies may examine whether an employer has made adequate
payments of the requisite statutory employee benefits, and employers who fail to make adequate payments may be
subject to late payment fees, fines and/or other penalties. If the relevant PRC authorities determine that we shall
make supplemental social insurance and housing provident fund contributions or that we are subject to fines and
legal sanctions in relation to our failure to make social insurance and housing provident fund contributions in full for
our employees, our business, financial condition and results of operations may be adversely affected.

Risks Relating to Intellectual Property and Legal Proceedings

We may need to defend ourselves against intellectual property right infringement, misappropriation, or other
claims, which may be time-consuming and would cause us to incur substantial costs.

Entities or individuals, including our competitors, may hold or obtain patents, copyrights, trademarks, or other
proprietary rights that would prevent, limit, or interfere with our ability to make, use, develop, sell, or market our
products, services, or technologies, which could make it more difficult for us to operate our business. From time to
time, we may receive communications from intellectual property right holders regarding their proprietary rights.
Companies holding patents or other intellectual property rights may bring suits alleging infringement,
misappropriation, or other violation of such rights or otherwise assert their rights and urge us to take licenses. Our
applications and uses of intellectual property relating to our design, software, or technologies could be found to
infringe upon, misappropriate or otherwise violate existing intellectual property rights. If we are determined to have
infringed upon, misappropriated or otherwise violated a third party’s intellectual property rights, we may be
required to do one or more of the following:

 cease selling or incorporating certain components into our products or services, or offering products or
services that incorporate or use the challenged intellectual property;

* pay substantial damages;

+ seek a license from the holder of the infringed intellectual property right, which may not be available on
reasonable terms or at all;

* redesign our products; or

establish and maintain alternative branding for our products and services.
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We may not be able to obtain any required license on commercially reasonable terms, or at all. Even if we are able
to obtain a license, it could be non-exclusive, thereby giving our competitors access to the same technologies
licensed to us and could require us to pay significant royalties and other fees. In the event of a successful claim of
infringement, misappropriation or other violation of intellectual property rights against us and our subsequent failure
or inability to obtain a license for such technology or other intellectual property right, our business, financial
condition, results of operations, and prospects could be materially and adversely affected. In addition, parties making
such claims may also obtain an injunction that can prevent us from selling our products or using technology that
contains contents that allegedly violate their intellectual property rights. Any litigation or claims, whether or not
valid, could result in substantial costs, negative publicity, and diversion of resources and management attention.

We may not be able to prevent others from unauthorized use of our intellectual property, which could harm our
busi) and competitive p

We regard our trademarks, service marks, patents, copyrights, domain names, trade secrets, proprietary technologies,
and similar intellectual property as critical to our success. We rely on trademark and patent law, trade secret
protection, and confidentiality and license agreements with our employees and others to protect our proprietary
rights. We have invested significant resources to develop our own intellectual property. Failure to maintain or
protect these rights could harm our business. In addition, any unauthorized use of our intellectual property by third
parties may adversely affect our current and future revenues and our reputation. Additionally, certain unauthorized
use of our intellectual property may go undetected, or we may face legal or practical barriers to enforcing our legal
rights even where unauthorized use is detected.

Implementation and enforcement of laws relating to intellectual property have historically been deficient and
ineffective. Accordingly, protection of intellectual property rights in China may not be as effective as in the U.S. or
other developed countries. Furthermore, policing unauthorized use of proprietary technology is difficult and
expensive. We rely on a combination of patent, copyright, trademark, and trade secret laws and restrictions on
disclosure to protect our intellectual property rights. Despite our efforts to protect our proprietary rights, third parties
may attempt to copy or otherwise obtain and use our intellectual property or seek court declarations that they do not
infringe upon our intellectual property rights. Monitoring unauthorized use of our intellectual property is difficult
and costly, and we cannot assure you that the steps we have taken or will take will prevent misappropriation of our
intellectual property. From time to time, we may have to resort to litigation to enforce our intellectual property
rights, which could result in substantial costs and diversion of our resources.

We may not be able to adeq ly obtain or maintain our proprietary and intellectual property rights in our data
or technology.

We cannot guarantee our employees, consultants, or other parties will comply with confidentiality, non-disclosure,
or invention assignment agreements or that such agreements will otherwise be effective in controlling access to and
distribution of our products and services, or certain aspects of our products and services, and proprietary
information. Additionally, we may be subject to claims from third parties challenging our ownership interest in or
inventorship of intellectual property we regard as our own, for example, claims alleging that our agreements with
employees or consultants obligating them to assign intellectual property to us are ineffective or in conflict with prior
or competing contractual obligations to assign inventions to another employer, to a former employer, or to another
person or entity. We rely on work-for-hire provisions to effectuate our ownership of intellectual property created by
our employees; however, certain types of intellectual property could require separate documentation to validly assign
ownership to us.

As our patents may expire and may not be extended our patent applications may not be granted, and our patent
rights may be d, circum d, in d, or li d in scope, our patent rights may not protect us
effectively. In particular, we may not be able to prevent others from developing or exploiting competing
technologies, which could materially and adversely affect our business, financial condition, and results of

operations.

As of September 30, 2023, we had 287 registered patents and 591 pending patent applications in various
jurisdictions such as mainland China, the U.S., Japan, and the U.K., etc. We also had 265 registered
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trademarks, registered copyrights to 27 software programs, and 93 registered domain names as of September 30,
2023. Even if our patent applications are granted and we are issued patents accordingly, it is still uncertain whether
these patents will be contested, circumvented, or invalidated in the future. In addition, the rights granted under any
issued patents may not provide us with meaningful protection or competitive advantages. These legal measures
afford only limited protection, and competitors or others may gain access to or use our intellectual property and
proprietary information. The claims under any patents may not be broad enough to prevent others from developing
technologies that are similar or that achieve results similar to ours. It is also possible that the intellectual property
rights of others could bar us from licensing and exploiting our patents. Numerous patents and pending patent
applications owned by others exist in the fields where we have developed and are developing our technologies.
These patents and patent applications might have priority over our patent applications and could subject our patent
applications to invalidation. Finally, in addition to those who may claim priority, any of our existing patents or
pending patent applications may also be challenged by others on the basis that they are otherwise invalid or
unenforceable. Our success depends in part on our ability to obtain, maintain, expand, enforce, and defend the scope
of our intellectual property. The patent prosecution process is expensive and time-consuming, and we may not be
able to file, prosecute, maintain, enforce or license all necessary or desirable patents or patent applications at a
reasonable cost, in a timely manner, or in all jurisdictions where protection may be commercially advantageous, or
we may not be able to protect our proprietary rights at all. Any failure to obtain or maintain patent and other
intellectual property protection with respect to our products could harm our business, financial condition, and results
of operations.

In addition to p d technologies, we rely on our unpatented proprietary technologies, trade secrets, processes,
and know-how.

We rely on proprietary information, such as trade secrets, know-how, and confidential information, to protect
intellectual property that may not be patentable, or that we believe is best protected by means that do not require
public disclosure. We generally seek to protect this proprietary information by entering into confidentiality
agreements, or consulting, services, or employment agreements that contain non-disclosure and non-use provisions
with our employees, consultants, contractors, scientific advisors, and third parties. However, we cannot guarantee
that we have entered into such agreements with every party that has or may have had access to our trade secrets or
proprietary information and, even if entered into, these agreements may be breached or may otherwise fail to
prevent disclosure, third-party infringement or misappropriation of our proprietary information, may be limited as to
their term and may not provide an adequate remedy in the event of unauthorized disclosure or use of proprietary
information. We have limited control over the protection of trade secrets used by our third-party manufacturers and
suppliers and could lose future trade secret protection if any unauthorized disclosure of such information occurs. In
addition, our proprietary information may otherwise become known or be independently developed by our
competitors or other third parties. To the extent that our employees, consultants, contractors, and other third parties
use intellectual property owned by others in their work for us, disputes may arise as to the rights in related or
resulting know-how and inventions. Costly and time-consuming litigation could be necessary to enforce and
determine the scope of our proprietary rights, and failure to obtain or maintain protection for our proprietary
information could adversely affect our competitive business position. Furthermore, laws regarding trade secret rights
in certain markets where we operate may afford little or no protection to our trade secrets. If any of our trade secrets
were to be lawfully obtained or independently developed by a competitor or other third party, we would have no
right to prevent them from using that trade secret to compete with us. If any of our trade secrets were to be disclosed,
whether lawfully or otherwise, to or independently developed by a competitor or other third party, it could have a
material adverse effect on our business, operating results, and financial condition.

We also rely on physical and electronic security measures to protect our proprietary information, but we cannot
guarantee that these security measures provide adequate protection for such proprietary information or will never be
breached. There is a risk that third parties may obtain unauthorized access to and improperly utilize or disclose our
proprietary information, which would harm our competitive advantages. We may not be able to detect or prevent the
unauthorized access to or use of our information by third parties, and we may not be able to take appropriate and
timely steps to mitigate the damages, or the damages may not be capable of being mitigated or remedied.
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Furthermore, others may independently discover our trade secrets and proprietary information. If any of our trade
secrets were to be lawfully obtained or independently developed by a competitor or other third party, we would have
no right to prevent them, or those to whom they communicate it, from using that technology or information to
compete with us. If any of our trade secrets were to be disclosed to or independently developed by a competitor or
other third party, our competitive position would be materially and adversely harmed.

If our trademarks and trade names are not adequately protected, then we may not be able to build name
recognition in our markets of interest and our business may be adversely affected.

Our registered or unregistered trademarks or trade names may be challenged, infringed, diluted, circumvented or
declared generic or determined to be infringing, misappropriating, or violating other marks. We may not be able to
protect our rights to these trademarks and trade names, which we need to build name recognition among potential
partners or customers in the markets of interest. During trademark registration proceedings, we may receive
rejections of our applications. Although we are given an opportunity to respond to such rejections, we may be unable
to overcome them. In the event that our trademarks are successfully challenged, we could be forced to rebrand our
products, which could result in loss of brand recognition, and could require us to devote resources to advertising and
marketing new brands. In addition, third parties are given an opportunity to oppose pending trademark applications
and to seek to cancel registered trademarks. Opposition or cancellation proceedings may be filed against our
trademarks, which may not survive such proceedings. Furthermore, in many countries, owning and maintaining a
trademark registration may not provide an adequate defense against a subsequent infringement claim asserted by the
owner of a senior trademark. Some trademarks in the “Lotus” brand which are used elsewhere in the world are not
registered in China. If we inadvertently use these trademarks in China, we might be subject to litigation or claims,
which could result in substantial costs, negative publicity, and diversion of resources and management attention.

We may not be able to obtain, protect or enforce our rights to these trademarks and trade names, which we need to
build name recognition among potential partners or customers in our markets of interest. At times, competitors or
other third parties may adopt trade names or trademarks similar to ours, thereby impeding our ability to build brand
identity and possibly leading to market confusion. In addition, there could be potential trade name or trademark
infringement, misappropriation, dilution, or other claims brought by owners of other registered trademarks or
trademarks that incorporate variations of our registered or unregistered trademarks or trade names. Our efforts to
obtain, enforce or protect our proprietary rights related to trademarks, trade names, domain name or other
intellectual property may be ineffective and could result in substantial costs and diversion of resources and could
adversely affect our business, financial condition, results of operations, and prospects.

hnol

We depend on infor to duct our busi Any significant disrupti to our infor
technology systems or facilities, or those of third parties with which we do business, such as disruptions caused by
cyber-attacks, could adversely impact our business.

Our ability to keep our business operating effectively depends on the functional and efficient operation of
information technology systems and facilities, both internally and externally. We rely on these systems to, among
other things, make a variety of day-to-day business decisions as well as to record and process transactions, billings,
payments, inventory, and other data, in many currencies, on a daily basis, and across numerous and diverse markets
and jurisdictions. Our systems, as well as those of our customers, suppliers, partners, and service providers, also
contain sensitive confidential information or intellectual property and are susceptible to interruptions, including
those caused by systems failures, cyber-attacks, and other natural or man-made incidents or disasters, which may be
prolonged or go undetected. Cyber-attacks, both domestically and abroad, are increasing in their frequency,
sophistication, and intensity, and have become increasingly difficult to detect. Although we have and continue to
take precautions to prevent, detect, and mitigate such events, a significant or large-scale interruption of our
information technology systems or facilities could adversely affect our ability to manage and keep our operations
running efficiently and effectively, and could result in significant costs, fines or litigation. Furthermore, because the
techniques used to obtain unauthorized access to, or to sabotage, systems change frequently and often are not
recognized until launched against a target, we may be unable to anticipate these techniques or implement adequate
preventative measures. We may also experience security breaches that may remain undetected for an extended
period. Even if identified, we may be unable to adequately investigate or remediate incidents or breaches due to
attackers increasingly using
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tools and techniques that are designed to circumvent controls, to avoid detection, and to remove or obfuscate forensic
evidence. While we strive to maintain reasonable preventative and data security controls, it is not possible to prevent
all cybersecurity threats to our information technology systems and information and those of our third-party service
providers, over which we exert less control. An incident that results in a wider or sustained disruption to our business
or products could have a material adverse effect on our business, financial condition, and results of operations.

Additionally, certain of our products contain complex information technology systems designed to support today’s
increasingly connected vehicles, and could be susceptible to similar interruptions, including the possibility of
unauthorized access. Further, as we transition to offering more cloud-based solutions which are dependent on the
Internet or other networks to operate, we may increasingly be the target of cyber threats, including computer viruses
or breaches due to misconduct of employees, contractors, or others who have access to our networks and systems, or
those of third parties with which we do business. Although we have designed and implemented security measures to
prevent and detect such unauthorized access or cyber threats from occurring, we cannot assure you that
vulnerabilities will not be identified in the future, or that our security efforts will be successful. Any unauthorized
access to our components could adversely affect our brand and harm our business, prospects, financial condition,
and operating results. Further, maintaining and updating these systems may require significant costs and often
involves implementation, integration, and security risks, including risks that we may not adequately anticipate the
market or technological trends or that we may experience unexpected challenges that could cause financial,
reputational, and operational harm. However, failing to properly respond to and invest in information technology
advancements may limit our ability to attract and retain customers, prevent us from offering similar products and
services as those offered by our competitors or inhibit our ability to meet regulatory or other requirements.

To date, we have not experienced a system failure, cyber-attack or security breach that has resulted in a material
interruption in our operations or material adverse effect on our financial condition. While we continuously seek to
expand and improve our information technology systems and maintain adequate disclosure controls and procedures,
we cannot assure you that such measures will prevent interruptions or security breaches that could adversely affect
our business.

We use open source software, which may pose particular risks to our proprietary software and source code. We
may face claims from open source licensors claiming ownership of, or demanding the release of, the intellectual
property that we developed using or derived from such open source software.

We use open source software in our proprietary software and will use open source software in the future. Companies
that incorporate open source software into their proprietary software and products have, from time to time, faced
claims challenging the use of open source software and compliance with open source license terms. By the terms of
certain open source licenses, we could be required to release the source code of our proprietary software, and to
make our proprietary software available under open source licenses to third parties at no cost, if we combine our
proprietary software with open source software in certain manners. Although we monitor our use of open source
software, we cannot assure you that all open source software is reviewed prior to use in our software, that our
developers have not incorporated open source software into our proprietary software, or that they will not do so in
the future. In addition, companies that incorporate open source software into their products have, in the past, faced
claims seeking enforcement of open source license provisions and claims asserting ownership of open source
software incorporated into their proprietary software. If an author or other third party that distributes such open
source software were to allege that we have not complied with the conditions of an open source license, we could
incur significant legal costs defending ourselves against such allegations. In the event such claims were successful,
we could be subject to significant damages or be enjoined from the distribution of our proprietary software. In
addition, the terms of open source software licenses may require us to provide software that we develop using such
open source software to others on unfavorable license terms.

As a result of our current or future use of open source software, we may face claims or litigation, be required to
release our proprietary source code, pay damages for breach of contract, re-engineer our proprietary software,
discontinue making our proprietary software available in the event re-engineering cannot be accomplished on a
timely basis or take other remedial action. Any such re-engineering or other remedial efforts could require
significant additional research and development resources, and we may not be able to
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successfully complete any such re-engineering or other remedial efforts. Further, in addition to risks related to
license requirements, use of certain open source software can lead to greater risks than use of third-party
commercial software, as open source licensors generally do not provide warranties or controls on the origin of the
software. Any of these risks could be difficult to eliminate or manage, and, if not addressed, could have a negative
effect on our business, financial condition and results of operations.

Risks Relating to Our Securities

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

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. We may be unable to sustain coverage by well-regarded securities and industry
analysts. If either none or only a limited number of securities or industry analysts maintain coverage of us, or if these
securities or industry analysts are not widely respected within the general investment community, the demand for our
ADSs could decrease, which might cause the price for our ADSs and the trading volume to decline significantly. In
the event that we obtain securities or industry analyst coverage, if one or more of the analysts who cover us
downgrade their assessment of us or publish inaccurate or unfavorable research about our business, the market price
and liquidity for our ADSs and Warrants could be negatively impacted.

Future resales of our securities by our securityholders may cause the market price of the our securities to drop
significantly, even if our business is doing well.

Subject to the lock-up restrictions described in this prospectus under the section titled “Plan of Distribution,” the
Selling Securityholders can sell, under this prospectus, up to (i) 680,957,495 Ordinary Shares constituting (on a
post-exercise basis) approximately 99.2% of the total issued and outstanding Ordinary Shares (assuming the
exercise of all outstanding Warrants), and (ii) 5,486,784 Warrants, representing approximately 36.5% of our
outstanding Warrants, as of the date of this prospectus. Sales of a substantial number of Registered Securities, or the
perception that those sales might occur, could result in a significant decline in the public trading price of our
securities and could impair our ability to raise capital through the sale or issuance of additional equity securities. We
are unable to predict the effect that such sales may have on the prevailing market price of our securities. Despite
such a decline in the public trading price, certain Selling Securityholders may still experience a positive rate of
return on the Registered Securities due to the lower price at which they acquired the Registered Securities compared
to other public investors and may be incentivized to sell the Ordinary Shares or Warrants when others are not. For
example, based on the closing price of the ADSs and Warrants as referenced above, the LCAA Founder
Shareholders may experience a potential profit of up to USS$11.3 per share, holders of the Legacy Shares may
experience a potential profit up to US$10.7 per share; the PIPE Investors may experience a potential profit on the
PIPE Shares if the price of the Ordinary Shares exceeds US$10.00 per share; the CB Investors may experience a
potential profit on the CB Shares if the price of the Ordinary Shares exceeds US$10.00 per share; and the Sponsor
may experience a potential profit on the Sponsor Warrants if the price of the Ordinary Shares exceeds USS$11.50 per
share. Public investors may not experience a similar rate of return on the securities they purchase due to differences
in the purchase prices that they paid and the current trading price

A market for our ADSs may not develop, which would adversely affect the liquidity and price of our ADSs.

An active trading market for our ADSs may never develop or, if developed, may not be sustained. You may be
unable to sell your ADSs unless a market can be established and sustained.

The trading prices of our ADSs and Warrants may be volatile and may fluctuate due to a variety of factors, some of
which are beyond our control, including, but not limited to:

« actual or anticipated fluctuations in our financial condition or results of operations;
« variance in our financial performance from expectations of securities analysts;

« changes in our projected operating and financial results;
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changes in laws and regulations affecting our business, our customers, suppliers, or our industry;

announcements of new services and expansions by us or our competitors;

our ability to continue to innovate and bring products to market in a timely manner;

our involvement in actual or potential litigation or regulatory investigations;

negative publicity about us, our products or our industry;

changes in our senior management or key personnel;

announcements of new investments, acquisitions, strategic partnerships, or joint ventures by us or our
competitors;

sales of our securities by us, our shareholders or our warrant holders, as well as the anticipation of lockup
releases;

general economic, political, regulatory, industry, and market conditions;

natural disasters or major catastrophic events; and

other events or factors, including those resulting from war, incidents of terrorism, natural disasters,
pandemics or responses to these events.

These and other factors may cause the market price and demand for our ADSs and Warrants to fluctuate
substantially, which may limit or prevent investors from readily selling their shares and may otherwise negatively
affect the liquidity of our ADSs and Warrants. Fluctuations may be even more pronounced in the trading market for
our ADSs or Warrants shortly following the Business Combination. Following periods of such volatility in the
market price of a company’s securities, securities class action litigation has often been brought against that
company. Because of the potential volatility of our ADSs and Warrants, we may become the target of securities
litigation in the future. Securities litigation could result in substantial costs and divert management’s attention and
resources from our business.

Our issuance of additional share capital in connection with financings, acquisitions, investments, our equity
incentive plans or otherwise will dilute all other shareholders.

We expect to issue additional share capital in the future that will result in dilution to all other shareholders. We
expect to grant equity awards to key employees under our equity incentive plans. We also intend to raise capital
through equity financings in the future. As part of our business strategy, we may acquire or make investments in
companies, solutions or technologies and issue equity securities to pay for any such acquisition or investment. Any
such issuances of additional share capital may cause shareholders to experience significant dilution of their
ownership interests and the per ADS value of our ADSs to decline.

Holders of our ADSs may not have the same voting rights as our registered shareholders and might not receive
voting materials in time to be able to exercise their right to vote.

Except as described in this prospectus and in the deposit agreement, holders of the our ADSs will not be able to
exercise voting rights attaching to the underlying Ordinary Shares evidenced by the ADSs on an individual basis.
Under the deposit agreement, holders of our ADSs must vote by giving voting instructions to the depositary,
including instructions to give a discretionary proxy to a person designated by us. Upon receipt of such holder’s
voting instructions, the depositary will vote the underlying Ordinary Shares in accordance with these instructions.
Holders of our ADSs will not be able to directly exercise their right to vote with respect to the underlying Ordinary
Shares unless they withdraw the underlying Ordinary Shares. Holders of our ADSs may not receive voting materials
in time to instruct the depositary to vote, and it is possible that holders of our ADSs, or persons who hold their ADSs
through brokers, dealers or other third parties, will not have the opportunity to exercise their right to vote.

The voting rights of holders of our ADSs are limited by the terms of the deposit agreement, and holders of our
ADSs may not be able to exercise rights to direct how the Ordinary Shares represented by our ADSs are voted.

A holder of the our ADSs may only exercise the voting rights with respect to the underlying Ordinary Shares in
accordance with the provisions of the deposit agreement. Upon receipt of voting instructions of a holder of

70



TABLE OF CONTENTS

our ADSs in the manner set forth in the deposit agreement, the depositary will endeavor to vote the underlying
Ordinary Shares in accordance with these instructions. When a general meeting is convened, holders of our ADSs
may not receive sufficient notice of a shareholders’ meeting to permit them to withdraw the Ordinary Shares
underlying the our ADSs to allow them to cast their votes with respect to any specific matter. In addition, the
depositary and its agents may not be able to send voting instructions to holders of our ADSs or carry out their voting
instructions in a timely manner. We will make all reasonable efforts to cause the depositary to extend voting rights to
holders of our ADSs in a timely manner, but we cannot assure such holders that they will receive the voting
materials in time to ensure that they can instruct the depositary to vote their shares. Furthermore, the depositary will
not vote on any matter for which voting is conducted on a show of hands basis in accordance with our then effective
memorandum and articles of association and will not have an obligation to demand voting on a poll basis. The
depositary and its agents will not be responsible for any failure to carry out any instructions to vote, for the manner
in which any vote is cast, or for the effect of any such vote. As a result, holders of our ADSs may not be able to
exercise their right to vote and may lack recourse if their equity shares are not voted as requested.

We and the depository are entitled to amend the deposit agreement and to change the rights of ADS holders under
the terms of such agreement, and we may termii the deposit agr t, without the prior ¢ of the ADS
holders.

We and the depository are entitled to amend the deposit agreement and to change the rights of the ADS holders
under the terms of such agreement, without the prior consent of the ADS holders. We and the depositary may agree
to amend the deposit agreement in any way we decide is necessary or advantageous to us. Amendments may reflect,
among other things, operational changes in the ADS program, legal developments affecting our ADSs or changes in
the terms of our business relationship with the depositary. In the event that the terms of an amendment impose or
increase fees or charges (other than charges in connection with foreign exchange control regulations, and taxes
and/or other governmental charges, delivery and other such expenses) or that would otherwise prejudice any
substantial existing right of the ADS holders, such amendment will not become effective as to outstanding ADSs
until the expiration of 30 days after notice of that amendment has been disseminated to ADS holders, and no prior
consent of the ADS holders is required under the deposit agreement. Furthermore, we may decide to terminate the
ADS facility at any time for any reason. For example, terminations may occur when we decide to list our ordinary
shares on a non-U.S. securities exchange and determine not to continue to sponsor an ADS facility or when we
become the subject of a takeover or a going-private transaction. If the ADS facility will terminate, ADS holders will
receive at least 90 days’ prior notice, but no prior consent is required from them. Under the circumstances that we
decide to make an amendment to the deposit agreement that is disadvantageous to ADS holders or terminate the
deposit agreement, the ADS holders may choose to sell their ADSs or surrender their ADSs and become direct
holders of the underlying Ordinary Shares, but will have no right to any compensation whatsoever.

Holders of our ADSs may be subject to limitations on transfer of their ADSs.

Our 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 necessary in connection with the performance of its duties. The
depositary may close its books from time to time for a number of reasons, including in connection with corporate
events such as a rights offering, during which time the depositary needs to maintain an exact number of ADS holders
on its books for a specified period. The depositary may also close its books in emergencies, and on weekends and
public holidays. 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.

Holders of our ADSs might not receive distributions on our equity shares, or any value for them at all, if it is
unlawful or impracticable for us to make them available to such holders.

The depositary of the our ADSs has agreed to pay holders of our ADSs the cash dividends or other distributions it or
the custodian for the our ADSs receives on Ordinary Shares or other deposited securities after deducting its fees and
expenses in accordance with the deposit agreement. Holders of our ADSs will receive these distributions in
proportion to the number of the underlying Ordinary Shares that their ADSs
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represent. However, the depositary is not responsible if it is unlawful or impracticable to make a distribution
available to any holders of our ADSs. For example, it would be unlawful to make a distribution to a holder of our
ADSs if it consists of securities that require registration under the Securities Act but such securities are not properly
registered or distributed pursuant to an applicable exemption from registration. The depositary is not responsible for
making a distribution available to any holders of our ADSs if any government approval or registration is required for
such distribution. We have no obligation to take any other action to permit the distribution of the our ADSs, equity
shares, rights or anything else to holders of the our ADSs. This means that holders of our ADSs might not receive
the distributions that we make on our Ordinary Shares or any value for them at all if it is unlawful or impracticable
for us to make them available to you.

Your rights to pursue claims against the depositary as a holder of ADSs are limited by the terms of the deposit
agreement.

Under the deposit agreement, any action or proceeding against or involving the depositary, arising out of or based
upon the deposit agreement or the transactions contemplated thereby or by virtue of owning the ADSs may only be
instituted in the United States District Court for the Southern District of New York (or, if the United States District
Court for the Southern District of New York lacks subject matter jurisdiction over a particular dispute, the state
courts in New York County, New York), and you, as a holder of our ADSs, will have irrevocably waived any
objection which you may have to the laying of venue of any such proceeding, and irrevocably submitted to the
exclusive jurisdiction of such courts in any such action or proceeding. Accepting or consenting to this forum
selection provision does not represent you are waiving compliance with the U.S. federal securities laws and the rules
and regulations promulgated thereunder. Furthermore, investors cannot waive compliance with the U.S. federal
securities laws and rules and regulations promulgated thereunder.

The depositary may, in its sole discretion, require that any dispute or difference arising from the relationship created
by the deposit agreement be referred to and finally settled by an arbitration conducted under the terms described in
the deposit agreement. These arbitration provisions govern such dispute or difference and do not, in any event,
preclude you from pursuing claims under the Securities Act or the Exchange Act in federal courts. See “Description
of American Depositary Shares” for more information.

ADS holders may not be entitled to a jury trial with respect to claims arising under the deposit agreement, which
could result in less favorable outcomes to the plaintiff(s) in any such action.

The deposit agreement governing the ADSs representing our ordinary shares provides that, subject to the
depositary’s right to require a claim to be submitted to arbitration, the United States District Court for the Southern
District of New York (or, if the United States District Court for the Southern District of New York lacks subject
matter jurisdiction over a particular dispute, the state courts in New York County, New York) have exclusive
jurisdiction to hear and determine claims arising under the deposit agreement and in that regard, to the fullest extent
permitted by law, ADS holders waive the right to a jury trial of any claim they may have against us or the depositary
arising out of or relating to our ordinary shares, the ADSs or the deposit agreement, including any claim under the
U.S. federal securities laws.

If we or the depositary opposed a jury trial demand based on the waiver, the court would determine whether the
waiver was enforceable based on the facts and circumstances of that case in accordance with the applicable state and
federal law. To our knowledge, the enforceability of a contractual pre-dispute jury trial waiver in connection with
claims arising under the federal securities laws has not been finally adjudicated by the U.S. Supreme Court.
However, we believe that a pre-dispute contractual waiver of jury trial is generally enforceable, including under the
laws of the State of New York, which govern the deposit agreement. In determining whether to enforce a pre-dispute
contractual waiver of jury trial, courts will generally consider whether a party knowingly, intelligently and
voluntarily waived the right to a jury trial. We believe that this is the case with respect to the deposit agreement and
the ADSs. It is advisable that you consult legal counsel regarding the jury waiver provision before investing in the
ADSs.

If you or any other holders or beneficial owners of ADSs bring a claim against us or the depositary in connection
with matters arising under the deposit agreement or the ADSs, including claims under federal securities laws, you or
such other holder or beneficial owner may not be entitled to a jury trial with respect to such claims, which may have
the effect of limiting and discouraging lawsuits against us and the depositary. If a lawsuit is brought against either or
both of us and the depositary under the deposit agreement, it may be
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heard only by a judge or justice of the applicable trial court, which would be conducted according to different civil
procedures and may result in different outcomes than a trial by jury would have, including results that could be less
favorable to the plaintiff(s) in any such action.

Nevertheless, if this jury trial waiver provision is not enforced, to the extent a court action proceeds, it would
proceed under the terms of the deposit agreement with a jury trial. No condition, stipulation or provision of the
deposit agreement or ADSs shall relieve us or the depositary from our respective obligations to comply with the
Securities Act and the Exchange Act.

The Warrants will become exercisable for Ordinary Shares in the form of ADSs, which would increase the
number of shares eligible for future resale in the public market and result in dilution to shareholders.

Warrants to purchase an aggregate of 15,037,030 Ordinary Shares in the form of ADSs will become exercisable in
accordance with the terms of the Warrant Agreement governing those securities. The Warrants are exercisable
30 days after the completion of the Business Combination. The exercise price of the Warrants is US$11.50 per share,
subject to adjustment. To the extent such Warrants are exercised, additional Ordinary Shares in the form of ADSs
will be issued, which will result in dilution to the existing holders of Ordinary Shares or ADSs and increase the
number of shares eligible for resale in the public market. Sales of substantial numbers of such ADSs in the public
market or the fact that such Warrants may be exercised could adversely affect the market price of ADSs However,
there is no guarantee that the Warrants will ever be in the money prior to their expiration, and as such, the Warrants
may expire worthless.

We may redeem your unexpired Warrants held by holders other than the Sponsor or its permitted transferees
prior to their exercise at a time that is disadvantageous to you, thereby making your Warrants worthless.

We may redeem Public Warrants prior to their exercise at a time that is disadvantageous to the holders of such
Warrants, thereby making such warrants worthless. More specifically:

» we will have the ability to redeem outstanding Warrants (except as described herein with respect to the
private placement warrants) at any time after they become exercisable and prior to their expiration, at a price
of US$0.01 per warrant, provided that the last reported sales price of Ordinary Shares equals or exceeds
US$18.00 per share (subject to adjustment) for any 20 trading days within a 30 trading-day period ending on
the third trading day prior to proper notice of such redemption and provided that certain other conditions are
met.

» we will also have the ability to redeem outstanding Warrants at any time after they become exercisable and
prior to their expiration, at a price of US$0.10 per warrant, provided that the last reported sales price of
Ordinary Shares equals or exceeds US$10.00 per share (subject to adjustment) for any 20 trading days within
a 30 trading-day period ending on the third trading day prior to proper notice of such redemption and
provided that certain other conditions are met. If the last reported sales price of Ordinary Shares for any 20
trading days within a 30-trading day period ending on the third trading day prior to the date on which we
send the notice of redemption to the warrant holders is less than US$18.00 per share (subject to adjustment),
the private placement warrants must also be concurrently called for redemption on the same terms as the
outstanding Public warrants, as described above. In each case, we may only call the Warrants for redemption
upon a minimum of 30 days” prior notice of redemption.

Redemption of the outstanding Warrants could force you (i) to exercise your Warrants and pay the exercise price
therefor at a time when it may be disadvantageous for you to do so, (ii) to sell your Warrants at the then-current
market price when you might otherwise wish to hold your Warrants, or (iii) to accept the nominal redemption price,
which, at the time the outstanding Warrants are called for redemption, is likely to be substantially less than the
market value of your Warrants.

The Warrant Agreement designates the courts of the State of New York or the United States District Court for the
Southern District of New York as the sole and exclusive forum for certain types of actions and proceedings that
may be initiated by holders of the warrants, which could limit the ability of warrantholders to obtain a favorable
Judicial forum for disputes with us in connection with such warrants.

The Warrant Agreement provides that, subject to applicable law, (i) any action, proceeding or claim against us
arising out of or relating in any way to the warrant agreement, will be brought and enforced in the courts of
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the State of New York or the United States District Court for the Southern District of New York, and (ii) we
irrevocably submit to such jurisdiction, which jurisdiction shall be the exclusive forum for any such action,
proceeding or claim. We have waived any objection to such exclusive jurisdiction and that such courts represent an
inconvenient forum. Notwithstanding the foregoing, these provisions of the Warrant Agreement do not apply to suits
brought to enforce any liability or duty created by the Exchange Act or any other claim for which the federal district
courts of the U.S. are the sole and exclusive forum. Any person or entity purchasing or otherwise acquiring any
interest in any of warrants under the Warrant Agreement shall be deemed to have notice of and to have consented to
the forum provisions of the Warrant Agreement. If any action, the subject matter of which is within the scope the
forum provisions of the Warrant Agreement, is filed in a court other than a court of the State of New York or the
United States District Court for the Southern District of New York (a “foreign action”) in the name of any holder of
the warrants, such holder shall be deemed to have consented to: (x) the personal jurisdiction of the state and federal
courts located in the State of New York in connection with any action brought in any such court to enforce the forum
provisions (an “enforcement action”), and (y) having service of process made upon such warrant holder in any such
enforcement action by service upon such warrant holder’s counsel in the foreign action as agent for such warrant
holder.

The choice-of-forum provision may limit a warrant holder’s ability to bring a claim in a judicial forum that it finds
favorable for disputes with us, which may discourage such lawsuits. Alternatively, if a court were to find this
provision of the Warrant Agreement inapplicable or unenforceable with respect to one or more of the specified types
of actions or proceedings, we may incur additional costs associated with resolving such matters in other
jurisdictions, which could materially and adversely affect our business, financial condition and results of operations
and result in a diversion of the time and resources of our management and board of directors.

The requirements of being a public company may strain our resources, divert our management’s attention and
affect our ability to attract and retain qualified board members.

We are subject to the reporting requirements of the Exchange Act, the Sarbanes-Oxley Act, the Dodd-Frank Act,
Nasdaq listing requirements and other applicable securities rules and regulations. As such, we will incur additional
legal, accounting and other expenses. These expenses may increase even more if we no longer qualify as an
“emerging growth company,” as defined in Section 2(a) of the Securities Act. The Exchange Act requires, among
other things, that we file annual and current reports with respect to our business and operating results. The Sarbanes-
Oxley Act requires, among other things, that we maintain effective disclosure controls and procedures and internal
control over financial reporting. We may need to hire more employees or engage outside consultants to comply with
these requirements, which will increase our costs and expenses.

Changing laws, regulations and standards relating to corporate governance and public disclosure are creating
uncertainty for public companies, increasing legal and financial compliance costs and making some activities more
time-consuming. These laws, regulations and standards are subject to varying interpretations, in many cases due to
their lack of specificity, and, as a result, their application in practice may evolve over time as new guidance is
provided by regulatory and governing bodies. This could result in continuing uncertainty regarding compliance
matters and higher costs necessitated by ongoing revisions to disclosure and governance practices. We expect these
laws and regulations to increase our legal and financial compliance costs after the Business Combination and to
render some activities more time-consuming and costly, although we are currently unable to estimate these costs
with any degree of certainty.

Many members of our management team will have limited experience managing a publicly traded company,
interacting with public company investors and complying with the increasingly complex laws pertaining to public
companies. Our management team may not successfully or efficiently manage the transition to being a public
company subject to significant regulatory oversight and reporting obligations under the federal securities laws and
regulations and the continuous scrutiny of securities analysts and investors. The need to establish the corporate
infrastructure demanded of a public company may divert the management’s attention from implementing its growth
strategy, which could prevent us from improving our business, financial condition and results of operations.
Furthermore, we expect these rules and regulations to make it more difficult and more expensive for us to obtain
director and officer liability insurance, and consequently we may be required to incur substantial costs to maintain
the same or similar coverage. These additional obligations could have a material adverse effect on our business,
financial condition, results of operations and prospects. These factors could also make it more difficult for us to
attract and retain qualified members of its board of directors, particularly to serve on our audit committee, and
qualified executive officers.
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As a result of disclosure of information in this prospectus and in filings required of a public company, our business
and financial condition will become more visible, which we believe may result in threatened or actual litigation,
including by competitors and other third parties. If such claims are successful, our business and operating results
could be adversely affected, and, even if the claims do not result in litigation or are resolved in our favor, these
claims, and the time and resources necessary to resolve them, could cause an adverse effect on our business,
financial condition, results of operations, prospects and reputation.

We are an “emerging growth company,” and it cannot be certain if the reduced SEC reporting requirements
applicable to emerging growth companies will make our ADSs less attractive to investors, which could have a
material and adverse effect on us, including our growth prospects.

We qualify as an “emerging growth company” as defined in the JOBS Act. We will remain an “emerging growth
company” until the earliest to occur of (i) the last day of the fiscal year (a) following the fifth anniversary of the
closing of the Business Combination, (b) in which we have total annual gross revenue of at least US$1.235 billion or
(c) in which we are deemed to be a large accelerated filer, which means the market value of LTC shares held by non-
affiliates exceeds US$700 million as of the last business day of our prior second fiscal quarter, and (ii) the date on
which we issued more than US$1.0 billion in non-convertible debt during the prior three-year period. We intend to
take advantage of exemptions from various reporting requirements that are applicable to most other public
companies, including, but not limited to, an exemption from the provisions of Section 404(b) of the Sarbanes-Oxley
Act requiring that our independent registered public accounting firm provide an attestation report on the
effectiveness of our internal control over financial reporting and reduced disclosure obligations regarding executive
compensation.

In addition, Section 102(b)(1) of the JOBS Act exempts “emerging growth companies” from being required to
comply with new or revised financial accounting standards until private companies (that is, those that have not had a
Securities Act registration statement declared effective or do not have a class of securities registered under the
Exchange Act) are required to comply with the new or revised financial accounting standards. The JOBS Act
provides that a company can elect to opt out of the extended transition period and comply with the requirements that
apply to non-emerging growth companies, but any such election to opt out is irrevocable. We have elected not to opt
out of such extended transition period, which means that when a standard is issued or revised and it has different
application dates for public or private companies, we, as an emerging growth company, can adopt the new or revised
standard at the time private companies adopt the new or revised standard. This may make comparison of our
financial statements with certain other public companies difficult or impossible because of the potential differences
in accounting standards used.

Furthermore, even after we no longer qualify as an “emerging growth company,” as long as we continue to qualify as
a foreign private issuer under the Exchange Act, we will be exempt from certain provisions of the Exchange Act that
are applicable to U.S. domestic public companies.

As a result, our shareholders may not have access to certain information they deem important or at the same time if
we were a non-foreign private issuer. We cannot predict if investors will find our ADSs less attractive because we
rely on these exemptions. If some investors find our ADSs less attractive as a result, there may be a less active
trading market and price for our ADSs may be more volatile.

We qualify as 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. d. tic public c 7

Because we qualify as a foreign private issuer under the Exchange Act, we are exempt from certain provisions of the
securities rules and regulations in the U.S. that are applicable to U.S. domestic issuers, including: (i) the rules under
the Exchange Act requiring the filing of quarterly reports on Form 10-Q or current reports on Form 8-K with the
SEC; (ii) the sections of the Exchange Act regulating the solicitation of proxies, consents, or authorizations in
respect of a security registered under the Exchange Act; (iii) the sections of the Exchange Act requiring insiders to
file public reports of their share ownership and trading activities and liability for insiders who profit from trades
made in a short period of time; and (iv) the selective disclosure rules by issuers of material nonpublic information
under Regulation FD.

We will be required to file an annual report on Form 20-F within four months of the end of each fiscal year. In
addition, we intend to publish our results on a quarterly basis through press releases, distributed pursuant to
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the rules and regulations of Nasdaq. 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 timely compared to that required to be filed with the SEC by U.S. domestic issuers.
Accordingly, if you hold our securities, you may receive less or different information about us than that you would
receive about a U.S. domestic public company.

We could lose our status as a foreign private issuer under current SEC rules and regulations if more than 50% of our
outstanding voting securities become directly or indirectly held of record by U.S. holders and any one of the
following is true: (i) the majority of our directors or executive officers are U.S. citizens or residents; (ii) more than
50% of our assets are located in the U.S.; or (iii) our business is administered principally in the U.S. If we lose our
status as a foreign private issuer in the future, we will no longer be exempt from the rules described above and,
among other things, will be required to file periodic reports and annual and quarterly financial statements as if we
were a company incorporated in the U.S. If this were to happen, we would likely incur substantial costs in fulfilling
these additional regulatory requirements, and members of our management would likely have to divert time and
resources from other responsibilities to ensuring these additional regulatory requirements are fulfilled.

As a company incorporated in the Cayman Islands and a “controlled company” within the meaning of the
Nasdaq corporate governance rules, we are permitted to adopt certain home country practices in relation to
corporate governance matters that differ significantly from Nasdaq corporate governance listing standards
applicable to domestic U.S. companies or rely on exemptions that are available to a “controlled company”; these
practices may afford less protection to shareholders than they would enjoy if we complied fully with Nasdaq
corporate governance listing standards.

We are an exempted company incorporated in the Cayman Islands, and listed on Nasdaq as a foreign private issuer.
Nasdaq listing rules permit a foreign private issuer like us to follow the corporate governance practices of its home
country. Certain corporate governance practices in the Cayman Islands, which is our home country, may differ
significantly from Nasdaq corporate governance listing standards applicable to domestic U.S. companies.

We are a “controlled company” as defined under the Nasdaq rules because Mr. Shufu Li owns more than 50% of
our total voting power as of the date of this prospectus. For so long as we remain a controlled company under that
definition, we are permitted to elect to rely, and may rely, on certain exemptions from Nasdaq corporate governance
rules.

As a foreign private issuer and a “controlled company”, we are permitted to elect to rely, and may rely, on certain
exemptions from corporate governance rules, including (i) an exemption from the rule that a majority of our board
of directors must be independent directors; (ii) an exemption from the rule that director nominees must be selected
or recommended solely by independent directors; (iii) an exemption from the rule that the compensation committee
must be comprised solely of independent directors and (iv) an exemption from the requirement that an audit
committee be comprised of at least three members under Nasdaq Rule 5605(¢c)(2)(A). We intend to rely on all of the
foregoing exemptions available to foreign private issuers and “controlled company.”

As a result, you may not be provided with the benefits of certain corporate governance requirements of Nasdaq
applicable to companies that are subject to these corporate governance requirements.

You may face difficulties in protecting your interests, and your ability to protect your rights through U.S. courts
may be limited, because we are incorporated under the laws of the Cayman Islands, and we conduct a substantial
portion of our operations, and a majority of our directors and executive officers reside, outside of the U.S.

We are an exempted company limited by shares incorporated under the laws of the Cayman Islands and conduct a
majority of our operations through our subsidiaries in China. A substantial portion of our assets are located outside
the U.S. A majority of our officers and directors reside outside the U.S. and a substantial portion of the assets of
those persons are located outside of the U.S. As a result, it may be difficult for investors to effect service of process
within the U.S. upon our directors or officers, or to enforce judgments
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obtained in the U.S. courts against our directors or officers. For more information regarding the relevant laws of the
Cayman Islands and China, see “Enforceability of Civil Liabilities and Agent for Service of Process in the U.S.”

Our corporate affairs are governed by our memorandum and articles of association, as amend from time to time, the
Cayman Islands Companies Act and the common law of the Cayman Islands. The rights of our shareholders to take
action against our directors, actions by minority shareholders and the fiduciary duties of our directors to us under
Cayman Islands law are to a large extent governed by the common law of the Cayman Islands. The common law of
the Cayman Islands is derived in part from comparatively limited judicial precedent in the Cayman Islands as well
as from the common law of England, the decisions of whose courts are of persuasive authority, but are not binding,
on a court in the Cayman Islands. The rights of our shareholders and the fiduciary duties of our directors under
Cayman Islands law are different from what they would be under statutes or judicial precedent in some jurisdictions
in the U.S. In particular, the Cayman Islands has a different body of securities laws than the U.S. and some U.S.
states, such as Delaware, may have more fully developed and judicially interpreted bodies of corporate law than the
Cayman Islands. In addition, shareholders of Cayman Islands companies may not have standing to initiate a
shareholder derivative action in a federal court of the U.S.

Shareholders of Cayman Islands exempted companies like us have no general rights under Cayman Islands law to
inspect corporate records (other than the memorandum and articles of association, special resolutions, and the
register of mortgages and charges, of such companies) or to obtain copies of lists of shareholders of these companies.
Our directors have discretion under our articles of association to determine whether or not, and under what
conditions, our corporate records may be inspected by our shareholders, but are not obliged to make them available
to our shareholders. This may make it more difficult for you to obtain the information needed to establish any facts
necessary for a shareholder motion or to solicit proxies from other shareholders in connection with a proxy contest.

Certain corporate governance practices in the Cayman Islands, which is our home country, differ significantly from
requirements for companies incorporated in other jurisdictions such as the U.S. If we choose to follow home country
practice in the future, our shareholders may be afforded less protection than they otherwise would under rules and
regulations applicable to U.S. domestic issuers.

As a result of all of the above, our public shareholders may have more difficulty in protecting their interests in the
face of actions taken by management, members of the board of directors or controlling shareholders than they would
as public shareholders of a company incorporated in the U.S.

1t is not expected that we will pay dividends in the foreseeable future.

It is expected that we will retain most, if not all, of its available funds and any future earnings to fund the
development and growth of our business. As a result, it is not expected that we will pay any cash dividends in the
foreseeable future.

Our board of directors has discretion as to whether to distribute dividends. Even if the board of directors decides to
declare and pay dividends, the timing, amount and form of future dividends, if any, will depend on the future results
of operations and cash flow, capital requirements and surplus, the amount of distributions, if any, received by us
from subsidiaries, our financial condition, contractual restrictions and other factors deemed relevant by the board of
directors. Accordingly, you may need to rely on sales of our ADSs after price appreciation, which may never occur,

as the only way to realize any future gains on your investment. There is no guarantee that the our ADSs will
appreciate in value or that the market price of the our ADSs will not decline.

Risks Relating to Taxation

There can be no assurance that we will not be treated as a passive foreign investment company (“PFIC”) for any
taxable year, which could result in adverse U.S. federal income tax consequences to U.S. Holders.

If we are a PFIC for any taxable year (or portion thereof) during which a U.S. Holder (as defined in “Taxation —
U.S. Federal Income Tax Considerations”) holds our ADSs or Warrants, such U.S. Holder may
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be subject to adverse U.S. federal income tax consequences and may be subject to additional reporting requirements.
A non-U.S. corporation will generally be a PFIC for U.S. federal income tax purposes if, in any taxable year, either
(1) at least 75% of its gross income for such year is passive income (such as interest, dividends, rents and royalties
(other than rents or royalties derived from the active conduct of a trade or business) and net gains from the
disposition of assets giving rise to passive income) or (2) at least 50% of the value of its assets (generally based on
an average of the quarterly values of the assets) during such year is attributable to assets that produce or are held for
the production of passive income.

Based on our assets and income, we do not expect to be treated as a PFIC for the current taxable year ending
December 31, 2024 or foreseeable future taxable years. However, the facts on which any determination of PFIC
status are based are not known until the close of each taxable year in question. U.S. Holders should consult their tax
advisors regarding the application of the PFIC rules to us and the risks of owning equity securities in a company that
may be a PFIC. See “Taxation — U.S. Federal Income Tax Considerations — Passive Foreign Investment Company
Considerations.”
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UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL INFORMATION

The following selected unaudited pro forma condensed combined financial data is derived from the unaudited
pro forma condensed combined balance sheet and unaudited pro forma condensed combined statements of
operations of LTC and LCAA and is provided to aid you in your analysis of the financial aspects of the Business
Combination and the consummation of the Merger Financing, which are collectively referred to as the
“Transactions.”

LCAA was incorporated as a Cayman Islands exempted company on January 5, 2021, for the purpose of
effecting a merger, share exchange, asset acquisition, share purchase, reorganization or similar Business
Combination with one or more businesses or entities. On March 10, 2021, the registration statement LCAA’s IPO
was declared effective on March 10, 2021. On March 15, 2021, LCAA consummated its [PO of 25,000,000 units at
US$10.00 per Unit, generating gross proceeds of US$250,000 thousand which is held in the Trust Account. As of
June 30, 2023, the amount held in Trust Account subject to possible redemption was US$227,334 thousand. In
connection with the business combination, holders of 20,518,519 LCAA Public Shares exercised their right to
redeem their shares for cash at a redemption price of US$10.86 per share, for an aggregate redemption amount of
US$222,827 thousand.

LTC is not an operating company but a Cayman Islands holding company. LTC conducts its operations
through its subsidiaries in China and Europe, and for the periods ended prior to the Restructuring, also through
Wuhan Lotus E-Commerce Co., Ltd., the former variable interest entity (“VIE”) and its subsidiaries based in
mainland China.

Historically, LTC relied on contractual arrangements among Wuhan Lotus Technology Co., Ltd. (the
“WFOE”), Wuhan Lotus E-commerce Co., Ltd., the former VIE and its nominee shareholders to direct the business
operations of the former VIE and VIE’s subsidiaries. As a result, for the periods ended prior to the Restructuring, the
former VIE’s financial results are consolidated in Lotus Tech’s combined and consolidated financial statements
under the U.S. GAAP for accounting purposes.

During the six months period ended June 30, 2023, the Group has implemented a series of transactions to
restructure its organization and business operations (the “Restructuring”). In connection with the Restructuring, the
WEFOE, the former VIE and nominee equity holders of the former VIE entered into a series of agreements (“VIE
Restructuring Agreements”), pursuant to which, i) WFOE acquired 100% equity interest in Sanya Lotus Venture
Capital Co., Ltd. (“Sanya Lotus”) and Hangzhou Lotus Technology Service Co., Ltd. (“Hangzhou Lotus”),
subsidiaries of the former VIE, in February 2023; ii) all the former VIE’s assets and liabilities (excluding ICP
license), business contracts, intellectual properties and employees were transferred to a subsidiary of WFOE at nil
consideration; iii) the VIE Arrangements were terminated on June 30, 2023. As of the date of this prospectus, LTC’s
operations in mainland China are conducted by its mainland China subsidiaries and LTC does not have any VIE
structure. LTC believes that the Restructuring will not have any material impact on its operations and financial
results.

The unaudited pro forma condensed combined financial statements are based on the LCAA historical financial
statements and LTC historical financial statements as adjusted to give effect to the Transactions. The unaudited
pro forma condensed combined balance sheet gives pro forma effect to the Transactions as if they had been
consummated on June 30, 2023. The unaudited pro forma condensed combined statements of operations for the
six months ended June 30, 2023 and for the year ended December 31, 2022 give effect to the Transactions as if they
had occurred on January 1, 2022, the beginning of the earliest period presented.

The unaudited pro forma condensed combined financial statements were prepared in accordance with
Article 11 of SEC Regulation S-X, as amended by the final rule, Release No. 33-10786, Amendments to Financial
Disclosures about Acquired and Disposed Businesses. Release No. 33-10786 replaced the previous pro forma
adjustment criteria with simplified requirements to depict the accounting for the Transactions (“Transaction
Accounting Adjustments”) and present the reasonably estimable synergies and other transaction effects that have
occurred or are reasonably expected to occur (“Management’s Adjustments”). Management has elected not to
present Management’s Adjustments and will only be presenting Transaction Accounting Adjustments in the
unaudited pro forma condensed combined financial information. The adjustments presented in the unaudited
pro forma condensed combined financial statements have been identified and presented to provide relevant
information necessary for an understanding of the combined company reflecting the Transactions.
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The unaudited pro forma condensed combined financial statements are provided for illustrative purposes only
and are not necessarily indicative of what the actual results of operations and financial position would have been had
the Transactions taken place on the dates indicated, nor are they indicative of the future consolidated results of
operations or financial position of the combined company.

The unaudited pro forma condensed combined balance sheet as of June 30, 2023 has been prepared using, and
should be read in conjunction with, the following:

¢ LCAA’s unaudited condensed balance sheet as of June 30, 2023 and the related notes which are not included
in this prospectus; and

¢ LTC’s unaudited condensed consolidated balance sheet as of June 30, 2023 and the related notes included
elsewhere in this prospectus.

The unaudited pro forma condensed combined statements of operations for the six months ended June 30, 2023
and for the year ended December 31, 2022 have been prepared using, and should be read in conjunction with, the
following:

* LCAA’s unaudited condensed statements of operations for the six months ended June 30, 2023 which are not
included in this prospectus and audited statements of operations for the year ended December 31, 2022 and
the related notes included elsewhere in this prospectus; and

* LTC’s unaudited condensed consolidated statements of operations for the six months ended June 30, 2023
and audited consolidated statements of operations for the year ended December 31, 2022 and the related
notes included elsewhere in this prospectus.

Description of the Business Combination

On January 31, 2023, LCAA, LTC, Merger Sub 1 and Merger Sub 2 entered into the Agreement and Plan of
Merger (the “Original Merger Agreement”). On October 11, 2023, the parties to the Original Merger Agreement
entered into the First Amended and Restated Agreement and Plan of Merger (as may be amended, supplemented or
otherwise modified from time to time, the “Merger Agreement”) to amend and restate the Original Merger
Agreement in its entirety to provide that, among other things, each applicable LCAA Public Shareholder
immediately prior to the First Effective Time shall receive the equivalent number of LTC Ordinary Shares in the
form of LTC ADSs in the First Merger. Pursuant to the Merger Agreement, among other things, (i) Merger Sub 1
will merge with and into LCAA (the “First Merger”), with LCAA surviving the First Merger as a wholly-owned
subsidiary of the Company (the surviving entity of the First Merger, “Surviving Entity 1”), and (ii) immediately
following the consummation of the First Merger, Surviving Entity 1 will merge with and into Merger Sub 2 (the
“Second Merger”, and together with the First Merger, collectively, the “Mergers”), with Merger Sub 2 surviving the
Second Merger as a wholly-owned subsidiary of the Company.

Pursuant to the Merger Agreement, on the Closing Date and immediately prior to the First Effective Time, the
following actions shall take place or be effected (in the order set forth hereinafter): (i) each preferred share of LTC
that is issued and outstanding immediately prior to such time shall be converted into one LTC Ordinary Share on a
one-for-one basis, by re-designation and re-classification, in accordance with the LTC Articles, (ii) the Amended
LTC Articles shall be adopted and become effective; (iii) immediately following the Preferred Share Conversion but
immediately prior to the Recapitalization, 500,000,000 authorized but unissued ordinary shares of LTC shall be re-
designated as shares of a par value of US$0.00001 each of such class or classes (however designated) as the LTC
Board may determine in accordance with the Amended LTC Articles, such that the authorized share capital of LTC
shall be US$50,000 divided into 5,000,000,000 shares of par value of US$0.00001 each, consisting of
4,500,000,0000rdinary shares of a par value of US$0.00001 each, and 500,000,000 shares of a par value of
US$0.00001each of such class or classes (however designated) as the LTC Board may determine in accordance with
the Amended LTC Articles; (iv) immediately following the Re-designation and prior to the First Effective Time,
each issued LTC Ordinary Share shall be recapitalized by way of a repurchase in exchange for the issuance of such
number of LTC Ordinary Shares equal to the Recapitalization Factor (i.e., one such LTC Ordinary Share multiplied
by the Recapitalization Factor), such that each LTC Ordinary Share will have a value of US$10.00 per share after
giving effect to the Recapitalization; and (v) each of the issued and outstanding LTC Options shall be adjusted to
give effect to the foregoing.
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Pursuant to the Merger Agreement, (i) immediately prior to the First Effective Time, each LCAA Class B
Ordinary Shares will be automatically converted into one LCAA Class A Ordinary Shares in accordance with the
LCAA Articles, and each LCAA Class B Ordinary Shares shall no longer be issued and outstanding and shall
automatically be cancelled, and each former holder of LCAA Class B Ordinary Shares shall thereafter cease to have
any rights with respect to such shares, (ii) at the First Effective Time, each Unit issued by LCAA in its IPO or the
exercise of the underwriter’s overallotment option, each consisting of one LCAA Class A Ordinary Share and one-
third of an LCAA Warrant issued by LCAA to acquire LCAA Class A Ordinary Share, outstanding immediately
prior to the First Effective Time shall be automatically detached and the holder thereof shall be deemed to hold one
LCAA Class A Ordinary Share and one-third of an LCAA Warrant in accordance with the terms of the applicable
Unit; provided that no fractional LCAA Warrant will be issued in connection with the Unit Separation such that if a
holder of Units would be entitled to receive a fractional LCAA Warrant upon the Unit Separation, the number of
LCAA Warrants to be issued to such holder upon the Unit Separation shall be rounded down to the nearest whole
number of LCAA Warrants, (iii) immediately following the Unit Separation, each LCAA Class A Ordinary
Share(which, for the avoidance of doubt, includes the LCAA Class A Ordinary Shares (A) issued in connection with
the LCAA Class B Conversion and (B) held as a result of the Unit Separation) issued and outstanding immediately
prior to the First Effective Time (other than any LCAA Shares that are owned by LCAA as treasury shares, any
Redeeming LCAA Shares, Dissenting LCAA Shares or any LCAA Shares held by the Founder Shareholders) shall
automatically be cancelled and cease to exist in exchange for the right to receive one LTC ADS, and each LCAA
Share issued and outstanding immediately prior to the First Effective Time held by the Founder Shareholders shall
automatically be cancelled and cease to exist in exchange for the right to receive one LTC Ordinary Share. As of the
First Effective Time, each LCAA shareholder shall cease to have any other rights in and to such LCAA Shares,
except as expressly provided in the Merger Agreement, (iv) each LCAA Warrant (which, for the avoidance of doubt,
includes the LCAA Warrants held as a result of the Unit Separation) outstanding immediately prior to the First
Effective Time shall cease to be a warrant with respect to LCAA Public Shares and be assumed by LTC and
converted into an LTC Warrant. Each LTC Warrant shall continue to have and be subject to substantially the same
terms and conditions as were applicable to such LCAA Warrant immediately prior to the First Effective Time
(including any repurchase rights and cashless exercise provisions) in accordance with the provisions of the
Assignment, Assumption and Amendment Agreement.

In addition, pursuant to the Merger Agreement, (i) at the First Effective Time, each ordinary share, par value
US$0.00001 per share, of Merger Sub 1, that is issued and outstanding immediately prior to the First Effective Time
shall continue existing and constitute the only issued and outstanding share capital of Surviving Entity 1 and shall
not be affected by the First Merger, and (ii) at the Second Effective Time, each ordinary share of Surviving Entity 1
that is issued and outstanding immediately prior to the Second Effective Time will be automatically cancelled and
cease to exist without any payment therefor, and each ordinary share, par value $0.00001 per share, of Merger Sub 2
immediately prior to the Second Effective Time shall remain outstanding and continue existing and constitute the
only issued and outstanding share capital of Surviving Entity 2 and shall not be affected by the Second Merger.

Concurrently with the execution of the Original Merger Agreement, on January 31, 2023, LCAA, the Sponsor,
certain shareholders of LCAA (together with the Sponsor, collectively, the “Founder Shareholders”) and LTC
entered into the Sponsor Support Agreement, which was amended by the parties thereto on November 13, 2023. The
original Sponsor Support Agreement also provided that some of the LCAA Class B Ordinary Shares held by the
Sponsor as of the date of the Sponsor Support Agreement will be subject to forfeiture and earn-out restrictions
pursuant to the Sponsor Support Agreement. Specifically, 20% of the LCAA Class B Ordinary Shares held by the
Sponsor will be forfeited unless certain affiliates of the Sponsor as may be approved by LTC from time to time
participate in the PIPE Financing, and another 10% of the LCAA Class B Ordinary Shares held by the Sponsor will
remain unvested at the Closing and become vested upon the commencement or official announcement of the first
business collaborations facilitated by the Sponsor or the Sponsor’s affiliates between LTC or its applicable affiliates,
on the one hand, and any Cooperating Entity, on the other hand (the “Business Collaboration™). In connection with
LCAA’s designation of Anish Melwani to serve as a director on the LTC Board post-Closing, the parties agreed that
a Business Collaboration would occur upon the effectiveness of such appointment and as a result 10% of the LCAA
Class B Ordinary Shares held by the Sponsor will become vested immediately following the Closing.

81



TABLE OF CONTENTS

On November 13, 2023, SPAC, the Founder Shareholders and the Company entered into an Amendment to
Sponsor Support Agreement, which reflects the deletion of the provisions on forfeiture of 20% of the Sponsor Shares
in connection with the Sponsor’s affiliates’ participation in the PIPE Financing(and related covenant and lock-up
release mechanism) and provides that, in addition to the 10% of the Sponsor Shares which are subject to the earn-out
arrangement described above, all or a portion of (as reasonably determined by the Company in good faith) an
additional 20% of the Sponsor Shares will remain unvested at the Closing and become vested upon each occurrence
of (a) the commencement or official announcement of any additional Business Collaboration, or (b) an approved
commitment to invest in the Company or one of its subsidiaries by an investor introduced or facilitated by Sponsor
or its affiliate, in each case, within eighteen (18) months of the Closing.

Unless otherwise specified, the voting and economic interests of the combined company’s shareholders set
forth in this prospectus assume, 1) the applicable conditions specified in the Sponsor Support Agreement relating to
the earn-out of certain Sponsor Shares are satisfied immediately following the Closing, and as a result, all Sponsor
Shares subject to earn-out are vested and no longer subject to any earnout arrangement immediately following the
Closing, and 2) no Sponsor shares are transferred by the Sponsor as consideration to induce LCAA Shareholders to
waive its redemption rights.

The following summarizes the unaudited pro forma the Ordinary Shares outstanding upon the Closing:

Pro Forma
Shares outstanding
Ownership Ownership

in shares %
LCAA Ordinary Shareholders (including the founder)® 8,427,821 1.2%
Merger Financing Investors 38,283,370 5.7%
The holder of exchangeable notes®™ 36,597,038 5.4%
LTC Ordinary Shareholders© 542,850,129 80.2%
Momenta Convertible Note® 577,456 0.1%
Meritz® 50,000,000 7.4%
Total shares 676,735,814 _100.0%

(A) Includes 20% of Sponsor Shares subject to the earn-out provisions under the Sponsor Support Agreement.

(B) Reflects the aggregate of 36,597,038 LTC Ordinary Shares to be issued to WFOE Exchangeable Notes Holder at US$10.00 per
share following the settlement of the current LTC exchangeable notes with fair value of US$346,115 thousand and subsequent
issuing additional notes with value of US$22,297 thousand.

(C) Excludes 7,149,865 LTC Ordinary Shares that will be issuable upon the exercise of LTC Options issued and outstanding as of
January 31, 2024, calculated after taking into account the Recapitalization and using the treasury stock method of accounting. The
LTC Options are granted under the 2022 Share Incentive Plan, pursuant to which the maximum aggregate number of ordinary
shares of LTC that may be issued under the 2022 Share Inventive Plan is 51,550,661, calculated after taking into account the
Recapitalization. Also excludes any new LTC Ordinary Shares that will be issued to certain existing LTC sharcholders in
connection with the PIPE Financing and restructuring of existing investments in LTC.

(D) Represents the Momenta Note in the principal amount of US$11,297 thousand issued by LTC on May 30, 2023. The Momenta
Note was automatically converted into fully paid and non-assessable LTC Ordinary Shares upon the Closing, if the Closing occurs
on or prior to the Maturity Date, at a conversion price equal to US$10.00. In addition, each of LTC and Momenta has a voluntary
redemption right to partially redeem US$5,648 thousand of the Momenta Note at any time during the period beginning from
July 1,2023 and ending on the date on which the Momenta Note has been fully converted into LTC Ordinary Shares. On
November 11,2023, LTC exercised such voluntary redemption right and subsequently made a payment of the Partial Redemption
Price to Momenta. LTC issued to Momenta a new convertible note for the remaining balance of US$5,648 thousand.

(E) Represents 50,000,000 LTC Ordinary Shares that will be issued to Meritz pursuant to the Meritz Subscription Agreement. Pursuant
to the Meritz Subscription Agreement, among other things, Meritz will have a put option to sell all or part of the Meritz
Subscription Shares to LTC at a price equal to the Agreed Return. Subject to and prior to the closing of the Meritz Investment, LTC
shall deposit certain U.S. treasury bonds and/or U.S. treasury bills in an aggregate amount of US$500,000 thousand in a restricted
securities account, to secure its put option obligations and certain other obligations under the Meritz Subscription Agreement. See
“Agreements Entered into in Connection with the Business Combination — Meritz Investment” for additional details.
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The table below shows possible sources of dilution and the extent of such dilution that non-redeeming Public
Shareholders could experience in connection with the Closing of the Business Combination. In an effort to illustrate
the extent of such dilution, the table below assumes the exercise of all LCAA Warrants, which are exercisable for
one share of LCAA Public Shares at a price of US$11.50 per share. The following table illustrates estimated
ownership levels in the Combined Company based on the actual redemptions by the Public Shareholders with all
possible sources of dilution and the following assumptions:

Pro Forma
Shares outstanding
Ownership Ownership

in shares %
LCAA Ordinary Shareholders (including the founder) 8,427,821 1.2%
Merger Financing Investors 38,283,370 5.5%
The holder of exchangeable notes 36,597,038 5.1%
Meritz 50,000,000 7.2%
LTC Ordinary Shareholders 542,850,129 77.7%
Shares underlying Public Warrants 9,550,246 1.4%
Shares underlying Private Warrants 5,486,784 0.8%
Momenta Convertible Note 577,456 0.1%
Shares initially reserved for issuance under the Incentive Plarff*) 7,149,865 1.0%
Total shares 698,922,709 100.0%

(A) Represents the LTC Ordinary Shares that will be issuable upon the exercise of LTC Options issued and outstanding as of
January 31, 2024, calculated after taking into account the Recapitalization and using the treasury stock method of accounting.

Accounting for the Business Combination

LTC has determined that it is the accounting acquirer based on its evaluation of the facts and circumstances of
the acquisition. The purpose of the merger was to assist LTC with the refinancing and recapitalization of its business.
LTC is the larger of the two entities and is the operating company within the combining companies. LTC will have
control of the board of the directors of the combined companies as it will hold a majority of the seats on the board of
directors with LCAA only taking one seat on the board of directors after the Mergers. LTC’s senior management
will be continuing as senior management of the combined company. In addition, a larger portion of the voting rights
in the combined entity will be held by existing LTC’s shareholders.

As LTC was determined to be the acquirer for accounting purposes, the accounting for the transaction will be
similar to that of a capital infusion as the only significant pre-combination asset of LCAA is the cash in the Trust
Account. No intangibles or goodwill will arise through the accounting for the transaction. The accounting is the
equivalent of LTC issuing shares and warrants for the net monetary assets of LCAA.
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UNAUDITED PRO FORMA CONEDSED COMBINED BALANCE SHEET
AS OF JUNE 30, 2023
(All amounts in thousands, except for share and per share data)

m @

LCAA LTC Actual Redemptions
Transaction Transaction Pro
Accounting (Pro Accounting Forma
(Historical) Adjustments Note Forma) (Historical) Adjustments Note Combined
Assets:
Current assets:
Cash $ 5 $ — $ 5 $ 548286 $ 361,327 (A) $ 881,840

36,925)
22,297 g
(6,969)  (
(5,648) (M
Restricted cash — — — 180,049 — 180,049
Marketable securities held in collateral account — — — — 175,000 (N) 175,000
Accounts receivable — related parties. — — — 13,575 — 13,575
Inventories — — — 125,634 — 125,634
Prepayments and other current assets — third parties 119 — 119 25,935 — 26,054
Prepayments and other current asset —related party — — — 13911 — 13911
Total current assets 124 — 124 907,390 508,549 1,416,063
Non-current assets:
Restricted cash — — — 692 — 692
Marketable securities held in collateral account — — — — 325,000 (N) 325,000
Investment securities — related parties — — — 7,326 — 7,326
Property, equipment and software, net — — — 294,571 — 294,571
Intangible assets — — — 116,352 — 116,352
Operating lease right-of-use asset — — — 162,669 — 162,669
Other non-current assets — third parties — — — 103,624 — 103,624
Other non-current assets —related parties — — — 2,542 2,542
Marketable securities held in Trust Account 227,334 2,310 (a; 236,566 — (236,566) (B) —
6,922 (b
Total non-current assets 227.334 9.232 236.566 687.776 88.434 1.012.776
Total Assets $227.458 $ 9.232 $236,.690 $1.595.166 $ 596,983 $2.428.839
Liabilities, Mezzanine equity and Shareholders’ equity (deficit)
Current liabilities:
Accounts payable — third parties $ — $ — $ — $ 3549 § — $ 3,549
Accounts payable —related parties — — — 152,725 — 152,725
Accrued expenses and other current liabilities -third parties 4,106 — 4,106 275,569 8,852) (E; 263,039
074) (F
(10,507)  (A)
Accrued expenses and other current liabilities — related
parties — — — 228,390 — 228,390
Short-term borrowings — third parties — — — 380,841 — 380,841
Contract liabilities — third parties — — 29,875 — 29,875
Due to related part; 4,659 2,310 (a) 6,969 — (6,969) (H) —
Operating lease liabilities — third parties — — — 17,022 — 17,022
Exchangeable Notes — — — 346,115 (346,115) (G) —
Mandatorily redeemable noncontrolling interest — — — — — —
Convertible notes 22,415 ?1 1,118) (A) —
— — — — 11.297) (M) —
Total current liabilities 8,765 2,310 11,075 1,456,501 (392,135) 1,075,441
Non-current liabilities
Contract liabilities — third parties — — 3,592 3,592

92,129

Operating lease liabilities — third parties — - 29 — N
— — 6,069 134,644  (N) 140,713

Put option liabilities
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Convertible notes

Exchangeable Notes — non-current

Deferred tax liabilities

Deferred income

Deferred underwriters” marketing fees

Warrant liability

Other non-current liabilities — third parties

Other non-current liabilities — related parties
Total non-current liabilities
Total Liabilities
Ci and Ci

Class A ordinary shares subject to possible redemption

Ordinary shares subject to possible redemption

Series Pre-A redeemable Convertible preferred Shares

Series A redeemable Convertible Preferred Shares
Shareholders’ Equity (Deficit)

Preferred shares

Ordinary shares

Additional paid-in capital

Receivable from shareholders .
Accumulated other comprehensive income

Accumulated deficit

Total shareholders’ equity (deficit)attributable to ordinary
shareholders

Noncontrolling interests

Total shareholders’ equity (deficit)

Total liabilities, mezzanine equity and shareholders’ equity
(deficit)

1)
2

m

@

LCAA LTC Actual Redemptions
Transaction Transaction Pro
Accounting (Pro Accounting Forma
(Historical) Adjustments Note Forma) (Historical) Adjustments Note Combined
— — — 77,364 — 77,364
— — 72,628 — 72,628
— — — 373 — 373
— — — 262,948 — 262,948
7,957 — 7,957 — (7,957) (C) —
4,245 — 4,245 — — 4,245
— — — 31,636 — 31,636
— — — 1,710 — 1.710
12,202 — 12,202 548,449 126.687 687.338
20,967 2,310 23277 _ 2.004.950 (265,448) 1.762.779
227,334 2,310 (ag 236,566 — (236,566) (1) —
= 6.922 (b = — =
= = = 177.329 (177.329) (D) —
— — — 191.338 (191.338) (D) —
n — 1 21 —w 6
" @
- 1)
— ©
1N
— — — 371,173 382,835 (A) 1,841,867
7,621 C%
(23,154) (D
(34,851) (F)
367,092 (G)
368,683 gl)
13,739 ()
,290 %K)
15,435 (L)
,650 (M)
365,355 (N)
— — — 50,521 (16,050) (G) 34,452
M)
(18) Ag
(20,844) (23100 (a)  (23,154) (1,193,935) 23,154 (D (1,204,034)
336 (C)
(10,217) (E)
17,371 (G)
136 Ag
(2,290) (K
(15.435) (L)
(20,843) (2,310 (23,153) _ (772,220) _ 1,467,664 672,291
— — — (6231 — (6.231)
(20.843) 2.310) (23.153) (778.451) _ 1.467.664 666,060
$227,458 $ 9,232 $236,690 $ 1,595,166 $ 596,983 $ 2,428,839

related notes appearing elsewhere in this prospectus.
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UNAUDITED PRO FORMA CONDENSED COMBINED STATEMENT OF OPERATIONS
FOR THE SIX MONTHS ENDED JUNE 30, 2023
(All amounts in thousands, except for share and per share data)

» ®» - .t.ctual Redemptions
ransaction
LCAR LTC A i Pro Forma
(Historical) _ (Historical) ~ Adjustments Note _Combined
Revenues: $ $ $ $
Sales of goods — 124,854 — 124,854
Service revenues — 5,181 — 5,181
Total Revenues — 130,035 — 130,035
Cost of revenues:
Cost of goods sold — (119,557) — (119,557)
Cost of services = (4,351) = (4,351)
Total cost of revenues — (123,908) — (123,908)
Gross profit — 6,127 — 6,127
Operating expenses:
General and administrative expenses (3,511) (80,417) (15,435) (DD) (109,580)
(10,217) (EE)
Selling and marketing expenses — (118,236) — (118,236)
Research and development expenses — (152,548) — (152,548)
Government grants = 662 = 662
Total operating expenses (3,511) (350,539) (25,652) (379,702)
Loss from Operations (3,511) (344,412) (25,652) (373,575)
Other income (expenses)
Interest expenses — (3,470) — (3,470)
Interest income — 5,848 — 5,848
Investment income, net — 2,770 — 2,770
Share of results of equity method investments — (626) — (626)
Interest earned on marketable securities held in Trust Account 5,550 — 6,922 (FF) 498
(11,973) (CC)
Foreign currency exchange losses, net — (3,619) — (3,619)
Changes in fair values of mandatorily redeemable noncontrolling interest, bridge
notes and convertible notes. — (12,758) 3,144 (AA) (9,478)
136 (AA)
Changes in fair values of put option liabilities 3,307 3,307
Change in deferred underwriter fees 87 87
Change in fair value of warrant liability (3,644) — — (3,644)
Total other income (expenses) 1,993 (8,548) (1,771) (8,326)
Income (Loss) before income taxes (1,518) (352,960) (27,424) (381,902)
Income tax benefit (expense) — 18 — 18
Net Income (Loss) $  (1,518) §  (352,942) $  (27.424) $  (381,884)
Less: net loss attributable to noncontrolling interests = (5,779) — (5,779)
Net Income (loss) available to ordinary shareholders $ (1,518) $ (347,163) $ (27,424) $  (376,105)
Weighted average shares outstanding, Class A ordinary shares 24,363,584 (24,363,584) (BB) =
Basic and diluted net income (loss) per share, Class A ordinary shares $ (0.05) $ —
Average shares outstanding, Class B ordinary shares 7,162,718 669,573,096 (BB) 676,735,814
Basic and diluted net income (loss) per share, Class B ordinary shares $ (0.56)

Basic and diluted weighted average of ordinary shares outstanding

Basic and diluted income ( loss) per share per common stock

(1) Derived from the statement of operations of LCAA for the six months ended June 30, 2023.

(2) Derived from the statement of operations of LTC for the six months ended June 30, 2023. See LTC’s financial statements and the
related notes appearing elsewhere in this prospectus.
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UNAUDITED PRO FORMA CONDENSED COMBINED STATEMENT OF OPERATIONS

FOR THE YEAR ENDED DECEMBER 31, 2022
(All amounts in thousands, except for share and per share data)

W ® Actual Redemptions
LCAA LTC "l;ransact.w:l Pro Forma
(Historical) (Historical) Adj Note  Combined

Revenues: $ $ $ $

Sales of goods 1,186 — 1,186

Service revenues = 8,371 — 8371
Total Revenues 9,557 — 9,557
Cost of revenues:

Cost of goods sold (948) — (948)

Cost of services (6,302) — (6,302)
Total cost of revenues (7,250) — (7,250)
Gross profit — 2,307 — 2,307
Operating expenses:

General and administrative expenses (4,571) (148,369) (15,551) (DD) (178,632)

(10,141) (EE)

Selling and marketing expenses — (151,331) — (151,331)

Research and development expenses (445,844) — (445,844)

Government grants 55,824 = 55,824
Total operating expenses (4,571) (689,720) (25,692) (719,983)
Loss from Operations (4,571) (687,413) (25,692) (717,676)
Other income (expenses)

Interest expenses (8,542) — (8,542)

Interest income 12,188 — 12,188

Investment loss, net — (3,246) — (3,246)

Share of results of equity method investments — (2,762) — (2,762)

Interest earned on marketable securities held in Trust Account 4,133 — (3,967) (CC) 165

Foreign currency exchange losses, net (11,505) — (11,505)

Changes in fair values of mandatorily redeemable noncontrolling interest,

bridge notes and convertible notes. — (22,991) 13,162 (AA) (4,264)
5,565 (AA)
Change in fair value of warrant liability 11,278 = = 11,278
Total other income (expenses) 15,411 (36,858) 14,760 (6,688)

Income (Loss) before income taxes 10,840 (724,271) (10,932) (724,364)
Income tax expense — (292) — (292)
Net Income (Loss) $ 10,840 § (724,563) $ (10,932) $  (724,656)
Less: net loss attributable to noncontrolling interests (642) — (642)
Net Income (loss) available to ordinary shareholders $ 10,840 § (723,921) $ (10,932) $  (724,014)
Weighted average shares outstanding, Class A ordinary shares 28,650,874 (21,783,622) (BB) —
Basic and diluted net income per share, Class A ordinary shares $ 0.30 3 —
Average shares outstanding, Class B ordinary shares 7,162,718 669,573,096 (BB) _676,735,814
Basic and diluted net income (loss) per share, Class B ordinary shares $ 0.30 $ (1.07)
Basic and diluted weighted average of ordinary shares outstanding 2,148,265,510
Basic and diluted income ( loss) per share per common stock $ (0.34)

1)

the related notes appearing elsewhere in this prospectus.

)

related notes appearing elsewhere in this prospectus.
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NOTES TO UNAUDITED PRO FORMA
CONDENSED COMBINED FINANCIAL INFORMATION
(In thousands, except share and per share data, or otherwise noted)

Note 1 — Basic of Presentation

The Business Combination will be accounted for as a reverse recapitalization, with no goodwill or other
intangible assets recorded, in accordance with U.S. GAAP. Under this method of accounting, LCAA will be treated
as the “accounting acquiree” and LTC as the “accounting acquirer” for financial reporting purposes. Accordingly,
for accounting purposes, the Business Combination will be treated as the equivalent of LTC issuing shares for the
net assets of LCAA, accompanied by a recapitalization. The net assets of LCAA will be stated at historical cost,
with no goodwill or other intangible assets recorded.

The unaudited pro forma condensed combined balance sheet as of June 30, 2023 gives pro forma effect to the
Business Combination as if it had been consummated on June 30, 2023. The unaudited pro forma condensed
combined statements of operations for the six months ended June 30, 2023 and for the year ended December 31,
2022 give pro forma effect to the Business Combination as if it had been consummated on January 1, 2022, the
beginning of the earliest period presented in the unaudited pro forma condensed combined statements of operations.

The unaudited pro forma condensed combined balance sheet as of June 30, 2023 has been prepared using and
should be read in conjunction with LCAA’s and LTC’s balance sheets as of June 30, 2023 and the related notes.

The unaudited pro forma condensed combined statement of operations for the six months ended June 30, 2023
and for the year ended December 31, 2022 has been prepared using and should be read in conjunction with LCAA’s
and LTC’s statement of operations for the six months ended June 30, 2023 and for the year ended December 31,
2022 and the related notes.

Management has made significant estimates and assumptions in its determination of the pro forma adjustments.
As the unaudited pro forma condensed combined financial information has been prepared based on these
preliminary estimates and assumptions, the final amounts recorded may differ materially from the information
presented.

The unaudited pro forma adjustments reflecting the consummation of the Business Combination are based on
information available as of the date of this prospectus and certain assumptions and methodologies that management
believes are reasonable under the circumstances. The unaudited condensed pro forma adjustments, which are
described in the accompanying notes, may be revised as additional information becomes available and is evaluated.
Therefore, the actual adjustments may materially differ from the pro forma adjustments. Management considers this
basis of presentation to be reasonable under the circumstances.

The unaudited pro forma condensed combined financial information is not necessarily indicative of what the
actual results of operations and financial position would have been had the Business Combination taken place on the
dates indicated, nor are they indicative of the future consolidated results of operations or financial position of the
post-combination company. They should be read in conjunction with the historical financial statements and notes
thereto of LCAA and LTC.

The Business Combination will be accounted for in a manner similar to a reverse recapitalization, with no
goodwill or other intangible assets recorded, in accordance with accounting principles generally accepted in the
United States of American (“US GAAP”).

The unaudited pro forma condensed combined financial information does not give effect to any anticipated
synergies, operating efficiencies, tax savings or cost savings that may be associated with the Business Combination.

The pro forma adjustments reflecting the consummation of the Business Combination are based on certain
currently available information and certain assumptions and methodologies that LCAA and LTC believe are
reasonable under the circumstances. The unaudited condensed pro forma adjustments, which are described in the
accompanying notes, may be revised as additional information becomes available and is
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evaluated. Therefore, it is likely that the actual adjustments will differ from the pro forma adjustments, and it is
possible the difference may be material. The management of LCAA and LTC believe that their assumptions and
methodologies provide a reasonable basis for presenting all of the significant effects of the Business Combination
based on information available to the management at this time and that the pro forma adjustments give appropriate
effect to those assumptions and are properly applied in the unaudited pro forma condensed combined financial
information.

Note 2 — Accounting Policies

Upon consummation of the Business Combination, the management of LCAA and LTC will perform a
comprehensive review of the two entities’ accounting policies. As a result of the review, the management may
identify differences between the accounting policies of the two entities which, when conformed, could have a
material impact on the financial statements of the post-combination company. Based on its initial analysis, the
management did not identify any differences that would have a material impact on the unaudited pro forma
condensed combined financial information. As a result, the unaudited pro forma condensed combined financial
information does not assume any differences in accounting policies.

Note 3 — Adjustments to Unaudited Pro Forma Condensed Combined Financial Information

The unaudited pro forma condensed combined financial information has been prepared to illustrate the effect
of the Business Combination and has been prepared for informational purposes only.

The following unaudited pro forma condensed combined financial information has been prepared in
accordance with Article 11 of Regulation S-X as amended by the final rule, Release No. 33-10786 “Amendments to
Financial Disclosures about Acquired and Disposed Businesses.” Release No. 33-10786 replaces the existing
pro forma adjustment criteria with simplified requirements to depict the accounting for the transaction (“ZTransaction
Accounting Adjustments”’) and present the reasonably estimable synergies and other transaction effects that have
occurred or are reasonably expected to occur (“Management’s Adjustments”). Both LCAA and LTC have elected
not to present Management’s Adjustments and will only be presenting Transaction Accounting Adjustments in the
following unaudited pro forma condensed combined financial information.

LCAA and LTC have not had any historical relationship prior to the Business Combination. Accordingly, no
transaction accounting adjustments were required to eliminate activities between the companies.

Tr ion Acc ing Adji to Unaudited Pro Forma Condensed Combined Balance Sheet

S

The transaction accounting adjustments included in the unaudited pro forma condensed combined balance sheet
as of June 30, 2023 are as follows:

(a) Reflects US$2,310 non-interest-bearing loans from the Sponsor and deposited into the trust account to
extend the liquidation date to February 15, 2024. This loan will become due and payable upon the
consummation of the Business Combination.

(b) Reflects the interest income earned subsequent to June 30, 2023.

(A) Reflects (a) 35,849,458 LTC Ordinary Shares that will be issued to the PIPE Investors pursuant to
the PIPE Subscription Agreements, and (b) 2,433,912 LTC Ordinary Shares underlying the Notes to
be issued to the CB Investors pursuant to the Convertible Note Purchase Agreements, which Notes
will be automatically converted into fully paid and non-assessable LTC Ordinary Shares, if the
Business Combination completes prior to the Maturity Date, at a conversion price equal to the lesser
of (A) US$10.00, and (B) the lowest per share price at which any LTC Ordinary Shares are issued in
connection with PIPE investments, if any. For purposes of the pro forma financial statements, it is
assumed that the conversion price is US$10.00 per share. As of June 30, 2023, the convertible notes
of US$11,000 have been issued, and the refundable deposits in connection with the issuance of PIPEs
and convertible notes of US$10,507 have been received. The investment amount in excess of the par
value of ordinary shares will be recorded as additional paid-in capital.
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Reflects the reclassification of US$236,566 held in LCAA’s Trust Account as cash.

Under actual redemption by LCAA’s Public Shareholders, 20,518,519 shares are redeemed thereby
reduced proceeds that become available at the closing of the transaction by US$222,827.

Reflects the settlement of US$7,957 deferred underwriting commissions that has been waived by CS.

Reflects the elimination of the historical accumulated deficit of LCAA, the accounting acquiree, into
LTC’s additional paid-in capital upon the consummation of the Business Combination.

Reflects the settlement of approximately US$14,272 of total LCAA’s estimated transaction costs
related to the Business Combination, of which, 1) approximately US$4,055 of transaction costs
accrued as of the date of the unaudited pro forma condensed combined balance sheet and 2)
approximately US$10,217 of transaction costs classify as an adjustment to accumulated deficit.

Reflects the settlement of approximately US$40,943 of total LTC’s estimated transaction costs
related to the Business Combination, of which, 1) approximately US$6,092 was accounted as
expenses, of which US$4,018 was paid as of June 30, 2023 and the remaining outstanding balance of
US$2,074 was accrued as of the date of unaudited pro forma condensed combined balance sheet and
2) the total US$34,851 transaction costs will be subsequently reclassified to additional paid-in capital
at the time of the consummation of the Business Combination.

Reflects the aggregate of 36,597,038 LTC Ordinary Shares to be issued to WFOE Exchangeable
Notes Holder at US$10.00 per share following the settlement of the current LTC exchangeable notes
with fair value of US$346,115 thousand and subsequent issued additional notes with value of
US$22,297 thousand.

Reflects the settlement of approximately US$6,969 LCAA related party promissory note that
become due and payable upon the consummation of the Business Combination.

Reflects the conversion LTC Series Pre-A Preferred shares and Series A Preferred shares into LTC
ordinary shares immediately prior to the Effective Time of LTC through the issuance of 68,228,526
shares of LTC ordinary shares, after considering the impact of the recapitalization, with US$0.00001
par value to LTC’s shareholders.

Reflects the reclassification of Class A ordinary shares subject to possible redemption to permanent
equity at US$0.00001 par value. Under actual redemption, 20,518,519 Class A ordinary shares are
redeemed for aggregate redemption payment of US$222,827.

Represent US$2,290 of fair value for LTC ordinary shares granted to employees of a company under
common control that will vest upon the closing of the Business Combination. The Company
recognizes the value of these options as dividends to the shareholder.

Represent US$15,435 of share-based compensation associated with LTC’s options granted to
employees and non-employee service providers to purchase LTC ordinary shares that will vest upon
the consummation of the Business Combination.

Representing the Momenta Note in the principal amount of US$11,297 issued by LTC on May 30,
2023.The Momenta Note will be automatically converted into fully paid and non-assessable LTC
Ordinary Shares upon the Closing, if the Closing occurs on or prior to the Maturity Date, at a
conversion price equal to US$10.00. In addition, each of LTC and Momenta has a voluntary
redemption right to partially redeem US$5,648 of the Momenta Note at any time during the period
beginning from July 1, 2023 and ending on the date on which the Momenta Note has been fully
converted into LTC Ordinary Shares. On November 11, 2023, LTC exercised such voluntary
redemption right and subsequently made a payment of the Partial Redemption Price to Momenta.
LTC issued to Momenta a new convertible note for the remaining balance of US$5,648.

Represent the PIPE investment of US$500,000 from Meritz Securities Co., Ltd. (“Meritz
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PIPE”), which will be made in cash and directly deposited in a collateral account and will be invested
in the treasury securities in connection with put option price of 12.5% IRR upon the certain put
option events. The cash of US$500,000 will be classified as marketable securities held in collateral
account, with US$175,000 classified in current assets and US$325,000 classified in non-current
assets based upon expected terms of the collaterals. The put option will be classified as liabilities
under ASC 480 and will be measured at fair value initially and subsequently. The PIPE shares and
Call option 1&2&3 will be accounted in permanent equity based upon the allocation of remaining net
proceeds after deducting the fair value of the put option between the call options (to be recognized in
APIC) and the ordinary shares issued on a relative fair value basis under ASC 815-40.

LCAA Warrants were exchanged into LTC Warrants that contained terms that were identical to the former
LCAA Warrants. These warrants contain elements that preclude the instruments from equity classification.
Accordingly, the fair value of the warrants is based on terms and assumptions similar to the previously issued LCAA
Warrants as there are no material differences in the terms of the warrants.

LCAA established the initial fair value of the Public Warrants and Private Warrants on March 15, 2021, the
date of LCAA’s Initial Public Offering, using a Monte Carlo simulation model. As of June 30, 2023 and
December 31, 2022, the fair value for the Private Warrants was estimated using a Monte Carlo simulation model,
and the fair value of the Public Warrants by reference to the quoted market price. The Public Warrants and Private
Warrants were classified as Level 3 at the initial measurement date, and the Private Warrants were classified as
Level 3 as of June 30, 2023 and December 31, 2022 due to the use of unobservable inputs. In the period ending
September 30, 2021, the Public Warrants were reclassified from a Level 3 to a Level 1 classification due to use of
the observed trading price of the separated Public Warrants. Transfers between levels are recorded at the end of each
reporting period. There were no transfers between levels during the periods ended June 30, 2023 and December 31,
2022. The following table provides quantitative information regarding Level 3 fair value measurements as of
June 30, 2023 and December 31,2022:

June 30, 2023 December 31, 2022

Risk-free interest rate 4.02% 3.91%
Dividend rate 0.0% 0.0%
Expected term (years) 535 5.21
Expected volatility 4.00% 3.6%
Share price — asset price $10.46 US$10.10
Exercise price $11.50 $11.50
Transaction Acc ing Adji to Unaudited Pro Forma Cond d Combined Si of Operations

The transaction accounting adjustments included in the unaudited pro forma condensed combined statement of
operations for the six months ended June 30, 2023 and for the year ended December 31, 2022 are as follows:

(AA) Reflects adjustments to eliminate the Changes in fair value of exchangeable notes and convertible notes.
The exchangeable notes with fair value of US$346,115 and convertible notes with fair value of
US$22,415 will be fully converted to LTC ordinary shares substantially concurrently with the Business
Combination.

(BB) The calculation of weighted average shares outstanding for basic and diluted net loss per share assumes
that the Business Combination as if it had been consummated on January 1, 2022. In addition, as the
Business Combination is being reflected as if it had occurred on this date, the calculation of weighted
average shares outstanding for basic and diluted net loss per share assumes that the shares have been
outstanding for the entire period presented. Additionally, the weighted average shares outstanding
excludes the additional consideration shares as these shares were not outstanding at the time of the
consummation of the Business Combination.

(CC) Reflects an adjustment to eliminate interest income earned from marketable securities held in trust
account under the scenario of maximum redemptions.
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(DD) Reflects the share-based compensation expenses related to the options to purchase LTC Ordinary
Shares granted to LTC employees and non-employees service providers that will vest upon the
consummation of the Business Combination.

(EE) Reflects LCAA’s transaction costs to be incurred subsequent to June 30,2023. Those costs are not
expected to recur beyond 12 months.

(FF) Reflects the interest earned on Marketable securities held in Trust Account subsequent to June 30, 2023.

Note 4 — Earnings (Loss) per Share

Represents the earnings (loss) per share calculated using the historical weighted average shares outstanding,
and the change in number of shares in connection with the Business Combination, assuming the shares were
outstanding since the beginning of the earliest period presented in the unaudited pro forma condensed combined
statements of operations. As the Business Combination and related transactions are being reflected as if they had
occurred at the beginning of the period presented, the calculation of weighted average shares outstanding for basic
and diluted earnings/(loss) per share assumes that the shares issuable relating to the Business Combination have
been outstanding for the entire period presented.

The unaudited pro forma condensed combined has been prepared using the actual redemption of the ordinary
shares for the year ended December 31, 2022 and the six months ended June 30, 2023:

For the Year For the Six
Ended Months Ended
December 31, June 30,
2022 2023
Pro forma net loss attributable to ordinary shareholders $ (724,014) $ (376,105)
Weighted average shares outstanding — basic and diluted 675,318,271 675,318,271
Pro forma loss per share —basic and diluted $ 1.07) $ (0.56)
Weighted average shares calculation, basic and diluted
Ordinary Shares
LCAA public shares 1,265,103 1,265,103
LCAA private shares®) 5,745,175 5,745,175
Holder of exchangeable notes 36,597,038 36,597,038
Merger financing Investors 38,283,370 38,283,370
Existing LTC Shareholders® 542,850,129 542,850,129
Meritz 50,000,000 50,000,000
Momenta Note 577,456 577,456
Total weighted average shares outstanding 675,318,271 675,318,271

(A) Excluding 1,417,543 shares issued to the Sponsor that are subject to earn-out provisions as described elsewhere in the prospectus.

(B) The pro forma diluted shares excludes LTC Ordinary Shares issuable upon the exercise of LTC Options Because the impact would
be antidilutive if they included.

For the purposes of applying the if-converted method for calculating diluted loss per share, it was assumed that
as of the consummation of the Transactions, each LCAA Warrant that was outstanding shall be converted into the
right to receive a warrant exercisable to purchase LTC Ordinary Shares. However, since the impact of these in the
loss per share calculation results in anti-dilutive, the effect of such exchange was not included in calculation of
diluted loss per share.
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CAPITALIZATION AND INDEBTEDNESS

The following table sets forth our cash and cash equivalents and capitalization as of June 30, 2023 on

« a historical basis; and

* on a pro forma basis, as adjusted for the Business Combination and related transactions as if they had been
consummated as of that date. See “Unaudited Pro Forma Condensed Combined Financial Information” for
information regarding the basis for the pro forma calculation, including the assumption and adjustments in

respect thereof.

As we will not receive any proceeds from the sale of Registered Securities sold by the Selling Securityholders, no
further change is disclosed on a pro forma basis to reflect sales of shares pursuant to this prospectus.

The information in this table should be read in conjunction with the financial statements and notes thereto and other
financial information included in this prospectus, any prospectus supplement or incorporated by reference in this

prospectus. Our historical results do not necessarily indicate our expected results for any future periods.

As of June 30, 2023

Actual Pro forma
(USS$ in thousands)

Cash and restricted cash 729,027 1,062,581
Total (deficit) equity (778,451) 666,060
Short-term borrowings — third parties 380,841 380,841
Exchangeable notes — current 346,115 —
Convertible notes — current 22,415 —
Put option liability 6,069 140,713
Convertible notes —non current 77,364 77,364
Exchangeable notes —non current 72,628 72,628
Debt 905,432 671,546
Total capitalization 126,981 1,337,606
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SELECTED HISTORICAL FINANCIAL DATA OF LOTUS TECH

The following tables present our selected consolidated and combined financial data. We prepare our consolidated
and combined financial statements in accordance with U.S. GAAP. The selected consolidated and combined
statements of comprehensive loss data for the six months ended June 30, 2023 and 2022, the selected consolidated
balance sheet data as of June 30, 2023 and the selected consolidated and combined statements of cash flows data for
the six months ended June 30, 2023 and 2022 are derived from our unaudited condensed consolidated and combined
financial statements included elsewhere in this prospectus. The selected consolidated and combined statements of
comprehensive loss data for the years ended December 31, 2022 and 2021, the selected consolidated and combined
balance sheets data as of December 31, 2022 and 2021, and the selected consolidated and combined statements of
cash flows data for the years ended December 31, 2022 and 2021 have been derived from our audited consolidated
and combined financial statements for the years ended December 31, 2022 and 2021, which are included elsewhere
in this prospectus. Our historical results for any prior period are not necessarily indicative of results expected in any
future period.

The financial data set forth below should be read in conjunction with, and is qualified by reference to
“Management’s Discussion and Analysis of Financial Condition and Results of Operation” and the consolidated and
combined financial statements and notes thereto included elsewhere in this prospectus.

Selected C lidated and Combined Statements of Comprehensive Loss Data

For the Six Months Ended June 30, For the Year Ended December 31,
2023 2022 2022 2021
US$ %o US$ % US$ %o US$ %
(in th ds, except per )

Revenues
Sales of goods 124,854 96.0 549 22.7 1,186 12.4 369 10.0
Service revenues 5,181 4.0 1,870 713 8,371 87.6 3,318 90.0
Total revenues 130,035 100.0 2,419 100.0 9,557 100.0 3,687 100.0
Cost of revenues
Cost of goods sold (119,557)  (91.9) (466) (19.3) (948) 9.9 331 9.0)
Cost of services (4,351) (3.3) (1,342) (55.5) (6,302) (65.9) (2,799) (75.9)
Total cost of revenues (123,908)  (95.3) (1,808) (74.7) (7,250) (75.9) (3,130) (84.9)
Gross profit 6,127 4.7 611 253 2,307 24.1 557 15.1
Operating expenses
Research and development

expenses (152,548) (117.3) (126,881) (5,245.2) (445,844) (4,665.1) (511,364) (13,869.4)
Selling and marketing expenses (118,236)  (90.9)  (45,153) (1,866.6) (151,331) (1,583.5)  (38,066)  (1,032.4)
General and administrative

expenses (80,417)  (61.8)  (70,113) (2,898.4) (148,369) (1,552.5)  (54,763)  (1,485.3)
Government grants 662 0.5 57,194 2,364.4 55,824 584.1 490,694 13,308.8
Total operating expenses (350,539) (269.6) (184,953) (7,645.8) (689,720) (7,216.9) (113,499) (3,078.3)
Operating loss (344,412)  (264.9) (184,342) (7,620.6) (687,413) (7,192.8) (112,942)  (3,063.2)
Interest expenses (3.470) 2.7 (5,507) (227.7) (8,542) (89.4) (3,615) (98.0)
Interest income 5,848 4.5 5,948 2459 12,188 127.5 6,219 168.7
Investment income (loss), net 2,770 2.1 (2,653) (109.7) (3,246) (34.0) 2,229 60.5
Share of results of equity method

investments (626) (0.5) (115) (4.8) (2,762) (28.9) — —
Foreign currency exchange (losses)

gains, net (3,619) (2.8) (6,270) (259.2)  (11,505) (120.4) 798 21.6
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For the Six Months Ended June 30,

For the Year Ended December 31,

2023 2022 2022 2021
US$ % US$ Y% US$ % US$ %
(in th ds, except per )
Changes in fair values of
mandatorily redeemable
noncontrolling interest,
exchangeable notes and
convertible notes, excluding
impact of instrument-specific
credit risk. (12,758) (9.8)  (13,249)  (547.7)  (22.991)  (240.6) (1,367) (37.2)
Changes in fair values of put option
liabilities 3,307 2.5 — — — — — —
Loss before income taxes (352,960) (271.4) (206,188) (8,523.7) (724,271) (7,578.4) (108,678) (2,947.6)
Income tax benefit (expense) 18 0.0 (104) 4.3) (292) 3.1 (1,853) (50.3)
Net loss (352,942) (271.4) (206,292) (8,528.0) (724,563) (7,581.5) (110,531) (2,997.9)
Selected C lidated and Combined Balance Sheets Data
As of June 30, As of December 31,
2023 2022 2021
US$
(in thousands)
Total current assets 907,390 823,463 1,025,573
Total non-current assets 687,776 548,489 291,738
Total assets 1,595,166 1,371,952 1,317,311
Total current liabilities 1,456,501 932,879 731,734
Total non-current liabilities 548,449 523,679 390,256
Total liabilities 2,004,950 1,456,558 1,121,990
Selected C lidated and Combined Statements of Cash Flows Data
For the For the
Six Months Ended June 30, Year Ended December 31,
2023 2022 2022 2021
US$ US$ US$ US$
(in thousands)
Net cash used in operating activities (303,700)  (132,736) (351,419) (126,505)
Net cash (used in) provided by investing activities (103,733) (116,865) (149,414) 244,476
Net cash provided by financing activities 415,283 353,992 758,131 364,853
Effect of exchange rate changes on cash and restricted cash (18,356) (27,068) (49,217) 2,943
Net (decrease) increase in cash and restricted cash (10,506) 77,323 208,081 485,767
Cash and restricted cash at the beginning of the
period/year 739,533 531,452 531,452 45,685
Cash and restricted cash at the end of the period/year 729,027 608,775 739,533 531,452

The following tables present our condensed consolidating schedule depicting the consolidated and combined
statements of comprehensive loss for the six months ended June 30, 2023 and for the fiscal years ended
December 31, 2022 and 2021 of LTC, the WFOE, the former VIE, other subsidiaries, and corresponding eliminating

adjustments separately.
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Six Months Ended June 30, 2023

The former
VIE
and its Other Elimination
LTC WFOE bsidiaries bsidiaries adj C lid
Uss
(in thousands)

Revenues — 106,569 — 131,968 (108,502)" 130,035
Cost of revenues — (13,617) —  (125,754) 15,4630 (123,908)
Gross profit — 92,952 — 6,214 (93,039) 6,127
Total operating expenses (1,961) (48,959) (15,396) (377,262) 93,039 (350,539)
Operating (loss) income (1,961) 43,993 (15,396) (371,048) — (344,412)
Interest expenses —  (1,290) (30) (6,472) 4,322 (3,470)
Interest income 4,501 3,470 551 1,648 (4,322)® 5,848
Investment (loss) income, net (1,084) — (1,010) 4,864 — 2,770
Share of results of equity method investments — 1) — (625) — (626)
Foreign currency exchange gains (losses), net (3,072) (25) 1 (523) — (3,619)
Changes in fair values of mandatorily

redeemable noncontrolling interest,

exchangeable notes and convertible notes,

excluding impact of instrument-specific credit

risk (137) (3,144)  (1,497) (7,980) — (12,758)
Changes in fair values of put options liabilities 3,307 — — — — 3,307
(Loss)/gain on the Restructuring — —  (56,752) 56,752 —0 —
Share of losses from consolidated

entities (348,717) — — — 348,717% —
(Loss) income before income taxes (347,163) 43,003  (74,133)  (323,384) 348,717 (352,960)
Income tax benefit (expense) — — “4) 22 — 18
Net (loss) income (347,163) 43,003  (74,137)  (323,362) 348,717 (352,942)
Less: Net loss attributable to noncontrolling

interests — — (2,401) (3,378) — (5,779)
Net (loss) income attributable to ordinary

shareholders (347,163) 43,003  (71,736)  (319,984) 348,717 (347,163)
Net (loss) income (347,163) 43,003  (74,137)  (323,362) 348,717 (352,942)
Fair value changes of mandatorily redeemable

noncontrolling interest, exchangeable notes and

convertible notes due to instrument-specific

credit risk, net of nil income taxes (1,559) (651) — (908) 1,5599 (1,559)
Foreign currency translation adjustment, net of nil

income taxes 34,373 5,346 1,173 22,013 (28,342)® 34,563
Total other comprehensive income 32,814 4,695 1,173 21,105 (26,783) 33,004
Less: Total comprehensive loss attributable to

noncontrolling interests — — (2,297) (3,292) — (5,589)
Total comprehensive (loss) income attributable

to ordinary shareholders (314,349) 47,698  (70,667)  (298,965) 321,934 (314,349)
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Revenues

Cost of revenues

Gross profit

Total operating expenses

Operating loss

Interest expenses

Interest income

Investment income (loss), net

Share of results of equity method
nvestments

Foreign currency exchange gains (losses),
net

Changes in fair values of mandatorily
redeemable noncontrolling interest,
exchangeable notes and convertible notes,
excluding impact of instrument-specific
credit risk

Share of losses from consolidated entities

Loss before income taxes

Income tax expense

Net loss

Less: Net loss attributable to noncontrolling
interests

Net loss attributable to ordinary
shareholders

Net loss

Fair value changes of mandatorily
redeemable noncontrolling interest,
exchangeable notes and convertible notes
due to instrument-specific credit risk, net
of nil income taxes

Foreign currency translation adjustment, net
of nil income taxes

Total other comprehensive income (loss)

Less: Total comprehensive loss attributable
to noncontrolling interests

Total comprehensive loss attributable to
ordinary shareholders

Year Ended December 31, 2022

The former
VIE
and its Other Elimination
LTC WFOE bsidiaries bsidiaries adj lidated
US$
(in thousands)

— 44517 — 13,876 (48,8360 9,557

—  (24,645) —  (11,010) 28,405  (7,250)

— 19,872 — 2,866  (20,431) 2,307
(11,127) (131,238)  (42,609) (525,177) 20,4317 (689,720)
(11,127) (111,366) (42,609) (522,311) —  (687,413)
—  (8,135) — (730) 323 (8,542)
2,839 6,977 1,006 1,689 (323)® 12,188
(4,242) — 996 — — (3,246)
— — (182D (941) — (2,762)
(13,068)  (511) (101) 2,175 —  (11,505)
— (13,162)  (9.829) — —  (22.991)
(698,323) — — —  698,323% —
(723,921) (126,197) (52,358) (520,118) 698,323  (724,271)
— — (73) (219) — (292)
(723,921) (126,197) (52,431) (520,337) 698,323  (724,563)
— — (642) — — (642)
(723,921) (126,197) (51,789) (520,337) 698,323  (723,921)
(723,921) (126,197) (52,431) (520,337) 698,323  (724,563)
(893) (33) (860) — 893® (893)
18,669  (1,668) (943) 2,221 3909 18,669
17,776 ~ (1,701)  (1,803) 2,221 1,283 17,776
— — (642) — — (642)
(706,145) (127,898) (53,592) (518,116) 699,606  (706,145)
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Year Ended December 31, 2021

The former
VIE
and its Other Elimination
LTC WFOE _ subsidiaries _Subsidiaries _adj lidated
US$
(in thousands)

Revenues — 15,720 — 4,623 (16,656)) 3,687
Cost of revenues —  (14,739) — (4,221) 15,8300 (3,130)
Gross profit — 981 — 402 (826) 557
Total operating expenses (263) (56,892)  (7,914) (49,256) 8260 (113,499)
Operating loss (263) (55,911) (7,914) (48,854) — (112,942)
Interest expenses — (3,391 — (224) — (3,615)
Interest income — 4,497 330 1,392 — 6,219
Investment income — 2,229 — — — 2,229
Foreign currency exchange gains

(losses), net 2,124 (1,328) — 2 — 798
Changes in fair values of mandatorily

redeemable noncontrolling interest,

exchangeable notes and convertible

notes, excluding impact of

instrument-specific credit risk. —  (1,065) (302) — — (1,367)
Share of losses of combined

entities (112,392) — — — 112,392® —
Loss before income taxes (110,531) (54,969)  (7,886) (47,684) 112,392 (108,678)

Income tax expense — — (851) (1,002) — (1,853)
Net loss (110,531) (54,969)  (8,737) (48,686) 112,392 (110,531)
Fair value changes of mandatorily

redeemable noncontrolling

interest, exchangeable notes and

convertible notes due to

instrument-specific credit risk, net

of nil income taxes 119 132 (13) — (119)® 119
Foreign currency translation

adjustment, net of nil income taxes (843) 1,090 833 (1,579) (344)® (843)
Total other comprehensive income

(loss) (724) 1,222 820 1,579) (463) (724)
Total comprehensive loss (111,255) (53,747) (7,917) (50,265) 111,929 (111,255)
Notes:

(1) Represents the elimination of the intercompany transactions and service charges at the consolidation level.

(2) Represents the elimination of interest expenses and interest income on intercompany loans at the consolidation level.

(3) Represents the elimination on share of comprehensive loss that the LTC picked up from its consolidated and combined entities.
The following tables present our condensed consolidating schedule depicting the consolidated and combined

balance sheets as of June 30, 2023 and December 31, 2022 and 2021 of LTC, the WFOE, the former VIE, other
subsidiaries, and corresponding eliminating adjustments separately.
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As of June 30, 2023

The former
VIE
and its Other Elimination
LTC WFOE subsidiaries  Subsidiaries adjustments Consolidated
US$
(in thousands)

ASSETS
Current assets
Cash 74,415 216,316 — 257,555 — 548,286
Restricted cash — 284 — 179,765 — 180,049
Accounts receivable —related

parties, net — 760 — 12,815 — 13,575
Inventories — — — 125,634 — 125,634
Prepayments and other current

assets — third parties, net — 1,034 — 24,901 — 25,935
Prepayments and other current

assets — related parties, net — 126 — 13,785 — 13,911
Amounts due from

intercompanies 206,359 289,237 — 88,516 (584,112) —
Total current assets 280,774 507,757 — 702,971 (584,112) 907,390
Non-current assets
Restricted cash — — — 692 — 692
Investment securities — related

parties 7,326 — — — — 7,326
Property, equipment and software,

net — 96,021 — 198,550 — 294,571
Intangible assets — 40 — 116,312 — 116,352
Operating lease right-of-use

assets — 78,960 — 83,709 — 162,669
Other non-current assets — third

parties — 8,817 — 94,807 — 103,624
Other non-current assets — related

parties — — — 2,542 — 2,542
Investments in consolidated

entities — 2104807 — 136,274 (408,711)@ —
Total non-current assets 7,326 456,275 — 632,886 (408,711) 687,776
Total assets 288,100 964,032 — 1,335,857 (992,823) 1,595,166
LIABILITIES, MEZZANINE

EQUITY AND

SHAREHOLDERS’ EQUITY
Current liabilities
Short-term borrowings — third

parties — 146,067 — 234,774 — 380,841
Accounts payable — third parties — — — 3,549 — 3,549
Accounts payable —related

parties — — — 152,725 — 152,725
Contract liabilities — third

parties — — — 29,875 — 29,875
Operating lease liabilities — third

parties — 5,278 — 11,744 — 17,022
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As of June 30, 2023

The former
VIE
and its Other Elimination
LTC WFOE subsidiaries Subsidiaries adjustments Consolidated
US$

(in thousands)

Accrued expenses and other current
liabilities — third

parties 1,320 55,683 — 218,566 — 275,569
Accrued expenses and other current

liabilities — related parties — 6,077 — 222313 — 228,390
Exchangeable notes — 346,115 — — — 346,115
Convertible notes 22,415 — — — — 22,415
Amounts due to intercompanies — 92,819 — 491,293 (584,112)M —
Total current liabilities 23,735 652,039 — 1,364,839 (584,112) 1,456,501
Non-current liabilities
Contract liabilities — third

parties — — — 3,592 — 3,592
Operating lease liabilities — third

parties — 42,378 — 49,751 — 92,129
Exchangeable notes — — — 72,628 — 72,628
Convertible notes — — — 77,364 — 77,364
Put option liabilities 6,069 — — — — 6,069
Deferred tax liabilities — — — 373 — 373
Deferred income — 262,948 — — — 262,948
Other non-current liabilities — third

parties — — — 31,636 — 31,636
Other non-current liabilities —

related parties — 174 — 1,536 — 1,710
Share of losses in excess of

investments in consolidated

entities 661,849 — — —  (661,849)@ —
Total non-current liabilities 667,918 305,500 — 236,880 (661,849) 548,449
Total liabilities 691,653 957,539 — 1,601,719 (1,245,961) 2,004,950
Total mezzanine equity 368,667 — — — — 368,667
SHAREHOLDERS’ DEFICIT
Ordinary shares 21 104,898 — 251,376 (356,274)® 21
Additional paid-in capital 371,173 36,447 — 498,824 (535,271)@ 371,173
Accumulated other comprehensive

income 50,521 4,204 — 22,845 (27,049)@ 50,521
Accumulated deficit (1,193,935) (139,056) — (1,032,676)  1,171,732? (1,193,935)
Total shareholders’ deficit

attributable to ordinary

shareholders (772,220) 6,493 — (259,631) 253,138 (772,220)
Noncontrolling interests — — — (6,231) — (6,231)
Total shareholders’ deficit (772,220) 6,493 — (265,862) 253,138 (778,451)
Total liabilities, mezzanine equity

and shareholders’ deficit 288,100 964,032 — 1,335,857 (992,823) 1,595,166
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As of December 31, 2022

The former
VIE
and its Other Elimination
LTC WFOE  subsidiaries Subsidiaries adjustments Consolidated
Uss
(in thousands)

ASSETS
Current assets
Cash 353,107 148,949 156,571 77,978 — 736,605
Restricted cash — 1,955 — 437 — 2,392
Accounts receivable —related parties, net

of nil allowance for doubtful accounts — 788 — 7,757 — 8,545
Inventories — — 108 22,595 — 22,703
Pregaymems and other current assets —

third parties — 7,598 2,313 34,575 — 44,486
Prepayments and other current assets —

related parties — 69 — 8,663 — 8,732
Amounts due from inter- companies 6,089 112,833 — 5,387 (124,309)" —
Total current assets 359,196 272,192 158,992 157,392 (124,309) 823,463
Non-current assets
Restricted cash — — — 536 — 536
Investment securities —related

parties 8,411 — — — — 8,411
Property, equipment and software,

net — 100,876 14,189 138,406 — 253,471
Intangible assets — 42 — 116,322 — 116,364
Operating lease right-of-use assets — 84972 12,388 61,364 — 158,724
Other non-current assets — 1,484 1,122 8,377 — 10,983
Investments in consolidated entities — 230,015 — 116,385 (346,400)® —
Total non-current assets 8,411 417,389 27,699 441,390 (346,400) 548,489
Total assets 367,607 689,581 186,691 598,782 (470,709) 1,371,952
LIABILITIES

Current Liabilities

Short-term borrowings — third

parties — — — 28,748 — 28,748
Accounts payable — third parties — — — 1,466 — 1,466
Accounts payable —related parties — — — 5,770 — 5,770
Contract liabilities — third parties — — — 7,843 — 7,843
Operating lease liabilities — third

parties — 4,848 716 10,251 — 15,815
Accrued expenses and other current

liabilities — third parties — 65,886 35,254 222,159 — 323,299
Accrued expenses and other current

liabilities — related parties — 8,098 801 174,338 — 183,237
Exchangeable notes — 355,320 — — — 355,320
Mandatorily redeemable noncontrolling

interest — — 11,381 — — 11,381
Amounts due to inter-companies — 2,415 10,551 111,343 (124,309) —
Total current liabilities — 436,567 58,703 561,918 (124,309) 932,879
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As of December 31, 2022

The former
VIE
and its Other Elimination
LTC WFOE subsidiaries Subsidiaries adjustments Consolidated
Uss$

(in thousands)
Non-current liabilities
Operating lease liabilities — third

parties — 46,391 1,662 50,910 — 98,963
Exchangeable notes — — 71,792 — — 71,792
Convertible notes — — 76,770 — — 76,770
Deferred tax liabilities — — — 126 — 126
Deferred income — 258,450 — — — 258,450
Other non-current liabilities — third parties — — — 15,824 — 15,824
Other non-current liabilities — related parties — 170 — 1,584 — 1,754
Share of losses in excess of investments

in consolidated entities 451,571 — — —  (451,571)@

Total non-current liabilities 451,571 305,011 150,224 68,444  (451,571) 523,679

Total liabilities 451,571 741,578 208,927 630,362 (575,880) 1,456,558

Total mezzanine equity 368,409 — — — — 368,409

SHAREHOLDERS’ EQUITY (DEFICIT)

Ordinary shares 21 85,009 155 233,149  (318,313)® 21

Additional paid-in capital 403,103 45,547 39,951 313,752 (399,250)® 403,103

Receivable from shareholders (26,447) — — — — (26,447)
Accumulated other comprehensive income

(loss) 17,707 491) (1,173) 1,930 266)® 17,707
Accumulated deficit (846,757) (182,062) (60,527) (580,411)  823,000% (846,757)
Total shareholders’ deficit attributable to

ordinary shareholders (452,373) (51,997) (21,594) (31,580) 105,171 (452,373)
Noncontrolling interests — — (642) — — (642)
Total shareholders’ deficit (452,373) (51,997) (22,236) (31,580) 105,171  (453,015)
Total liabilities, mezzanine equity and

shareholders’ deficit 367,607 689,581 186,691 598,782  (470,709) 1,371,952
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As of December 31, 2021

The former
VIE
and its Other Elimination
LTC WFOE subsidiaries Subsidiaries adjustments Consolidated
Uss
(in thousands)

ASSETS
Current assets
Cash 81,749 308,350 49,094 92,259 — 531,452
Derivative asset — 2,256 — — — 2,256
Accounts receivable —related parties, net of nil

allowance for doubtful accounts — 471 — 5,409 — 5,880
Inventories — — — 1,983 — 1,983
Prepayments and other current assets — third

parties — 1,555 389 47,431 — 49,375
Prepayments and other current assets — related

parties — — — 434,627 — 434,627
Amounts due from inter-companies — 27,325 — 2,667 (29,992)® —
Total current assets 81,749 339,957 49,483 584,376 (29,992) 1,025,573
Non-current assets
Property, equipment and software, net — 23,787 — 35,410 59,197
Intangible assets — — — 116,121 — 116,121
Operating lease right-of-use assets — 42253 11,995 53,985 — 108,233
Other non-current assets — 401 81 7,705 — 8,187
Investments in combined entities 137,017 111,858 — 116,385 (365,260) —
Total non-current assets 137,017 178,299 12,076 329,606 (365,260) 291,738
Total assets 218,766 518,256 61,559 913,982 (395,252) 1,317,311
LIABILITIES
Current Liabilities
Short-term borrowings — related

parties — — — 11,269 — 11,269
Contract liabilities — third parties — — — 6 — 6
Operating lease liabilities — third

parties — 1,744 242 7,514 — 9,500
Accrued expenses and other current liabilities —

third parties — 35,469 11,304 64,940 — 111,713
Accrued expenses and other current liabilities —

related parties — 4,276 — 438,512 442,788
Exchangeable notes — 126,420 — — — 126,420
Convertible notes 23,445 — — — — 23,445
Mandatorily redeemable noncontrolling interest — — 6,593 — — 6,593
Amounts due to inter-companies — 1,262 12,158 16,572 (29,992)® —
Total current liabilities 23,445 169,171 30,297 538,813 (29,992) 731,734
Non-current liabilities
Contract liabilities — third parties — — — 1,930 — 1,930
Operating lease liabilities — third

parties — 1,986 773 44,879 — 47,638
Deferred tax liabilities — — — 141 — 141
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As of December 31, 2021

The former
VIE
and its Other Elimination
LTC WFOE subsidiaries Subsidiaries adjustments Consolidated
US$
(in thousands)

Deferred income — 282,322 — 57,974 — 340,296
Other non-current liabilities — third parties — — — 251 — 251
Total non-current liabilities — 284,308 773 105,175 — 390,256
Total liabilities 23,445 453,479 31,070 643,988 (29,992) 1,121,990
SHAREHOLDERS’ EQUITY
Ordinary shares 22 85,009 155 111,521 (196,685) 22
Additional paid-in capital 424,414 34,423 38,442 218,838 (291,703)® 424,414
Receivable from shareholders (106,210) — — — — (106,210)
Accumulated other comprehensive income

(loss) (69) 1,210 630 (291) (1,549) (69)
Accumulated deficit (122,836) (55,865)  (8,738) (60,074) 24,6779  (122,836)
Total shareholders’ equity 195,321 64,777 30,489 269,994 (365,260) 195,321
Total liabilities and shareholders’ equity 218,766 518,256 61,559 913,982 (395,252) 1,317,311
Notes:

(1) Represents the elimination of intercompany balances among the LTC, the WFOE, the former VIE and its subsidiaries and other
subsidiaries.

(2) Represents the elimination of investments among the LTC, the WFOE, the former VIE and its subsidiaries and other subsidiaries.
The following tables present our condensed consolidating schedule depicting the consolidated and combined
statements of cash flows for the six months ended June 30, 2023 and for the fiscal years ended December 31, 2022

and 2021 of LTC, the WFOE, the former VIE, other subsidiaries, and corresponding eliminating adjustments
separately.

Six Months Ended June 30, 2023

The former
VIE
and its Other Elimination
LTC WFOE subsidiaries  Subsidiaries adjustments  Consolidated

(in thousands)
Operating activities:
Net cash generated from (used in)
operating activities 4,418  (18,933) (8,281) (280,904) — (303,700)
Investing activities:

Payments for purchases of property,
equipment and software and intangible

assets —  (28,504) — (84,703) — (113,207)
Proceeds from disposal of property,

equipment and software — (347) — 659 — 312
Receipt of government grant related to

assets — 14,533 — — — 14,533
Payments for purchases of short-term

investments — — (38,254) — — (38,254)
Proceeds from sales of short-term

investments — — — 37,428 — 37,428
Proceeds from disposal of a subsidiary, net

of cash disposed — — — 1,379 — 1,379
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Payments for investments in equity
investees

Loans to related parties
Loans to intercompanies

Proceeds from collection of loans from
intercompanies

Cash contribution to consolidated entities

Net cash used in investing activities

Financing activities:

Proceeds from settlement of receivable
from shareholders

Proceeds from issuance of convertible
notes

Receipt of refundable deposits in
connection with the issuance of Private
Investment in Public Equity (“PIPE”)
investments and convertible notes

Payment for redemption of mandatorily
redeemable noncontrolling interest

Payment to a noncontrolling interest in the
liquidation of a subsidiary

Proceeds from bank loans
Repayments for bank loans

Proceeds from loans borrowed from
intercompanies

Repayments for loans borrowed from
intercompanies

Cash contributed by the respective parent
companies

Cash transfer due to the Restructuring

Net cash provided by (used in)
financing activities

Effect of exchange rate changes on cash
and restricted cash

Net (decrease) increase in cash and
restricted cash

Cash and restricted cash at beginning of
the period

Cash and restricted cash at end of the
period

Six Months Ended June 30, 2023

The former
VIE
and its Other Elimination
LTC WFOE bsidiaries bsidiaries dj C lidated
(in thousands)
— ) (146) (4.911) — (5,059)
— — — (865) — (865)
(214,583) (165,541) — (90,444) 470,568 —
11,000 54,668 — — (65,668)“ —
(109,327)  (21,641) — (19,888) 150,856 —
(312,910) (146,834) (38,400)  (161,345) 555,756 (103,733)
7,514 — 18,625 — — 26,139
22,297 — — — — 22,297
1,000 10,000 — — — 11,000
— = = (11,554) = (11,554)
— — (148) — — (148)
— 163,488 — 215,203 — 378,691
—  (11,142) — — — (11,142)
— 90,444 = 380,124 (470,568)" =
— — — (65,668) 65,668 —
— 19,889 = 130,967 (150,856) =
—  (32,715)  (125,794) 158,509 —O —
30,811 239,964 (107,317) 807,581 (555,756) 415,283
(1,011) (8,501) (2,573) (6,271) — (18,356)
(278,692) 65,696 (156,571) 359,061 — (10,506)
353,107 150,904 156,571 78,951 — 739,533
74,415 216,600 — 438,012 — 729,027
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Year Ended December 31, 2022

The former
VIE
and its Other Elimination
LTC WFOE subsidiaries Subsidiaries adjustments Consolidated

(in thousands)
Operating activities:

Net cash generated from (used in)
operating activities 2,682 (144,423) (8,869) (200,809) — (351,419)

Investing activities:

Payments for purchases of property,
equipment and software and

intangible assets —  (71,839) (2,635) (58,871) — (133,345)
Proceeds from disposal of property,

equipment and software — 33 — 1,038 — 1,071
Payments for purchases of short-term

investments (10,000) —  (290,662) — — (300,662)
Proceeds from sales of short-term

investments — — 289,587 — — 289,587
Payment upon settlement of derivative

instruments (2,652) 2,011 — — — (641)
Payments for investments in equity

investees — — (1,920) (1,194) — (3,114)
Loans to related parties — — — (2,310) — (2,310)
Loans to intercompanies (5,876)  (49,602) — — 55,478 —
Proceeds from collection of advances

from an intercompany — 10,611 — — (10,611)@ —

Cash contribution to consolidated
entities (94,688) (137,200) — — 231,888 —

Net cash used in investing activities  (113,216) (245,986)  (5,630)  (61,337) 276,755  (149,414)

Financing activities:
Proceeds from settlement of

receivable from shareholders 74,638 — 1,509 — — 76,147
Proceeds from issuance of Series Pre-

A Preferred Shares 129,681 — — — — 129,681
Proceeds from issuance of Series A

Preferred Shares 187,734 — — — — 187,734

Repayment of exchangeable notes for
issuance of Series A Preferred

Shares —  (57,430) — — — (57,430)
Proceeds from issuance of convertible

notes — — 75,037 — — 75,037
Proceeds from issuance of

exchangeable notes — 307,172 71,792 — — 378,964

Receipt of refundable deposits in
connection with the issuance of
Series A Preferred Shares — 28,945 — — — 28,945

Repayment of refundable deposits in
connection with the issuance of

Series A Preferred Shares —  (28,628) — — — (28,628)
Consideration payment in connection
with reorganization — — — (50,794) — (50,794)

106



TABLE OF CONTENTS

Capital contribution by

noncontrolling interests
Repayment of loans from a related

party

Proceeds from bank loans
Proceeds from loans borrowed from

intercompanies

Repayment of advances from an

intercompany

Cash contributed by the respective

parent companies

Net cash provided by financing

activities

Effect of exchange rate changes on
cash and restricted cash

Net increase (decrease) in cash

and restricted cash

Cash and restricted cash at the

beginning of the year

Cash and restricted cash at the

end of the year

Operating activities:

Net cash used in operating activities

Investing activities:

Year Ended December 31, 2022

Payments for purchases of property, equipment

and software and intangible assets

Proceeds from disposal of property, equipment

and software

Receipt of government grant related to

assets

Advances to an intercompany
Cash contribution to consolidated entities

Net cash provided by (used in) investing

activities

Financing activities:

Proceeds from issuance of ordinary shares
Proceeds from issuance of convertible notes

Proceeds from issuance of exchangeable

notes

The former
VIE
and its Other Elimination
LTC WFOE bsidiaries bsidiaries dj lidated
(in thousands)

— — 149 = = 149

— — — (9,844) — (9,844)

— — — 28,170 — 28,170

— — — 55,478 (55,478)" —

— —  (10611) — 10,611 —

— — — 231,888 (231,888) —
392,053 250,059 137,876 254,898 (276,755) 758,131
(10,161)  (17,008)  (15,900) (6,148) — (49,217)
271,358 (157,358) 107,477 (13,396) = 208,081
81,749 308,350 49,094 92,259 — 531,452
353,107 150,992 156,571 78,863 — 739,533

Year Ended December 31, 2021
The former
VIE
and its Other Elimination
LTC WFOE idiaries  Subsidiaries dj lidated
(in thousands)

997  (77,377) (7,993) (40,138) — (126,505)

—  (13,845) — (20,745) — (34,590)

— 14 — — — 14

— 279,052 — — — 279,052

—  (11,055) — — 11,055@ —

—  (108,898) — — 108,898 —

— 145,268 — (20,745) 119,953 244,476

58,631 100,690 38,597 — — 197,918
23,445 — — — — 23,445

— 125,039 — — — 125,039
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Year Ended December 31, 2021

The former
VIE
and its Other Elimination
LTC WFOE bsidiaries bsidiaries dj C lidated

(in thousands)
Proceeds from issuance of mandatorily

redeemable noncontrolling interest — — 6,299 — — 6,299
Capital contribution from shareholders — 15,695 — — — 15,695
Dividends paid to a shareholder — — — (1,880) — (1,880)
Consideration payment in connection with

reorganization — (1,663) — — — (1,663)
Proceeds from advances from an

intercompany — — 11,055 — (11,055)@ —
Cash contributed by the respective parent

company — — — 108,898 (108,898) —
Net cash provided by financing activities 82,076 239,761 55,951 107,018 (119,953) 364,853
Effect of exchange rate changes on cash m 698 1,136 439 — 2,943
Net increase in cash 81,749 308,350 49,094 46,574 — 485,767
Cash at the beginning of the year — — — 45,685 — 45,685
Cash at the end of the year 81,749 308,350 49,094 92,259 — 531,452
Notes:

(1)  For the year ended December 31, 2022, the LTC provided loans in the amount of US$5.9 million to its subsidiary, Lotus Tech UK,
and the WFOE provided loans in the amount of US$49.6 million to its subsidiary, Wuhan Lotus Cars. For the six months ended
June 30, 2023, the LTC provided loans in the amount of US$214.6 million to its subsidiaries, the WFOE provided loans in the
amount of US$165.5 million to its subsidiaries and the other subsidiaries provided loans in the amount of US$90.4 million to
WFOE. These transactions were eliminated upon consolidation.

(2) For the year ended December 31, 2021, the WFOE paid advances of US$11.1 million to the former VIE. For the year ended
December 31, 2022, the WFOE collected the advances of US$10.6 million from the former VIE. These transactions were
eliminated upon consolidation.

(3) For the year ended December 31, 2021, the WFOE made capital contribution of US$108.9 million to its consolidated entities. For
the year ended December 31, 2022, the LTC made capital contribution of US$94.7 million to its consolidated entities, and the
WFOE made capital contribution of US$137.2 million to its consolidated entities. For the six months ended June 30, 2023, the LTC
made capital contribution of US$109.3 million to its consolidated entities, the WOFE made capital contribution of US$21.6 million
to its consolidated entities, and the other subsidiaries made capital contribution of US$19.9 million to its consolidated entities. The
cash transfer were eliminated upon consolidation.

(4) For the six months ended June 30, 2023, the other subsidiaries repaid loans borrowed from the LTC and the WFOE in the amounts
of US$11.0 million and US$54.7 million, respectively. These transactions were eliminated upon consolidation.

(5) For the six months ended June 30, 2023, the Group has implemented the Restructuring. In connection with the Restructuring, the
WFOE paid US$32.7 million to acquire 100% equity interest in subsidiaries of the former VIE, and the former VIE transferred all
of its cash of US$158.5 million to a subsidiary of the WFOE.

Non-GAAP Financial Measures

We use adjusted net loss and adjusted EBITDA in evaluating our operating results and for financial and operational
decision-making purposes. Adjusted net loss represents net loss excluding share-based compensation expenses, and
such adjustment has no impact on income tax. We define adjusted EBITDA as net income excluding interest
income, income tax expenses, depreciation of property, equipment and software, and share-based compensation
expenses.

We present these non-GAAP financial measures because they are used by our management to evaluate our operating
performance and formulate business plans. We believe that adjusted net loss and adjusted EBITDA help identify
underlying trends in our business that could otherwise be distorted by the effect of certain expenses that are included
in net loss. We also believe that the use of the non-GAAP measures facilitates investors’ assessment of our operating
performance. We believe that adjusted net loss and adjusted EBITDA provide useful information about our
operating results, enhance the overall understanding of our past
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performance and future prospects and allow for greater visibility with respect to key metrics used by our
management in our financial and operational decision making.

Adjusted net loss and adjusted EBITDA should not be considered in isolation or construed as alternatives to net loss
or any other measures of performance or as indicators of our operating performance. Investors are encouraged to
compare our historical adjusted net loss and adjusted EBITDA to the most directly comparable GAAP measure, net
loss. Adjusted net loss and adjusted EBITDA presented here may not be comparable to similarly titled measures
presented by other companies. Other companies may calculate similarly titled measures differently, limiting their
usefulness as comparative measures to our data. We encourage investors and others to review our financial
information in its entirety and not rely on a single financial measure.

The table below sets forth a reconciliation of our net loss to adjusted net loss and adjusted EBITDA for the
periods/years indicated:

For the Six Months Ended June 30, For the Year Ended December 31

2023 2022 2022 2021
US$ US$ US$ US$
(in thousands)

Net loss (352,942) (206,292) (724,563) (110,531)
Share-based compensation expenses — 10,625 10,625 —
Adjusted net loss (352,942) (195,667) (713,938) (110,531)
Net Loss (352,942) (206,292) (724,563) (110,531)
Interest expenses 3,470 5,507 8,542 3,615
Interest income (5,848) (5,948) (12,188) (6,219)
Income tax expense (benefit) (18) 104 292 1,853
Share-based compensation expenses — 10,625 10,625 —
Depreciation 22,641 2,233 12,790 2,056
Adjusted EBITDA (332,697) (193,771) (704,502) (109,226)
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SELECTED HISTORICAL FINANCIAL DATA OF LCAA

LCAA’s balance sheet data as of September 30, 2023, December 31, 2022 and 2021 along with the statements of
operations data for the nine months ended September 30, 2023, for the year ended December 31, 2022 and for the
period from January 5, 2021 (inception) through December 31, 2021 are derived from LCAA’s financial statements
included elsewhere in this prospectus.

The information is only a summary and should be read in conjunction with LCAA’s financial statements and related
notes contained elsewhere in this prospectus. LCAA’s historical results are not necessarily indicative of future
results, and the results for any interim period are not necessarily indicative of the results that may be expected for a

full fiscal year.
September 30,  December 31,  December 31,
2023 2022 2021
(Unaudited)
ASSETS:
Current assets
Cash $ 4,523 § 4,523 591,197
Prepaid expenses 24,417 73,008 428,051
Total Current Assets 28,940 77,531 1,019,248
Prepaid expense — noncurrent — — 80,919
Marketable securities held in Trust Account 231,012,367 290,664,460 286,531,700
TOTAL ASSETS $231,041,307 $290,741,991 $287,631,867
Liabilities, Redeemable Class A Ordinary Shares and
Shareholders’ Deficit
Current liabilities
Accounts payable and accrued expenses $ 4,692,816 $ 1,779,602 $ 309,736
Due to related party 6,122,475 2,108,356 30,000
Total Current Liabilities 10,815,291 3,887,958 339,736
Deferred underwriting fee 8,085,433 10,027,806 10,027,806
Warrant liability 4,505,328 601,483 11,879,289
Total Liabilities 23,406,052 14,517,247 22,246,831

COMMITMENTS AND CONTINGENCIES
Class A ordinary shares subject to possible redemption,

21,783,622, 28,650,874 and 28,650,874 shares at

September 30, 2023, December 31, 2022 and December 31,

2021, respectively 231,012,366 290,664,459 286,531,700
SHAREHOLDERS’ DEFICIT
Preference shares, US$0.0001 par value; 2,000,000 shares

authorized; none issued and outstanding — — —
Class A ordinary shares, US$0.0001 par value; 200,000,000

shares authorized; none issued and outstanding (excluding

21,783,622, 28,650,874 and 28,650,874 shares subject to

possible redemption) at September 30, 2023, December 31,

2022 and December 31, 2021, respectively — — —
Class B ordinary shares, US$0.0001 par value; 20,000,000

shares authorized; 7,162,718 shares issued and outstanding

at September 30, 2023, December 31, 2022 and

December 31, 2021 717 717 717
Additional paid-in capital — — —
Accumulated deficit (23,377,828)  (14,440,432) (21,147,381)
Total Shareholders’ Deficit (23,377,111) _ (14,439,715) _ (21,146,664)

TOTAL LIABILITIES AND SHAREHOLDERS’ DEFICIT $231,041,307  $290,741,991 $287,631,867
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For the
Period from
For the For the January 5,
Nine Months Nine Months For the 2021 (Inception)
Ended Ended Year Ended through
Sep 30, p 30, D ber 31, Dy ber 31,
2023 2022 2022 2021

Operating costs $ 4665924 § 3,199,884 § 4,570,857 § 1,054,672
Loss from operations (4,665,924) (3,199,884) (4,570,857) (1,054,672)
Other income:
Interest earned on marketable securities held in

Trust Account 8,238,661 1,708,932 4,132,759 22,958
Reduction in deferred underwriter fees 82,033 — — (695,493)
Change in fair value of warrant liability (3,903,845) 11,277,806 11,277,806 7,215,278
Total other income, net 4,416,849 12,986,738 15,410,565 6,542,743
Net income (loss) $ (249,075) $ 9,786,854 $10,839,708 $ 5,488,071
Weighted average shares outstanding, Class A

ordinary shares 23,494,146 28,650,874 28,650,874 23,083,649
Basic and diluted net income (loss) per share,

Class A ordinary shares $ 0.01) $ 027 § 030 $ 0.18
Weighted average shares outstanding, Class B

ordinary shares 7,162,718 7,162,718 7,162,718 6,844,319
Basic and diluted net income (loss) per share,

Class B ordinary shares $ 0.01) $ 027 § 030 $ 0.18
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USE OF PROCEEDS

We will receive up to an aggregate of approximately US$172.9 million from the exercise of all Warrants, assuming
the exercise in full of all of the Warrants for cash. We expect to use the net proceeds from the exercise of Warrants
for research and development, marketing and general corporate purposes. The likelihood that warrant holders will
exercise the Warrants and any cash proceeds that we would receive are dependent upon the market price of our
Ordinary Shares, among other things. If the market price for our Ordinary Shares is less than US$11.50 per share,
we believe warrant holders will be unlikely to exercise their Warrants. There is no assurance that the Warrants will
be “in the money” prior to their expiration or that the warrant holders will exercise their Warrants. Holders of the
Sponsor Warrants have the option to exercise the Sponsor Warrants on a cashless basis in accordance with the
Warrant Agreement. To the extent that any Warrants are exercised on a cashless basis, the amount of cash we would
receive from the exercise of the Warrants will decrease.

We will not receive any proceeds from any sale of the securities registered hereby by the Selling Securityholders.
With respect to the registration of the securities being offered by the Selling Securityholders, the Selling
Securityholders will pay any underwriting discounts and commissions incurred by them in disposing of such
securities, and fees and expenses of legal counsel representing the Selling Securityholders. We have borne all other
costs, fees and expenses incurred in effecting the registration of the Registered Securities, such as registration and
filing fees and fees of our counsel and our independent registered public accountants.
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DIVIDEND POLICY

We have not declared or paid cash dividends or made any distributions as of the date of this prospectus. We do not
intend to declare dividends or make distributions in the near future. Any determination to pay dividends on our
ordinary shares would be at the discretion of our board of directors, subject to applicable laws, and would depend on
our financial condition, results of operations, capital requirements, general business conditions, and other factors
that our board of directors may deem relevant.

As a holding company, we may rely on dividends from our subsidiaries for cash requirements, including any
payment of dividends to its shareholders. The ability of our subsidiaries to pay dividends or make distributions to us
may be restricted by laws and regulations applicable to them or the debt they incur on their own behalf or the
instruments governing their debt. Restrictions on the ability of our mainland China subsidiaries to pay dividends to
an offshore entity primarily include: (i) the mainland China subsidiaries may pay dividends only out of their
accumulated after-tax profits upon satisfaction of relevant statutory conditions and procedures, if any, determined in
accordance with accounting standards and regulations in mainland China; (ii) each of the mainland China
subsidiaries is required to set aside at least 10% of its after-tax profits each year, if any, to fund certain reserve funds
until the total amount set aside reaches 50% of its registered capital; (iii) the mainland China subsidiaries are
required to complete certain procedural requirements related to foreign exchange control in order to make dividend
payments in foreign currencies; and (iv) a withholding tax, at the rate of 10% or lower, is payable by the mainland
China subsidiary upon dividend remittance. Under Cayman Islands Law, while there are no exchange control
regulations or currency restrictions, we are also subject to certain restrictions under Cayman Islands law on dividend
distribution to its shareholders, namely that it may only pay dividends out of profits or share premium account, and
provided always that in no circumstances may a dividend be paid if this would result in us being unable to pay our
debts as they fall due in the ordinary course of business immediately following the date on which the dividend is
paid.
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BUSINESS

Our business

We are a pioneering luxury battery electric vehicle (BEV) maker that designs, develops, and sells luxury lifestyle
vehicles (non-sports car vehicles for daily usage) under the iconic British brand “Lotus.” With over seven decades of
racing heritage and proven leadership in the automotive industry, the Lotus brand symbolizes the market-leading
standards in performance, design and engineering. Fusing proprietary next-generation technology built on world
class research and development capabilities and an asset-light model empowered by Geely Holding, we are breaking
new grounds in electrification, digitization and intelligence.

The Lotus brand was founded in the U.K. in 1948 and has since established itself as a high-performance sports car
brand with innovative engineering and cutting-edge technologies, renowned for its superior aerodynamics and
lightweight design. The Lotus brand was born out of legendary success on the racetrack including 13 FIA Formula 1

world titles and many other championship honors. In 2017, Geely Holding acquired a 51% stake in Lotus UK and
further set us up as a luxury lifestyle BEV maker. Geely Holding, a global mobility technology group with a proven
track record in seeding BEV brands, has successfully incubated and revitalized a series of world-renowned brands
with attractive financial profiles including Volvo, Polestar, LYNK&CO., and Zeekr. Positioned as the only Geely

Holding-affiliated brand with sports car DNA, we have received comprehensive support from Geely Holding in
manufacturing, supply chain, R&D, logistics infrastructure, and human capital, and are in the process of
transforming from a British sports car company to a global pioneer of high-performance electric vehicles to bridge
the gap between the traditional sports car and a new generation of electric vehicles. The business combination with
LCAA, a SPAC affiliated with L Catterton, which has a strategic relationship with LVMH, is expected to provide
significant support in consumer insights and brand collaboration that will enable us to effectively raise our brand
awareness globally. L Catterton has an exclusive relationship for consumer-focused private equity with LVMH and
Financiére Agache, the main investment company of Bernard Arnault, LVMH’s chairman and chief executive

officer, and his family. This relationship provides L Catterton with direct access to LVMH’s most senior executives,
global consumer insights, industry network and contacts, differentiated investment deal flow and collaboration on
operating best practices. L Catterton retains sole discretion over all investment and portfolio management decisions
related to the L Catterton funds. As of the date of this prospectus, we have not entered into any agreements with
LVMH.

According to Oliver Wyman, the global luxury BEV market, as defined by BEVs with MSRP of over US$80,000, is
expected to grow rapidly at a CAGR of 35% over 2021-2031 and reach a market size of nearly 1.9 million units by
2031. However, the global luxury BEV market is currently underserved, with only approximately 10 existing luxury
BEV models, as compared to over 100 internal combustion engine (ICE) luxury models, leaving consumers with
limited choices. As an early mover in the global luxury BEV market, we are leading the electrification
transformation of this fast-growing luxury car segment, launching our E-segment BEV model years ahead of our
competitors and targeting to become the first traditional luxury auto brand to achieve 100% BEV product portfolio
by 2027. We launched our first fully electric Hyper-SUV, Eletre, in 2022. Beginning with Eletre, our new car roll
outs will all be BEV models. We expect to take up market share and realize our first mover advantages by
addressing unfilled demands in the current market.

Eletre is a luxury lifestyle E-segment SUV powered by our 800-volt Electrical Performance Architecture (“EPA”),
which is a newly debuted self-developed BEV platform initially based on the same foundation of Sustainable
Experience Architecture (“SEA”), the world’s first open-source BEV architecture. Combining its technologically
advanced platform with cutting-edge design, Eletre delivers leading performance in acceleration, driving range and
charging speed. We have three different versions of Eletre, namely, Eletre, Eletre S and Eletre R, to satisfy the
various demands of customers. Eletre R, in particular, generates a maximum 905 horsepower (hp) and can accelerate
from 0 to 100 km/h in 2.95s. Its 112-kWh battery pack offers a maximum WLTP range of 490 km and can be
recharged from 10% to 80% in less than 20 minutes. While offering unrivaled performance, Eletre comes at a better
value-for-money proposition — with average MSRP higher than US$100,000 — compared to traditional luxury
OEMs. Eletre had a cumulative global orderbook of over 8,600 units as of September 30, 2023 and vehicle
deliveries commenced in China and Europe in 2023. Planning is underway for deliveries to the U.S. and rest of the
world. Our second lifestyle production vehicle, Emeya, was launched in September 2023. Production of Emeya is
expected to commence
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in 2024. In addition to Eletre and Emeya, we plan to launch two additional fully-electric vehicles over the next
two years, including a D-segment SUV in 2024 and a BEV sports car in 2025.

We believe that our R&D capability is one of our key competitive strengths. Drawn from Lotus brand sports car
design heritage, deep automotive expertise and next-generation technologies, our proprietary 800-volt EPA is a
high-performance platform for luxury electric vehicles, which was developed over five years of R&D efforts. It
features super charging capabilities, high energy conservation, and high-speed data transmission, with high
adaptability that can accommodate varying battery sizes, motors, and component layouts across vehicle classes.
Such superior design enables us to quickly roll out new models and ramp up production with competitive
performance attributes and achieve economies of scale. Aside from the EPA, we have developed a leading ADAS
with fully-embedded L4-ready hardware capabilities enabled by the world’s first deployable LiDAR system and
proprietary software system. Our five wholly-owned R&D facilities spanning the U.K., Germany and China
demonstrate a seamless collaboration among highly experienced and dedicated Lotus teams to support our world-
class R&D capabilities.

We manufacture all BEV models through a contract manufacturing partnership with Geely Holding, utilizing Geely
Holding’s newly-constructed, state-of-the-art manufacturing facilities dedicated for EVs in Wuhan, China, with a
production capacity of 150,000 units annually. Leveraging Geely Holding’s readily available production capacity,
we believe we can execute our business plan with higher scalability and flexibility while limiting our upfront capital
commitments, compared to most other OEMs. Besides, leveraging Geely Holding’s global supply-chain network,
strong bargaining power in procurement and stable relationships established with reputable suppliers such as
NVIDIA, Qualcomm, CATL, and Momenta, we can secure high-quality components at more competitive prices,
which we believe would allow us to better manage any supply-chain disruption risk more effectively compared to
other OEMs.

We bring customers a luxury retailing experience through a digital-first, omni-channel sales model to establish and
develop direct relationship with customers and covers the entire spectrum of customer experience, both physically
and virtually. We operate premium stores in high-footfall locations, providing personalized and exclusive services to
create a luxurious purchasing experience for our customers. Our global sales digital platform provides a full suite of
luxury retailing experience, including, a virtual showroom of our brand and products, an enquiry, order, purchasing
and customization platform, and a reservation system for test driving, product delivery, aftersales services, among
others. Our customers can choose their versions of Eletre and are offered a wide range of options for customization,
including exterior, interior, and other functions and features. In addition to the fully digitalized online retail model
supported by the Lotus App, we adopt a direct sales model and have established co-partnership programs with some
of the leading automotive dealers across all regions, in order to expand our presence rapidly in an asset-light
manner. As part of the Lotus brand’s philosophy of “born British and raised globally,” we have developed a global

sales and distribution network. We and Lotus UK have entered into the Distribution Agreement pursuant to which a
subsidiary of ours will be appointed as the global distributor for Lotus UK. As such, we have established a Global
Commercial Platform (“GCP”) to distribute Lotus branded vehicles models, including Eletre, Emeya and our future
BEV models, as well as the sports car models developed and manufactured by Lotus UK, namely Evija (BEV sports
car), Emira (ICE sports car) and another BEV sports car to be launched by Lotus UK in 2025. We believe this is the
most efficient approach to market Lotus cars and promote the Lotus brand globally. As of September 30, 2023, we
had 206 stores in our global distribution network, and we plan to expand our retail network to over 300 stores by
2025.

As of September 30, 2023, we had shipped a total of over 4,800 vehicles, which consisted of our Eletre model and
Emira model distributed through LTIL. As of September 30, 2023, we had a cumulative global orderbook of over
19,000 units of Eletre and Emira.

Our Strategy

The growth of the global luxury car segment is expected to outpace that of the overall car market, growing at a
CAGR of 10% from 2021-2031, according to Oliver Wyman. Additionally, driven by regulatory tailwinds and
increasing sustainability awareness, the total global BEV market is expected to grow rapidly at a CAGR of 24%
from 2021 to 2031. Within the global BEV market, the luxury BEV segment is expected to outgrow the mass market
BEV segment, growing at a CAGR of 35% and is expected to reach a total market size of
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1.9 million units by 2025. We are well positioned to capitalize on the growth momentum of the global luxury BEV
segment by leveraging the following strategies.

Invest in brand equity and fully transform the brand. Leveraging Lotus brand’s racing heritage and proven
leadership, we intend to further elevate the brand by continuing to deliver a portfolio of fully electric and high-
performance vehicles which satisfy customers’ expectations and broaden our customer base, in particular high net
worth individuals and the tech-savvy younger generations who value our brand’s DNA.

Scale up and expand geographical presence. We intend to deepen our penetration across all regions. Our Lotus
brand is closely associated with “customer engagement” and “community building” and in order to provide our
customers a luxurious customer experience, we have adopted a direct-to-consumer global sales and distribution
strategy that focuses on establishing and developing direct relationship with customer, especially in selected regions
including China, Europe and the U.S., which represent some of the key regions that drive fast growth in the global
BEV markets. By offering a luxurious purchasing experience and superior customer service, we expect to further
deepen our penetration in the global market and target to establish a total of over 300 stores globally by 2025.

Develop next-generation electric vehicle technologies while monetizing Lotus’s R&D prowess. ~We intend to
continuously develop and enhance proprietary cutting-edge technologies, including our 800-volt EPA architecture
and hardware, algorithm, and software systems to enhance the competitiveness of our vehicles, supported by
continuous R&D investment. All of our proprietary technologies are built with the principle of “For the Drivers”,
while inheriting our unique design language and philosophy. We are in the process of transforming from a British
sports car company to a global pioneer of high-performance lifestyle electric vehicles and have set high quality and
safety standards for and make continuous improvements on our vehicles and technologies, including our sensory
hardware and ADAS software. We also plan to monetize our R&D capabilities by licensing our IPs to other luxury
auto brands and providing ADAS software subscriptions to our customers.

Continue to launch new models and upgrade existing models. The successful launches of new models are critical
for us to continue capturing market share in the luxury BEV market and strengthening our leadership position. We
plan to launch a well-balanced portfolio of new models with exceptional performance in the coming years to broaden
our customer base, in particular high net worth individuals and the tech-savvy younger generations, and expand our
product breadth. We plan to launch two additional fully-electric vehicles over the next two years, including a D-
segment SUV in 2024 and a BEV sports car in 2025. We also intend to upgrade our models to equip our vehicles
with innovative technology and design.

Focus on sustainability and lead in electrification. As a leader of the electrification transformation of the luxury car
segment, we have launched our E-segment BEV model years ahead of our competitors and plan to continue
launching our other BEV models. We also target to become the first traditional luxury auto brand to achieve 100%
BEV product portfolio by 2027. As part of the sustainability commitment, we aim to achieve carbon neutrality by
2038, with the Lotus Global Smart Factory, which is owned and operated by Geely Holding. We expect to continue
to focus on sustainability leadership by waste reduction, and ongoing adoption of renewable energy and recyclable
materials.

Our Strengths
We believe we benefit from a number of competitive advantages:

Early mover in the luxury BEV market. We are well positioned to capitalize on the rapid growth of the global
luxury BEV market and address unmet demand by offering a portfolio of BEV models. The global luxury BEV
market is expected to grow rapidly at a CAGR of 35% over 2021 to 2031 and reach 1.9 million units by 2031,
according to Oliver Wyman. We operate at the “sweet-spot” within the luxury BEV segment by providing vehicles
with a target price range between US$80,000 to US$149,000, which represents the largest volume contributor to the
luxury BEV segment. Additionally, the global luxury BEV market is underserved due to limited availability of
models. As an early mover in the luxury BEV market, we have launched our E-segment BEV model years ahead of
our competitors and expect to continue launching our BEV models and target to become the first traditional luxury
auto brand to achieve 100% BEV product portfolio by 2027, expecting to create significant early mover advantages
in terms of electrification progress compared to other brands.
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Iconic brand with racing heritage. The core principles and Lotus DNA at the heart of our company come from
more than 70 years of sports car design and engineering. The concepts of aerodynamics and lightweight sports car
design are highly distinguished and have been the essential part of the Lotus brand’s ethos. Since inception, Team
Lotus has won multiple Formula 1 championships, including 6 “FIA Formula 1 Drivers’ World Championships,” 7

“FIA Formula 1 Constructors’ World Champions,” and 81 “FIA Formula 1 Grand Prix Wins.” The Lotus brand was

also awarded “Luxury brand of the year” at the prestigious “Luxury Briefing Awards 2019” while Evija received a
“2020 MUSE Global Design Award.”

Proprietary next generation technology built on world class R&D capabilities. Lotus Group has consistently been a
technological pioneer in the automotive industry over the past seven decades. Our exceptional technologies are
demonstrated by our proprietary 800-volt EPA architecture entailing super-charging capabilities, high energy
conservation, and high-speed data transmission, with high adaptability that can accommodate varying battery sizes,
motors, and component layouts across vehicle classes. Additionally, we possess leading ADAS technology with
fully embedded L4-ready hardware capability, enabled by the world’s first deployable LiIDAR system, five 360°
perception coverage, and self-developed software system for cognition, decision making, design and control
algorithm. Our operating system, Lotus Hyper OS, utilizes technology to create real-time 3D content for passengers.
By maintaining a strong focus on R&D and innovation, we expect to enjoy significant competitive advantages over
other automotive brands in vehicle performance and driving experience.

Asset-light business model supported by Geely Holding ecosystem. We adopt an asset-light business model that
leverages Geely Holding’s extensive resources in manufacturing, supply chain, R&D, logistics infrastructure, and
human capital. We benefit from Geely Holding’s newly-constructed, state-of-the-art manufacturing facilities
dedicated for EVs in Wuhan, China, with a production capacity of 150,000 units annually, to manufacture our BEV
models, which allows us to operate under a highly scalable model that can efficiently execute our business plan with
limited upfront capital commitment. Leveraging Geely Holding’s global supply-chain, we can quickly establish and
maintain relationships with top-tier global suppliers to secure stable supplies of critical components, particularly
components such as battery and automotive chips, which are susceptible to price volatility and supply disruption. We
believe the strong support from Geely Holding significantly enhances our ability to expand our global operations
more quickly, efficiently, and cost-effectively than other OEMs.

Focus on sustainability targeting fully electric product portfolio. Being at the forefront of electrification and
decarbonization, we lead the electrification transformation of luxury car segment and adhere to the highest
international ESG standards with an ESG rating of A- by SynTao Green Finance, which awarded A- and above
ranking to only 7% of listed companies in its radar. All future new models of Lotus Group will be fully electric, and
Eletre marks our transition to a full line-up of BEVs. In addition, Geely Holding has established a photovoltaic
power generation system for its Lotus Global Smart Factory with a capacity of over 16 million kWh in 2023. We
believe our commitment to sustainability will resonate with customers who share the same value and vision.

Luxury retailing experience and omni-channel sales model. We adopt a digital-first, omni-channel sales model that
uses digital channels and physical retail service to provide a seamless and unified experience to our customers. The
Lotus App offers customizable services on our digital platform, providing great flexibility and scalability in
response to market and customer requirements. In addition, we adopt a direct sales model and have established co-
partnership programs with leading automotive dealers across all regions. We believe such arrangements can help it
expand quickly, while maintaining customer intimacy.

Global, experienced, and visionary leadership. 'We have a pioneering, tech-forward and design-led management
team with expertise in automotive, technology and innovation. Led by Mr. Qingfeng Feng, an industry veteran and a
visionary leader who has served at Geely Holding for more than 20 years. Our management team is made up of
seasoned professionals with diversified backgrounds in R&D, technology, automotive design spaces, and with
extensive industry experience at other leading auto firms, such as Geely Holding, Volvo, Mercedes Benz, BMW,
Porsche, Maserati, Aston Martin, Ferrari and Bugatti.

Our Vehicles

We are a luxury BEV maker that designs, develops, and sells luxury lifestyle vehicles under the iconic British brand
“Lotus.” With over seven decades of heritage and proven leadership on racetrack and road cars, the
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Lotus brand symbolizes the market-leading standards in performance, design and engineering. Our first lifestyle
production vehicle, Eletre, is a new breed of pure electric SUV powered by Lotus’s proprietary 800-volt EPA. Eletre
had a cumulative global orderbook of over 8,600 units as of September 30, 2023. Vehicle deliveries commenced in
China and Europe in 2023. Planning is underway for deliveries to the U.S. and rest of the world. Our second lifestyle
production vehicle, Emeya, was launched in September 2023. Production of Emeya is expected to commence in
2024. In addition to Eletre and Emeya, we plan to launch two additional fully-electric vehicles over the next
two years, including a D-segment SUV in 2024 and a BEV sports car in 2025. We also plan to upgrade our models
on an ongoing basis.

Eletre

Eletre is the first of our new breed of pure electric SUV. It is our first lifestyle vehicle, which aims to set the standard
for our future lifestyle vehicles. The five-seater (four-seater as optional) is 5,103 millimeters long with a 3,019-
millimeter wheelbase, providing customers a spacious and comfortable riding experience. Eletre comes with
standard five drive modes, switchable through adjusting the front and rear wheel steering, damper settings, chassis
controls system, propulsion strategies, and accelerator pedal response.

Three different versions of Eletre are available for pre-order, namely, Eletre, Eletre S and Eletre R, with the choice
of two powertrains. These versions are designed to satisfy the various demands of customers — Eletre R is tailored
for customers who seek speed and control while Eletre S provides longer range and more comfort. With average
MSRP higher than US$100,000, Eletre and Eletre S feature the 450 kilowatts single-speed version, with a maximum
miles per full charge (WLTP) of 600 kilometers (km). Eletre and Eletre S can deliver a top speed of 258 km per hour
and an acceleration from zero to 100 km per hour in 4.5 seconds and from 80 to 120 km per hour in less than 2.2
seconds, with a maximum of 710 Newton-meter (Nm) of torque. With average MSRP higher than US$130,000,
Eletre R comes with the flagship 675 kilowatts dual-speed system, with a maximum WLTP of 490 km and dual-
speed version on rear engine. Eletre R can deliver a top speed of 265 km per hour and an acceleration from zero to
100 km per hour in just around 2.95 seconds and from 80 to 120 km per hour in less than around 1.9 seconds, with a
maximum of 985 Nm of torque. In addition to standard five drive modes, Eletre R also comes with another track
mode. All three versions come with a 112-kilowatt-hour battery pack, with a fast charging time of less than 20
minutes from 10% to 80% capacity using a rapid charger. We offer slightly different Eletre S and R models (namely,
Eletre S+ and R+) tailored to the China market.

Efficient aerodynamics have historically been at the heart of the Lotus brand. A significant element of the exterior
design of Eletre is porosity, which essentially allows air to flow through the vehicle as opposed to being pushed
around it, reducing air resistance and delivering a more efficient journey in terms of improved vehicle range, speed,
performance and design aesthetics. Eletre’s interior brings a comfortable and luxurious
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feeling to passengers, configuring highly durable materials and an immersive infotainment system. Eletre is
equipped with a 15.1-inch high definition OLED screen which works in tandem with the digital passenger display
and provides access to its advanced infotainment system. Information is displayed to the driver via a head-up display
(HUD) featuring augmented reality (AR) technology. Voice control is enabled through advanced speech recognition
technology.

Lotus Hyper OS is an operating system powering our advanced digital cockpit cabin installed in Eletre, enabling us
to create next-generation real-time 3D digital mapping and graphing experiences. Lotus Hyper OS includes two
Qualcomm 8155 System-on-chips to provide accelerated graphic rendering and higher data transmission speeds.
Eletre will also debut a next-generation digital head unit, which is expected to provide fully customizable displays,
hosted on an advanced driver information module.

Eletre is equipped with the latest connectivity technology, including 5G compatibility, which enables the relevant
performance and features of the vehicle to be continuously updated and enhanced via over-the-air (OTA) updates.
Eletre owners can connect to the car via a smartphone app, and access driving logs, vehicle and charge status, remote
features, location services and other functionalities. Eletre also comes with navigation services, including EV
routing, EV range assistant, and predictive routing, and provides a series of safety functions. In addition to standard
safety features, Eletre features collision mitigation support (front and rear), traffic sign information, front and rear
cross traffic alert, children presence detection, lane departure warning, and emergency rescue call.

As of September 30, 2023, Eletre had a cumulative global orderbook of over 8,600 units. While customers may be
able to cancel their orders, the deposit payment is typically non-refundable, except under specific conditions. See
“Risk Factors — Risks Relating to Our Business and Industry — We have received a limited number of orders for
Eletre, some of which may be cancelled by customers despite their deposit payment and online confirmation.”
Annual sales volume of Eletre is expected to be between 40,000 to 50,000 units starting from 2026.

Emeya

Emeya (Type 133), a four-door luxury and performance vehicle, is our second lifestyle vehicle and first hyper grand
tourer (hyper-GT) vehicle. It is also one of the world’s most advanced electric hyper-GT vehicles.

Emeya is being developed based on the same advanced EPA architecture and adopting the same strong
aerodynamics and intelligent driving system as Eletre. Powered by our high-power dual motor, Emeya can deliver
an acceleration from zero to 100 km per hour in 2.8 seconds, making it one of the fastest electric GTs in the world.
Equipped with our supercharging feature, Emeya can reach 150 km range with five minutes of
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charging time and boost up to 80% capacity within 18 minutes of charging time using a 350 kW direct current fast
charger. In addition, Emeya has been meticulously designed with the latest sustainable materials to reduce the
carbon footprint of its production.

We expect to start production of Emeya in 2024. The average MSRP will be higher than US$100,000. The annual
sales volume of Emeya is expected to be between 30,000 and 40,000 units starting from 2027.

Future Models

Type 134

Type 134 is a D-segment BEV SUV planned for launch in 2024 with expected delivery in 2026. With average
MSRP higher than US$70,000, Type 134 will be an SUV targeting younger demographics. Annual sales volume of
Type 134 is expected to be between 80,000 and 90,000 units starting from 2027.

Type 135

Type 135 is a BEV sports car planned for launch in 2025 with expected delivery in 2027. With average MSRP
higher than US$95,000, Type 135 will be our first all-electric sports car, built upon Lotus’s unique sports car
platform. Expected annual sales volume of Type 135 is between 10,000 and 15,000 units starting from 2029.

Our Global Commercial Platform

We have developed a Global Commercial Platform, or GCP, for the sales and distribution of our vehicles and sports
cars made by Lotus UK. As of September 30, 2023, we had 206 stores in our global distribution network.

Luxury Retailing Experience for Customers

Aiming to provide a future-proof, luxurious customer experience, we adopt a digital-first, omni-channel sales model
for Eletre and future BEV models to establish and develop direct relationship with customers, covering the entire
spectrum of customer experience, both physically and virtually.

Our global sales digital platform provides a full suite of luxury retailing experience, including, a virtual showroom
of our brand and products, an enquiry, order, purchasing and customization platform, and a reservation system for
test drive, product delivery, aftersales services, among others. We also create online forums in various geographic
markets for customers to engage, search, communicate and interact. Our customers can choose their versions of
Eletre and are offered a wide range of options for customization, including exterior, interior, and other functions and
features. Our customers can also reserve test-driving sessions and have access to our digital payment system and
aftersales services and software updates.

Master Distribution Agreement with Lotus UK

Pursuant to the Distribution Agreement entered into by and between Lotus Cars Limited, the entity carrying out
Lotus UK’s sportscar manufacturing operations, and LTIL, we are the exclusive global distributor (excluding the
U.S., where LTIL will act as the head distributor with the existing regional distributor continuing its functions) for
Lotus Cars Limited to distribute vehicles, parts, and certain tools, and to provide aftersales services, branding,
marketing, and public relations for such vehicles, parts, and tools distributed by it. The Distribution Agreement also
provides that each year we and Lotus UK will prepare business plans and annual targets taking into account
historical sales figures, forecast demand, national, regional, and local trends, and Lotus UK’s production capacity for
the vehicles. Additionally, pursuant to the Distribution Agreement, existing stores and dealers of Lotus UK are
transferred to Lotus Tech. As of September 30, 2023, we had 206 stores in our global distribution network. In
addition to our Eletre and future BEV models, major vehicle models under the Distribution Agreement include Evija
(BEV sports car) and Emira (ICE sports car), both developed and manufactured by Lotus UK, and another BEV
sports car expected to be launched by Lotus UK in 2025.
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Emira

Launched in 2021 with delivery in 2022, Emira is built on a new Lotus sports car architecture. It uses the pioneering
Lotus bonded extruded aluminum chassis technology. Emira is 4,412 millimeters long with a 2,575-millimeter
wheelbase. It comes with a power output of 298 kilowatts. Emira can deliver a top speed of 290 km per hour and an
acceleration from zero to 100 km per hour in 4.5 seconds, with a maximum of 420 Nm of torque. With average
MSRP higher than US$85,000, annual sales volume of Emira is expected to be between 5,000 to 6,000 units starting
from 2024.

Evija

Launched in 2019 with an average MSRP of over US$2.2 million, Evija, the world’s first pure electric British hyper
car and a 2020 MUSE Global Design Awards winner, is the first Lotus road car to feature a one-piece ultra-
lightweight carbon fiber monocoque chassis. It is 4,459 millimeters long and weighs only 1,887 kilograms. Evija
comes with 1,500 kilowatts power system, with a WLTP maximum range of 402 km. Evija can deliver a top speed
of 320 km per hour and an acceleration from zero to 300 km per hour in 9.1 seconds, with a maximum of 1,700 Nm
of torque. Evija is equipped with a 93-kilowatt-hour battery pack, with a fast charging time of around 18 minutes to
100% capacity.

Distribution of vehicles and other products

We are responsible for establishing and maintaining a distribution network and an aftersales service network either
selling directly, through Lotus UK’s subsidiaries, or by appointing sub-distributors. We are responsible for making
sure that the sub-distributors will meet all the standards and abide by the guidelines as stipulated in the Distribution
Agreement and achieve the minimum criteria for sales and aftersales service provisions, each as set out in the annual
business plan. We are also responsible for providing branding, marketing, and public relations services in relation to
Lotus-branded products.

Under the Distribution Agreement, we are generally responsible for procuring licenses and permits and fulfilling
other procedures and formalities required to import the vehicles, while Lotus UK is responsible for obtaining
homologation, also referred to as vehicle approval or type approval, of new sports car vehicle models.

Aftersales services

We also provide service and repair for vehicles manufactured or supplied by Lotus UK, in accordance with the
applicable aftersales services and warranty services protocol. To provide customers with convenient and hassle-free
aftersales experience, we pay close attention to customer requests and carry out testing and inspection that may be
necessary to identify defects and ensure satisfactory functioning of vehicles.

Charging Solutions

We are dedicated to offering our customers a convenient and efficient charging experience and provide multiple
solutions including home charging, flash charging through our self-owned charging network, and on the go charging
which is provided by our designated partners.

In Europe, we partnered with a leading platform which provide our customers with extensive charger network that
covers across Europe. We also offer home charging solutions for owners of Eletre and future models.

In China, we provide home charging solutions and partner with leading suppliers that have charging network across
the country. Partnering with local charging solutions developers, we operate self-owned charging network that
provides 480 kW flash charging for our featured 800-volt EPA in core commercial areas of metropolises such as
Beijing and Shanghai, among others. As of September 30, 2023, we had launched 64 flash charging stations.

In the U.S. and other global markets, we plan to provide comprehensive charging solutions tailored for local market
conditions and customer demands.

Technology

We have taken a decisive path in developing EV-related technologies to achieve a fully-electric product portfolio.
We will further establish our strong technology identity, which will be reflected in future electrified
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models. Bearing the mentality of an outright technology EV brand, we are leading in vehicle intelligence and
digitalization, such as having a smarter ADAS and a more immersive infotainment system. We believe the
combination of intelligence, digitalization, and quality will enable us to achieve technological advantages.

Pioneering Architecture and Chassis Platform

Eletre is built on an all-new proprietary 800-volt EPA architecture with integrated, high-voltage power distribution
system. This architecture uses aluminum and high tensile steel for optimal structural rigidity. The EPA’s battery

system enables intelligent heat management operating system for maximum energy conservation. Equipped with all-
wheel drive and electric motor, Eletre can deliver a top speed of 265 km per hour with a maximum of 985 Nm of
torque and it can reach up to 905 hp.

The EPA adopts a highly adaptable design and inherits our light-weight philosophy. The high energy density of the
battery pack provides the optimal balance between performance and driving range. There are two electric motors,
one driving the front wheels and another driving the rear wheels. Its three-in-one electric drive system integrates
each motor with an inverter and a transmitter, an efficient design that makes the unit smaller and lighter. Our EPA
enables drivers to enjoy stability, precision, and flexibility:

 Stability. Our EPA system is equipped with active stabilizer bar systems to dynamically adjust stabilizer
bars under various driving conditions, and deliver sports car-like experience and premium agility, cornering
stability and controllability. The active suspension control system adjusts the height and damping rate of the
suspension system to provide an optimal balance between comfort and handling performance.

* Precision. The active kinematics control available in EPA implemented by a rear-wheel steering system
will optimize the cornering control and agility at all speeds. The active kinematics control technology adjusts
the turning radius at various speeds and enhances the maneuverability at low speeds and agility at high
speeds.

 Flexibility. Lotus intelligent dynamic control system (LIDC) improves the flexibility of vehicles in complex
road conditions, such as curved road conditions, therefore improving the overall stability. The one-box brake
system is another highlight which increases vehicle flexibility where a de-coupled system design enables a
sports car-like brake pedal feel in combination with improved energy regeneration during braking
maneuvers.

Intelligent Driving

Lotus Intelligent Driving research and development commenced as early as 2018. We are committed to building the
best platform for advanced intelligent driving technologies and have strong self-development abilities, which
includes cognition, decision, planning and control. We support end-to-end intelligent driving technologies with
expertise in best-in-class hardware, advanced software and algorithms, and powerful cloud solutions. Our intelligent
driving R&D teams in Germany and China have extensive experience in homologation and deep understanding of
the behaviors and preferences of local customers. In addition, in 2021, we collaborated with Momenta, a leading
intelligent driving technology company, who provided us with insights of perception level technologies.

» Top-class intelligent driving hardware. ~ We have invested significant resources into the development of
hardware and we have L4-ready hardware embedded in our vehicles. Our deployable LiDAR technology is
capable of all-around perception coverage with seven HD cameras of eight-megapixel, six long/short-range
millimeter-wave radars among which the front and rear are image radars, four 128-line LiDARs, 12
ultrasonic radars, one in-car camera, and four around-view cameras of two-megapixel. By combining radars
and LiDARs with camera sensors, Eletre can capture the speed and other information on the road to support
high-level intelligent driving functions. In addition, Eletre is also powered and supported by dual Orin-X
chips with 500 to 1,000 TOPS computing power to process complex data and image. The L4-ready hardware
on Eletre is capable of capturing significant amounts of high-quality information, which in turn could be
used to optimize our key intelligent driving algorithms, thereby helping us remain as a leader in the
development of such technology. We believe this top-class driving hardware distinguishes Eletre from our
competitors’ vehicles and enables Eletre to evolve with the development of intelligent driving technology
throughout its life-cycle.
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* Advanced software capabilities. Our intelligent driving R&D team has developed key intelligent driving
algorithms including cognition, decision, planning, and control. Our intelligent driving-related testing and
simulation tools are also being developed to test and train algorithms and build a foundation of our cloud-
based services. Our advanced intelligent driving software and algorithms take into account of various
scenarios, including high-way, urban, and tunnels. Our self-developed intelligent driving algorithms was
ranked in the top three in motion forecasting competition by Argoverse. Eletre will come with L2 intelligent
driving solutions such as driving assistance, parking assistance, and active safety system, upon delivery. On
top of these functions, we are developing end-to-end solutions for scenarios such as high-way, urban, and
parking, which we expect to integrate into Eletre as premium functions through OTA.

Powerful cloud services. We constructed a powerful cloud infrastructure to support cloud-based services to
customers. Our cloud services fully empower intelligent driving in data compliance, model training, process
optimization, and improve computing power and digital operation capabilities.

We have integrated these hardware, software and cloud capabilities to develop a full stack of advanced intelligent
driving technologies, which enable our vehicles to perceive and intelligently react to their surroundings and thereby
enhancing their driving experience. By combining our powerful algorithms, HD cameras, radars and high-precision
mapping capabilities, our vehicles are able to precisely perceive their surroundings in stereoscopic display. Our
vehicles then dynamically react to their perceived surroundings by leveraging our customized planning and control
algorithms. Taken together, our intelligent driving solution offers smooth and intelligent driving experience to
drivers, even under extreme road conditions.

Advanced E-mobility Platform

We have developed a well-established electrical, instrumentation and control (EIC) system, which enhances the
efficiency and performance of BEV models. With the EIC system, we are pioneering the release of 800-volt
architecture and incorporating high-power motors into the e-mobility system. In addition, our supercharging design
features significant charging efficiency to ensure the consistently strong performance of its e-mobility system.

* Pioneering 800-volt architecture. We have launched an 800-volt electric platform by doubling the voltage
to meet customers’ high-power demand in BEV. This pioneering design can increase the efficiency of energy
utilization and reduce the overall weight of vehicles.

High-power motors. Eletre comes with two electric motors, one driving front wheels and another driving
the rear wheels. The high-power motor driving the rear wheels is self-developed by us with a maximum of
450 kw hp. Those motor also incorporates an 800-volt-SiC inverter and two-speed gearboxes to realize an
acceleration from zero to 100 km per hour within three seconds and to maintain strong vehicle power
performance at the highest speed of 265 km per hour.

Supercharging feature. Underpinned by our self-developed 800-volt architecture and high-power motors,
we have developed a 420 kw supercharging solution. The supercharging feature can electrify the battery
level from 10% to 80% within 20 minutes and reach 120 km range with five minutes of charging time. We
are improving the performance of our supercharging solutions to further reduce the charging time.

Digitalized Cabin and Connectivity

Adhering to our driver-centric design philosophy, we digitalized our cabin design and implemented connectivity
features to meet the drivers’ expectations in vehicle digitalization and connectivity. By combining configuration and
software systems together, we provide optimized intelligent cabin experiences in driving, entertainment, and
interactions for our customers.

» Top cabin configuration. The cabin of Eletre is equipped with the best-in-class hardware including latest
chips and HUD screen technologies. We have onboarded dual Qualcomm 8155 chips to provide accelerated
graphic rendering and higher data transmission speeds. Our multi-screens cabin setup provides customers
convenient and immersive control over infotainment system.
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 Leading cabin operation system. Apart from top hardware configuration, we also develop our own Hyper
OS cabin operating system with the “UNREAL Engine” to support real-time rendering and optimize 3D
content and experiences. The operating system enables the screens to achieve a stable 60 frames per second
refresh rate on screens and smooth switches among different cabin functions.

» Vehicle Connectivity. The connectivity features are built for multi-vehicle connection scenarios, allowing
for high-speed transmission of data among vehicles and with third parties. To enhance the connectivity
functions within the vehicle, we onboarded 5G high-speed mobile networks for external downloads and
gigabit ethernet for efficient internal connections among vehicle modules. The Bluetooth 5.2 and ultra-
wideband digital keys are serving as critical supplements to vehicle connectivity functions for high-quality
data transfer.

Sophisticated Engineering Design

The lightweight vehicle design and vehicle aerodynamics are the most noteworthy engineering features of our BEV
models design. We also provide engineering design consultancy services to external OEMs.

» Aerodynamic efficiency. ~ We have self-developed and patented technologies related to aerodynamics,
including wedge-shaped car designs, air intakes, and airfoils, and our electric vehicle portfolio inherits the
aerodynamics design heritage. For example, the unique porosity design can reduce the low drag coefficient
of Eletre to 0.26, making it easier to pass through the surrounding air. In addition, the active rear spoiler and
active air intake grille designs enable Eletre to reach a considerable vehicle downforce for optimal stability at
high speeds.

o Lightweight vehicle design. The “lightweight” design philosophy is key to our heritage and we keep
innovating in the use of materials and in designing new processes to reduce vehicle’s weight. For example,
we have designed 17 kinds of welding processes to realize lightweight vehicle mass production. The
lightweight design enables BEV models to have faster straight-line acceleration, increased range, and
extraordinary handling.

Worldwide Research and Development Footprint

We have a dedicated global team to support our R&D activities with a sizable scale and comprehensive
functionalities, covering all major technological perspectives. Our approach to innovation demonstrates an inter-
connected global collaboration among highly experienced and dedicated Lotus teams in the U.K., Germany and
China, each with different technological focuses. Centered around our global headquarters in Wuhan, China, which
focuses on cloud computing and online data processing, we operate a software center in Shanghai focusing on global
system integration and network security and a research institute in Ningbo focusing on electric architecture, charging
and power system, and intelligent driving. We have established two R&D centers on engineering and product
design, including Lotus Technology Creative Centre (LTCC) located in the heart of the British car industry in
Coventry, U.K., with a focus on automotive design and design strategy, product and brand communication and
sustainable material science, and Lotus Technology Innovative Centre (LTIC) located in Frankfurt, Germany, with a
focus on behavioral science, innovative vehicle technologies, dynamic attribute development, user interface and
regional tuning and application.

Our research and development efforts are focusing on the development of key EV technologies while benefiting
from the technological support from the Geely Holding ecosystem. We intend to continuously develop cutting-edge
technologies, including our 800-volt EPA architecture and hardware, algorithms, and software system to enhance the
competitiveness of our vehicles. We also plan to monetize our R&D capabilities by licensing its IPs and software via
subscriptions to other luxury auto brands.

Guided by industry-iconic R&D leaders, our global research and development team has extensive experience in
automotive and technology industries. As of September 30, 2023, our R&D team consisted of 1,793 professionals
with extensive knowledge in automotive, engineering, software, Al as well as diversified working experiences from
leading vehicle manufacturers globally. Such composition ensures solid technology development capabilities,
especially in intelligence and digitalization. The diversified cultural and professional background promotes the
exchange of ideas from different perspectives and ensures the generation of innovations.
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UK.

LTCC is a world-class automotive design facility mainly responsible for the design of our performance lifestyle
vehicles and future vehicle design strategy. LTCC delivers a complete range of creative disciplines that go beyond
traditional automotive styling. The studio has dedicated teams working in design strategy, exterior and interior
design to user and customer experience, studio engineering, color, materials, and finish. The studio takes a brand
first approach to ensure these disciplines are brought together cohesively.

Germany

LTIC is a world-class engineering facility in electric mobility. As a part of our international research and
development network, LTIC develops new products and solutions for a new era of premium performance driving,
and participates in the development of our high-end technology, such as regional development for ADAS, EPA, new
architecture, digital vehicle dynamics, vehicle hardware, and intelligent cabin.

As of September 30, 2023, LTIC had approximately 190 full-time employees. LTIC adopts an agile organizational
structure where its members can work in different working teams based on the focuses of various phases of the
project. LTIC works in three main areas:

» The global development oversees global products, including, among others, digital chassis and digital
vehicle dynamics. This team has assisted with component integration, durability testing, certification and
homologation, as well as EV management systems.

* The regional development and delivery collaborates with our U.K. and China teams and is responsible for
global R&D platform deployment and specification development, catering to regional customer needs. This
team is also responsible for the compliance of our products of legal and regulatory requirements, including,
among others, analyzing local legislation, managing data center, and dealing with cybersecurity matters.

* The innovation and new platform development is responsible for creating new concepts and new
architectures for our future product pipeline. This team studies new technologies and pioneers in digital
vehicle dynamics. In addition, LTIC adopts an agile organization setup approach and engineers can work in
different working teams during different phases of the project.

China

Our R&D teams in China are based in Wuhan, Shanghai and Ningbo. We focus our research and development
efforts in China on our core technology innovation related to the development of electric architecture, charging and
power system, cloud computing, online data processing, global system integration and network security, batteries
and energy management, electric motors, electronic control systems, intelligent driving, intelligent manufacturing
and more.

We established Lotus Robotics in China, the arm of our in-house intelligent driving competence. Lotus Robotics has
built up comprehensive and well-rounded technological capabilities. Its key capabilities include vehicle product
development, functional software development, algorithm software development, sensor development, cloud and
data, test and validation, computing platform, project management, and marketing and strategies.

Intellectual Property

We regard our patents, trademarks, copyrights, domain names, know-how, proprietary technologies and similar
intellectual property as critical to our success. Our IP portfolio consists of intellectual property rights in, among
others, vehicle architecture, intelligent cabin, intelligent driving, and fast charging.

As of September 30, 2023, we had 287 registered patents and 591 pending patent applications in various
jurisdictions such as mainland China, the U.S., Japan, and the UK., etc., including patents for our vehicle
architecture, intelligent cabin, intelligent driving, and fast charging related technologies. We also had 265 registered
trademarks, including “ELETRE” and “EMEYA,” registered copyrights to 27 software programs developed by us
relating to various aspects of our operations, as well as 93 registered domain names as of September 30, 2023.
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Manufacturing, Supply Chain, and Quality Control

We view the manufacturers and suppliers we work with as key partners through our vehicle development process.
We aim to leverage our partners’ industry expertise to ensure that each vehicle we produce meets our strict quality
standards.

Our Collaboration with Geely Holding

We have established a strategic collaborative relationship with Geely Holding and our asset-light business model is
supported by Geely Holding ecosystem partners. We expect our partnership with Geely Holding to allow us to bring
our vehicles to the market at an accelerated pace by leveraging Geely Holding’s manufacturing capacity, bargaining
power in procurement and supply chain, capital investment, and operational support.

We entered into a manufacturing arrangement with Geely Holding, for the manufacture of Eletre and our future
models for 10 years starting from 2022. Pursuant to the manufacturing agreement, we commissioned Geely Holding
for the production of Eletre and future models and we agreed to authorize Geely Holding to access our technologies
for the production of such models. We are mainly responsible for the design and development of the models,
designation of suppliers, product announcement, and ensuring consistency with global standards of the Lotus brand.
We also provide Geely Holding with the necessary intellectual properties for the manufacture of Eletre and future
models. Geely Holding is mainly responsible for the ordering and inspection of raw materials, production planning,
production quality control, logistics and transportation of manufactured vehicles, and construction and operation of
the manufacturing plant. Particularly, quality control is carried out in accordance with our quality assurance
framework and approved by Geely Holding. In addition, Geely Holding is responsible for obtaining certificates for
the manufactured vehicles.

Manufacturing Plant

Eletre is being manufactured in the BEV manufacturing facility in Wuhan, China, which is owned and operated by
Geely Holding. This manufacturing plant is purpose-built for EVs with advanced manufacturing technologies.
Covering an area of over one million square meters, the plant has the capacity to produce up to 150,000 vehicles per
year. The plant has been constructed to be a brand-new, world-class plant to produce Eletre and other electric
vehicles. The plant has the capability of conducting stamping, welding, painting, and assembly, and is equipped with
testing tracks, a quality inspection center and a utility power and sewage treatment center. It features an advanced
system whereby vehicles can be transported into workshops using intelligent driving technology without any human
intervention. The plant is also facilitated with an approximately three km-length track for quality inspection.
Customers can experience driving experience such as racing, drifting and off-road on the track. It has nine left turns
and seven right turns and can accommodate vehicles driving at speeds up to 230 km per hour through straight line.

Our Suppliers

We seek to partner with reputable suppliers. We leverage the Geely Holding ecosystem for the order of basic auto
parts. For our future models, we intend to use most of the same core suppliers as those used for Eletre.

We have developed close relationships with key suppliers. These include NVIDIA, a global leader in AI computing,
which provides its chips for the ADAS used in Eletre; Qualcomm, a world’s leading developer of semiconductor
technologies, which provides 8155 smart cockpit chips; and CATL, a world’s leading manufacturer of lithium-ion
battery, which provides batteries for our BEVs. Most of these suppliers are key partners in the Geely Holding
ecosystem with years of strong partnership with Geely Holding.

Similar to other global major automobile manufacturers, we follow our internal process to select suppliers taking
into account quality, cost, and timing. We have a part quality management team which is responsible for managing
and ensuring that suppliers meet quality standards. Our method for selecting suppliers depends on the nature of the
supplies needed. For general parts which are widely available, we examine proposals from multiple suppliers and
choose based on quality and price competitiveness, among other factors. For parts requiring special designs, we
review design proposals and choose largely based on design-related factors. However, in certain cases we have
limited choices given our scale, such as battery cell packages, so in such circumstances we typically partner with
suppliers that we believe to be well-positioned to meet our needs. In
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addition, when part suppliers are selected, we have established certain environmental guidelines in accordance with
our ESG strategies and goals.

Quality Assurance

We aim to deliver high-quality products and services to our customers in line with our core values and
commitments. We believe that quality assurance is key to ensuring the delivery of high-quality products and
services, and to minimize waste and to maximize efficiency. Quality management has been strongly emphasized
across all business functions including product development, manufacturing, supplier quality management,
procurement, charging solutions, customer experience, servicing, and logistics. Our quality management groups are
responsible for our overall quality strategy, quality systems and processes, quality culture, and general quality
management implementation. During the product development, several phases of testing have been implemented to
verify our design and production quality. For example, over 400 testing vehicles were built in order to conduct a
wide range of function and durability tests, and our tests has run for approximately 1,300,000 kilometers. Our
quality standards are guided by industry standards, including ISO9001, R155 CSMS, R156 SUMS, Aspice L2,
1S026262 and ISO/SAE 21434.

Our first volume-manufactured vehicle, Eletre, is manufactured at a new plant which is operated by Geely Holding
with quality standards. All lines including stamping, welding, painting, and general assembly are developed in
accordance with industry standards with a higher degree of automation. We apply more than 4,000 standards across
all phases of product development and supplier quality management. Through the plant automated system, the
manufacturing process parameters and parts information are monitored for process control and traceability.

Our Environmental, Social and Governance Charter

Guided by the same principle of the Lotus brand and in collaboration with Lotus UK, our new Environmental, Social
and Governance (ESG) Charter formalizes the activities that we have been carrying out. As we transform rapidly to
become a global pioneer of electric performance vehicles, we recognize our responsibility to do so in ways that lead
our industry in minimizing its impact on the environment, benefitting society and the planet as a whole.

* All electric. The first of our core ESG commitments is that, throughout the Lotus product line, all future
new mainstream vehicles from us and from Lotus UK will be fully electric. Eletre, the latest of our new
generation of vehicles, marks our transition to a full line-up of electric vehicles.

* Carbon-neutral sustainable development. ~We plan to achieve our goal to become a carbon-neutral
company through sustainability in the design of products. Manufacturing sustainability is of high importance
to us. Minimizing environmental impacts is one of the most important targets of the manufacturing plant
from the very beginning. We have worked with Geely Holding to carry out a series of energy-saving and
emission reduction measures at Geely Holding’s manufacturing plant, including adopting the design of dry
box spray room, the establishment of photovoltaic power generation, waste gas incineration, rainwater
collection, water reuse, waste heat utilization, and other green facilities. The photovoltaic power generation
system at Geely Holding’s manufacturing plant has a capacity of over 16 million kWh in 2023. We also
target to achieve carbon neutrality (Scope 1, 2 and 3) by 2038. Scope 1 and 2 refer to emissions that are
owned or controlled by us whereas Scope 3 emissions are those occur from sources not owned or controlled
by us but as a consequence of our activities. The driving change commitment includes significant reduction
in carbon emissions throughout the business, substantial elimination of waste, driving efficient and
sustainable use of resources in both operations and supply chains, and protecting and preserving natural
environments. Geely Holding’s manufacturing plant adopted a water reuse system that replenishes the water
volume of Lotus Lake by recycling roof rainwater. The lake water will be treated and used for greening,
flushing, and landscaping.

* Inspiring the next generation. To help engage the next generation of Lotus colleagues, we leverage Lotus’s
unique global appeal and stimulate the ambitions of next generation, especially in the creative science,
technology, engineering, art, and mathematics subjects. We help carry out educational outreach programs
and work with our communities outside the core business to provide support and stability
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within its environments. We also adopt and align our strategy to external frameworks including the UN
Global Compact, including commitments to transparent, responsible, and ethical business management.

We released our first annual ESG Report on October 25, 2023, which documents our ESG strategy and highlights
our 2022 ESG achievements as part of Lotus’s advancement into a fully electric, intelligent, and sustainable luxury
mobility provider under the brand’s Vision80 strategy. Our strategy focuses on six key fields: Nature Positive,
Climate Neutrality, Sustainable Supply Chain, Inclusion and Equality, Community Commitment, and Transparent
Governance. We joined the United Nations Global Compact (UNGC) in May 2023, and has set targets aligned with
the United Nations Sustainable Development Goals (SDGs) for each field, embedding actionable frameworks into
its operations to achieve the global goals.

Branding and Marketing

By building up on our iconic sportscar reputation, together with the ambition to invest in a lifestyle business, we
have established a strong commercial organizational competence. Our marketing activities include branding, global
marketing campaigns, public relations, digital marketing, creative product marketing, communications, social media,
and other marketing programs. We aim to create demand and expand our customer base globally.

We plan to build a network of around 300 retail stores globally by the end of 2025. We believe that one of the most
effective forms of marketing is to continually improve our customers’ experience. Our omni-channel sales model is
customer-oriented, where our customers can both access our online platform to customize their vehicles, make
payments, and order for aftersales services, and come visit us in person, consult our sales team, and reserve for test-
driving sessions.

Our marketing department is responsible for building our brand and corporate image, promoting products,
facilitating best-in-class customer experience, and providing information regarding our products, strategies, and
technology through our omni-channel sales model. In December 2022, we hosted Eletre Hyper Track test drive event
at the Shanghai International Circuit where Lotus Eletre R+ (an enhanced version of Eletre R in China) made its first
media test drive on a Formula One track. On March 29, 2023, as we successfully completed the first delivery of
Eletre, we hosted a delivery ceremony at the Shanghai International Circuit Formula One track to celebrate the
occasion, in conjunction with the 75th anniversary of the Lotus brand. We hosted media test drives of Eletre in
different countries and regions. In September 2023, we debut Emeya, our first electric hyper-GT, globally in New
York.

Furthermore, central functional leadership is in place to help achieve synergies and collaboration at the Lotus Group
level. We and Lotus UK are leading the way to build up lifestyle and sportscar businesses respectively under the
Lotus brand, ensuring both flexibility and operational uniformity. Customer satisfaction-related performance
trackers are incorporated into performance management system as one of the innovative initiatives taken by us to
enhance marketing efficiencies.

Cybersecurity and Privacy

We prioritize the trust of our customers and employees and place great emphasis on systems and product security,
cybersecurity, and privacy. To protect our systems, products, and data, we apply a variety of technical and
organizational security policies, procedures, technical controls and protocols. We have a dedicated team of
professionals that focus on application, network, system and product security based upon a clearly defined
organizational operating model. We have obtained the ISO/IEC 27001 certifications (GB/T 22080-2016), and
R155/R156 certifications. We have also commenced a corporate-wide data privacy policies and controls with
dedicated cross-functional resources.

We implement enterprise vulnerability management processes that include periodic scans designed to identify
security vulnerabilities and implement a remediation. In addition, we conduct internal and external penetration tests,
receive threat intelligence, follow incident response procedures, and remediate vulnerabilities according to severity
and risk. Further, seeking to implement effective management, control, and protection, we have established a
centralized, organization-wide view of information assets.

128



TABLE OF CONTENTS

We have instituted cybersecurity risk monitor policies to detect threats and cybersecurity risks of our enterprise
information assets and products, we have implemented cybersecurity monitoring capabilities that collect and analyze
telemetries from a wide range of sources and takes proactive actions to ensure the security risk visualization of our
systems and products.

Our cloud security policies seek to enable secure cloud architecture deployments and extend security capabilities.
Utilizing signed certificates, encryption keys, message authentication codes, and cryptography algorithms, we adopt
authentication and encryption to secure our products, software, vehicles and their components, and OTA updates.
Additionally, we utilize pre-condition checks, sequence and dependency execution, and failure recovery when
performing updates during the OTA process.

Our vehicle development involves a significant degree of automation and technology. With that level of complexity
and interconnectivity in mind, we are building cybersecurity by TARA process into our vehicle development process
itself, with the intent of enabling the business to remain resilient to any potential attacks at our vehicle development.

The objective of our privacy policies is to facilitate beneficial uses of data to improve our products and services
while preserving our customers’ privacy expectations and complying with applicable law. Global privacy laws and
practices will guide the operational design, controls, procedures, and policies for our program. Our strategy accounts
for increased risk as our business scales by addressing appropriate security and access controls for customer and
employee information. A core tenet of our privacy measures is to implement privacy-by-design principles in both
software and hardware development throughout our organization. Our privacy measures will continue to evolve and
adapt, utilizing best practices and tailored risk management frameworks, to allow for close collaboration across the
organization, particularly between our information technology and legal functions, which is critical for effective
privacy measures.

We also work to increase cybersecurity and privacy awareness throughout the organization through education and
training. Our cloud security policies seek to enable secure cloud architecture deployments and extend security
capabilities. Utilizing signed certificates, encryption keys, message authentication codes, and cryptography
algorithms, we have deployed authentication and encryption as part of our efforts to secure our products, software,
vehicles and their components, and OTA updates. Additionally, we utilize pre-condition checks, sequence and
dependency execution, failure detection, and rollback and recovery when performing updates during the OTA
process.

Competition

We face competition from both traditional luxury automotive developers and an increasing number of newer
companies focused on electric and other alternative fuel vehicles.

We believe the primary competitive factors on which we compete with our peers include, but are not limited to:
* brand recognition, prestige, and heritage;
* design, styling, and luxury;
« technological innovation;
* driver experience;
* product quality and performance;
* product reliability and safety;
* Dbattery range, efficiency, and charging speeds;

* customer service and customer experience, such as access to charging options and availability and terms of
aftersales services;

* product price;
* management team experience at bringing electric vehicles and other disruptive technologies to market;

» manufacturing efficiency;

129



TABLE OF CONTENTS

* environmental impact and perception; and

« the degree and sophistication of related vehicle software.

We believe that we are favorably positioned to compete on the basis of these factors. However, many of our current
and potential competitors have substantially greater financial, technical, manufacturing, marketing, and other
resources than us. Our competitors may be able to deploy greater resources to the design, development,
manufacturing, distribution, promotion, sales, marketing, and support of their products. Additionally, many of our
competitors also have greater name recognition, longer operating histories, larger sales forces, broader customer and
industry relationships, and other tangible and intangible resources that exceed ours. These competitors also compete
with us in recruiting and retaining qualified research and development, sales, marketing, and management personnel,
as well as in acquiring technologies complementary to, or necessary for, our products. Additional mergers and
acquisitions in the electric vehicle and luxury automotive markets may result in even more resources being
concentrated in our competitors.

We believe our brand and history, our focus on design and experience, our advanced technologies, our relationship
with Geely Holding and therefore the benefits we can obtain during vehicle development phase, and our future-proof
approach give us a competitive edge and allow us to formulate highly differentiated go-to-market strategy. We also
have a scalable asset-light business model that we believe generates significant competitive advantages, allowing us
to incur less upfront capital expenditure and focus on R&D and technologies.

Employees

As of September 30, 2023, we had 3,174 full-time employees globally, including in China and Europe. The
following table sets forth the numbers of our employees categorized by function as of June 30, 2023.

As of September 30,

Number % _
Functions:
Research and development 1,793 56.7
Marketing and sales 672 21.3
Supply chain 240 7.6
Functional support _ 456 144
Total 3,161 100.0

Our success depends on our ability to attract, motivate, train and retain qualified personnel. We believe we offer our
employees competitive compensation packages and an environment that encourages self-development and, as a
result, have generally been able to attract and retain qualified personnel and maintain a stable core management
team.

As required by applicable regulations, we participate in various employee social security plans that are organized by
municipal and provincial governments, including pension, unemployment insurance, maternity insurance, work-
related injury insurance, medical insurance, and housing insurance. We are required under applicable laws to make
contributions to employee benefit plans at specified percentages of the salaries, bonuses, and certain allowances of
our employees, up to a maximum amount specified by the local government from time to time. Bonuses are
generally discretionary and based in part on employee performance and in part on the overall performance of our
business. We have granted, and plan to continue to grant, share-based incentive awards to our employees to
incentivize their contributions to our growth and development.

We enter into standard labor contracts and confidentiality agreements with our employees. To date, we have not
experienced any significant labor disputes.

Properties and Facilities

We have established offices in various cities in China and Europe. As of September 30, 2023, we had leased
premises as summarized below and under operating lease agreements from independent third parties. We
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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.

Approximate Size
(Building) in

Location Square Meters Primary Use Lease Term (years)
Office, Lotus center, experience

Shanghai, China 23,857 store 1 to 10 years
Office, Lotus center, experience

Wuhan, China 18,423 store 1 to over 10 years

Ningbo, China 9,389 Office 5 years

Hangzhou, China 4,468 Office, VIP room 2 to 3 years

Beijing, China 4,803 Lotus center, experience store 2.5 to 8.5 years

London, U.K. 250 Office Less than 1 year

Coventry, U.K. 2,700 Office 5 years
Experience store, Lotus center,

Paris, France 2,596 office 6 to 10 years

Amsterdam, Netherlands 2,795 Office 6.5 to 15 years

Houten, Netherlands 802 Lotus center, office 5to 10 years
Experience store, fulfillment

Oslo, Norway 1,170 centre 2 to 8 years
Office, experience store,

Munich, Germany 475 fulfillment centre Less than 1 year to 2 years

Frankfurt, Germany 7,551 Office, workshop 10 to 12 years

Gothenburg, Sweden 40 Office Less than 1 year

Milan, Italy 40 Office Less than 1 year

In October 2023, the WFOE pledged the land use rights, buildings and ancillary facilities on certain pieces of land
totaling approximately 84,000 square meters where our global headquarters is located in Wuhan, China to the
Jingkai Fund pursuant to an exchangeable note agreement entered into between the WFOE and the Jingkai Fund in
September 2021. Such pledge will be terminated upon the listing of our securities on Nasdaq.

Insurance

We maintain various insurance policies to safeguard ourselves against risks and unexpected events. We maintain
property insurance, public liability insurance, commercial general liability insurance, employer’s liability insurance,
driver’s liability insurance, and inland transit insurance. In addition to providing social security insurance for our
employees as required by applicable laws, we also provide supplemental commercial medical insurance for our
employees. We do not maintain business interruption insurance or key-man insurance. We believe that our insurance
coverage is adequate to cover our key assets, facilities, and liabilities.

Legal Proceedings

We may from time to time be subject to various legal or administrative claims and proceedings arising in the
ordinary course of our business. We are currently not a party to any material legal or administrative proceedings.

Litigation or any other legal or administrative proceeding, regardless of the outcome, is likely to result in substantial
costs and diversion of our resources, including our management’s time and attention.

131



TABLE OF CONTENTS

GOVERNMENT REGULATIONS

PRC Government Regulations

This section sets forth a summary of the most significant rules and regulations that affect our business activities in
China.

Regulations on Foreign Investment in China

Guidance Catalog of Industries for Foreign Investment

Investments in China by foreign investors and foreign-invested enterprises are regulated by (i) the Special
Management Measures (Negative List) for the Access of Foreign Investment (2021 Version), or the 2021 Negative
List, which was jointly promulgated by the Ministry of Commerce and the NDRC on December 27, 2021 and took
effect on January 1, 2022, and (ii) the Catalog of Industries for Encouraged Foreign Investment (2022 Version), or
the 2022 Encouraged Catalog, which was jointly promulgated by the Ministry of Commerce and the NDRC on
October 26, 2022 and took effect on January 1, 2023. The 2022 Encouraged Catalog and the 2021 Negative List set
out the industries and economic activities in which foreign investment in China is encouraged, restricted, or
prohibited. Pursuant to the 2022 Encouraged Catalog, the research and development and manufacture of
automobiles, the research and development and manufacture of key parts and components of intelligent vehicles,
and the research and development and manufacture of key parts and components of intelligent vehicles of new
energy vehicles fall within the encouraged category. However, the 2021 Negative List provides that foreign investors
shall hold no more than 50% of the equity interest in a service provider operating certain value-added
telecommunications services (other than for e-commerce, domestic multi-parties communications, storage and
forwarding categories, call centers).

Foreign Investment Law

On March 15, 2019, the PRC National People’s Congress promulgated the Foreign Investment Law, or the 2019
PRC Foreign Investment Law, which came into effect on January 1, 2020. The 2019 Foreign Investment Law
embodies an expected regulatory trend in mainland China 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-invested enterprises in China. The 2019 Foreign Investment Law establishes the basic
framework for the access to, and the promotion, protection, and administration of foreign investments in view of
investment protection and fair competition. Furthermore, the 2019 PRC Foreign Investment Law stipulates that
foreign-invested enterprises established according to the previously existing laws regulating foreign investment may
maintain their structure and corporate governance within five years after the implementation of the 2019 PRC
Foreign Investment Law.

The 2019 Foreign Investment Law stipulates that foreign-invested enterprises operating in “restricted” or
“prohibited” industries in the Negative List will be required to obtain market-entry clearance and other approvals
from relevant PRC government authorities.

On December 26, 2019, the State Council approved the Implementation Regulations of Foreign Investment Law,
which took effect on January 1, 2020, and further requires equal treatment of PRC domestic companies and foreign-
invested enterprises in terms of policy making and implementation. On December 26, 2019, the PRC Supreme
People’s Court issued an Interpretation on the Application of Foreign Investment Law, which took effect on
January 1, 2020. This interpretation applies to all contractual disputes arising from the acquisition of the relevant
rights and interests by a foreign investor by way of gift, division of property, merger of enterprises, or division of
enterprises.

Regulations Relating to Manufacturing Passenger Vehicles

Pursuant to the Provisions on Administration of Investment in Automotive Industry, which was promulgated by the
NDRC and became effective on January 10, 2019, enterprises are encouraged to, through equity investment and
production capacity cooperation, facilitate mergers and restructuring, enter into strategic alliances, carry out joint
research and development of products, organize joint manufacturing, and increase industrial integration. The leading
resources in production, education, research, application, and other areas
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are encouraged to be integrated, and core enterprises in the automotive industry are encouraged to form industrial
alliance and industrial consortium.

Pursuant to the Administrative Rules on the Admission of New Energy Vehicle Manufacturers and Products, last
amended on July 24, 2020 and effective from September 1, 2020, to be included in the Vehicle Manufacturers and
Products Announcement, our vehicles must satisfy certain conditions, including, among others, meeting certain
standards set out therein, meeting other safety and technical requirements specified by the MIIT, and passing
inspections conducted by a state-recognized inspection institution. After these conditions are met and the application
has been approved by the MIIT, the qualified vehicles will be included in the Vehicle Manufacturers and Products
Announcement by the MIIT. If a passenger vehicle manufacturer manufactures or sells any model of a passenger
vehicle without prior approval of the competent authorities, including the inclusion in the Vehicle Manufacturers
and Products Announcement by the MIIT, it may be subject to penalties, including fines, forfeiture of any illegally
manufactured and sold vehicles and spare parts, and revocation of its business licenses.

Regulations on Compulsory Product Certification

Pursuant to the Regulations on Certification and Accreditation last amended on July 20, 2023, certification and
accreditation activities in mainland China shall comply with these regulations. Under the Administrative Regulations
on Compulsory Product Certification, which took effect on November 1, 2022, the List of the First Batch of
Products Subject to Compulsory Product Certification, which took effect on December 3, 2001, and the Compulsory
Product Certification Catalogue Description and Definition Form, which was last amended on August 10, 2023, the
SAMR is responsible for the regulation and quality certification, and vehicle wireless terminal and vehicle wireless
module cannot be delivered, sold, imported, or used in operating activities until certified by designated PRC
certification authorities as qualified products and granted certification marks, otherwise the violator shall be ordered
to make correction and be imposed with a fine ranging from RMB50,000 to RMB200,000 and the illegal income
shall be confiscated.

Regulations on Intelligent Connected Vehicles and Autonomous Driving

On March 24, 2021, the Ministry of Public Security, or the MPC issued the Draft Proposed Amendments of the
Road Traffic Safety Law (Proposed Amendments). The Proposed Amendments clarify the requirements related to
road testing of, and access by, vehicles equipped with autonomous driving functions, as well as regulating how
liability for traffic violations and accidents will be allocated. The Proposed Amendments stipulate that vehicles
equipped with autonomous driving functions should first pass tests in closed roads and venues and obtain temporary
license plates before embarking on road testing. Further, such road testing should be conducted at designated times,
areas and routes in accordance with the law. After passing the road test, vehicles equipped with autonomous driving
functions can be manufactured, imported and sold in accordance with the relevant laws and regulations, and those
needing access to the road must apply for motor vehicle number plates. The Proposed Amendments provide that
when vehicles equipped with autonomous driving functions and human driving modes are involved in road traffic
violations or accidents, the responsibility of the driver or the autonomous driving system developer shall be
determined in accordance with laws, as well as the liability for damage. For vehicles on the road that are equipped
with autonomous driving functions without human driving modes, this liability issue should be separately dealt with
by relevant departments of the State Council. As of the date of this prospectus, the aforementioned provision has not
been officially promulgated or implemented.

On July 27, 2021, the MIIT, the MPC and the Ministry of Transport, or the MOT, jointly issued the Good Practices
for the Administration of Road Test and Demonstration Application of Intelligent Connected Vehicles (for Trial
Implementation), or Circular 97, which became effective on September 1, 2021, and is the primary regulation
governing road tests and demonstrations of intelligent connected vehicles in China. Pursuant to Circular 97, any
entity intending to conduct a road testing of autonomous driving vehicles must obtain a road-testing certificate and a
temporary license plate for each tested vehicle. To qualify for above testing certificate and temporary license plate,
an applicant entity must satisfy, among others, the following requirements: (1) it must be an independent legal
person registered in PRC with the capacity to conduct intelligent connected vehicles-related businesses such as
manufacturing, technological research and testing of vehicles and vehicle parts, which has established protocol to
test and assess the performance of autonomous
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driving system and is capable of conducting real-time remote monitor of the road tested vehicles, and with the ability
of event recording, analysis and reproduction of the vehicles under road testing and ensuring the network security of
the vehicles under road testing and the remote monitor platforms; (2) the vehicle under road testing must be
equipped with a driving system that can switch between autonomous pilot mode and human operating mode in a
safe, quick and simple manner and allows human driver to take control of the vehicle any time immediately when
necessary; (3) the tested vehicle must be equipped with the functions of recording, storing and real-time monitoring
the condition of the vehicle and is able to transmit real-time data of the vehicle, such as the driving mode, location
and speed; (4) the applicant entity must sign an employment contract or a labor service contract with the driver of
the tested vehicle, who must be a licensed driver with more than three years’ driving experience and a track record
of safe driving and is familiar with the testing protocol for autonomous driving system and proficient in operating
the system; (5) the applicant entity must insure each tested vehicle for at least RMBS million against car accidents
or provide a letter of guarantee covering the same. In addition, during testing, the testing entity should post a
noticeable identification logo for autonomous driving test on each tested car and should not use autonomous driving
mode unless in the permitted testing areas specified in the road-testing certificate. If the testing entity intends to
conduct road testing in the region beyond the administrative territory of the certificate issuing authority, it must
apply for a separate road-testing certificate and a separate temporary license plate from the relevant authority
supervising the road-testing of autonomous cars in that region. In addition, the testing entity is required to submit to
the road-testing certificate issuing authority a periodical testing report every six months and a final testing report
within one month after completion of the road testing. In the case of a car accident causing severe injury or death of
personnel or vehicle damage, the testing entity must report the accident to the road-testing certificate issuing
authority within 24 hours and submit a comprehensive analysis report in writing covering cause analysis, final
liability allocation results, etc. within five working days after the traffic enforcement agency determines the liability
for the accident.

Under the Opinions of the MIIT on Strengthening the Administration of Intelligent Connected Vehicle
Manufacturers and Access of Products, which was issued by the MIIT and implemented on July 30, 2021, the
primary opinion that enterprises producing auto products with autonomous driving function shall ensure that the
auto products at least satisfy the following requirements: (i) it is capable of automatically identify the failure of the
autonomous driving system and whether the designed operating conditions are continuously met, and take risk
mitigation measures to achieve the minimum risk level; (ii) it is equipped with human-machine interaction function
displaying the operating condition of the autonomous driving system; (iii) it has an event data recording system and
autonomous driving data recording system to meet relevant functions, performance and safety requirements for
accident reconstruction, liability determination and cause analysis, etc.; (iv) it must satisfy the safety requirements to
ensure functional safety, expected functional safety, network safety and other process safety, as well as testing
requirements such as simulation nature, closed area, actual road, network safety, software upgrade, data recording, to
avoid foreseeable and preventable accidents under the designed operating conditions of the tested vehicles.

Pursuant to the Notice of the MIIT on Strengthening Network Safety and Data Safety Work of Vehicle Connectivity
issued by the MIIT and implemented on September 15, 2021, enterprises engaged in vehicle connectivity shall
strengthen the prevention and protection of intelligent connected vehicles safety, vehicle connectivity’s network
safety, vehicle connectivity’s service platform safety and data safety, and improve the safety standard system, for
network safety and data safety.

According to the Notice on Promoting the Development of Intelligent Connected Vehicles and Maintaining the
Security of Surveying and Mapping Geographic Information issued by the Ministry of Natural Resources on
August 25, 2022, if an intelligent connected vehicle is equipped with or integrated with certain sensors, the
collection, storage, transmission and processing of surveying and mapping geographic information and data,
including spatial coordinates, images, point clouds and their attribute information, of vehicles and surrounding road
facilities in the process of road test, will be considered surveying and mapping activities. Persons who collect, store,
transmit and process such surveying and mapping geographic information and data, will be the main actors of
surveying and mapping activities. Additionally, if any vehicle manufacturer, service provider or smart driving
software provider that is a foreign-invested enterprise needs to engage in the collection, storage, transmission and
processing of surveying and mapping geographic information and data, it shall entrust an agency with surveying and
mapping qualification to carry out the intended activities, and the entrusted agency
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shall undertake the collection, storage, transmission and processing of the relevant spatial coordinates, images, point
clouds and their attribute information and other businesses, and provide geographic information service and support.

Regulations on Automobile Sales

According to the Administrative Measures on Automobile Sales promulgated by the Ministry of Commerce on
April 5, 2017 and effective from July 1, 2017, automobile suppliers and dealers, after receiving a business license,
are required to file the basic information through the information management system for the national automobile
circulation operated by the competent commerce department of the State Council within 90 days; and such
automobile suppliers and dealers must update any change to their filed information within 30 days upon such change
in information.

Regulations on the Recall of Defective Automobiles

According to the Administrative Provisions on Defective Automotive Product Recalls, amended on March 2, 2019,
the product quality supervision department of the State Council is in charge of the supervision and administration of
recalls of defective automobile products nationwide. If an automobile producer is informed of any possible defect in
its automobile products, it shall immediately organize an investigation and analysis and truthfully report the results
of the investigation and analysis to the product quality supervision department of the State Council. If an automobile
producer confirms the existence of a defect in its automobile products, it shall immediately cease the production, sale
or import of the defective automobile products and recall all such defective products, and at the same time, it shall
formulate a recall plan and file it with the product quality supervision and management department of the State
Council. Any recall plan previously filed shall be filed again if there is any change to it. If the producer fails to
implement the recall, the product quality supervision department of the State Council shall order the recall. If any
automobile producer conceals a defect, refuses to recall by order or fails to stop producing or selling or importing the
defective automobile products, it will be ordered to make a correction and subject to fines. Any illegal income will
be confiscated, and in severe cases, the relevant permit will be revoked by the licensing authority.

According to the Implementation Rules on the Administrative Provisions on Defective Automotive Product Recalls
amended on October 23, 2020, the SAMR is responsible for the supervision and administration of recalls of
defective automobile products nationwide. To implement a recall, the producer shall formulate a recall plan and file
it with the SAMR and notify its operators in an effective manner. If a producer modifies a recall plan that is
previously filed, it shall file it again with the SAMR and submit explanatory materials. The producer shall release the
information of the defective automobile products and the information related to the implementation of a recall in
ways that are convenient for the public to receive such information, such as through newspapers, websites, radio and
television, and inform owners of the automobile products of such defects, emergency treatment to avoid damage and
the producer’s measures to eliminate the defects.

According to the Circular on Further Improving the Regulation of Recall of Automobile with OTA Technology
promulgated by the SAMR on November 23, 2020 and effective from the same date, automobile producers that
provide technical services through OTA, in respect of the vehicles sold, are required to complete filing with the
SAMR. If a producer adopts the OTA method to eliminate defects in automobile products and implements a recall, it
shall formulate a recall plan and file it with the SAMR. If the OTA method fails to effectively eliminate defects or
cause new defects, the producer shall take recall measures again.

According to the Notice on the Filing of Online Upgrade of Automotive Software promulgated and implemented by
the MIIT Equipment Industry Development Center on April 15, 2022, filing shall be made for a vehicle
manufacturer that has obtained the manufacturing permission license for road vehicles, the vehicle products with
OTA upgrade function produced by it and the OTA upgrade activities conducted, with tiered filing based on the
impact assessment of specific upgrading activities. In particular, it can be divided into three categories: (i) for
upgrading activities not involving changes in product safety, environmental protection, energy saving, anti-theft and
other technical performance, enterprises may directly conduct such upgrading activities after filing; (ii) for
upgrading activities involving changes in product safety, environmental protection, energy saving, anti-theft and
other technical performance, enterprises shall submit verification materials to ensure that the products comply with
national laws and regulations, technical standards and specifications as well as other relevant requirements. Among
them, for upgrading activities involving the change of technical
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parameters in the Notice, enterprises shall apply for product change or extension with the MIIT in accordance with
the management requirements of the Notice before filing such upgrading activities, with such upgrade subject to the
completion of product admission under the Notice according to the process, so as to ensure the consistency of
vehicle product production; (iii) for upgrading activities involving vehicle autonomous driving functions (level 3
and above of driving automation classification), they should be approved by the MIIT.

According to the Guiding Opinions on Further Strengthening the Construction of Safety System for New Energy
Vehicle Enterprises issued by the General Office of the MIIT, the General Office of the MPC, the General Office of
the MOT, the General Office of the Ministry of Emergency Management and the SAMR on March 29, 2022, it
proposed to comprehensively enhance the safety capabilities of enterprises in safety management mechanism,
product quality, operation monitoring, after-sales service, accident response and handling, as well as network
security, improve the safety of new energy vehicles, and promote the high-quality development of the new energy
vehicle industry.

Regulation on Import and Export of Goods

Pursuant to PRC Foreign Trade Law promulgated on May 12, 1994 and last amended on December 30, 2022,
foreign trade operators shall submit documents and material related to its foreign trade activities to the relevant
authorities in accordance with the provisions promulgated by the foreign trade authorities of the State Council or
other relevant State Council departments in accordance with the law.

According to the PRC Customs Law last amended on April 29, 2021, where a consignee or consignor of import or
export goods goes through customs declaration procedures, it shall file for record with the customs, and in the event
customs declaration business is engaged in without being filed with the customs, the customs shall impose a fine
against the entity concerned. Under the Administrative Provisions of the Customs on Record-filing of Customs
Declaration Entities, which took effect on January 1, 2022, customs declaration entities include consignees or
consignors of import or export goods that have filed for record with customs in accordance with these provisions,
and consignors or consignees of import or export goods that apply for record-filing shall have obtained market entity
qualifications. Record-filing of customs declaration entities shall be valid permanently.

Regulations on Product Liability and Consumer Protection

On May 28, 2020, the National People’s Congress approved the PRC Civil Code, which took effect on January 1,
2021. According to the Civil Code, if defective products are identified after they have been put into circulation, their
manufacturers or sellers must timely take remedial measures such as warning announcement and product recall. If
damage arises from a defective product, the aggrieved party may seek compensation from either the manufacturer or
the seller of the product. If the defect is caused by the seller, the manufacturer will be entitled to seek
indemnification from the seller upon compensation of the aggrieved party. If the products are manufactured or sold
with known defects causing deaths or severe health issues, punitive damages may be claimed in addition to
compensatory damages.

Pursuant to the PRC Product Quality Law last amended on December 29, 2018, a manufacturer is prohibited from
making or selling products that do not meet applicable standards and requirements for safeguarding human health
and ensuring human and property safety. Products must be free from unreasonable dangers threatening human and
property safety. Where a defective product causes physical injury to a person or property damage, the aggrieved
party may claim compensation against the manufacturer or the seller of the product. Manufacturers and sellers of
non-compliant products may be ordered to cease the manufacture or sale of the products and could be subject to
confiscation of the products or fines. Income from sales in contravention of such standards or requirements may also
be confiscated, and in severe cases, the business license may be revoked.

Our business is subject to a variety of consumer protection laws, including the PRC Consumer Rights and Interests
Protection Law, which was amended in 2013 and took effect on March 15, 2014. This law imposes stringent
requirements and obligations on business operators. For example, business operators should guarantee that the
products and services they provide satisfy the requirements for personal or property safety, and provide consumers
with authentic information about the quality, function, usage, and term of validity of the products or services. Failure
to comply with these consumer protection laws could subject us to
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administrative sanctions, such as the issuance of a warning, confiscation of illegal income, imposition of fines, an
order to cease business operations, or revocation of business licenses, as well as potential civil or criminal liabilities.

Regulations Relating to Battery Recycling for Electric Vehicles

The Interim Measures for the Administration of Recycling Traction Batteries of New Energy Vehicles, which was
promulgated by the MIIT in conjunction with the Ministry of Science and Technology, or the MOST, the Ministry
of Environmental Protection (or the MEE, later known as Ministry of Ecology and Environment), the MOT, the
Ministry of Commerce, the AQSIQ and the National Energy Administration of the PRC, or the NEA on January 26,
2018 and effective from August 1, 2018, implements the system of extended responsibility of producers, according
to which the main responsibility for traction battery recycling is borne by automobile manufacturers, and relevant
enterprises shall fulfil their corresponding responsibilities in all aspects of traction battery recycling and utilization
to ensure the effective use and environmentally-friendly disposal of traction batteries.

According to the Interim Provisions on Traceability Management of Traction Battery Recycling for New Energy
Vehicles, which was effective from August 1, 2018, the “Integrated Management Platform for National Monitoring
of New Energy Vehicles and Traceability of Traction Battery Recycling and Utilization” shall be established to
collect information on the whole lifecycle of traction battery production, sales, use, disposal, recycling and
utilization, and to monitor the fulfilment of the responsibility of battery recycling and utilization by the subjects of
each link. From the effective date of the Interim Provisions on Traceability Management of Traction Battery
Recycling for New Energy Vehicles, the new energy vehicle products that have obtained the Announcement of
Road Power-Driven Vehicle Manufacturing Enterprises and Products and the imported new energy vehicles that
have obtained compulsory product certification are managed in a traceable manner. For the new energy vehicle
products that have obtained access approval and the imported new energy vehicles that have obtained compulsory
product certification before the effective date of the Interim Provisions on Traceability Management of Traction
Battery Recycling for new energy vehicles, the implementation of traceability management will be delayed for
12 months. If, after the deadline, it is necessary to use traction batteries that are not coded according to national
standards in the process of maintenance or other processes, an explanation shall be submitted.

According to Requirements of the Industry Standards for the Comprehensive Utilization of Wasted Power Storage
Batteries of New Energy Vehicles and Interim Measures for the Administration of the Announcement of the
Industry Standards for the Comprehensive Utilization of Wasted Power Storage Batteries of New Energy Vehicles
promulgated by the MIIT on December 16, 2019 and became effective on the same date, enterprises that carry out
echelon recovery or recycling recovery of wasted power storage batteries of New Energy Vehicles shall follow the
principle of echelon recovery first, and then recycling recovery to improve the comprehensive utilization according
to the national and industrial standards and technical information such as dismantling, disassembling and historical
data of power storage batteries provided by new energy vehicle manufacturers and other manufacturers. Established
new energy vehicle manufacturers and energy vehicle batteries manufacturers are encouraged to participate in new
comprehensive utilization projects.

Favorable Government Policies Relating to New Energy Vehicles in mainland China

Government Subsidies for New Energy Vehicle Purchasers

According to the Notice by the Ministry of Finance of the PRC, or the MOF, the MOST, the MIIT and the NDRC of
the Policies on Government Subsidies for Promotion and Application of New Energy Vehicles in 2016 — 2020
jointly promulgated by the MOF, the MOST, the MIIT and the NDRC on April 22, 2015 and effective from the
same date, those who purchase new energy vehicles included in the Catalog of Recommended New Energy Vehicle
Models for Promotion and Application from 2016 to 2020 may obtain subsidies. The Notice specifies that the
subject of the subsidies for new energy vehicles purchases are consumers, who shall receive the subsidy in the form
of an amount settled between the new energy vehicle manufacturer and the consumer at the price after deducting the
subsidy when selling the product, and then the subsidy advanced by the enterprise shall be paid by the central
government to the new energy vehicle manufacturer in accordance with procedures. According to the Notice, the
subsidy standard for other models (excluding fuel cell vehicles)
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for 2017 to 2020 is appropriately reduced, of which, the subsidy standard for 2017 to 2018 is reduced by 20% as
compared to that of 2016, and for 2019 to 2020 by 40% as compared to that of 2016.

According to the Notice of Adjusting the Policies on Government Subsidies for Promotion and Application of New
Energy Vehicles jointly promulgated by the MOF, the MOST, the MIIT and the NDRC on December 29, 2016 and
effective from January 1, 2017, the threshold of the Catalog of Recommended Models for obtaining government
subsidy was raised and the subsidy from local government shall not exceed 50% of the subsidy from the central
government for every vehicle. Meanwhile, it specifies that the central and local subsidy standards and caps for other
models (excluding fuel cell vehicles) from 2019 to 2020 shall be reduced by 20% as compared to the then existing
subsidy standards.

According to the Notice of Adjusting and Improving the Policies on the Government Subsidies for Promotion and
Application of New Energy Vehicles (or referred to as the “2018 Notice of the Polices on Government Subsidies for
Vehicles”) and the Notice of Further Improving the Policies on Government Subsidies for Promotion and
Application of New Energy Vehicles (or referred to as the “2019 Notice of the Polices on Government Subsidies for
Vehicles”) jointly promulgated by the MOF, the MOST, the MIIT and the NDRC between 2018 and 2019, the
aforementioned notices gradually adjusted the subsidy scheme for the promotion of new energy vehicles and the
product technical specifications for new energy vehicles.

According to the Notice of Improving the Policies on Government Subsidies for Promotion and Application of New
Energy Vehicles (or referred to as the “2020 Notice of the Policies on Government Subsidies for Vehicles”) jointly
promulgated by the MOF, the MOST, the MIIT and the NDRC on April 23, 2020 and came into effect on the same
day, the implementation period of the policies on government subsidies for new energy vehicles was extended to the
end of 2022, and it confirms that the subsidy standards for 2020 to 2022 shall be in principle reduced by 10%, 20%
and 30% respectively from a year earlier, and the subsidized vehicles shall be in principle capped at approximately
2 million units per year. The Notice stipulates that since 2020, new energy passenger vehicles and commercial
vehicles enterprises shall make a single application for subsidy settlement of 10,000 and 1,000 units respectively,
and new energy passenger vehicles must be sold for not more than RMB300,000 before the subsidy, except for the
vehicles adopting battery-swapping technology. The abovementioned four departments jointly promulgated the
Notice on Further Improving the Policies on Government Subsidies for Promotion and Application of New Energy
Vehicles (or referred to as the “2021 Supplementary Notice of the Polices on Government Subsidies for Vehicles”)
on December 31, 2020, which specifies that the subsidy standard for new energy vehicles in 2021 shall be reduced
by 20% as compared to that of 2020. The abovementioned four departments further jointly promulgated the Notice
of Improving the Policies on Government Subsidies for Promotion and Application of New Energy Vehicles in 2022
(or referred to as the “2022 Supplementary Notice of the Policies on Government Subsidies for Vehicles”) on
December 31, 2021, which specifies that the subsidy standard for new energy vehicles in 2022 shall be reduced by
30% as compared to that of 2021 and it also specifies that the 2022 policies on government subsidies for new energy
vehicles shall end on December 31, 2022.

Exemption of Vehicle Purchase Tax

On June 19, 2023, the MOF, the SAT and the MIIT promogulated the Announcement on the Continuation and
Optimization of Vehicle Purchase Tax Relief Policies for New Energy Vehicles, which stipulates that for purchases
of qualified new energy vehicles listed in the Catalog of New Energy Vehicle Models Exempted from Vehicle
Purchase Tax jointly issued by MIIT and the SAT, the policy on vehicle purchase tax exemption was extended until
December 31, 2025, provided that the exemption amount for each new energy passenger vehicle shall not exceed
RMB30,000. New energy vehicles purchased during the period from January 1, 2026 to December 31, 2027 are
subject to the Vehicle Purchase Tax at a 50% reduced rate, provided that the reduced tax amount for each new
energy passenger vehicle shall not exceed RMB15,000.

Non-Imposition of Vehicle and Vessel Tax

According to the Notice of the Policies on Energy-saving and New-energy Vehicles Enjoying Vehicle and Vessel
Tax Reduction and Exemption jointly promulgated by the MOF, the MOT, the SAT, and the MIIT on July 10, 2018
and effective from the same date, purely electric passenger vehicles are not subject to vehicle and vessel tax.
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New Energy Vehicle License Plates

In recent years, in order to ease road traffic congestion and improve air quality, certain local governments have
issued restrictions on the issuance of vehicle license plates. These restrictions generally do not apply to the issuance
of license plates for new energy vehicles, which makes it easier for purchasers of new energy vehicles to obtain
automobile license plates. For example, pursuant to the Implementation Measures on Encouraging Purchase and Use
of New Energy Vehicles in Shanghai, effective from March 1, 2021, from the date of implementation to
December 31, 2023, the special plate quota will be issued for free to qualified consumers who purchase new energy
vehicles, while from January 1, 2023, the special license plate quota will no longer issued to consumers who
purchase plug-in hybrid (including extended-range) vehicles.

Policies Relating to Incentives for Electric Vehicle Charging Infrastructure

According to the Guiding Opinions of the General Office of the State Council on Accelerating the Promotion and
Application of New Energy Vehicles effective on July 14, 2014, the Guiding Opinions of the General Office of the
State Council on Accelerating the Construction of Electric Vehicle Charging Infrastructure effective on
September 29, 2015 and the Guidance on the Development of Electric Vehicle Charging Infrastructure (2015 —
2020) effective on October 9, 2015, the PRC government has actively promoted the construction of charging
infrastructure and requires local governments to actively build urban public charging facilities and appropriately
simplify relevant planning and construction approval, improve the policies on fiscal prices and gradually standardize
the charging services pricing mechanism.

According to the Notice on Accelerating the Development of Electric Vehicle Charging Infrastructure in Residential
Areas jointly promulgated by the NDRC, the NEA, the MIIT and the Ministry of Housing and Urban-Rural
Development of the PRC, or the MOHURD on July 25, 2016, new residential areas shall unify the laying of power
supply lines to dedicated fixed parking spaces with pre-reserved room for meter boxes, charging facility installation
locations and electricity capacity, and develop the construction plans on power supply facilities for public parking
spaces according to local conditions, facilitating the construction and installation of charging infrastructure, and
local governments are encouraged to take the lead in developing a comprehensive pilot construction program for the
construction and operation of charging infrastructure in residential areas and actively carrying out pilot
demonstrations.

According to the Development Plan for the New Energy Vehicle Industry (2021 —2035) promulgated by the General
Office of State Council on October 20, 2020, China will accelerate construction of charging infrastructure, improve
the level of charging infrastructure services, and encourage business model innovation.

Pursuant to the Notice on the Issuance of Financial Support to Facilitate Efforts in Reaching Peak Carbon Dioxide
Emissions and Carbon Neutralization issued by the MOF on May 25, 2022, it proposes to vigorously support the
development of new energy vehicles and improve the supporting policies for charging and replacement
infrastructure.

Pursuant to the Opinions on Promoting Urbanization Construction with County Towns as an Important Carrier
issued and implemented by the General Office of the CPC Central Committee and the General Office of the State
Council on May 6, 2022, it emphasizes to improve municipal transportation facilities. One of the initiatives is to
accelerate the construction of charging piles by optimizing the construction layout of public charging and
replacement facilities.

According to the Implementation Plan for New-type Urbanization During the 14th Five-Year promulgated by the
NDRC on June 21, 2022, it will optimize the construction layout of public charging facilities, improve the charging
facilities of residential areas and public parking, and construct charging facilities or reserve installation conditions
for all the reserved parking spaces of new residential areas.

According to the Implementation Plan for Reaching Peak Carbon Dioxide Emissions in Urban-Rural Development
promulgated and implemented by the MOHURD and the NDRC on June 30, 2022, it encouraged the selection of
new energy vehicles and promoted the construction of community charging and replacement facilities.
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Corporate Average Fuel Consumption and New Energy Vehicle Credit Schemes for Vehicle Manufacturers
and Importers

On September 27, 2017, the MIIT, the MOF, the MOFCOM, the General Administration of Customs of PRC and
the SAMR jointly promulgated the Measure for the Parallel Administration of the Corporate Average Fuel
Consumption and New Energy Vehicle Credits of Passenger Vehicle Enterprises (Parallel Credits Measure), which
were most recently amended on June 29, 2023 and took effect on August 1, 2023. Under the Parallel Credits
Measure, each of the vehicle manufacturers and vehicle importers above a certain scale is required to, among other
things, maintain its new energy vehicles credits, or the new energy vehicle credits, and corporate average fuel
consumption credits, above zero, regardless of whether new energy vehicles or vehicles powered by ICEs, or the
ICE vehicles are manufactured or imported by it, and new energy vehicle credits can be earned only by
manufacturing or importing new energy vehicles. Therefore, new energy vehicle manufacturers will enjoy
preferences in obtaining and calculating new energy vehicle credits.

New energy vehicle credits are equal to the aggregate actual scores of a vehicle manufacturer or a vehicle importer
minus its aggregate targeted scores. According to the Parallel Credits Measure, the actual scores shall be calculated
by multiplying the score of each new energy vehicle model, which depends on various metrics such as the driving
range, battery energy efficiency and the rated power of fuel cell systems, and is calculated based on formula
published by MIIT (in the case of battery electric vehicle, the new energy vehicle credit of each vehicle is equal to
(0.0034 x Vehicle Mileage + 0.2) x Mileage Adjustment Coefficient x Battery Energy Density Adjustment
Coefficient x Electricity Consumption Coefficient), by the respective production or import volume, while the
targeted scores shall be calculated by multiplying the annual production or import volume of traditional ICEs of a
vehicle manufacturer or importer by the new energy vehicle credit ratio set by the MIIT. The new energy vehicle
credit ratios are 14%, 16% and 18% for the year of 2021, 2022 and 2023, respectively, increasing from 10% and
12% for 2019 and 2020, respectively. Excess positive new energy vehicle credits are tradable and may be sold to
other enterprises through a credit management system established by the MIIT while excess positive corporate
average fuel consumption credits can only be carried forward or transferred among related parties. Negative new
energy vehicle credits can be offset by purchasing excess positive new energy vehicle credits from other
manufacturers or importers.

According to these measures, the requirements on the new energy vehicle credits shall be considered for the entry
approval of passenger vehicle manufacturers and products by the regulators. If a passenger vehicle enterprise fails to
offset its negative credits, its new products, if the fuel consumption of which does not reach the target fuel
consumption value for a certain vehicle models as specified in the Evaluation Methods and Indicators for the Fuel
Consumption of Passenger Vehicles, will not be listed in the Announcement of the Vehicle Manufacturers and
Products issued by the MIIT, or will not be granted the compulsory product certification, and the vehicle enterprises
may be subject to penalties according to the relevant rules and regulations.

Recent Policies to Promote New Energy Vehicle Consumption

Pursuant to the Guiding Opinions on Further Promoting Electric Energy as Replacement jointly issued by ten
ministries and commissions including the NDRC and the MIIT on March 4, 2022, it proposes to further promote the
electrification of the transportation sector. It suggests the acceleration of the electrification of urban public transport
by prioritizing the use of new energy vehicles in sectors such as urban public transport, taxis, sanitation, postal
services, logistics and distribution. Where vehicles and equipment need to be added and replaced in key areas of air
pollution prevention and control such as ports and airports, those areas shall prioritize the use of new energy
vehicles. Besides, it vigorously promotes household electric vehicles and speeds up the construction of infrastructure
such as electric vehicle charging piles.

Pursuant to the Opinions on Further Unleashing Consumption Potential to Promote Sustained Recovery of
Consumption issued and implemented by the General Office of the State Council on April 25, 2022, it emphasizes to
break down the barriers of consumption restrictions. One of the initiatives is to steadily increase the consumption of
automobiles and other consumption in bulk stocks and no additional vehicle purchase restriction measures shall be
issued in all regions. In the regions where purchase restrictions have been implemented, it shall gradually increase
the number of vehicle increment indicators, relax the eligibility criteria for vehicle purchasers, and gradually remove
vehicle purchase restrictions based on local conditions; vigorously develop green consumption and continue to
support the acceleration of development of new energy vehicles,
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as well as fully tap into the consumption potential in counties and townships, while emphasizing on guiding
enterprises to carry out promotions in rural areas with the focus on automobiles and home appliances, encouraging
eligible areas to introduce new energy vehicles and green smart home appliances to the countryside, and promoting
the construction of charging piles (stations) and other supporting facilities, so as to fully explore consumption
potentials from counties and villages.

Pursuant to the Notice of the State Council on Issuance of a Series of Policies and Measures to Consolidate and
Stabilize the Economy issued by the State Council on May 31, 2022, it emphasizes to steadily increase the
consumption of automobiles and other consumption in bulk stock, and no additional automobile purchase restrictions
shall be issued in all regions. In the regions where purchase restrictions have been implemented, it shall gradually
increase the number of vehicle increment indicators, relax the eligibility criteria for vehicle purchasers, and
encourage the implementation of differentiated policies based on urban and rural indicators; optimize the
investment, construction and operation models of new energy vehicle charging piles (stations), and gradually realize
full coverage of charging facilities in all communities and operating parking lots, and accelerate the construction of
charging piles (stations) in expressway service areas, passenger transport hubs and other areas.

According to the Notice on the Measures for Invigorating Automobile Circulation and Boosting Automobile
Consumption issued by 17 departments including the Ministry of Commerce on July 5, 2022, it provided to
(i) support the purchase and use of new energy vehicles; (ii) accelerate the activation of the second-hand cars
market; (iii) promote vehicle renewal consumption; (iv) promote the sustainable and healthy development of the
parallel import of vehicles; (v) optimize the environment for vehicle use; (vi) enrich vehicle financing services.

In addition, various provinces and cities recently have also actively responded and introduced tailor-made local
polices for promoting vehicle consumption. For example: (i) On April 27, 2022, the General Office of the
Guangdong Province People’s Government issued the Notice on Several Measures for Further Promoting
Consumption in Guangdong Province, which emphasizes to encourage vehicle consumption. Firstly, the special
campaign for automobile “old for new” service will continue, and subsidies are granted to those who scrap or
transfer out old vehicles with license plates registered in Guangdong under their names and buy new ones in their
respective provinces with old-for-new promotion models and licensed in the province. Among which, subsidies for
scraping old vehicles and purchasing new energy vehicles are RMB10,000 per unit and for scraping old vehicles and
purchasing ICE vehicles are RMBS5,000 per unit; subsidies for transferring out old cars and purchasing new energy
vehicles are RMBS8,000 per unit and for transferring out old cars and purchasing ICE vehicles are RMB3,000 per
unit. Secondly, it encourages purchase of new energy vehicles. From May 1 to June 30, 2022, subsidies for
individual consumers who purchase new energy vehicle models within the range of old-for-new promotion models
in their respective provinces are RMB8,000 per unit. Thirdly, it optimizes car purchase management. It further
revises and improves the regulations on car purchase qualifications, and increases the number of vehicle incremental
indicators; (ii) On May 24, 2022, the People’s Government of Hubei Province issued the Notice of the General
Office of the Provincial People’s Government on the Issuance of Certain Measures to Accelerate the Recovery and
Boosting of Consumption to encourage automobile consumption, the key measures include: (x) the implementation
of a special campaign to exchange old vehicles for new ones from June to December 2022, which provides subsidies
to individual consumers who scrap or transfer out old vehicles with Hubei license plates under their names while
purchasing new vehicles in Hubei Province and registering them in the province, with the required funds to be
shared among the provincial government and municipalities at 50% respectively. Among which: subsidies for
scrapping old vehicles and purchasing new energy vehicles are RMB8,000 per vehicle, and subsidies for scrapping
old vehicles and purchasing ICE vehicles are RMB3,000 per vehicle; subsidies for transferring out old vehicles and
purchasing new energy vehicles are RMBS5,000 per vehicle, and subsidies for transferring out old vehicles and
purchasing fuel vehicles are RMB2,000 per vehicle. The tax reduction policy of reducing the VAT on second-hand
vehicle transactions from 2% to 0.5% will be fully implemented to reduce the costs of second-hand vehicle trading
and improve circulation efficiency. Vehicle production will be encouraged and trading enterprises are encouraged to
adopt various methods to benefit consumers; (y) the organization and implementation of a new round of new energy
vehicle introduction to the countryside; and (z) carrying out new energy vehicle promotion activities and the
implementation of the existing national promotion subsidy and exemption from vehicle purchase tax policy for
consumers (including business units) who purchase new energy vehicles.
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Regulations on Value-Added Telecommunications Services

In 2000, the PRC State Council promulgated the Telecommunications Regulations of the PRC, or the
Telecommunications Regulations, which was most recently amended on February 6, 2016 and provides a regulatory
framework for telecommunications services providers in the PRC. The Telecommunications Regulations categorize
all telecommunications businesses in China as either basic or value-added. Value-added telecommunications
services are defined as telecommunications and information services provided through public network infrastructure.
Pursuant to the Classified Catalogue of Telecommunications Services, an attachment to the Telecommunications
Regulations, which was most recently updated on June 6, 2019 by the MIIT, internet information services, or ICP
services, are classified as value-added telecommunications services. Under the Telecommunications Regulations and
relevant administrative measures, commercial operators of value-added telecommunications services must first
obtain a license for conducting Internet content provision services, or an ICP license, from the MIIT or its provincial
level counterparts. Otherwise, such operator might be subject to sanctions including corrective orders and warnings,
imposition of fines and confiscation of illegal gains and, in the case of significant infringement, orders to close the
website.

Pursuant to the Administrative Measures on Internet Information Services, promulgated by the State Council in
September, 2000 and amended in January, 2011, “internet information services” refer to the provision of
information through the internet to online users, and are divided into “commercial internet information services” and
“non-commercial internet information services”. A commercial ICP service operator must obtain an ICP license
before engaging in any commercial ICP services in China, while the ICP license is not required if the operator will
only provide internet information on a non-commercial basis.

According to the Provisions on the Administration of Mobile Internet Applications Information Services amended
by the CAC on June 14, 2022 and effective on August 1, 2022, the CAC is in charge of the law enforcement of
supervision and administration of the information contents of mobile internet apps nationwide; providers rendering
permitted internet information services via mobile internet applications shall also be subject to information security
requirements; and mobile internet application providers shall sign a service agreement to clarify the rights and
obligations of both parties.

Under the 2021 Negative List, the provision of value-added telecommunications services falls into the restricted
category (other than for e-commerce, domestic multi-parties communications, storage and forwarding categories,
call centers) and the foreign shareholding ratio shall not exceed 50%.

Regulations on Cyber Security and Privacy Protection

Internet Information and A ive Data Security

Pursuant to the PRC Cybersecurity Law issued by the SCNPC on November 7, 2016 and implemented on June 1,
2017, the state shall implement the multi-level protection scheme for network cybersecurity. Network operators
shall, according to the requirements of laws and requirements as well as the mandatory requirements of national and
industry standard, develop internal security management mechanisms, take technical measures and other necessary
measures to ensure network security and stable operation. Under the Cybersecurity Law of PRC, where network
operators provide network access and domain registration services for users, handle network access formalities for
fixed-line or mobile phone users, or provide users with information release services, instant messaging services and
other services, they shall require users to provide true identity information, or otherwise, the network operators shall
not provide them with relevant services. The PRC Cybersecurity Law also specifies that the network operators shall
provide technical support and assistance to public security organs and state security organs for safeguarding national
security and crime investigation activities. Network operators in violation of the provisions of this law may be
subject to penalties, such as being ordered to make rectifications, given warnings or fines, confiscated of unlawful
gains, ordered to a temporary suspension of operations, a suspension of business for corrections, closing down of
websites, revocation of relevant operations permits, etc.

According to the PRC Data Security Law passed by the SCNPC on June 10, 2021 and implemented on September 1,
2021, the state establishes a classified and tiered system for data protection. When conducting data processing
activities, one shall comply with laws and regulations, establish a sound, full-range data security and management
system, organize and conduct data security education and training as well as take
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corresponding technical measures and other necessary measures to protect data safety. The use of the internet and
other information networks to carry out data processing activities shall, on the basis of the multi-level protection
scheme for network cybersecurity, fulfil the obligations of data security protection. The handlers of important data
shall, in accordance with relevant provisions, carry out risk assessment on their data processing activities on a
regular basis and submit risk assessment reports to the relevant competent authorities. Relevant organizations and
individuals shall cooperate with public security departments or state security organs in obtaining data for the purpose
of safeguarding state security or investigating crimes according to law. Those who fail to fulfil the obligations of
data security protection and provide important data abroad in violation of the law will be ordered to correct, warned,
fined, suspended with their business or suspended for rectification, or revoked of relevant business licenses.

According to the Opinions on Severely Cracking Down on Illegal Securities Activities According to Law, or the
Opinions, jointly issued by the General Office of the CPC Central Committee and the General Office of the State
Council on July 6, 2021, China will strengthen the standard review in data security, cross-border data flow and
confidential information management.

On December 8, 2022, the MIIT issued the Administrative Measures for Data Security in the Field of Industry and
Information Technology, or the Data Security Measures in the IT Field, which took effect on January 1, 2023. Data
Security Measures in the IT Field provide that all businesses which handle industrial and telecoms data in China are
required to categorize such information into “general,” “important” and “core” and businesses processing
“important” and “core” data shall comply with certain filing and reporting obligations. Industrial data refer to data
produced and collected in the course of research and development design, manufacturing, operation and
management, operating and maintenance, and platform operation in various sectors and fields of industry. Telecoms
data refer to the data generated and collected in the course of telecommunications business operations. In accordance
with the Data Security Measures in the IT Field, the industrial and telecommunication data handlers shall classify
data firstly based on the data’s category and then based on its security level on a regular basis, to classify and
identify data based on the industry requirements, business needs, data sources and purposes and other factors, and to
make a data classification list. In addition, the industrial and telecommunication data handlers shall establish and
improve a sound data classification management system, take measures to protect data based on the levels, carryout
key protection of critical data, implement stricter management and protection of core data on the basis of critical
data protection, and implement the protection with the highest level of requirement if different levels of data are
processed at the same time. The Data Security Measures in the IT Field also impose certain obligations on industrial
and telecommunication data handlers in relation to, among others, implementation of data security work system,
administration of key management, data collection, data storage, data usage, data transmission, provision of data,
publicity of data, data destruction, safety audit and emergency plans, etc.

The Administrative Provisions on Security Vulnerability of Network Products was jointly promulgated by the MIIT,
the CAC and the MPC on July 12, 2021 and became effective on September 1, 2021. Network product providers,
network operators as well as organizations or individuals engaging in the discovery, collection, release and other
activities of network product security vulnerability are subject to the Provisions and shall establish channels to
receive information of security vulnerability of their respective network products and shall examine and fix such
security vulnerability in a timely manner. In response to the Cybersecurity Law, network product providers are
required to report relevant information of security vulnerability of network products with the MIIT within two days
and to provide technical support for network product users. Network operators shall take measures to examine and
fix security vulnerability after discovering or acknowledging that their networks, information systems or equipment
have security loopholes. According to the Provisions, the breaching parties may be subject to monetary fine as
regulated in accordance with the Cybersecurity Law. Since the Provisions is relatively new, uncertainties still exist
in relation to its interpretation and implementation.

According to the Several Provisions on the Management of Automobile Data Security (Trial Implementation)
(Provisions on Automobile Data) jointly issued by the CAC, NDRC, MIIT, the MPC and the MOT on August 16,
2021 and implemented on October 1, 2021, automobile data handlers including automobile manufacturers,
components and parts and software suppliers, dealers, maintenance organizations, and ride-hailing and sharing
service enterprises shall process automobile data in a lawful, legitimate, specific and clear manner, and such data
include personal information and important data involved during the design,
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production, sales, use, operation and maintenance, among others, of vehicles. Automobile data handlers are
encouraged by the Provisions on Automobile Data to adhere to the following principles: the principle of in-vehicle
processing, unless it is indeed necessary to transfer data out of the vehicle; the principle of non-collection by default;
the principle of appropriate accuracy and coverage, and the principle of desensitization. Automobile data handlers
shall obtain individual consent for processing personal information or rely on other legal bases in accordance with
applicable laws and regulations. Where the automobile data handlers collect data containing images of people
outside the vehicle and transmit the data out of the vehicle for the purpose of improving driving safety, and if it is
not possible to obtain the consent of these people, such personal information shall be anonymized by means such as
deleting the pictures containing identifiable natural persons, or partially contouring the facial information in the
pictures. The Provisions on Automobile Data also provided that important data means the data that may endanger
national security, public interests, or the lawful rights and interests of individuals or organizations once it has been
tampered with, destroyed, leaked, or illegally obtained or used, including data of important sensitive areas, operating
data of vehicle charging networks, personal information involving more than 100,000 personal information subjects,
video and image data outside the vehicles that contain face information, license plate information, etc. Important
data shall be stored domestically by laws. If such data need to be provided outside China due to business needs, it
shall go through the safety assessment organized by the national cyberspace administration and relevant ministries of
the State Council. To process important data, automobile data handlers shall conduct risk assessment in accordance
with the regulations and submit risk assessment reports to related departments at provincial levels. As of the date of
this prospectus, no implementing rule had been published in this regard. In addition, automotive data handler
processing important data shall, by December 15 of each year, report to the related departments at provincial levels
the information on automotive data security management. The implementation of such requirement on annual report
is subject to the authority of related departments at provincial levels. Illegal automobile data handlers shall bear
administrative punishment by laws and if a crime is committed, shall bear criminal liability.

According to the Regulations of Security Protection for Critical Information Infrastructure, or the CII Protection
Regulations, issued by the State Council on July 30, 2021 and implemented on September 1, 2021, critical
information infrastructure means network facilities and information systems in important industries and fields —
such as public communication and information services, energy, transportation, irrigation, finance, public services,
e-government, and science and technology industries for national defense — that may seriously endanger national
security, national economy and people’s livelihood, and public interests in the event that they are damaged or lose
their functions or their data are leaked. The Regulations emphasize that no individual or organization may engage in
any activity of illegally hacking into, interfering with, or damaging any critical information infrastructure or
endanger the critical information infrastructure security.

On April 13, 2020, the Measures for Cybersecurity Review was jointly promulgated by the CAC, the NDRC, the
MIIT, the MPC, the Ministry of State Security, the MOF, the Ministry of Commerce, the People’s Bank of China,

the SAMR, the National Radio and Television Administration, the National Administration of State Secrets

Protection and the State Cryptography Administration, revised on December 28, 2021 by the aforementioned
departments and the CSRC, and the Revised Measures for Cybersecurity Review was formally implemented on
February 15, 2022. According to the Revised Measures for Cybersecurity Review, operators of online platforms with
personal information of more than one million users must file a cybersecurity review with the Cybersecurity Review
Office when they pursue listing in a foreign country. In the meantime, the governmental authorities have the
discretion to initiate a cybersecurity review on any data processing activity if they deem such a data processing
activity affects or may affect national security. The specific implementation rules on cybersecurity review are
subject to further clarification by subsequent regulations.

On July 7, 2022, the CAC issued the Measures for the Security Assessment of Cross-border Data Transfer, effective
and implemented on September 1, 2022. The Measures for the Security Assessment of Cross-border Data Transfer
applies to the security assessment conducted by data handlers where they provide overseas parties with important
data and personal information collected and generated during the operation in the PRC. Based on the Measures for
the Security Assessment of Cross-border Data Transfer, data handlers shall apply for the security assessment of data
cross-border transfer to the national cyberspace administration through the provincial cyberspace administration in
the place where they operate if they provide data outside China and fall into one of the following conditions: a data
handler shall apply to competent authorities for security assessment prior to transferring any data abroad if the
transfer involves (i) important data;
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(ii) personal information transferred overseas by a CIIO and a data handler that has processed personal information
of more than one million individuals; (iii) personal information transferred overseas by a data handler who has
already provided personal information of 100,000 persons or sensitive personal information of 10,000 persons
overseas since January 1 of the previous year; or (iv) other circumstances as requested by the CAC.

On November 14, 2021, the CAC issued the Regulations on Network Data Security Management (draft for public
comments), data handlers who carry out the following activities, according to relevant regulations in China, shall
apply for cybersecurity review: (i) the merger, reorganization or division of internet platform operators that have
gathered a large amount of data resources related to national security, economic development and public interests,
which affects or may affect national security; (ii) the data handlers who process personal information of at least one
million users apply for listing in a foreign country; (iii) the data handlers’ listing in Hong Kong affects or may affect
national security; (iv) other data processing activities that affect or may affect national security. Large internet
platform operators who set up headquarters or operation centers or research and development centers overseas shall
report to the national cyberspace administration and the competent authorities. As of the date of this prospectus, the
Regulations have not been formally adopted.

Personal Privacy Protection

Under the Several Provisions on Regulating the Market Order of Internet Information Services issued by the MIIT
on December 29, 2011 and effective on March 15, 2012, the Decision on Strengthening the Protection of Online
Information issued by the SCNPC and implemented on December 28, 2012, the Order for the Protection of
Telecommunications and Internet User Personal Information issued by the MIIT and implemented on July 16, 2013,
and the Cybersecurity Law of the PRC issued by the SCNPC on November 7, 2016 and implemented on June 1,
2017, any collection and use of a user’s personal information must be legal, rational and necessary, and the user
should be clearly notified the purposes, methods and scopes of collecting and using information, channels for
enquiring and correcting information, and the consequence of refusal to provide information. An internet
information service provider shall be prohibited from divulging, tampering or destroying any personal information,
or selling or providing such information to other parties. Any violation of these laws and regulations may subject to
warnings, fines, confiscation of illegal gains, revocation of licenses, cancelation of filings, closedown of websites or
even criminal liabilities.

The Methods of Identifying Illegal Acts of Apps to Collect and Use Personal Information jointly promulgated and
implemented by the CAC, the MIIT, the MPC and the SAMR on November 28, 2019 clarifies specific
circumstances of illegal collection of information, including “failing to publish the rules on the collection and use of
personal information”, “failing to explicitly explain the purposes, methods and scope of the collection and use of

» < »

personal information”, “collecting and using personal information without the users’ consent”, “collecting personal
information unrelated to the services it provides and beyond necessary principle”, “providing personal information
to others without the users’ consent”, and “failing to provide the function of deleting or correcting the personal

information according to the laws” or “failing to publish information such as ways of filing complaints and reports”.

Pursuant to the PRC Civil Code adopted by the National People’s Congress on May 28, 2020 and implemented on
January 1, 2021, the personal information of natural persons is protected by law. Any organization or individual
must legally obtain the relevant personal information of others and must ensure the security of the relevant
information, and must not illegally collect, use, process or disseminate the personal information of others, nor
illegally trade, provide or disclose the personal information of others.

According to the Provisions on Automobile Data, automobile data handlers (including automobile manufacturers,
components and parts and software suppliers, dealers, maintenance organizations, and ride-hailing and sharing
service enterprises) shall process automobile data (including personal information data and important data during
the design, production, sales, use, operation and maintenance of vehicles) in a lawful, legitimate, specific and clear
manner. When processing personal information, automobile data handlers shall obtain personal consent or comply
with other circumstances stipulated by laws and administrative regulations. If the automobile data handlers collect
data of subjects outside the vehicle for the purpose of ensuring driving safety, but are unable to obtain consent from
such subjects, the automobile data handlers

145



TABLE OF CONTENTS

shall anonymize the data by means such as deleting the pictures containing identifiable natural persons, or partially
contouring the facial information in the pictures.

According to the Personal Information Protection Law of the PRC adopted by the SCNPC on August 20, 2021 and
implemented from November 1, 2021, the personal information of natural persons shall be protected by law. As the
first systematic and comprehensive law specifically for the protection of personal information in the PRC, the
Personal Information Protection Law provides, among others, that (i) an individual’s separate consent shall be
obtained before operation of such individual’s sensitive personal information, e.g., biometric characteristics and
individual location tracking, (ii) personal information operators operating sensitive personal information shall notify
individuals of the necessity of such operations and the influence on the individuals’ rights, (iii) if personal
information operators reject individuals’ requests to exercise their rights, individuals may file a lawsuit with a
People’s Court.

The SAMR issued the Standard of Information Security Technology Personal Information Security Specification
(2017 edition), which took effect in May 2018, and the Standard of Information Security Technology Personal
Information Security Specification (2020 edition), which took effect in October 2020. Pursuant to these standards,
any entity or person who has the authority or right to determine the purposes for and methods of using or processing
personal information are seen as a personal data controller. Such personal data controller is required to collect
information in accordance with applicable laws, and prior to collecting such data, the information provider’s consent
is required.

Regulations on Land and the Development of Construction Projects

Under the Interim Regulations on Assignment and Transfer of the Rights to the Use of the State-Owned Urban Land
promulgated by the State Council on May 19, 1990, last amended on November 29, 2020 and implemented from the
same date, China adopts a system of assignment and transfer of the right to use state-owned land. The assignment of
land use rights may be carried out by agreement, bidding or auction. The land user shall pay the premium of the land
use right to the State, and the State may assign such right to the user for an agreed term. The land user who has
obtained the land use right may, within the term of land use, transfer, lease or mortgage the land use right or use it
for other economic activities.

Pursuant to the regulations abovementioned and the PRC Urban Real Estate Administration Law promulgated by the
SCNPC on July 5, 1994, last amended on August 26, 2019 and implemented from January 1, 2020, an assignment
contract shall be signed between the regional land administration authority and land users for the assignment of land
use rights. The land user is required to pay the land premium as provided in the assignment contract. After the full
payment of the land premium, the land user must register with the land administration authority and obtain a land
use rights certificate to acquire the land use rights. The land user shall develop, utilize and operate the land in
accordance with the provisions of the assignment contract and the requirements of urban planning.

Pursuant to the Regulations on Planning Administration Regarding Assignment and Transfer of the Rights to Use of
the State-Owned Land in Urban Area promulgated by the Ministry of Construction on December 4, 1992, amended
on January 26, 2011 and implemented from the same date, the land assignee shall obtain a construction land
planning permit from the municipal planning authority. Pursuant to the Urban and Rural Planning Law promulgated
by the SCNPC on October 28, 2007 and last amended on April 23, 2019, a construction work planning permit must
be obtained from the competent urban and rural planning government authority for the construction of any structure,
fixture, road, pipeline, or other engineering project within an urban or rural planning area.

Pursuant to the Administrative Provisions on Construction Permit of Construction Projects issued by the Ministry of
Construction (the predecessor of the MOHURD) on October 15, 1999, last amended on March 30, 2021 and
implemented on the same date, for the construction, renovation and decoration of all kinds of buildings within the
territory of China and the auxiliary facilities thereof, the installation of supporting lines, pipes and equipment, and
the construction of municipal infrastructure projects in cities and towns, the construction unit shall, before starting
construction, apply to the housing and urban-rural development administrative department of the people’s
government at or above the county level where the project is located for a construction permit in accordance with the
Provisions. For a construction project

146



TABLE OF CONTENTS

whose investment is less than RMB300,000 or whose construction area is less than 300 square meters, the
construction unit may be allowed not to apply for a construction permit.

According to the Provisions on Acceptance Examination upon Completion of Buildings and Municipal
Infrastructure promulgated by the MOHURD on December 2, 2013 and implemented on the same date,
construction units of all types of buildings and municipal infrastructure projects that are newly built, expanded, or
rebuilt within the territory of China shall file with the competent construction authority of the local people’s
government at or above the county level where the project is located within 15 days from the date when the project
is completed and accepted.

Regulations on Envir [ Protection and Work Safety

5

Regulations on Envir I Protection

Pursuant to the PRC Environmental Protection Law promulgated by the SCNPC on December 26, 1989, last
amended on April 24, 2014 and implemented from January 1, 2015, any entity which discharges or will discharge
pollutants during the course of operations or other activities must implement effective environmental protection
safeguards and procedures to control and properly treat waste gas, waste water, waste residue, dust, malodorous
gases, radioactive substances, noise, vibrations, electromagnetic radiation and other hazards produced during such
activities.

Regulations on Work Safety

Vehicle and component manufacturers shall comply with relevant regulations related to environmental protection
and work safety. In accordance with the Work Safety Law of the PRC promulgated on June 29, 2002 by the SCNPC,
last amended on June 10, 2021 and implemented from September 1, 2021, a production and operation unit must
develop a well-established work safety responsibility system and work safety rules and systems for all employees,
meet the conditions for safe production as stipulated by laws and regulations, national standards or industry
standards, and those who do not have such production conditions shall not engage in production and operation
activities. The production and operation unit shall conduct safety production education and training for employees to
ensure that they are equipped with necessary safety production knowledge and are familiar with relevant safety
production rules and regulations and safety operation procedures.

Regulations on Fire Control

Pursuant to the Fire Safety Law of the PRC promulgated by the SCNPC in April 1998 and last amended and
implemented on April 29, 2021, and the Interim Provisions on Administration of Fire Control Design Review and
Acceptance of Construction Project promulgated by the MOHURD on April 1, 2020, last amended on August 21,
2023 and implemented from October 30, 2023, the construction unit of other construction projects must complete
the fire protection filing of the fire protection completion acceptance within five working days after the completion
acceptance of the construction project. If a construction project fails to pass the fire safety inspection before it is put
into use, or does not meet the fire safety requirements after the inspection, it will be ordered to suspend the
construction and use of such project, or suspend production and business, and be imposed a fine.

Regulations on Intellectual Property Rights

China is a party to several international treaties with respect to intellectual property right protection, including the
Agreement on Trade-Related Aspects of Intellectual Property Rights, the Paris Convention for the Protection of
Industrial Property, the Madrid Agreement Concerning the International Registration of Marks, and the Patent
Cooperation Treaty.

Patents

According to the PRC Patent Law promulgated by the SCNPC on March 12, 1984 and currently effective from
June 1, 2021, and the Implementation Rules of the PRC Patent Law promulgated by the State Council on June 15,
2001 and last amended on January 9, 2010, there are three types of patents in China: invention
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patents, utility model patents, and design patents. The protection period is 20 years for an invention patent and
10 years for a utility model patent and 15 years for a design patent (or 10 years for design patents filed prior to
June 1, 2021), commencing from their respective application dates. The patent system of mainland China adopts a
first-to-file principle, under which the person who files the patent application first is entitled to the patent if two or
more persons file patent applications for the same subject. Any person or entity that utilizes a patent or conducts any
other activities that infringe a patent without authorization of the patent holder must compensate the patent holder
and is subject to a fine imposed by the relevant government authorities, and may be criminally liable in case of
patent passing-off. In addition, any person or entity that files a patent application in a foreign country for an
invention or utility model patent accomplished in China is required to report in advance to the State Council’s patent
administrative authority for a confidentiality examination.

Copyrights

The PRC Copyright Law, which was last amended on November 11, 2020 and became effective on June 1, 2021,
provides that Chinese citizens, legal persons, or other organizations will own copyright in their copyrightable works,
including works of literature, art, natural science, social science, engineering technology, and computer software,
regardless of whether published or not. Copyright owners enjoy certain legal rights, including the right of
publication, the right of authorship, and the right of reproduction. The Copyright Law extends copyright protection
to internet activities, products disseminated over the internet, and software products. In addition, the Copyright Law
provides for a voluntary registration system administered by the China Copyright Protection Center. According to
the Copyright Law, a copyright infringer will be subject to various civil liabilities, which include ceasing
infringement activities, apologizing to the copyright owner, and compensating for the loss of the copyright owner.
Copyright infringers may also be subject to fines and administrative or criminal liabilities in severe situations.

Pursuant to the Computer Software Protection Regulations promulgated by the State Council on December 20, 2001
and last amended on January 30, 2013, a software copyright owner may go through the registration procedures with
a software registration authority recognized by the State Council’s copyright administrative authority. The software
copyright owner may authorize others to exercise that copyright and is entitled to receive remuneration.

Trademarks

Trademarks are protected by the PRC Trademark Law last amended on April 23, 2019 and the Implementation
Regulations of the PRC Trademark Law promulgated by the State Council last amended on April 29, 2014. The PRC
Trademark Office grants a ten-year term to registered trademarks, and the term may be renewed for another ten-year
period upon request by the trademark owner. Where the trademark owner fails to do so, a grace period of six months
may be granted. In the absence of renewal upon expiry, the registered trademark will be canceled. A trademark
owner may license its registered trademarks to another party by entering into trademark licenses agreements, which
must be filed with the Trademark Office for its records. As with patents, the Trademark Law has adopted a first-to-
file principle with respect to trademark registration. If a trademark that is applied for is identical or similar to another
trademark that has already been registered or subject to a preliminary examination and approval for use on the same
or similar kinds of products or services, such trademark application may be rejected. Any person applying for the
registration of a trademark shall not infringe upon prior existing trademark rights of others, nor may any person
register in advance a trademark that has already been used by another party and has already gained a “sufficient
degree of reputation” through such party’s use. Market regulatory departments have the authority to investigate any
behavior that infringes the exclusive right under a registered trademark in accordance with the law. In case of a
suspected criminal offense, the case will be timely referred to a judicial authority and decided according to the law.

Domain Names

The MIIT promulgated the Administrative Measures of Internet Domain Names on August 24, 2017, which took
effect on November 1, 2017 and replaced the Administrative Measures on China Internet Domain Names
promulgated by the MIIT on November 5, 2004. According to these measures, the MIIT is in charge of the
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administration of internet domain names in mainland China. The domain name registration follows a first-to-file
principle. Applicants for registration of domain names must provide true, accurate, and complete information of
their identities to domain name registration service institutions. The applicants will become holders of such domain
names upon the completion of the registration procedure.

Trade Secrets

According to the PRC Anti-Unfair Competition Law promulgated by the SCNPC on September 2, 1993 and last
amended on April 23, 2019, a “trade secret” refers to technical and business information that is unknown to the
public, may create business interests or profits for its legal owners or holders, and is maintained as a secret by its
legal owners or holders. Under the Anti-Unfair Competition Law, business operators are prohibited from infringing
others’ trade secrets by: (i) obtaining the trade secrets from the legal owners or holders by any unfair methods such
as theft, bribery, fraud, coercion, electronic intrusion, or any other illicit means; (ii) disclosing, using, or permitting
others to use the trade secrets obtained illegally under item (i) above; (iii) disclosing, using, or permitting others to
use the trade secrets in violation of any contractual agreements or any requirements of the legal owners or holders to
keep such trade secrets confidential; or (iv) instigating, inducing, or assisting others to violate a confidentiality
obligation or to violate a rights holder’s requirements on keeping the confidentiality of trade secrets, disclosing,
using, or permitting others to use the trade secrets of the rights holder. If a third party knows or should have known
the above-mentioned illegal conduct but nevertheless obtains, uses, or discloses trade secrets of others, the third
party may be deemed to have misappropriated the others’ trade secrets.

Business operators who violate the provisions of the Anti-Unfair Competition Law and cause others to suffer
damages shall bear civil liability, and where the legitimate rights and interests of a business operator are harmed by
unfair competition, the business operator may file a lawsuit with a People’s Court. The amount of compensation for
a business operator who suffer damages due to unfair competition shall be determined on the basis of the actual
losses suffered as a result of the infringement; where it is difficult to ascertain the actual losses, the amount of
compensation shall be determined in accordance with the benefits gained by the infringing party from the
infringement. If a business operator maliciously commits an act of infringing trade secrets and the case is serious,
the amount of compensation may be determined at not less than one time and not more than five times the amount
determined in accordance with the foregoing method. The amount of compensation shall also include reasonable
expenses paid by the business operator to stop the infringement. If it is difficult to ascertain the actual losses suffered
or benefits gained, the People’s Court shall, in consideration of the extent of the infringement, award compensation
of less than RMB5,000,000 to the rights holder. Additionally, government authorities shall stop any illegal activities
which infringe upon trade secrets and confiscate the illegal income from the infringing parties, and impose a fine
between RMB100,000 to RMB1,000,000 (or where the circumstances are serious, between RMB500,000 to
RMB5,000,000).

Pursuant to the PRC Criminal Law promulgated by the National People’s Congress on July 1, 1979 and last amended
on December 26, 2020, anyone that commits any of the following acts of trade secrets infringement, if the
circumstances are serious, shall be sentenced to a fixed-term imprisonment of not more than 3 years and/or shall be
fined; if the circumstances are especially serious, the infringing party shall be sentenced to a fixed-term
imprisonment of not less than 3 years but not more than 10 years and shall be subject to fines: (i) obtaining trade
secrets from their legal owners or holders through unfair methods such as theft, bribery, fraud, coercion, electronic
intrusion, or any other illicit means; (ii) disclosing, using, or permitting others to use trade secrets obtained illegally
under item (i) above; (iii) disclosing, using, or permitting others to use trade secrets in violation of any contractual
agreements or any requirements of the legal owners or holders to keep such trade secrets confidential. Any person
who has knowledge of the circumstances referred to above but nevertheless obtains, discloses, uses or allows others
to use such trade secrets shall be deemed to have infringed upon trade secrets.

Regulations on Foreign Exchange

General Administration of Foreign Exchange

Under the PRC Foreign Exchange Administrative Regulations promulgated on January 29, 1996 and last amended
on August 5, 2008, and various regulations issued by the SAFE and other relevant PRC government
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authorities, Renminbi is convertible into other currencies for current account items, such as trade-related receipts
and payments and payment of interest and dividends. The conversion of Renminbi into other currencies and
remittance of the converted foreign currencies outside China for capital account items, such as direct equity
investments, loans, and repatriation of investment, requires prior approval from the SAFE or its local branch.

Payments for transactions that take place in China must be made in Renminbi. Unless otherwise approved, PRC
domestic companies may not repatriate payments denominated in foreign currencies received from abroad or retain
the same abroad. Foreign-invested enterprises may retain foreign currencies under the current account with
designated foreign exchange banks subject to a limit set by the SAFE or its local branch. Foreign currencies under
the current account may be either retained or sold to a financial institution engaged in the settlement and sale of
foreign currencies pursuant to the relevant SAFE rules and regulations. For foreign currencies under the capital
account, approval by the SAFE is generally required for the retention or sale of such foreign currencies to a financial
institution engaged in settlement and sale of foreign currencies.

Pursuant to the Circular on Further Improving and Adjusting Foreign Exchange Administration Policies for Direct
Investment promulgated by the SAFE on November 19, 2012 and last amended on December 30, 2019, or the SAFE
Circular 59, approval of the SAFE is not required for opening a foreign exchange account and depositing foreign
currencies into the accounts relating to direct investments. The SAFE Circular 59 also simplifies foreign exchange-
related registration required for foreign investors to acquire the equity interest in PRC domestic companies and
further improves the administration of foreign exchange settlement for foreign-invested enterprises. The Circular on
Further Simplifying and Improving the Foreign Exchange Administration Policies for Direct Investment
promulgated by the SAFE and effective on June 1, 2015 and last amended on December 30, 2019, or the SAFE
Circular 13, cancels the administrative approvals of foreign exchange registration of direct domestic investment and
direct overseas investment, and simplifies the procedure for foreign exchange-related registration. Pursuant to the
SAFE Circular 13, investors must register with banks for direct domestic investment and direct overseas investment.

Pursuant to SAFE Circular 19 which became effective on June 1, 2015 and was last amended on December 30, 2019,
a foreign-invested enterprise may, according to its actual business needs, settle with a bank the portion of the foreign
exchange capital in its capital account for which the relevant foreign exchange administration has confirmed
monetary capital contribution rights and interests (or for which the bank has registered the injection of the monetary
capital contribution into the account). Pursuant to SAFE Circular 19, for the time being, foreign-invested enterprises
are allowed to settle 100% of their foreign exchange capital on a discretionary basis; a foreign-invested enterprise
must truthfully use its capital for its own operating purposes within the scope of business; and where an ordinary
foreign-invested enterprise makes domestic equity investment with the amount of foreign exchanges settled, the
foreign-invested enterprise must first go through domestic re-investment registration and open a corresponding
account for foreign exchange settlement, pending payment with the foreign exchange administration or the bank at
the place where it is registered.

The SAFE Circular 16, promulgated by the SAFE and effective on June 9, 2016, stipulates that PRC domestic
companies may also convert their foreign debts denominated in foreign currencies into Renminbi on a self-
discretionary basis. The SAFE Circular 16 also provides an integrated standard for conversion of foreign exchange
under capital account items (including foreign exchange capital and foreign debts) on a self-discretionary basis,
which applies to all PRC domestic companies.

According to the PRC Market Entities Registration Administrative Regulations promulgated by the State Council on
July 27, 2021 and effective on March 1, 2022, and other laws and regulations governing foreign-invested enterprises
and company registrations, the establishment of a foreign-invested enterprise and any capital increase and other
major changes in a foreign-invested enterprise must be registered with the SAMR or its local counterparts, and must
be filed via the foreign investment comprehensive administrative system, if such foreign-invested enterprise does not
involve special market-entry administrative measures prescribed by the PRC government.

On October 23, 2019, the SAFE issued the Circular on Further Promoting Cross-Border Trade and Investment
Facilitation. This circular allows foreign-invested enterprises whose approved business scopes do not contain equity
investment to use their capital obtained from foreign exchange settlement to make domestic equity investment as
long as the investment is real and complies with the foreign investment-related laws and
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regulations. In addition, this circular stipulates that qualified enterprises in certain pilot areas may use their capital
income from registered capital, foreign debt, and overseas listing, for the purpose of domestic payments without
providing authenticity certifications to the relevant banks in advance for those domestic payments. Payments for
transactions that take place in China must be made in Renminbi. Income denominated in foreign currencies received
by PRC domestic companies may be repatriated into China or retained outside of China in accordance with
requirements and terms specified by the SAFE.

Pursuant to the SAFE Circular 13 and other foreign exchange laws and regulations, when setting up a new foreign-
invested enterprise, the foreign-invested enterprise must register with a bank located at its place of registration after
obtaining its business license, and if there is any change in capital or other changes relating to the basic information
of the foreign-invested enterprise, including any increase in its registered capital or total investment, the foreign-
invested enterprise must register such changes with the bank located at its place of registration after obtaining
approval from or completing the filing with competent authorities. Pursuant to the relevant foreign exchange laws
and regulations, the above-mentioned foreign exchange registration with the banks will typically take less than four
weeks upon the acceptance of the registration application.

Based on the foregoing, if we intend to fund our wholly foreign-owned subsidiaries through capital injection at or
after their establishment, we must register the establishment of and any follow-on capital increase in our wholly
foreign-owned subsidiaries with the SAMR or its local counterparts, file such via the foreign investment
comprehensive administrative system, and register such with the local banks for the foreign exchange related
matters.

Loans by the Foreign Companies to Their PRC Subsidiaries

A loan made by foreign investors as shareholders in an foreign-invested enterprise is considered foreign debt in
China and is regulated by various laws and regulations, including the PRC Regulation on Foreign Exchange
Administration, the Interim Provisions on the Management of Foreign Debts, the Statistical Monitoring of Foreign
Debt Tentative Provisions, and the Administrative Measures for Registration of Foreign Debt. Under these rules and
regulations, a shareholder loan in the form of foreign debt made to a PRC entity does not require the prior approval
of SAFE. However, such foreign debt must be registered with and recorded by SAFE or its local branches within
fifteen business days after the entering of the foreign debt contract. Pursuant to these rules and regulations, the
balance of the foreign debts of an foreign-invested enterprise cannot exceed the difference between the total
investment and the registered capital of the foreign-invested enterprise.

On January 12, 2017, the People’s Bank of China promulgated the Notice of the People’s Bank of China on Matters
concerning the Macro-Prudential Management of Full-Covered Cross-Border Financing, or the People’s Bank of
China Notice No. 9. Pursuant to the People’s Bank of China Notice No. 9, within a transition period of one year
from January 12, 2017, foreign-invested enterprises may adopt the currently valid foreign debt management
mechanism, or the mechanism as provided in the People’s Bank of China Notice No. 9 at their own discretions. The
People’s Bank of China Notice No. 9 provides that enterprises may conduct independent cross-border financing in
Renminbi or foreign currencies as required. Pursuant to the People’s Bank of China Notice No. 9, the outstanding
cross-border financing of an enterprise (the outstanding balance drawn, here and below) will be calculated using a
risk-weighted approach and cannot exceed certain specified upper limits. The People’s Bank of China Notice No. 9
further provides that the upper limit of risk-weighted outstanding cross-border financing for enterprises is 200% of
its net assets, or the Net Asset Limits. Enterprises must file with SAFE in its capital item information system after
entering into the relevant cross-border financing contracts and prior to three business days before drawing any
money from the foreign debts.

Offshore Inves t by PRC Resid

Under the Circular on Issues Concerning the Foreign Exchange Administration over the Overseas Investment and
Financing and Round-Trip Investment by Domestic Residents via Special Purpose Vehicles issued by the SAFE and
effective on July 4, 2014, or SAFE Circular 37, PRC residents are required to register with local branches of the
SAFE in connection with their direct or indirect offshore investment in overseas special purpose vehicles directly
established or indirectly controlled by PRC residents for offshore investment and financing with their legally owned
assets or interests in PRC domestic companies, or their legally owned offshore assets or interests. Such PRC
residents are also required to amend their registrations with the SAFE when there is a change to the basic
information of the special purpose vehicles, such as changes of an individual
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PRC resident, the name or operating period of the special purpose vehicles, or when there is a significant change to
the special purpose vehicles, such as changes of the individual PRC residents’ increase or decrease of the capital
contribution in the special purpose vehicles, or any share transfer or exchange, merger, or division of the special
purpose vehicles. At the same time, the SAFE issued the Operation Guidance for Issues Concerning Foreign
Exchange Administration over Round-Trip Investment regarding the procedures for SAFE registration under the
SAFE Circular 37, which took effect on July 4, 2014, as an attachment to the SAFE Circular 37.

Under the SAFE Circular 13, PRC residents may register with qualified banks instead of the SAFE in connection
with their establishment or control of an offshore entity established for the purpose of overseas direct investment.
The SAFE and its branches will implement indirect supervision over foreign exchange registration of direct
investment via the banks.

Failure to comply with the registration procedures set forth in the SAFE Circular 37 may result in restrictions on
foreign exchange activities of the relevant onshore company, including the payment of dividends and other
distributions to its offshore parent or affiliate, the capital inflow from the offshore entities, and settlement of foreign
exchange capital, and may also subject relevant onshore company or PRC residents to penalties under foreign
exchange administration regulations of mainland China.

Regulations on Outbound Direct In t

On December 26, 2017, the NDRC promulgated the Administrative Measures on Overseas Investments of
Enterprises, or NDRC Order No. 11, which took effect on March 1, 2018. According to NDRC Order No. 11, non-
sensitive overseas investment projects are required to make record filings with the NDRC or its local branch. On
September 6, 2014, the Ministry of Commerce promulgated the Administrative Measures on Overseas Investments,
which took effect on October 6, 2014. According to such regulation, overseas investments of PRC enterprises that
involve non-sensitive countries and regions and non-sensitive industries must make record filings with the Ministry
of Commerce or its local branch. The Notice of the State Administration of Foreign Exchange on Further Improving
and Adjusting Foreign Exchange Administration Policies for Direct Investment was issued by SAFE on
November 19, 2012 and last amended on December 30, 2019, under which PRC enterprises must register for
overseas direct investment with local banks. The shareholders or beneficial owners who are PRC entities are
required to be in compliance with the related overseas investment regulations. If they fail to complete the filings or
registrations required by overseas direct investment regulations, the relevant authority may order them to suspend or
cease the implementation of such investment and make corrections within a specified time.

Regulations on Dividend Distribution

The principal laws and regulations regulating the distribution of dividends by foreign-invested enterprises in
mainland China include the PRC Company Law, as amended in 2004, 2005, 2013, and 2018, and the 2019 PRC
Foreign Investment Law and its Implementation Regulations. According to the regulatory mechanism provided by
the above-mentioned laws, a foreign-invested enterprise in mainland China may only pay dividends out of
accumulated profits (if any) determined in accordance with PRC accounting standards and regulations. The PRC
companies (including foreign-invested enterprises) are required to draw at least 10% of their after-tax profits into the
statutory reserve fund until the relevant reserve fund reaches 50% of their registered capital, except as otherwise
provided by the laws on foreign investment; and no profit shall be distributed before making up any loss in the
previous fiscal year. Retained profits for previous fiscal years may be distributed together with distributable profits
for the current fiscal year.

Regulations on Taxation

Enterprise Income Tax

According to the PRC Enterprise Income Tax Law promulgated by the SCNPC on March 16, 2007 and last amended
on December 29, 2018 and the Implementation Rules of the PRC Enterprise Income Tax Law promulgated by the
State Council on December 6, 2007 and amended on April 23, 2019, the income tax rate for both PRC domestic
companies and foreign-invested enterprises is 25% unless otherwise provided for specifically. Enterprises are
classified as either PRC resident enterprises or non-PRC resident enterprises. In
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addition, enterprises established outside China whose de facto management bodies are located in China are
considered PRC resident enterprises and subject to the 25% enterprise income tax rate for their global income. An
income tax rate of 10% applies to dividends declared to non-PRC resident enterprise investors that do not have an
establishment or place of business in China, or that have such establishment or place of business but the relevant
income is not effectively connected with the establishment or place of business, to the extent such dividends are
derived from sources within China.

Value-Added Tax

According to the PRC Provisional Regulations on Value-Added Tax last amended on November 19, 2017 and its
implementation rules last amended on October 28, 2011, unless stipulated otherwise, taxpayers who sell goods,
labor services, or tangible personal property leasing services, or import goods will be subject to a 17% tax rate;
taxpayers who sell transport services, postal services, basic telecommunications services, construction services, or
real property leasing services, sell real property or transfer land use rights will be subject to an 11% tax rate; and
taxpayers who sell services or intangible assets will be subject to a 6% tax rate. On November 19, 2017, the State
Council promulgated the Decisions on Abolishing the PRC Provisional Regulations on Business Tax and Amending
the PRC Provisional Regulations on Value-Added Tax, pursuant to which all enterprises and persons engaged in the
sale of goods, provision of processing, repairing, and replacement services, sales of services, intangible assets, and
real property, and the importation of goods into the territory of mainland China are VAT taxpayers.

According to the Announcement on Relevant Policies for Deepening Value-Added Tax Reform effective on April 1,
2019, the generally applicable value-added tax rates are simplified as 13%, 9%, 6%, and 0%, and the value-added
tax rate applicable to small-scale taxpayers is 3%.

Dividend Withholding Tax

The PRC Enterprise Income Tax Law stipulates that an income tax rate of 10% applies to dividends declared to non-
PRC resident investors that do not have an establishment or place of business in China, or that have such
establishment or place of business but the relevant income is not effectively connected with the establishment or
place of business, to the extent that such dividends are derived from sources within China.

Pursuant to the Arrangement between Mainland China and the Hong Kong Special Administrative Region for the
Avoidance of Double Taxation and Tax Evasion on Income and other applicable laws of mainland China, if a Hong
Kong resident enterprise is determined by the competent tax authority to have satisfied the relevant conditions and
requirements, the 10% withholding tax rate on the dividends received by the Hong Kong resident enterprise from a
PRC resident enterprise may be reduced to 5%. According to the Circular on Several Questions Regarding the
Beneficial Owner in Tax Treaties, which was issued by the SAT on February 3, 2018 and took effect on April 1,
2018, when determining an applicant’s status as the beneficial owner regarding tax treatments in connection with
dividends, interest, or royalties in the tax treaties, several factors are considered, including whether the applicant is
obligated to pay over 50% of the income in twelve months to residents in a third country or region, whether the
business operated by the applicant constitutes the actual business activities, and whether the counterparty country or
region to the tax treaties does not levy any tax or grant any tax exemption on relevant incomes or levies tax at an
extremely low rate, and such factors will be analyzed according to the actual circumstances of the specific cases.

Tax on Indirect Transfer

Pursuant to the Circular 7 issued by the SAT on February 3, 2015 and last amended on December 29, 2017, an
indirect transfer of assets, including equity interest in a PRC resident enterprise, by non-PRC resident enterprises
may be recharacterized and treated as a direct transfer of PRC taxable assets, if such arrangement does not have a
reasonable commercial purpose and was established for the purpose of avoiding payment of PRC enterprise income
tax. As a result, gains derived from such indirect transfer may be subject to PRC enterprise income tax. When
determining whether there is a reasonable commercial purpose of the transaction arrangement, several factors are
considered, including whether the main value of the equity interest of the relevant offshore enterprise derives
directly or indirectly from PRC taxable assets, whether the assets of the relevant offshore enterprise mainly consists
of direct or indirect investment in China or if its income is mainly derived from China, and whether the offshore
enterprise and its subsidiaries directly or indirectly holding
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PRC taxable assets have a real commercial nature that is evidenced by their actual function and risk exposure. The
Circular 7 does not apply to sales of shares by investors through a public stock exchange where such shares were
acquired on a public stock exchange. On October 17, 2017, the SAT issued the Circular 37, which was amended by
the Announcement of the State Administration of Taxation on the Revision to Certain Taxation Regulatory
Documents issued by the SAT on June 15, 2018. The Circular 37 further elaborates the relevant implementing rules
regarding the calculation, reporting, and payment obligations of the withholding tax by non-PRC resident
enterprises. Nevertheless, there remain uncertainties as to the interpretation and application of the Circular 7. The
Circular 7 may be determined by the tax authorities to be applicable to our offshore transactions or sale of our
shares or those of our offshore subsidiaries where non-PRC resident enterprises, being the transferors, were
involved.

Regulations on Employment and Social Welfare

Labor Law and Labor Contract Law

Pursuant to the PRC Labor Law effective on January 1, 1995 and last amended on December 29, 2018 and its
implementation rules, employers must establish and improve work safety and health systems, enforce relevant
national standards, and carry out work safety and health education for employees. In addition, pursuant to the PRC
Labor Contract Law effective on January 1, 2008 and amended on December 28, 2012 and its implementation rules,
employers must execute written labor contracts with full-time employees and comply with local minimum wage
standards. Violations of the Labor Law and the Labor Contract Law may result in the imposition of fines and other
administrative and criminal liability in the case of serious violations.

Interim Provisions on Labor Dispatch

Pursuant to the Interim Provisions on Labor Dispatch promulgated by the Ministry of Human Resources and Social
Security on January 24, 2014, which became effective on March 1, 2014, dispatched workers are entitled to equal
pay with full-time employees for equal work. Employers are allowed to use dispatched workers for temporary,
auxiliary or substitutive positions, and the number of dispatched workers may not exceed 10% of the total number of
employees.

Social Insurance and Housing Fund

According to the PRC Social Insurance Law promulgated by the SCNPC on October 28, 2010 and amended on
December 29, 2018 and the Regulations on the Administration of Housing Funds promulgated by the State Council
on April 3, 1999 and last amended on March 24, 2019, employers are required to contribute to a number of social
security funds, including funds for basic pension insurance, unemployment insurance, basic medical insurance,
occupational injury insurance, and maternity insurance, and also to housing funds. Any employer who fails to make
such contribution may be fined and ordered to make good the deficit within a stipulated time limit.

Employee Stock Incentive Plan

Pursuant to the Notice of Issues Relating to the Foreign Exchange Administration for Domestic Persons Participating
in Stock Incentive Plan of Overseas Listed Company issued by the SAFE on February 15, 2012, employees,
directors, supervisors, and other senior management who participate in any stock incentive plan of a publicly listed
overseas company and who are PRC citizens or non-PRC citizens residing in China for a continuous period of no
less than one year are, subject to a few exceptions, required to register with the SAFE through a qualified domestic
agent, which may be a PRC subsidiary of such overseas listed company, and complete certain other procedures.

R lati on Anti-Monopoly

2

Pursuant to the Anti-Monopoly Law of the PRC amended by the SCNPC on June 24, 2022 and implemented from
August 1, 2022, prohibited monopolistic conducts include monopoly agreements, abuse of dominant market position
and concentration of business operators that may have the effect of eliminating or restricting competition.
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Monopoly Agreement

Competing operators shall not enter into monopoly agreements that exclude or restrict the effect of competition,
such as boycotting transactions, fixing or altering commodity prices, restricting commodity production, or fixing
commodity prices for resales to third parties, unless the agreement satisfies the exemption conditions stipulated in
the Anti-Monopoly Law of the PRC (2022 revision), for example, where the operators can prove that they do not
have the effect of excluding or restricting competition, or where the operators can prove that their shares in relevant
market is lower than the standards set by the anti-monopoly law enforcement agency of the State Council and meets
other conditions stipulated by it, or improving technology, enhancing the competitiveness of small and medium-
sized operators, and maintaining legitimate rights and interests in cross-border economic and trade cooperation.
Meanwhile, the operators shall not enter into monopoly agreements with other operators or provide substantial
support to other operators to reach monopoly agreements. If the regulations are violated, the punishments include
orders to cease the relevant acts, confiscation of illegal income, and a penalty of not less than 1% but not more than
10% of the sales volume in the previous year; if there is no sales volume in the previous year, a penalty of not more
than RMB5,000,000 shall be imposed. Where the monopoly agreement reached has not been implemented, a
penalty of less than RMB3,000,000 would be imposed. If relevant violation is critically serious, causing material
adverse impact and severe consequences, the anti-monopoly law enforcement agency of the State Council may
determine the specific amount of penalty not less than two times but not more than five times the amount of the
aforementioned fine.

The Interim Provisions on the Prohibition of Monopoly Agreements promulgated by the SAMR and last amended on
March 10, 2023 and implemented on April 15, 2023, further provided for the prevention and prohibition of
monopoly agreement-related matters, and replaced some of anti-trust rules and regulations previously issued by the
State Administration for Industry and Commerce.

Abuse of Dominant Market Position

A business operator with a dominant market position shall not abuse its dominant market position, such as selling
commodities at an unfairly high price or purchasing commodities at an unfairly low price, selling commodities at
prices below cost without justifiable reasons and rejecting to trade with trading counterparts. In case of violation of
the prohibition on abuse of dominant market position, the punishments include orders to cease relevant acts,
confiscation of illegal gains, and a penalty of not less than 1% but not more than 10% of the sales volume in the
previous year. If relevant violation is critically serious, causing material adverse impact and severe consequences,
the anti-monopoly law enforcement agency of the State Council may determine the specific amount of penalty not
less than two times but not more than five times the amount of the aforementioned fine.

The Interim Provisions on Prohibition of Abuse of Dominant Market Position promulgated by the SAMR and last
amended on March 10, 2023 and implemented on April 15, 2023, further prevented and curbed abuse of market
dominance.

Concentration of Business Operators

Operators shall declare the concentration reaching the threshold of declaration prescribed by the State Council to the
anti-monopoly law enforcement agency of the State Council before conducting concentration. Concentration of
business operators refers to the following circumstances: (i) merger of business operators; (ii) a business operator
acquires control over other business operators by acquiring their equities or assets; or (iii) a business operator
acquires control over other business operators or is able to exert a decisive influence on other business operators by
contract or any other means. Where a business operator fails to comply with the mandatory reporting requirements,
and has or may have the effect of excluding or restricting competition, the anti-monopoly law enforcement agency
of the State Council has the power to order to cease the implementation of the concentration, dispose of shares or
assets and transfer the business within a time limit, and take other necessary measures to restore the state before the
concentration, and impose a penalty of not more than 10% of the sales volume in the previous year; if the operators
fail to conduct concentration according to regulations and do not have the effect of excluding or restricting
competition, a penalty of not more than RMBS5,000,000 would be imposed. If relevant violation is critically serious,
causing material adverse
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impact and severe consequences, the anti-monopoly law enforcement agency of the State Council may determine the
specific amount of penalty not less than two times but not more than five times the amount of the aforementioned
fine.

The Provisions on the Review of Business Operator Concentration promulgated by the SAMR on March 10, 2023
and implemented on April 15, 2023, further provided for matters such as the declaration and review of the
concentration of business operators and the investigation of the illegal implementation of the concentration of
business operators.

Regulations on Mergers and Acquisitions and Overseas Listing

On August 8, 2006, six PRC governmental and regulatory authorities, including the Ministry of Commerce and
CSRC, promulgated the M&A Rules, effective as of September 8, 2006 and later revised on June 22, 2009, which
governs the mergers and acquisitions of domestic enterprises by foreign investors. The M&A Rules, among other
things, requires that if an overseas company established or controlled by PRC companies or individuals intends to
acquire equity interests or assets of any other PRC domestic company affiliated with such PRC companies or
individuals, such acquisition must be submitted to the Ministry of Commerce for approval. The M&A Rules also
requires that an offshore special purpose vehicle formed for overseas listing purposes and controlled directly or
indirectly by the PRC individuals or companies shall obtain the approval of the CSRC prior to overseas listing and
trading of such special purpose vehicle’s securities on an overseas stock exchange. After the 2019 PRC Foreign
Investment Law and its Implementation Regulations became effective on January 1, 2020, the provisions of the
M&A Rules remain effective to the extent they are not inconsistent with the 2019 PRC Foreign Investment Law and
its Implementation Regulations.

On February 17, 2023, the CSRC promulgated the Trial Administrative Measures of Overseas Securities Offering
and Listing by Domestic Companies, or the Overseas Listing Trial Measures, and five supporting guidelines,
collectively the Overseas Listing Filing Rules, which became effective on March 31, 2023. According to the
Overseas Listing Filing Rules, the offering or listing of shares, depository receipts, convertible corporate bonds, or
other equity-like securities by a PRC domestic company in an overseas stock market, whether directly or indirectly
through an offshore holding company, should be filed with the CSRC. The determination of whether any offering or
listing is “indirect” will be made on a “substance over form” basis.

Under the Overseas Listing Filing Rules, the reporting entity shall submit filing materials including but not limited
to a report to the CSRC within three business days after submitting listing applications to an overseas stock market.
Once listed overseas, the reporting entity will be further required to report the occurrence of any of the following
material events within three business days after the occurrence and announcement thereof to the CSRC: (i) a change
of control of the issuer; (ii) the investigation, sanction or other measures undertaken by any foreign securities
regulatory agencies or relevant competent authorities in respect of the issuer; (iii) change of the listing status or
transfer of the listing board; and (iv) the voluntary or mandatory delisting of the issuer. In addition, the completion
of any overseas follow-on offerings by an issuer in the same overseas market where it has completed its public
offering and listing would necessitate a filing with the CSRC within three business days thereafter.

The CSRC also published the Notice on the Overseas Listing Filing and the set of Q&A published on the CSRC’s
official website, which are in connection with the release of the Overseas Listing Filing Rules. The CSRC clarifies
that (i) on or prior to the effective date of the Overseas Listing Filing Rules, domestic companies that have already
submitted valid applications for overseas offering and listing but have not obtained approval from overseas
regulatory authorities or stock exchanges may reasonably arrange the timing for submitting their filing applications
with the CSRC, and must complete the filing before the completion of their overseas offering and listing; (ii) a
transition period will be granted to domestic companies until September 30, 2023, which, prior to the effective date
of the Overseas Listing Filing Rules, have already obtained the approval from overseas regulatory authorities or
stock exchanges, but have not completed the indirect overseas listing; if domestic companies fail to complete the
overseas listing prior to September 30, 2023, they shall file with the CSRC according to the requirements.

Based on the Overseas Listing Filing Rules, PRC domestic companies are primarily responsible for compliance with
the rules. Violation of the Overseas Listing Filing Rules or the completion of an overseas listing in breach of the
Overseas Listing Filing Rules may result in a warning and a fine ranging from RMB1,000,000 to
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RMB10,000,000. Furthermore, the directly responsible supervisors and other directly liable persons of the relevant
PRC domestic companies may be subject to warning and a fine ranging from RMB500,000 to RMB5,000,000, and
the controlling shareholders and actual controllers of the relevant PRC domestic companies may be subject to a fine
ranging from RMB1,000,000 to RMB10,000,000.

On February 24, 2023, the CSRC issued Provisions on Strengthening Confidentiality and Archiving Administration
of Overseas Securities Offering and Listing by Domestic Companies, or the Archives Rules, which became effective
on March 31, 2023 and specify that during the overseas issuance of securities and listing activities of domestic
enterprises, domestic enterprises and securities companies and securities service institutions that provide relevant
securities services shall, by strictly abiding by the relevant laws and regulations of mainland China and the
requirements therein, establish sound confidentiality and file work systems, take necessary measures to implement
confidentiality and file management responsibilities, and shall not leak national secrets and undermine national and
public interests. Files such as the work manuscripts generated in the PRC by securities companies and securities
service institutions that provide relevant securities services for overseas issuance and listing of securities by
domestic enterprises shall be kept in the PRC. The transmission of any such working papers to recipients outside
China must be approved in accordance with the a