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Important: If you have doubt about any of the contents in this document, you should obtain independent professional advice.
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Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited and Hong Kong Securities Clearing Company Limited take no responsibility
for the contents of this document, make no representation as to its accuracy or completeness, and expressly disclaim any liability whatsoever for any loss howsoever arising
from or in reliance upon the whole or any part of the contents of this document.

A copy of this document, having attached thereto the documents specified in the section headed “Documents Delivered to the Registrar of Companies in Hong Kong and
Available for Inspection—Documents Delivered to the Registrar of Companies” in Appendix V, has been registered by the Registrar of Companies in Hong Kong as required
by section 342C of the Companies (Winding Up and Miscellaneous Provisions) Ordinance (Chapter 32 of the Laws of Hong Kong). The Securities and Futures Commission
and the Registrar of Companies in Hong Kong take no responsibility for the contents of this document or any other document referred to above.

We expect to determine the pricing of the Offer Shares by agreement between the Joint Global Coordinators (for themselves and on behalf of the Underwriters) and the
Company on the Price Determination Date. The Price Determination Date is expected to be on or around Friday, August 6, 2021 and, in any event, not later than Tuesday,
August 10, 2021. The Public Offer Price will be not more than HK$150.00 unless otherwise announced. If, for any reason, we do not agree with the Joint Global
Coordinators (for themselves and on behalf of the Underwriters) on the pricing of the Offer Shares, the Global Offering will not proceed and will lapse.

We may set the International Offer Price at a level higher than the maximum Public Offer Price if (a) the Hong Kong dollar equivalent of the closing trading price of the
ADSs on the Nasdaq on the last trading day on or before the Price Determination Date (on a per-Share converted basis) were to exceed the maximum Public Offer Price
as stated in this document and/or (b) we believe that it is in its best interest as a listed company to set the International Offer Price at a level higher than the maximum
Public Offer Price based on the level of interest expressed by professional and institutional investors during the book-building process. If the International Offer Price is
set at or lower than the maximum Public Offer Price, the Public Offer Price must be set at such price which is equal to the International Offer Price. In no circumstances
will we set the Public Offer Price above the maximum Public Offer Price as stated in this document or the International Offer Price.

The Joint Global Coordinators (for themselves and on behalf of the Underwriters) may, with the Company’s reduce the ber of Offer Shares being
offered under the Global Offering at any time on or prior to the morning of the last day for lodging applications under the Hong Kong Public Offering. Further
details are set out in “Structure of the Global Offering” and “How to Apply for Hong Kong Offer Shares” in this document.

The obligations of the Hong Kong Underwriters under the Hong Kong Underwriting Agreement to subscribe for, and to procure subscribers for, the Hong Kong Offer Shares,
are subject to termination by the Joint Global Coordinators (for themselves and on behalf of the Hong Kong Underwriters) if certain events shall occur prior to 8:00 a.m.
on the Listing Date. Such grounds are set out in the section headed “Underwriting” in this document.

The Company is controlled through weighted voting rights. Prospective investors should be aware of the potential risks of investing in a company with a WVR
structure, in particular that the WVR Beneficiary, whose interests may not necessarily be aligned with those of our Shareholders as a whole, will be in a position
to exert significant influence over the outcome of Shareholders’ resolution. For further information about the risks associated with our WVR structure, please
refer to the section headed “Risk Factors—Risks Relating to the Global Offering and the Dual Listing.” Prospective investors should make the decision to invest
in the Company only after due and careful consideration.

The ADSs of the Company, each of which represents two Class A Ordinary Shares, are listed for trading on the Nasdaq under the symbol “L1.” The last reported sale price
of the ADSs on the Nasdaq on July 30, 2021 (U.S. Eastern Time) was US$33.39 per ADS. In connection with the Global Offering, we have filed a registration statement
on Form F-3 and a preliminary prospectus supplement and plan to file a final prospectus supplement with the SEC to register the sale of Shares under the U.S. Securities
Act.

NEITHER THE SEC NOR ANY STATE SECURITIES COMMISSION 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.

ATTENTION

We have adopted a fully electronic application process for the Hong Kong Public Offering pursuant to Rule 12.11 of the Listing Rules. We will not provide printed copies
of this prospectus or pnn(ed copies of any application forms to the ]’)le]l( in relation to the Hong Kong Public Offering.

This prospectus is available at the website of the Stock Exchange at www.hkexnews.hk and our website at ir.lixiang.com. If you require a printed copy of this prospectus,
you may download and print from the website addresses above.

August 3, 2021



EXPECTED TIMETABLEY

Hong Kong Public Offering commences ....................... 9:00 a.m. on Tuesday,
August 3, 2021

Latest time for completing electronic applications
under the White Form eIPO service through the
designated website at www.eipo.com.hk® . .. ... ... ... .. ... ... 11:30 a.m. on Friday,
August 6, 2021

Application lists open™® . ... ... .. ... 11:45 a.m. on Friday,
August 6, 2021

Latest time for (a) completing payment for White Form eIPO
applications by effecting internet banking transfer(s)
or PPS payment transfer(s) and (b) giving electronic
application instructions to HKSCC ........................ 12:00 noon on Friday,
August 6, 2021

If you are instructing your broker or custodian who is a CCASS Clearing Participant or
a CCASS Custodian Participant to give electronic application instructions via CCASS
terminals to apply for the Hong Kong Public Offer Shares on your behalf, you are advised to
contact your broker or custodian for the latest time for giving such instructions which may
be different from the latest time as stated above.

Application lists close™ ... ... .. ... .. ... ... 12:00 noon on Friday,
August 6, 2021

Expected Price Determination Date™ . ... .................... Friday, August 6, 2021

Announcement of the final Public Offer Price
and the International Offer Price on or around™............... Friday, August 6, 2021

Announcement of the level of indications of interest in
the International Offering, the level of applications
in the Hong Kong Public Offering and the basis of
allocations of the Hong Kong Offer Shares to be published
on our website at ir.lixiang.com*’
the Hong Kong Stock Exchange at www.hkexnews.hk
on or before . ... ... ... Wednesday, August 11, 2021

and the website of

Results of allocations in the Hong Kong Public Offering

to be available at www.iporesults.com.hk

(alternatively: English https://www.eipo.com.hk/en/Allotment;

Chinese https://www.eipo.com.hk/zh-hk/Allotment)

with a “search by ID” function from ..................... 8:00 a.m. on Wednesday,
August 11, 2021

to 12:00 midnight on Tuesday,

August 17, 2021
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Telephone enquiry for the results of allocations in the Hong Kong
Public Offering by calling +852 2862 8555
between 9:00 a.m. and 6:00 p.m. from ............... Wednesday, August 11, 2021 to
Friday, August 13, 2021 and
Monday, August 16, 2021

Share certificates in respect of wholly or partially successful
applications to be dispatched/collected or deposited
into CCASS on or before®® ... ... ... .. ... ... Wednesday, August 11, 2021

White Form e-Refund payment instructions/refund checks in respect of
wholly or partially successful applications (if applicable)
or wholly or partially unsuccessful applications
to be dispatched/collected on or before”® . ... ... ... .. Wednesday, August 11, 2021

Dealings in the Class A Ordinary Shares on the Stock Exchange
expected to commence at . ................. 9:00 a.m. on Thursday, August 12, 2021

Notes:
(1)  All dates and times refer to Hong Kong dates and times.

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

(3)  If there is/are a tropical cyclone warning signal number 8 or above, a “black” rainstorm warning and/or
Extreme Conditions in force in Hong Kong at any time between 9:00 a.m. and 12:00 noon on Friday, August
6, 2021, the application lists will not open or close on that day. See “How to Apply for Hong Kong Offer
Shares—Effect of Bad Weather and Extreme Conditions on the Opening and Closing of the Application Lists.”

4) The Price Determination Date is expected to be on or around Friday, August 6, 2021 and, in any event, not later
than Tuesday, August 10, 2021. If, for any reason, we do not agree with the Joint Global Coordinators (for
themselves and on behalf of the Underwriters) on the pricing of the Offer Shares by Tuesday, August 10, 2021,
the Global Offering will not proceed and will lapse. We expect to announce the pricing of the Offer Shares on
or around the Price Determination Date.

(5) None of the website or any of the information contained thereon forms part of this prospectus.

(6)  The Share certificates will only become valid at 8:00 a.m. on the Listing Date, which is expected to be
Thursday, August 12, 2021, provided that the Global Offering has become unconditional in all respects at or
before that time. Investors who trade Shares on the basis of publicly available allocation details or prior to the
receipt of the Share certificates or prior to the Share certificates becoming valid do so entirely at their own
risk.

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

Applicants who have applied through the White Form eIPO service for 1,000,000 or more Hong Kong Offer
Shares may collect any refund checks (where applicable) and/or Share certificates in person from our Hong
Kong Share Registrar, Computershare Hong Kong Investor Services Limited at Shops 1712-1716, 17th Floor,
Hopewell Centre, 183 Queen’s Road East, Wan Chai, Hong Kong from 9:00 a.m. to 1:00 p.m. on Wednesday,
August 11, 2021 or such other date as notified by us as the date of dispatch/collection of Share
certificates/e-Refund payment instructions/refund checks. Applicants being individuals who are eligible for
personal collection may not authorize any other person to collect on their behalf. Individuals must produce
evidence of identity acceptable to our Hong Kong Share Registrar at the time of collection.

Applicants who have applied for Hong Kong Offer Shares through CCASS EIPO service should refer to the
section headed “How to Apply for Hong Kong Offer Shares—Despatch/Collection of Share
Certificates/e-Refund Payment Instructions/Refund Checks—Personal Collection—If you apply through
CCASS EIPO service” for details.

Applicants who have applied through the White Form eIPO service and paid their applications monies
through single bank accounts may have refund monies (if any) dispatched to the bank account in the form of
e-Refund payment instructions. Applicants who have applied through the White Form eIPO service and paid
their application monies through multiple bank accounts may have refund monies (if any) dispatched to the
address as specified in their application instructions in the form of refund checks by ordinary post at their own
risk.

Share certificates and/or refund checks for applicants who have applied for less than 1,000,000 Hong Kong
Offer Shares and any uncollected Share certificates and/or refund checks will be dispatched by ordinary post,
at the applicants’ risk, to the addresses specified in the relevant applications.

Further information is set out in the sections headed “How to Apply for Hong Kong Offer Shares—Refund of
Application Monies” and “How to Apply for Hong Kong Offer Shares—Despatch/Collection of Share
Certificates/e-Refund Payment Instructions/Refund Checks.”

For details of the structure of the Global Offering, including its conditions, and the

procedures for applications for Hong Kong Offer Shares, see “Structure of the Global

Offering” and “How to Apply for Hong Kong Offer Shares”, respectively.

If the Global Offering does not become unconditional or is terminated in accordance with

its terms, the Global Offering will not proceed. In such a case, the Company will make an

announcement as soon as practicable thereafter.
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SUMMARY

This summary aims to give you an overview of the information contained in this
prospectus. As this is a summary, it does not contain all the information that may be

important to you. You should read the entire document before you decide to invest in the
Offer Shares.

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

OVERVIEW

We are an NEV (new energy passenger vehicles) automaker in China. We design, develop,
manufacture, and sell premium smart electric vehicles. Through our product and technology,
we provide families with safe and convenient products and services. We are a pioneer in
successfully commercializing EREVs (extended-range electric passenger vehicles) in China.
Our first and currently the only commercialized model, Li ONE, is a six-seat, large premium
electric SUV (sport utility vehicle) equipped with a range extension system and advanced smart
vehicle solutions. We started volume production of Li ONE in November 2019 and released the
2021 Li ONE on May 25, 2021. As of July 31, 2021, we delivered over 72,000 Li ONEs. In
2020, Li ONE ranked as the best-selling new energy SUV model in China with a 9.7% market
share and ranked in the top six in China’s NEV market in terms of sales volume with a 2.8%
market share, and we ranked as the eleventh among all the NEV brands in China in terms of
sales volume, according to the CIC Report. The market size of China’s passenger vehicle
market and NEV market in 2020 was 20.8 million and 1.2 million, respectively, according to
the CIC Report. In 2020, the NEV sales volume accounted for 5.8% of the total passenger
vehicle sales volume in China, and EREVs accounted for 2.8% of China’s NEV market in terms
of sales volume, according to the CIC Report.

The following diagram illustrates Li ONE’s certain features and specifications.
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Model Li ONE
Length*Width*Height (mm) 5,030%1,960%1,760
Wheelbase (mm) 2,935
NEDC range (km) Total range: 1,080

Range powered by battery: 188
Range powered by extension system: 892
Range extension system specifications 1.2-liter turbo-charged engine/100-kW

electric generator/55-liter fuel tank

Electric motor power (kW) Rear-drive: 145/Front-drive: 100
Battery capacity (kWh) 40.5
0-100 km/h acceleration (s) 6.5
MSRP (RMB) 338,000

We are dedicated to serving the mobility needs of families in China. To this end, we
strategically focus on NEVs within a price range of RMB200,000 (approximately US$31,000)
to RMB500,000 (approximately US$76,000). As one of the most competitive SUV models in
China, Li ONE has been well positioned to capture the huge growth opportunity of the SUV
segment. With growing purchasing power, families in China tend to choose SUVs for daily
commutes and weekend family trips. We believe that Li ONE offers our users the performance,
functionality, and cabin-space of a large premium smart SUV while priced close to a compact
premium SUV.

We believe that automotive technologies will continue to evolve, and as new technologies
enable us to create more compelling products for users to address their needs, we evolve our
products as well.

. Our existing product, Li ONE, utilizes our proprietary EREV solution, which
enables families to enjoy all the benefits of a premium SUV while free from range
anxiety. We are developing our X platform, which succeeds the existing EREV
platform for Li ONE and is equipped with our next-generation EREV powertrain
system. We plan to launch the first product on our X platform, a full-size premium
extended-range electric SUV, in 2022, and to launch two additional SUVs on our X
platform in 2023.

. We are investing heavily in the HPC (High-power Charging) BEV technologies. We
focus on developing our BEVs with ultra-fast charging capability, or HPC BEVs,
which we believe will deliver superior charging experience. Charging under our
planned HPC network will be faster, cheaper, and more accessible. We are
developing two platforms, Whale and Shark, for our future HPC BEVs. Starting
from 2023, we plan to launch at least two new HPC BEV models each year.
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. We believe that Level 4" autonomous driving will be the primary operating model
for all vehicles in the foreseeable future. We are investing significantly in our
proprietary autonomous driving technologies. Starting from 2022, all our new
vehicle models will be equipped with necessary hardware compatible with in-house
developed, future Level 4 autonomous driving as a standard configuration, and we
will continue to optimize our autonomous driving solutions leveraging our full-stack
proprietary software development capabilities.

The following diagram illustrates the development roadmap with the expected time of
delivery of our future electric vehicle models.

Starting from 2022, all our new
vehicle models will be equipped with
necessary hardware compatible with

Level 4 autonomous driving as a

standard configuration

Whale & Shark Platform

HPC BEV HPC BEV

X Platform

2021 Li ONE Full-size Premium Suv SuUv
Facelift Version SUV Smart SUV

At least 2 HPC BEVs
each year from 2023

Since our inception, we have been leveraging technologies to create value for our users.
We have invested in in-car technologies to provide joyful driving and riding experiences for
families. We have developed our signature four-display interactive system, full-coverage in-car
voice control system, and autonomous driving technologies. Furthermore, our utilization of
FOTA (firmware over-the-air) upgrades, a technology that updates vehicle firmware and
software remotely through cloud network, enables us to introduce additional functionality and
improve vehicle performance continuously throughout the entire vehicle lifecycle.

Leveraging the know-how accumulated from our delivery and servicing of Li ONEs, we
plan to equip our new vehicle models with optimized software (such as control algorithm) and
hardware (new EREV and HPC BEV powertrain systems) as well as enhanced NVH
performance. In addition, the planned adoption of high-voltage platform in our future HPC
BEV models could further enhance their driving range by reducing energy consumption.
Furthermore, our intelligent cockpit and autonomous driving technologies have been designed

According to CIC, the Society of Automotive Engineers categorizes autonomous driving into six levels ranging
from Level O to Level 5, which mainly refer to the different level of involvement of system regarding execution
of steering and acceleration (or deceleration), monitoring of driving environment, and fallback performance of
dynamic driving task. For Level O (no driving automation), there is no system involvement. For Level 1 (driver
assistance), system involves in execution of steering and acceleration (or deceleration) only under certain
conditions. For Level 2 (partial driving automation), system involves in execution of steering and acceleration
(or deceleration) when required by human drivers. For Level 3 (conditional driving automation), system
involves in execution of steering and acceleration (or deceleration) and monitoring of driving environment. For
Level 4 (high driving automation), system involves in execution of steering and acceleration (or deceleration),
monitoring of driving environment, and fallback performance of dynamic driving task under certain
conditions. For Level 5 (full driving automation), there is no human involvement and the system takes full
control. For different levels of autonomous driving, see “Industry Overview—The Future Trend: Smart
Vehicles.”
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with expandability and transferability across models, which allow us to smoothly migrate our
design language, interaction experience, and integrated systems into our future models to
further improve the intelligence level of all future models.

We have digitalized our user interactions and established our own direct sales and
servicing network to continuously improve operating efficiency. With our integrated online and
offline platform, we can achieve higher efficiency in sales and marketing than automakers that
rely on third-party dealerships to reach customers. In particular, we have developed a
data-driven, closed-loop digital platform to manage all user interactions from sales leads to test
drives to purchases and even to user reviews, which enables us to significantly reduce user
acquisition costs.

Quality is essential to our business. We manufacture in-house and collaborate with
industry-leading suppliers to ensure the high quality of our vehicles. We have built our own
manufacturing base in Changzhou, Jiangsu Province, China, which allows our engineering and
manufacturing teams to seamlessly collaborate with each other and streamline the feedback
loop for rapid product enhancements and quality improvements. We have also implemented
strict quality control protocols and measurements for selecting and managing our suppliers. As
of March 31, 2021, Li ONE was the only large SUV that has received top ratings under all of
the China Insurance Automotive Safety Index (C-IASI), the China Automobile Health Index
(C-AHI), and the China-New Car Assessment Program (C-NCAP), according to the CIC
Report.

The Challenge Facing China’s NEV Market

We believe that smart electric vehicles represent a trend of the automotive industry. China
is both the largest passenger vehicle market and the largest NEV market in the world as
measured by sales volume. China’s NEV market is currently skewed towards BEVs, as 81.1%
of the NEVs sold in China in 2020 were BEVs, according to the CIC Report. However, the
development of NEVs in China is currently facing one fundamental challenge: the
inconvenience of energy replenishment. The inconvenience of, and lengthy time needed for,
BEVs’ charging solutions cause range anxiety, which limits use cases and impedes the wider
acceptance of BEVs in China. As a result, sales volume of BEVs represents only 4.7% of sales
volume of total passenger vehicle in 2020, according to the CIC Report.

China faces a problem of inadequate private and public fast charging infrastructure. The
development of private charging infrastructure is affected by factors such as limited residential
parking space in cities with high population density, low percentages of residential parking
space suitable for installing home charging stalls, and power grid capacity limits in aged
residential areas. As of December 31, 2020, fewer than 25% of families in first-tier cities in
China had parking space suitable for installing home charging stalls, compared with over 70%
of families in the United States, according to the CIC Report. As a result, a substantial number
of BEV owners in China have to rely on public charging infrastructure. As of December 31,
2020, the ratio of NEV parc to public fast charging stalls was 15.9 to 1, according to the CIC
Report. This demonstrates the insufficient number of public fast charging stalls in China to
support the growth of BEVs.
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In addition, existing charging solutions are time-consuming and have always troubled
BEV owners as they usually take between 30 minutes and 60 minutes to charge a BEV.
Considering the additional waiting time, the total time for waiting and charging is longer than
consumers’ expectation and thus causes inconvenience to consumers.

Our Solution

To address the challenge facing China’s NEV market, any NEV energy replenishment
solution must be at least as convenient and efficient as an ICE vehicle (a vehicle powered by
internal combustion engine) energy replenishment solution and also must demonstrate
commercial viability. We have developed an EREV solution and are also investing in the HPC
BEV solution as both solutions could provide users with convenient energy replenishment
experience that is comparable to ICE vehicles.

The following diagram illustrates our EREV powertrain and the difference between
EREVs as compared to PHEVs, BEVs, and ICE vehicles.

Powertrain of Li ONE

c Battery pack

9 Range extension system

Front-drive and rear-drive
electric motor

Powertrain Illustration of Powertrain Energy Replenishment

EREV Slow charging
¢ T
«
A .

PHEV Slow cha.Iglng
¢ I et
]

BEV & (((( Fast charging
# Slow charging

& I ©

‘ Charging ﬁ Refueling
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EREYV Solution

We have developed our proprietary EREV technologies and applied them to our first
model, Li ONE.

An EREYV is purely electric-driven by its electric motor, but its energy source and power
come from both its battery pack and range extension system. A range extension system
generates electricity with a dedicated ICE designed with high fuel consumption efficiency, an
electric generator, and a speed reducer to connect them. Our Li ONE electric propulsion system
consists of a 145-kilowatt rear-drive electric motor, a 100-kilowatt front-drive electric motor,
and a 40.5-kilowatt-hour battery pack, which supports an electrically powered NEDC range of
188 kilometers. Li ONE’s range extension system consists of a 1.2-liter turbo-charged engine
configured and fine-tuned for EREV purpose, a 100-kilowatt electric generator, and a 55-liter
fuel tank. With its integrated powertrain system, Li ONE delivers a total NEDC range of 1,080
kilometers and energy efficiency of 6.05 liters per 100 kilometers or 17.7 kilowatt-hours per
100 kilometers, depending on its driving mode, according to the CIC Report.

Li ONE’s energy can be replenished by slow charging, fast charging, and refueling. Li
ONE can operate even when users have no access to charging infrastructure, thereby
completely eliminating range anxiety. Benefiting from its all-electric-driven propulsion, Li
ONE offers a similarly high-quality driving experience to that of BEVs, such as smooth
acceleration (acceleration from zero to 100 kilometers-per-hour in 6.5 seconds) and superior
NVH performance. The overall energy consumption level of Li ONE is much lower than that
of ICE vehicles in a similar class, as a result of its high energy efficiency range extension
system. In addition, in certain cities in China, our Li ONE users can also benefit from
vehicle-related tax exemptions in China and local government policies in favor of NEVs, such
as no quota limitations for vehicle license plate application and exemption from traffic
restrictions, although Li ONEs sold in Beijing and Shanghai cannot enjoy the exemptions from
the license plate restrictions. See “Risk Factors—Risks Relating to Our Business and
Industry—Changes in PRC government policies that are favorable for NEVs or domestically
manufactured vehicles could materially and adversely affect our business, financial condition,
results of operations, and prospects.”

Our next-generation EREV platform can support longer range, higher thermal efficiency,
and better NVH performance. It further enhances integration of the range extension system and
the electric motors to support higher electric power output and better acceleration performance.
It leverages a world-class chassis to support a larger vehicle body and provide optimal driving
experience and superior vehicle passing capability.

Despite the advancement of BEV technologies, potential development of charging
infrastructure, and the uncertainty of changes in existing policies promulgated by local
government on EREVs, the EREV market in the long run is still expected to grow significantly.
Although both EREVs and BEVs with ultra-fast charging may eliminate range anxiety, the
popularity of EREVs is still sustainable given that EREVs can provide longer travel distances
per energy refuel and allow for more flexibility for refueling. Furthermore, the coverage of
charging infrastructure of BEVs in rural areas or areas with lower population density may not
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be sufficient in the near future, which places EREVs in a more competitive position in these
areas. Consequently, the sales volume of EREVs is expected to increase from 0.03 million in
2020 to 0.4 million in 2025, which is expected to account for 7.3% of the total NEV sales
volume in 2025, according to the CIC report.

With the unique capabilities and features, we believe that our EREV technologies will
help accelerate the adoption of electric vehicles in China and contribute to China’s national
initiatives to build a low-carbon-emission society.

HPC BEYV Solution

As next-generation electric vehicle technologies continue to advance, we believe that it
is the right time to introduce an HPC BEV platform and future HPC BEV models. A number
of ultra-fast charging technologies such as high C-rate battery, high-voltage platform, and HPC
network, have emerged. We have been investing in the technology advancement in these areas
and plan to develop ultra-fast charging solutions, which aim to effectively address the
inconvenience of energy replenishment for BEVs. We plan to develop a high C-rate battery to
balance the cost, longevity, safety, and charging and discharging rate. We are also developing
key parts of the high-voltage platform, such as a high-voltage air compressor. To facilitate
commercialization of our HPC BEVs, we plan to deploy an HPC network that consists of
ultra-fast charging stations. Starting from 2023, we plan to launch at least two new HPC BEV
models each year. As a new entrant into the BEV market, we believe our proven product
defining capability, as substantiated by the track record of developing and delivering Li ONE,
deep understanding of the needs of families, and wide recognition of our brand and products
provide a solid foundation for competing with peer BEV manufacturers. We also believe our
HPC BEVs, which will be empowered by the next-generation electric vehicle technologies
developed with our strong research and development capabilities, will also significantly
improve charging efficiency and thereby effectively eliminate range anxiety, improve driving
experience, and differentiate us from our competitors. Our existing research and development
capabilities and accumulated know-how for EREVs, which we are leveraging in developing
BEVs in areas such as autonomous driving, control algorithm, and electric-driven system,
would also serve as our competitive advantage. We strategically plan to expand our product
line to launch both EREV and BEV models within our target price range so as to build a solid
brand trusted by families.

Competitive Landscape

The China automotive market is highly competitive. In 2020, there were 131 automobile
brands with passenger vehicles delivered in China. China has also become the world’s largest
market for NEVs, which are categorized by the PRC government into BEVs, PHEVs (including
EREVs), and FCEVs. In 2020, the NEV sales volume only accounted for 5.8% of the total
passenger vehicle sales volume, indicating massive future growth potential. Li ONE is the first
successfully commercialized EREV in China and defines a new market segment in China with
huge growth potential. In 2020, Li ONE was the best-selling new energy SUV, which is the
only EREV among the top 10 best-selling new energy SUVs, and was the sixth best-selling
NEV.
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We strategically focus on NEVs within a price range of RMB200,000 (approximately
US$31,000) to RMB500,000 (approximately US$76,000), and we compete with both ICE
vehicles and all kinds of NEVs (including BEVs, PHEVs, FCEVs) in the same price range. We
believe that our vehicles compete with premium vehicles regardless of powertrain
technologies. We believe that the primary competitive factors in our markets are: technological
innovation, product quality and safety, product pricing, sales efficiency, manufacturing
efficiency, branding, and design and styling. We believe that positive factors pertaining to our
competitive position include precise consumer targeting and product defining capabilities,
innovative designs and technologies, manufacturing cost management, distribution cost
management, and general management efficiency as a company. In 2020, the first full year after
Li ONE’s mass production in November 2019, Li ONE ranked as the best-selling new energy
SUV model in China with a 9.7% market share and ranked in the top six in China’s NEV market
in terms of sales volume with a 2.8% market share, and we ranked as the eleventh among all
the NEV brands in China in terms of sales volume, according to the CIC Report. Our
extraordinary product defining capability enables us to design Li ONE in anticipation of the
Chinese families’ demand for SUVs while balancing performance, configurations, costs, and
technologies. We also believe that the current technology advancement towards the next-
generation electric vehicles provides us with a unique opportunity to compete with existing
BEV players because such technology advancement is tantamount to a fresh development of a
brand new technology. The current mainstream BEV charging infrastructure operates on a
400-voltage platform and usually takes between 30 and 60 minutes to fully charge a BEV. The
next-generation charging infrastructure is expected to operate on an 800-voltage platform and
still requires significant commitment in research and development and investments in
brand-new charging stations compared to the current charging infrastructure. We have been
investing in next-generation electric vehicle technologies including high C-rate battery pack,
high-voltage platform, and HPC network. We believe that our investment and progress in the
research and development of the next-generation electric vehicle technologies is in line with
major existing BEV players. We expect our HPC BEVs to be equipped with the next-generation
electric vehicle technologies developed with our strong research and development capabilities,
with significantly improved charging efficiency reducing the charging time to between 10 and
15 minutes after 2023, and thereby effectively eliminate range anxiety, improve driving

experience, and differentiate us from our competitors.

See “Risk Factors—Risks Relating to Our Business and Industry—We may not be
successful in the highly competitive China automotive market.” for risks related to competition
in our industry.

OUR MARKET OPPORTUNITIES

China has become the world’s largest NEV market. In recent years, the PRC government
has provided great support and implemented various favorable policies to drive the
development of the NEV market. In addition, with the rapid advancement of NEV technology,
growing environmental awareness of consumers, and increasing acceptance of NEVs, the
growth of NEV sales volume has surpassed that of the ICE vehicles in China. According to the
CIC Report, the NEV sales volume increased from 0.6 million in 2017 to 1.2 million in 2020,

_8_



SUMMARY

representing 5.8% of the total passenger vehicle sales volume in 2020, indicating massive
future growth potential. The NEV market size is expected to grow from 2020 to 2025 at a
CAGR of 35.8%, compared to a CAGR of 4.0% during the same period for passenger vehicle
market size. The New Energy Vehicle Industry Development Plan (2021-2035) issued by the
MIIT in October 2020 has set China’s target NEV sales volume to be around 20% of total
vehicle sales volume by 2025. In 2020, Li ONE ranked the sixth in China’s NEV market in
terms of sales volume with a 2.8% market share, according to the CIC Report. We ranked the
third among the automakers that solely manufacture NEVs in terms of sales volume in 2020,
according to the CIC Report.

OUR STRENGTHS

We believe that the following strengths contribute to our success and differentiate us from
our competitors:

o Extraordinary and trend-setting product defining capability

We started the volume production of Li ONE in November 2019 and delivered over
72,000 Li ONEs as of July 31, 2021. In 2020, Li ONE ranked as the best-selling new
energy SUV model in China, according to the CIC Report. The success of Li ONE
demonstrates our insight into user demand and our extraordinary product defining
capabilities, which lay a solid foundation for the development of future models, including
both EREV and BEV models.

o Proprietary EREV and BEYV technologies

Our proprietary range extension system enables users to enjoy all the benefits of an
electric vehicle while freeing them from the range anxiety typically associated with
BEVs. The solid delivery record of Li ONE demonstrates our capability to successfully
leverage EREV technologies to deliver the superior performance and functionalities in
our product designing. The technologies and experience we accumulated will accelerate
the development of our X, Whale, and Shark platforms and empower the development of
our future platforms.

o Smart vehicle solutions delivering superior user experience

Capitalizing on advanced technologies in the industry, we have developed
proprietary smart vehicle solutions to significantly enhance our user experience. Our
high-performance Qualcomm 820A platform, Android-Linux dual system for in-car
interactive controls, signature four-display interactive system, full-coverage in-car voice
control system, FOTA upgrades, and cloud capability all deliver superior user experience,
and the 2021 Li ONEs are equipped with NOA as a standard configuration.
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° High efficiency in sales and marketing

We have developed our own integrated online and offline platform to interact
directly with users. With fully digitalized processes and continuous data-drive
optimization, we have achieved much high efficiency in sales and marketing than
automakers that rely on third-party dealerships to reach customers. We have established
our own direct sales and servicing network, and our high sales and marketing efficiency

allowed us to achieve profitability at a relatively early stage.

o Effective quality control capabilities

Quality is essential to our business. We have built our own Changzhou
manufacturing base, which allows us to implement strict quality control protocols and
measurements throughout the manufacturing process. We apply rigorous standards in the
vehicle development and validation process and work with word-class suppliers with high
quality standards.

o Combination of expertise from automotive, smart device, and internet industries

Our team has tremendous experience in their areas of expertise. The senior members
of our teams come from traditional and smart automotive, smart device, and internet
industries. They collaborate closely and complement each other to drive innovations

within our company.

For a detailed discussion of these strengths, see “Business—Our Strengths.”

OUR STRATEGIES

We aim to become a leading player in China’s NEV market. We provide families with
safe, convenient, and refined products and services. We aspire to create a sustainable path for
everyone to embrace vehicle electrification. We intend to pursue the following strategies to
achieve our mission:

° Continue to innovate in electrification and successfully launch future EREV and
BEV models

We will continue to develop new NEV models with best-in-class performance. We
plan to introduce a next-generation EREV platform in our three new vehicles planned for
2022 and 2023. We are investing in the research and development of next-generation
electric vehicle technologies including high C-rate battery, high-voltage platform, and
ultra-fast charging technologies. Leveraging these technologies, we are developing two
platforms, Whale and Shark, for our future HPC BEVs. Starting from 2023, we plan to
launch at least two new HPC BEV models each year.
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° Continue to innovate in vehicle intelligence and autonomous driving

We are dedicated to continuously improving the driving experience of our users and
delivering superior Level 4 autonomous driving to users. We intend to continue to
enhance our smart-vehicle solutions, and invest in progressive technologies and
proprietary smart vehicle solutions. We plan to further enhance our Level 2 autonomous
driving currently equipped on our vehicles and equip our future models with necessary
hardware compatible with in-house developed, future Level 4 autonomous driving as a
standard configuration.

° Further expand sales network and optimize efficiency

We plan to expand to broader regions across China to reach new prospective users.
We also plan to optimize our sales and marketing efficiency by leveraging our integrated
online and offline platforms. In addition, we will continue to strengthen our digitalized
system to integrate and connect all stages of the vehicle sales and servicing process to
achieve higher efficiency in sales and marketing.

° Continue to pursue operational excellence and cost improvement

We believe that ensuring the quality of the software in vehicles is of increased
importance. We intend to allocate a larger proportion of our development efforts to
improving software quality while continuing to incrementally improve our vehicle
hardware. Meanwhile, we will continue to optimize our costs of operation by following
a design-for-cost philosophy and minimizing personalized configuration options to
achieve the highest possible economies of scale.

For a detailed discussion of these strategies, see “Business—Our Strategies.”
OUR SALES AND DISTRIBUTION INFRASTRUCTURE

We build and operate our own sales and distribution infrastructure and sell our vehicles
directly to our users. As of July 31, 2021, we had 109 retail stores across major cities in China.
We locate our retail stores in selected shopping malls where our targeted users are likely to
patronize, instead of central business districts or landmark buildings. As of July 31, 2021, we
had 42 delivery centers and 29 servicing centers across major cities in China. Delivery and
servicing centers perform in-person delivery and maintenance and repairs, and are generally
located in the suburbs with convenient transportation. We believe that our direct sales model
not only improves economic and operational efficiency significantly, but also provides our
users with superior purchasing experiences consistent with our values and brand image. We
have an efficient sales and servicing network and achieved an average of over 100 vehicles
delivered per store in December 2020, compared with an average of approximately 50 of our
peers in China, according to the CIC Report.
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OUR SUPPLY CHAIN

We collaborate with over 190 suppliers for over 1,900 sourced parts to build our Li ONE.
We expect to benefit from economies of scale with our production volume ramp-up. We have
developed close partnership with suppliers for key parts, such as CATL for battery packs,
Inovance for electric motor controllers, Saint-Gobain for windshields, and SDS for multi-mode
hybrid transmissions. We own the IP rights for the co-developed components with the suppliers
pursuant to our agreements with them. We make sourcing decisions taking into account quality,
cost, and lead-time. Our supply management team works closely with suppliers to ensure the
availability of required supply, and our supplier quality engineers are responsible for managing
the production processes of suppliers to ensure that our quality standards are met.

OUR RESEARCH AND DEVELOPMENT

As an emerging automaker, we heavily rely on research and development to establish and
strengthen our market position. We conduct our research and development activities relating to
intelligent vehicle technologies primarily in our headquarters in Beijing, China. On May 1,
2021, our new research and development center in Shanghai, China started its operation. Our
Beijing and Shanghai teams are developing electric vehicle technologies, such as next-
generation powertrain system, high C-rate battery, high-voltage platform, ultra-fast charging
technologies, autonomous driving technologies, next-generation intelligent cockpit, operating
systems, and computing platforms. We also maintain a production engineering and technology
center in Changzhou, Jiangsu Province, China. As of March 31, 2021, we had 1,633 employees
engaging in research and development, including automotive design and engineering,
intelligent systems, and autonomous driving departments.

WEIGHTED VOTING RIGHTS STRUCTURE AND OUR CONTROLLING
SHAREHOLDERS

The Company has a weighted voting rights structure. Under this structure, the Company’s
share capital comprises Class A Ordinary Shares and Class B Ordinary Shares. Each Class A
Ordinary Share entitles the holder thereof to exercise one vote, and each Class B Ordinary
Share entitles the holder thereof to exercise ten votes, on any resolution tabled at the
Company’s general meetings, except for resolutions with respect to a limited number of
Reserved Matters, in relation to which each Share is entitled to one vote.

Immediately upon the completion of the Global Offering, the WVR Beneficiary, being the
holder of the Class B Ordinary Shares, will be Mr. Li. Assuming (i) the Over-allotment Option
is not exercised, (ii) none of the Performance Conditions is met and no Award Premium is paid
in respect of any CEO Award Shares, (iii) no further Shares are issued under the Share
Incentive Plans or pursuant to the conversion of the 2028 Notes, and (iv) without taking into
account the voting rights attached to the 32,957,578 Class A Ordinary Shares (as of the Latest
Practicable Date) issued to the Depositary for bulk issuance of ADSs reserved for future
issuances upon the exercise or vesting of awards granted under the Share Incentive Plans, Mr.
Li will beneficially own and will control, through his intermediaries, an aggregate of
355,812,080 Class B Ordinary Shares and 108,557,400 CEO Award Shares (which are Class A
Ordinary Shares with one vote per share), representing (a) approximately 22.63% of our issued
Shares; (b) approximately 69.59% of the voting rights in our Company with respect to
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shareholder resolutions relating to matters other than the Reserved Matters and (c)
approximately 18.23% with respect to shareholder resolutions relating to Reserved Matters.
For further details, please see the section headed “Share Capital—Weighted Voting Rights
Structure” in this document.

Mr. Li holds his interests in our Company through Amp Lee Ltd., which is wholly owned
by Cyric Point Enterprises Limited, the entire interest of which is in turn held by a trust that
was established by Mr. Li (as the settlor) for the benefit of himself and his family. Therefore
Mr. Li will be a Controlling Shareholder of our Company after the Listing. Our Controlling
Shareholders confirmed that as of the Latest Practicable Date, they did not have any interest
in a business, apart from the business of our Group, which competes or is likely to compete,
directly or indirectly, with our business that would require disclosure under Rule 8.10 of the
Listing Rules. Our Directors believe that we are capable of carrying out our business
independently of our Controlling Shareholders and their close associates. For further details
about our Controlling Shareholders, please refer to the section headed “Relationship with the
Controlling Shareholders.”

The Company’s WVR Structure enables the WVR Beneficiary to exercise voting control
over the Company notwithstanding the WVR Beneficiary does not hold a majority economic
interest in the share capital of the Company. This allows the Company to benefit from the
continuing vision and leadership of the WVR Beneficiary who controls the Company with a
view to its long-term prospects and strategy.

Mr. Li is the Founder of our Company. Since the inception of our business, Mr. Li has
been pivotal to our success and has been materially responsible for the long-term strategies and
continued growth of our business. Mr. Li is one of the few rare successful serial entrepreneurs
in China. The establishment of Li Auto Inc. is the third time for Mr. Li to start a new business.
Mr. Li has the capabilities to start a business from the scratch and develop it into prosperity
and success. Mr. Li’s successful founding and operating of Autohome Inc. (NYSE: ATHM), the
world’s largest automobile portal, demonstrates his insight, vision, experience, and capabilities
as one of the best internet product managers in China. Leveraging this rich entrepreneurship
experience, Mr. Li believes that user demand is a critical factor affecting vehicle purchase
decision-making and one of the bottlenecks for massive vehicle electrification was the charging
infrastructure in light of the booming needs for energy replenishment of NEV users. Under his
leadership as the founder and chief executive officer, our Company successfully introduced its
first EREV model, Li ONE during the transitional window from ICE vehicles to BEVs. The
growth of Li ONE sales since its debut in December 2019 proves the visionary strategy of Mr.
Li, who envisioned, and was instrumental for designing the fundamental features of Li ONE,
including the iconic EREV powertrain and the cabin interactive system. Our Company’s
proprietary range extension system enables users to enjoy all the benefits of an electric vehicle
while freeing them from the range anxiety typically associated with BEVs. In addition, the
four-display cabin interactive system evolves from Mr. Li’s deep thinking of the interplay of
intelligent devices and intelligent vehicles. While not directly responsible for engineering,
Mr. Li was the mastermind behind these defining features of Li ONE. In the meantime, Mr. Li
also has in-depth insight into the advance development of future technologies, such as
ultra-fast charging technologies, autonomous driving and intelligent cabin and leads our
Company to develop new BEV models. Mr. Li’s contribution to the Company is
further exemplified by the successful business model of the Company, particularly the direct
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sales and servicing network. Mr. Li’s earliest innovation in automobile sales could be dated
back to the operation of Autohome Inc., where he had accumulated experience in online and
direct vehicle sales. This experience enabled Mr. Li to understand the limits of traditional
dealership-based automobile sales system, including lack of data-driven insights to streamline
sales and improve user experience, and Mr. Li set Autohome Inc. to address these
issues. Leveraging the Autohome Inc. experience, Mr. Li was able to further realize his idea
of efficient direct sales and servicing network, significantly reducing the cost of channels to
benefit users. Mr. Li has outstanding management abilities in navigating the direction of our
Company. As a successful entrepreneur, Mr. Li has created a diligent and efficient corporate
culture. Through his insight and vision, Mr. Li has the personality to attract talents in the fields
of automotive engineering and manufacturing, vehicle intelligence, autonomous driving, and
AT algorithms.

Prospective investors are advised to be aware of the potential risks of investing in
companies with a WVR Structure, in particular that the interests of the WVR Beneficiary may
not necessarily always be aligned with those of our Shareholders as a whole, and that the WVR
Beneficiary will be in a position to exert significant influence over the affairs of our Company
and the outcome of shareholders’ resolutions. Prospective investors should make the decision
to invest in our Company only after due and careful consideration. For further information
about the risks associated with the WVR Structure adopted by our Company, please refer to the
sections headed “Risk Factors—Risks Relating to the Global Offering and the Dual
Listing—Our dual-class voting structure will limit your ability to influence corporate matters
and could discourage others from pursuing any change of control transactions that holders of
our Class A ordinary shares or ADSs may view as beneficial” and “Risk Factors—Risks
Relating to the Global Offering and the Dual Listing—Certain principal shareholders have
substantial influence over our key corporate matters and will continue to have such influence
following the Global Offering.”

As we are seeking a dual primary listing as an issuer with a WVR structure, we are subject
to: (a) certain shareholder protection measures and governance safeguards under Chapter 8A
of the Hong Kong Listing Rules, including Rule 8 A.44 of the Hong Kong Listing Rules, which
requires our WVR Structure to give force to the requirements of certain rules under Chapter
8A of the Hong Kong Listing Rules by incorporating them into our Articles; and (b) the articles
requirements set out in Appendix 3 and Appendix 13 to the Hong Kong Listing (the “Listing
Rules Articles Requirements™). Our Articles do not currently comply with some of the Listing
Rules Articles Requirements, and we undertake to put forth resolutions to amend our Articles
to comply with these requirements at an extraordinary general meeting to be convened in or
before January 2022.

Furthermore, we undertake to, at the same extraordinary general meeting, seek
shareholders’ approval to amend our Articles to incorporate the Termination of Founder
Entity’s Special Rights, the Quorum Requirement, the GM Postponement Requirement, the
Amendment of Directors’ Class Right Related Powers, the Amendment of Auditor
Appointment Powers and the Forum Selection Clarification into the Articles. Details of these
proposed amendments are set out in the section headed ‘“Waivers and
Exemptions—Requirements relating to the Articles of Association of the Company” of this
document.
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In addition, save for certain specified exceptions, we undertake to fully comply with the
Unmet Listing Rules Articles Requirements, the Termination of Founder Entity’s Special
Rights, the GM Postponement Requirement, the Amendment of Directors’ Class Right Related
Powers, the Amendment of Auditor Appointment Powers and the Forum Selection Clarification
before our Articles are formally amended such that immediately upon the Listing, we will be
subject to, and will fully comply with, such requirements as if they have already been
incorporated into our existing Articles upon the Listing. For further details, please see
“Waivers and Exemptions—Requirements Relating to the Articles of Association of the
Company” and “Share Capital—Weighted Voting Rights Structure”.

RISK FACTORS

Our operations and the Global Offering involve certain risks and uncertainties, some of
which are beyond our control and may affect your decision to invest in us and/or the value of
your investment. See the section headed “Risk Factors” for details of our risk factors, which
we strongly urge you to read in full before making an investment in our Shares. Some of the
major risks we face include:

. we have a limited operating history and face significant challenges as a new entrant
into our industry;

. our ability to develop, manufacture, and deliver automobiles of high quality and
appeal to users, on schedule, and on a large scale is unproven and still evolving;

. we currently depend on revenues generated from a single model of vehicles and in
the foreseeable future from a limited number of models;

. we are subject to risks associated with EREVs;

. we recorded net losses and had negative net cash flows from operations in the past,
and we have not been profitable, which may continue in the future;

. our vehicles may not perform in line with user expectations and may contain defects;
. we may not be successful in the highly competitive China automotive market;
. our research and development efforts may not yield the results as expected;

. we could experience disruptions in supply of raw materials or components used in
our vehicles from our suppliers, some of which are our single-source suppliers for
the components they supply;

. If the PRC government deems that our contractual arrangements with our VIEs do
not comply with PRC regulatory restrictions on foreign investment in the relevant
industries, or if these regulations or the interpretation of existing regulations change
in the future, we could be subject to severe penalties or be forced to relinquish our
interests in those operations;

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

. our ADSs may be delisted under the Holding Foreign Companies Accountable Act
if the PCAOB is unable to inspect auditors who are located in China. The delisting
of our ADSs, or the threat of their being delisted, may materially and adversely
affect the value of your investment. Additionally, the inability of the PCAOB to
conduct inspections deprives our investors with the benefits of such inspections.
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CONTRACTUAL ARRANGEMENTS

Our Company operates or may operate in certain industries that are subject to restrictions
under current PRC laws and regulations. In order to comply with such laws, while availing
ourselves of international capital markets and maintaining effective control over all of our
operations, we control our Consolidated Affiliated Entities through the Contractual
Arrangements entered into on April 21, 2021. Hence, we do not directly own any equity interest
in our Consolidated Affiliated Entities. Pursuant to the Contractual Arrangements, we have
effective control over the financial and operational policies of our Consolidated Affiliated
Entities and are entitled to all the economic benefits derived from the Consolidated Affiliated
Entities’ operations. For further details, please see the section headed “Contractual
Arrangements” in this document.

The following simplified diagram illustrates the flow of economic benefits from our
Consolidated Affiliated Entities to our Company stipulated under the Contractual

Arrangements:
Our Company
100%
A
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I and consulting ,/ , and consulting '
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1 Beijing CHJ Xindian 1
E and its subsidiaries©” Information E
i K K i
. ____| Relevant Registered Relevant Registered | |
Shareholders” Shareholders®
Notes:

(1)  Beijing CHJ is owned by Mr. Li Xiang as to 90.27%, Mr. Shen Yanan as to 5.08% and Mr. Li Tie as to 4.65%.

(2)  Xindian Information is owned by Mr. Li Xiang as to 74%, Mr. Fan Zheng as to 12.92%, Mr. Shen Yanan as
to 3.78%. Mr. Li Tie as to 3.46%, Mr. Qin Zhi as to 1.89%, Mr. Liu Qinghua as to 1.09%, Mr. Wei Wei as to
0.46%, Mr. Song Gang as to 0.43%, Mr. Ye Qian as to 0.02% and Mr. Xu Bo as to 1.95%.

(3) “—>" denotes direct legal and beneficial ownership in the equity interest.
(4)  “--->” denotes contractual relationship.
(5) “----” denotes the control by WFOE over the Registered Shareholders and our VIEs through (i) powers of

attorney to exercise all shareholders’ rights in our VIESs; (ii) exclusive call options to acquire all or part
of the equity interests in our VIEs; and (iii) equity pledges over the equity interests in our VIEs.
(6)  These include certain companies which do not currently carry out any business operations but intend to carry
out businesses which are subject to foreign investment restrictions in accordance with the 2020 Negative List.
For details of the subsidiaries of our VIEs, see “History, Reorganization and Corporate Structure.”
(7)  50% of the equity interest in Chongqing Lixiang is held by Beijing CHJ and the remaining 50% is indirectly
held by our Company. For details of the subsidiaries of our VIEs, see “History, Reorganization and Corporate
Structure.”
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Please refer to the sections headed “Risk Factors—Risks Relating to Our Corporate

Structure” and “Contractual Arrangements—Development in PRC Legislation on Foreign

Investment” for further details.

SUMMARY OF HISTORICAL FINANCIAL INFORMATION

The following tables set forth summary financial data from our consolidated financial

information for the Track Record Period, extracted from the Accountant’s Report set out in

Appendix I to this document. The summary consolidated financial data set forth below should

be read together with, and is qualified in its entirety by reference to, the consolidated financial

statements in this document, including the related notes, as well as the section headed

“Financial Information.” Our consolidated financial information was prepared in accordance

with U.S. GAAP.

Summary Consolidated Statements of Comprehensive Loss

Revenues:
—Vehicle sales
—Other sales and services

Total revenues

Cost of sales:
—Vehicle sales
—Other sales and services

Total cost of sales

Gross (loss)/profit
Operating expenses:
—Research and development
—Selling, general and
administrative

Total operating expenses

For the Three Months

For the Year Ended December 31, Ended March 31,
2018 2019 2020 2020 2021
RMB RMB RMB US$ RMB RMB US$
(in thousands)
(unaudited)
280,967 9,282,703 1,416,817 841,058 3,463,673 528,660
3,400 173,906 26,543 10,617 111,528 17,022
284,367 9,456,609 1,443,360 851,675 3,575,201 545,682
(279,555) (7,763,628) (1,184,961)  (769,996) (2,878,994)  (439,420)
(4,907) (143,642)  (21,924)  (13,391)  (79,474)  (12,130)
(284,462) (7,907,270) (1,206,885) (783,387) (2,958,468)  (451,550)
95) 1,549,339 236,475 68,288 616,733 94,132
(793,717) (1,169,140) (1,099,857)  (167,871)  (189,690)  (514,500)  (78,528)
(337,200)  (689,379) (1,118,819) (170,765)  (112,761)  (509,924)  (77,830)
(1,130,917) (1,858,519) (2,218,676) (338,636)  (302,451) (1,024,424) (156,358)
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Loss from operations

Other (expense)/income

Interest expense

Interest income

Investment income/(loss), net

Share of loss of equity
method investees

Foreign exchange (loss)/gain,
net

Changes in fair value of
warrants and derivative
liabilities

Others, net

Loss before income tax
expense

Net loss

Net loss attributable to
ordinary shareholders of
Li Auto Inc.

Total other comprehensive
income/(loss), net of tax

Total comprehensive loss,
net of tax

Comprehensive loss
attributable to ordinary
shareholders of Li Auto
Inc.

For the Three Months

For the Year Ended December 31, Ended March 31,
2018 2019 2020 2020 2021
RMB RMB RMB US$ RMB RMB US$
(in thousands)
(unaudited)

(1,130,917) (1,858,614) (669,337) (102,161) (234,163) (407,691)  (62,226)
(63,467)  (83,667)  (66,916)  (10,213)  (19,635)  (14,582) (2,226)
3,582 30,256 41,316 6,306 7,595 29,694 4,532
68,135 49,375 213,600 32,602 (23,770) 148,778 22,708
(35,826)  (162,725) (2,520) (385) (420) (322) (49)
(3,726) 31,977 (6,719) (1,026) 1,970 (93,494)  (14,270)
— (426,425 272,327 41,565 176,283 — —
(3,077 1,949 29,372 4,483 654 3,605 550
(1,165,296) (2,417,874) (188,877)  (28,829)  (91,486) (334,012)  (50,981)
(1,532,318) (2,438,536) (151,657)  (23,148)  (77,113) (359,967)  (54,943)
(1,849,638) (3,281,607)  (791,985)  (120,881) (233,732)  (359,967)  (54,943)
12,954 2,851 (1,020,728)  (155,794) (5,088) 107,644 16,430
(1,519,364) (2,435,685) (1,172,385) (178,942)  (82,201)  (252,323)  (38,513)
(1,836,684) (3,278,756) (1,812,713) (276,675) (238,820) (252,323)  (38,513)
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We started volume production of Li ONE in November 2019 and began making deliveries
of Li ONEs in December 2019, making 2020 our first full year after commencing vehicle
deliveries. Our total revenues increased from RMB284.4 million in 2019 to RMB9.5 billion
(US$1.4 billion) in 2020, and increased from RMB851.7 million for the three months ended
March 31, 2020 to RMB3.6 billion (US$545.7 million) for the three months ended March 31,
2021, primarily due to the increase in vehicle deliveries with the continuing expansion of our
sales and servicing network. Our cost of revenues increased from RMB284.5 million in 2019
to RMB7.9 billion (US$1.2 billion) in 2020, and increased from RMB783.4 million for the
three months ended March 31, 2020 to RMB3.0 billion (US$451.6 million) for the three
months ended March 31, 2021, primarily due to the increase of direct production and material
costs, labor costs, manufacturing overhead, shipping and logistic costs, and reserves for
estimated warranty costs. The increase of the cost of sales was the result of the increase in sales
volume of vehicles. We had not recognized any share-based compensation expenses for option
granted in 2018 and 2019, because we consider that it is not probable that the performance
conditions related to our initial public offering will be satisfied until the event occurs. Our
share-based compensation expenses allocated to research and development expenses were
RMB60.8 million (US$9.3 million) in 2020, including cumulative share-based compensation
expenses recognized upon the completion of our initial public offing in the United States, and
increased from nil for the three months ended March 31, 2020 to RMB116.6 million (US$17.8
million) for the three months ended March 31, 2021, primarily due to incremental share options
granted with higher fair value in January 2021 while no share-based compensation expenses
were recognized for stock options with service conditions and a performance condition related
to our initial public offering in the first quarter of 2020. Excluding the share-based
compensation expenses, our research and development expenses decreased from RMBI1.2
billion in 2019 to RMBI1.0 billion (US$158.6 million) in 2020, primarily attributable to a
decrease in design and development expenses due to higher validation and testing fees that we
incurred in 2019 to prepare for the production of Li ONE, and increased from RMB189.7
million in the three months ended March 31, 2020 to RMB397.9 million (US$60.7 million) in
the three months ended March 31, 2021, primarily attributable to increased research and
development activities for our future vehicle models and increased headcount. See “Financial
Information—Period-to-Period Comparison of Results of Operations.”

We were loss-making during the Track Record Period. In 2018, 2019, and 2020 and for
the three months ended March 31, 2021, we incurred net loss of RMB1.5 billion, RMB2.4
billion, RMB151.7 million (US$23.1 million), and RMB360.0 million (US$54.9 million),
respectively. The net losses incurred in 2018 and 2019 were primarily due to the fact that we
began making vehicle deliveries and generating revenues in December 2019 while incurring
expenses for the entire period in order to launch our first model. The net losses incurred in 2020
and the first quarter of 2021 were primarily due to (i) the substantial amount of research and
development expenses incurred to develop future vehicles and autonomous driving
technologies and (ii) the substantial amount of selling, general, and administrative expenses
incurred to expand our sales and servicing network and increase our brand awareness. For risks
relating to our continuing loss-making in the future, including expected widening loss-making
in 2021, see “Risk Factors—We recorded net losses and had negative net cash flows from
operations in the past, and we have not been profitable, which may continue in the future.”
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Summary Consolidated Balance Sheets

As of December 31, As of March 31,
2018 2019 2020 2021
RMB RMB RMB US$ RMB US$

(in thousands)

Cash and cash equivalents 70,192 1,296,215 8,938,341 1,364,258 6,070,720 926,573
Restricted cash 25,000 140,027 1,234,178 188,372 2,111,642 322,300
Time deposits and short-term

investments 859,913 2,272,653 19,701,382 3,007,017 22,175,797 3,384,688
Total current assets 2,294,340 5,065,839 31,391,109 4,791,218 32,334,910 4,935,272
Total non-current assets 3,486,600 4,447,583 4,982,167 760,426 5,409,231 825,610
Total assets 5,780,940 9,513,422 36,373,276 5,551,644 37,744,141 5,760,882
Trade and notes payable 337,107 624,666 3,160,515 482,389 4,311,223 658,021
Accruals and other current

liabilities 1,272,126 867,259 647,459 98,821 742,154 113,275
Total current liabilities 1,749,373 4,679,720 4,309,221 657,715 5,549,605 847,036
Total non-current liabilities 1,228,303 252,571 2,260,458 345,012 2,461,876 375,755
Total liabilities 2,977,676 4,932,291 6,569,679 1,002,727 8,011,481 1,222,791
Net current assets 544,967 386,119 27,081,888 4,133,503 26,785,305 4,088,236
Net assets 2,803,264 4,581,131 29,803,597 4,548,917 29,732,660 4,538,091
Total mezzanine equity 5,199,039 10,255,662 — — — —
Total shareholders’

(deficit)/equity (2,395,775)  (5,674,531) 29,803,597 4,548917 29,732,660 4,538,091

Total liabilities, mezzanine
equity and shareholders’
(deficit)/equity 5,780,940 9,513,422 36,373,276 5,551,664 37,744,141 5,760,882

We had net current assets of RMB545.0 million, RMB386.1 million, RMB27.1 billion
(US$4.1 billion), and RMB26.8 billion (US$4.1 billion) as of December 31, 2018, 2019, and
2020 and March 31, 2021, respectively.

Our net current assets slightly decreased from RMB27.1 billion (US$4.1 billion) as of
December 31, 2020 to RMB26.8 billion (US$4.1 billion) as of March 31, 2021, primarily due
to an increase of RMB1.2 billion in trade and notes payable for raw materials attributable to
the expansion of our business, partially offset by (i) the increase of RMB335.7 million in
inventories attributable to the expansion of our business, (ii) the increase of RMB484.3 million
in cash and cash equivalents, restricted cash, and time deposits and short-term investments
primarily attributable to the positive net cash flows provided by operating activities, and (iii)
the increase of RMB124.9 million in prepayments and other current assets primarily
attributable to the increased deductible VAT input and increased prepayments to vendors.
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Our net current assets increased from RMB386.1 million as of December 31, 2019 to
RMB27.1 billion (US$4.1 billion) as of December 31, 2020, primarily due to (i) an increase
of RMB17.4 billion in time deposits and short-term investments attributable to an increase in
redeemable and low-risk investment products and time deposits purchased at major banks in
China and overseas, (ii) an increase of RMB7.6 billion in cash and cash equivalents due to cash
proceeds from our Series D convertible redeemable preferred share financing, the initial public
offering, and the follow-on offering in the United States, (iii) an increase of RMB1.1 billion
in restricted cash attributable to an increase in deposits held in designated bank accounts for
the issuance of letter of credit, bank guarantee, and bank acceptance bill, and (iv) a decrease
of RMB1.6 billion in warrants and derivative liabilities primarily attributable to the exercise
of conversion rights by the preferred shareholders upon the completion of the initial public
offering in the United States.

Our net current assets decreased from RMBS545.0 million as of December 31, 2018 to
RMB386.1 million as of December 31, 2019, primarily due to (i) an increase of RMB1.6 billion
in warrants and derivative liabilities attributable to the warrants and conversion feature related
to preferred shares that were accounted for using fair value, (ii) an increase of RMB692.5
million in current convertible debts attributable to the convertible loan from Wunan, and (iii)
a decrease of RMBS505.1 million in prepayments and other current assets in connection with
prepayments for raw materials, partially offset by (y) an increase of RMB1.4 billion in time
deposits and short-term investments primarily attributable to an increase in redeemable and
low-risk investment products and time deposits purchased at major banks in China and
overseas, and (z) an increase of RMB1.2 billion in cash and cash equivalents primarily
attributable to cash proceeds from our Series B3 and Series C convertible redeemable preferred
share financings in 2019.

We had net assets of RMB2.8 billion, RMB4.6 billion, RMB29.8 billion (US$4.5 billion),
and RMB29.7 billion (US$4.5 billion) as of December 31, 2018, 2019, and 2020 and March 31,
2021. The increase in net assets from 2018 to 2020 was primarily due to our financing activities
including Series C and Series D convertible redeemable preferred share financing, the initial
public offering, and the follow-on offering in the United States, while the slight decrease of net
assets as of March 31, 2021 compared to the net assets as of December 31, 2020 was primarily
due to the net loss for the three months ended March 31, 2021.

For a detailed discussion on our key balance sheet items and material changes in the

various working capital items, see “Financial Information—Discussion of Certain Key Balance
Sheet Items” and “—Liquidity and Capital Resources.”
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Summary Consolidated Statements of Cash Flows

Net cash flow (used
in)/provided by operating
activities before
changes in operating
assets and liabilities

Changes in operating assets
and liabilities

Interest paid

Net cash (used in)/provided
by continuing operating
activities

Net cash (used in)/provided
by discontinued operating
activities

Net cash (used in)/provided
by operating activities

Net cash used in investing
activities

Net cash provided by/(used
by) financing activities

Effects of exchange rate
changes on cash, cash

equivalents, and restricted

cash

Net (decrease)/increase in

cash, cash equivalents, and

restricted cash

Cash, cash equivalents,
and restricted cash at
the beginning of the
year/period

Cash, cash equivalents, and
restricted cash at the end
of the year/period

For the Three Months

For the Year Ended December 31, Ended March 31,
2018 2019 2020 2020 2021
RMB RMB RMB US$ RMB RMB US$
(in thousands)
(unaudited)

(970,437) (1,629,084) 65,242 9,958  (166,893) 157,022 23,967
(310,443)  (153,561) 3,067,838 468,244 103,309 767,433 117,133
— 330 6,576 1,004 429 1,888 288
(1,280,880) (1,782,315) 3,139,656 479,206 (63,155) 926,343 141,388
(65,925)  (11,395) 148 23 148 — —
(1,346,805) (1,793,710) 3,139,804 479,229 (63,007) 926,343 141,388
(191,512) (2,574,836) (18,737,725) (2,859,935)  (181,417) (2,892,396)  (441,466)
1,108,658 5,655,690 24,710,697 3,771,589  (135,977) — —
3,299 53,722 (376,646)  (57,487) 4,660 (24,104) (3,679)
(426,360) 1,340,866 8,736,130 1,333,396  (375,741) (1,990,157)  (303,757)
521,883 95,523 1,436,389 219,234 1,436,389 10,172,519 1,552,630
95,523 1,436,389 10,172,519 1,552,630 1,060,648 8,182,362 1,248,873

We had net operating cash outflows of RMB1.3 billion and RMB1.8 billion in 2018 and
2019, primarily due to net loss recorded before we generated revenues. For more details, see

“Financial Information—Liquidity and Capital Resources.”
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Reconciliation Between U.S. GAAP and IFRS

It should be noted that the consolidated financial statements are prepared in accordance
with U.S. GAAP, which differ in certain respects from IFRS. Preferred shares, convertible
debts, leasing accounting, and financial assets at fair value through profit or loss are the four
material reconciling items.

The effect of material differences between our historical financial information prepared
under U.S. GAAP and IFRS are as follows:

Reconciliation of net loss attributable to ordinary shareholders of Li Auto Inc. in the
consolidated statements of comprehensive loss

For the Three Months

For the Year Ended December 31, Ended March 31,
2018 2019 2020 2020 2021
RMB RMB RMB RMB RMB
(in thousands)
(unaudited)
Net loss attributable to ordinary
shareholders of Li Auto Inc.
as reported under
U.S. GAAP (1,849,638)  (3,281,607) (791,985) (233,732) (359,967)
IFRS adjustments
Preferred Shares 330,125 (1,054,423) (29,965,125) (343,126) —
Convertible debts 13,523 (23,752) 1,170 (871) —
Leases (6,127) (11,239) (16,911) (2,483) (2,700)
Investments measured at fair
value 6,205 — 13,399 — (12,198)
Share-based compensation — (117,328) 117,328 (4,839) —
Issuance costs — (9,488) (28,737) (3,665) (6,498)
Net loss attributable to
ordinary shareholders of Li
Auto Inc. as reported under
IFRS (1,505,912)  (4,497,837) (30,670,861) (588,716) (381,363)
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Reconciliation of total shareholders’ (deficit)/equity of the Group in the consolidated
balance sheets and total shareholders’ (deficit)/equity of the parent company in the parent
company only balance sheets

As of
As of December 31, March 31,
2018 2019 2020 2021
RMB RMB RMB RMB
(in thousands)
Total shareholders’ (deficit)/equity as
reported under U.S. GAAP (2,395,775) (5,674,531) 29,803,597 29,732,660
IFRS adjustments
Preferred Shares 297,058 (750,037) — —
Convertible debts 13,018 (10,734) — —
Leases (10,177) (21,4106) (38,327) (41,027)
Investments measured at fair value 6,205 6,205 19,604 7,406
Issuance costs — (9,488) — (6,498)
Total shareholders’ (deficit)/equity as
reported under IFRS (2,089,671) (6,460,001) 29,784,874 29,692,541

Please see “Financial Information—Reconciliation between U.S. GAAP and IFRS” for a
more detailed discussion of the major differences between U.S. GAAP and IFRS in the main

reconciling items.

IMPACT OF THE COVID-19 PANDEMIC ON OUR OPERATIONS AND FINANCIAL
PERFORMANCE

The COVID-19 pandemic has affected China’s automotive industry in general and our
Company and our suppliers in particular, resulting in a reduction of vehicles manufactured and
delivered in the first quarter of 2020. Due to the COVID-19 pandemic and the related
nationwide precautionary and control measures that were adopted in China starting in January
2020, we postponed the production in our Changzhou manufacturing facility after the Chinese
New Year holiday in February 2020 for approximately three weeks, and also experienced
short-term delays in our suppliers’ delivery of certain raw materials needed for production,
such as the seat blanket and the cast blank of the brake caliper from Hubei Province, ranging
from approximately two weeks to two months. As a result of varying levels of travel and other
restrictions for public health concerns in various regions of China, we also temporarily
postponed the delivery of Li ONE to our users for approximately one month. In addition, we
did not open any new retail stores from January 2020 to April 2020. Following this temporary
closure in February 2020, we reopened our retail stores and delivery and servicing centers and
have resumed vehicle delivery to our users. By the end of March 2020, the business activities

of our suppliers had fully recovered and their delivery of raw materials had resumed to the
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normal level. In May 2020, we started to open new retail stores as the spread of the COVID-19
slowed down in China. The delay in our production ramp-up, expansion of retail stores, and
vehicle delivery adversely affected our results of operations for the first quarter of 2020. We
did not experience any material cancellation of orders by our users during the COVID-19

pandemic.

Currently, our manufacturing facility has gradually increased its production capacity in
accordance with anticipated vehicle delivery based on user orders, and we have not
experienced significant constraints on our supply chain or significant increases in our supply
costs as a result of the COVID-19 pandemic. Although our vehicle deliveries in the first quarter
of 2020 were adversely affected by the COVID-19 pandemic, we achieved satisfactory delivery
results in the second, third, and fourth quarter of 2020 and in the first quarter of 2021, as the
impact of the COVID-19 pandemic began to alleviate starting from the second quarter of 2020,
with most restrictive measures lifted and most of our operations back to the normal level. The
total number of vehicles that we delivered in the second quarter of 2020 was 6,604,
representing an increase of 128.0% from the first quarter of 2020. The total number of vehicles
that we delivered in the third quarter of 2020 was 8,660, representing an increase of 31.1%
from the second quarter of 2020. The total number of vehicles that we delivered in the fourth
quarter of 2020 was 14,464, representing an increase of 67.0% from the third quarter of 2020.
The total number of vehicles that we delivered in the first quarter of 2021 was 12,579,
representing an increase of 334.4% from the first quarter of 2020 and an slight decrease of
13.0% from the fourth quarter of 2020. The extent to which the COVID-19 pandemic affects
our financial condition, results of operations, and cash flows in the future will depend on the
future developments of the pandemic, including the duration and severity of the pandemic, the
extent and severity of new waves of outbreak in China and other countries, the development
and progress of distribution of COVID-19 vaccine and other medical treatment and the
effectiveness of such vaccine and other medical treatment, and the actions taken by government
authorities to contain the outbreak, all of which are highly uncertain, unpredictable, and
beyond our control. In addition, our financial condition, results of operations, and cash flows
could be adversely affected to the extent that the pandemic harms the Chinese economy in
general. As of December 31, 2020 and March 31, 2021, we had a total of RMB29.9 billion
(US$4.6 billion) and RMB30.4 billion (US$4.6 billion), respectively, in cash and cash
equivalents, restricted cash, and time deposits and short-term investments. We believe that this
level of liquidity is sufficient to successfully navigate an extended period of uncertainty.

As of the date of this prospectus, we are not aware of any confirmed COVID-19 cases
among our employees. In light of the uncertainties in the global market and economic
conditions attributable to the COVID-19 pandemic, we will continue to evaluate the nature and
extent of the impact of the COVID-19 pandemic to our financial condition and liquidity. See
also “Risk Factors—Risks Relating to Our Business and Industry—Pandemics and epidemics,
natural disasters, 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.” Our Directors believe that the COVID-19
pandemic would not materially affect our expansion plan or use of proceeds under the current

situation.
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Liquidity Position

Under the worst case scenario that our operations were materially and adversely affected
by the COVID-19 pandemic, our Directors believe that we would be able to remain financially
viable for more than 10 years, taking account of the financials resources available to us as of
March 31, 2021, and 10% of the estimated net proceeds from the Global Offering expected to
be used for working capital and general corporate purposes, based on the assumptions that: (i)
no revenue has been generated since March 31, 2021, (ii) labor cost is incurred to maintain at
the same level of employees as that in the first quarter of 2021 for the projection period, (iii)
fixed operations costs are maintained for research and development expenses and selling,
general, and administration expenses (employee compensation and rental and related
expenditure incurred to maintain at the same level as that in the first quarter of 2021), (iv) the
business expansion and capital expenditure are suspended, (v) all liabilities as of March 31,
2021 is settled on a prudent basis, and (vi) a prudent estimate of the settlement of account
receivable based on historical settlement pattern.

The above analysis under the COVID-19 pandemic is for illustrative purpose only and
based on our Directors’ direct assessment, and the likelihood of occurrence of such worst case
scenario situation would be remote.

RECENT DEVELOPMENTS
Issuance of the 2028 Notes

In April 2021, we issued the US$862.5 million in aggregate principal amount of 0.25%
convertible senior notes due 2028, or the 2028 Notes, which may be converted, at an initial
conversion rate of 35.2818 ADSs per US$1,000 principal amount of notes (which represents an
initial conversion price of US$28.34 per ADS) at each holder’s option at any time on or after
November 1, 2027, until the close of business on the second scheduled trading day immediately
preceding the maturity date of May 1, 2028, or at the option of the holders upon satisfaction
of certain conditions and during certain periods prior to the close of business on business day
immediately preceding November 1, 2027 based on an initial conversion rate of 35.2818 of our
ADSs per US$1,000 principal amount of notes. The conversion rate is subject to adjustment
upon occurrence of certain events. The 2028 Notes bear interest at a rate of 0.25% per year,
payable semiannually in arrears on May 1 and November 1 of each year, beginning on
November 1, 2021. Holders of the 2028 Notes may require the Company to repurchase all or
part of their notes for cash on May 1, 2024 and on May 1, 2026, in each case, at a repurchase
price equal to 100% of the principal amount of the notes to be repurchased, plus accrued and
unpaid interest to, but excluding, the relevant repurchase date. Assuming full conversion of the
2028 Notes at the initial conversion rate of 35.2818 ADSs per US$1,000 principal amount, the
2028 Notes will be convertible into 30,430,552 ADSs, representing 60,861,104 Class A
Ordinary Shares. For illustrative purposes only, 60,861,104 Class A Ordinary Shares represent
approximately 2.88% of the total issued share capital (as if enlarged by the issue of such
shares) of our Company immediately upon completion of the Global Offering (assuming the
Over-allotment Option is not exercised and no further Shares are issued under the Share
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Incentive Plans). Other than optional redemption for changes in the tax laws, the 2028 Notes
may not be redeemed by us at our option prior to maturity. For further details of the 2028
Notes, please see the section headed “History, Reorganization and Corporate
Structure—Convertible Notes.”

After performing sufficient due diligence work that our Directors consider appropriate
and after due and careful consideration, the Directors confirm that, up to the date of this
prospectus, there has been no material adverse change in our financial or trading position or
prospects since March 31, 2021, being the end date of the periods reported on in the
Accountant’s Report included in Appendix I to this prospectus, and there is no event since
March 31, 2021 that would materially affect the information as set out in the Accountant’s

Report included in Appendix I to this prospectus.

Recent Business Developments

The Li ONEs we sold during the Track Record Period were previous generation of Li
ONEs with an NEDC range of 800 kilometers prior to our release of 2021 Li ONE. Subsequent
to the Track Record Period, we delivered 5,539, 4,323, 7,713 and 8,589 Li ONEs in April, May,
June, and July 2021, respectively. As of July 31, 2021, we delivered 72,340 Li ONEs in total.
As Li ONE continues to gain traction rapidly, our new orders surpassed 10,000 in June 2021,
hitting a record high. On July 10, 2021, we opened our 100th retail store.

On May 25, 2021, we released the 2021 Li ONE equipped with navigation on ADAS
(NOA) as a standard configuration. The 2021 Li ONE features comprehensive upgrades,
including an enhanced NEDC range of 1,080 kilometers, optimized mobility comfort, and more
intelligent cockpit, bringing premium features to our users at an MSRP of RMB338,000
(approximately US$52,000). We began deliveries of the 2021 Li ONE on June 1, 2021 and we
delivered 7,333 2021 Li ONEs in June 2021.

In July 2021, we signed a memorandum of understanding with a local company for
collaboration in a reconstruction and expansion project of an automobile manufacturing plant

in Shunyi District, Beijing, China.

We were loss-making during the Track Record Period and expect to continue to incur
widening net loss in 2021 primarily due to our continuing investments in (i) the research and
development of our future models and autonomous driving solutions and (ii) the expansion of
our sales and servicing network. See “Risk Factors—We recorded net losses and had negative
net cash flows from operations in the past, and we have not been profitable, which may

continue in the future.”
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Recent Regulatory Developments

On July 10, 2021, the Cyberspace Administration of China published the Measures for
Cybersecurity Review (Revised Draft for Comments), which stipulate that if an operator has
personal information of over one million users and intends to be listed in a foreign country, it
must be subject to the cybersecurity review. As advised by our PRC Legal Advisor, the draft
measures were released for public comment only, and its implementation provisions and
anticipated adoption or effective date may be subject to change and thus remain substantially
uncertain. We cannot predict the impact of the draft measures, if any, at this stage, and we will
closely monitor and assess any development in the rule-making process. See “Risk
Factors—Our business is subject to various evolving PRC laws and regulations regarding data
privacy and cybersecurity. Failure of cybersecurity and data privacy concerns could subject us
to penalties, damage our reputation and brand, and harm our business and results of
operations.”

Under the current PRC cybersecurity laws, critical information infrastructure operators
that intend to purchase internet products and services that may affect national security must be
subject to the cybersecurity review. As advised by our PRC Legal Advisor, the exact scope of
“critical information infrastructure operators” under the draft measures and the current
regulatory regime remains unclear, and the PRC government authorities may have wide
discretion in the interpretation and enforcement of these laws. Currently, the Cybersecurity
Law has not directly affected our business and operations, but in anticipation of the
strengthened implementation of cybersecurity laws and regulations and the expansion of our
business, we face potential risks if we are deemed as a critical information infrastructure
operator under the Cybersecurity Law. In such case, we must fulfill certain obligations as
required under the Cybersecurity Law and other applicable laws, including, among others,
storing personal information and important data collected and produced within the PRC
territory during our operations in China, which we have fulfilled in our business, and we may
be subject to review when purchasing internet products and services. If a final version of the
draft measures is adopted, we may be subject to review when conducting data processing
activities, and may face challenges in addressing its requirements and make necessary changes
to our internal policies and practices in data processing. As of the date of this document, we
have not been involved in any investigations on cybersecurity review made by the Cyberspace
Administration of China on such basis, and we have not received any inquiry, notice, warning,
or sanctions in such respect. Based on the foregoing, we and our PRC Legal Advisor do not
expect that, as of the date of this document, the current applicable PRC laws on cybersecurity
would have a material adverse impact on our business.

On July 6, 2021, the relevant PRC government authorities made public the Opinions on
Strictly Cracking Down Illegal Securities Activities in Accordance with the Law. These
opinions emphasized the need to strengthen the administration over illegal securities activities
and the supervision on overseas listings by China-based companies and proposed to take
effective measures, such as promoting the construction of relevant regulatory systems to deal
with the risks and incidents faced by China-based overseas-listed companies. As these opinions
are recently issued, official guidance and related implementation rules have not been issued yet
and the interpretation of these opinions remains unclear at this stage. See “Risk Factors—The
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approval of the CSRC or other PRC government authorities may be required in connection with
this offering under PRC law, and, if required, we cannot predict whether or for how long we
will be able to obtain such approval.” As of the date of this document, we have not received
any inquiry, notice, warning, or sanctions regarding this offering from the CSRC or any other
PRC government authorities. Based on the foregoing and the currently effective PRC laws, we
and our PRC Legal Advisor are of the view that, as of the date of this document, these opinions
do not have a material adverse impact on our business.

Based on the currently available information and independent due diligence work
conducted by the Joint Sponsors, including but not limited to, (i) discussing with the
management of the Company to understand, among others, the cybersecurity and data privacy
control of the Company and imminent impact on the business of the Company caused by the
current applicable PRC laws and the recent regulatory developments on cybersecurity; (ii)
reviewing representations made by the Company in the responses to the due diligence
questionnaire and the relevant supporting documents, and (iii) discussing with the PRC Legal
Advisor on, among others, the potential impact and latest status of the aforementioned recent
regulatory developments. Based on the foregoing facts and analysis and having considered the
relevant due diligence conducted by the Joint Sponsors, nothing has come to the attention of
the Joint Sponsors that would cause them to cast doubt on the reasonableness of the Company’s
and the PRC Legal Advisor’s views that (i) they do not expect that, as of the date of this
document, the current applicable PRC laws on cybersecurity would have a material adverse
impact on the business of the Company and (ii) as of the date of this document, the Opinions
on Strictly Cracking Down Illegal Securities Activities in Accordance with the Law do not have
a material adverse impact on the business of the Company.

APPLICATION FOR LISTING ON THE STOCK EXCHANGE

The ADSs of our Company, each of which represents two Class A Ordinary Shares, were
listed and began trading on the Nasdaq Global Select Market under the symbol “LI” on July 30,
2020. We have applied to the Listing Committee of the Stock Exchange for a dual primary
listing of our Company’s Class A Ordinary Shares (as detailed below) on the Main Board of
the Stock Exchange as an issuer with weighted voting rights structure under Chapter 8A of the

Listing Rules.

We have applied to the Listing Committee of the Stock Exchange for the listing of, and
permission to deal in, (i) the Class A Ordinary Shares in issue and to be issued pursuant to the
Global Offering (including the additional Class A Ordinary Shares which may be issued
pursuant to the exercise of the Over-allotment Option); (ii) the Class A Ordinary Shares to be
issued pursuant to the Share Incentive Plans; (iii) the Class A Ordinary Shares to be issued
pursuant to the conversion of the 2028 Notes; and (iv) the Class A Ordinary Shares that are
issuable upon conversion of the Class B Ordinary Shares on a one to one basis. We satisfy the
market capitalization test under Rule 8A.06(1) of the Listing Rules and the market
capitalization/revenue test under Rule 8.05(3) of the Listing Rules, such that (a) our revenue
for the year ended December 31, 2020 exceeded HKS$500 million and amounted to
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RMB9,456.6 million (equivalent to HK$11,221.5 million); and (b) our expected market
capitalization at the time of Listing, which, based on the indicative offer price of HK$150.00
per Offer Share, exceeds HK$40 billion.

FUTURE DIVIDENDS

We are a holding company incorporated under the laws of the Cayman Islands. As a result,
the payment and amount of any future dividend will also depend on the availability of
dividends received from our subsidiaries and Consolidated Affiliated Entities. PRC laws
require that dividends be paid only out of the profit for the year calculated according to PRC
accounting principles, which differ in certain respects from the generally accepted accounting
principles in other jurisdictions, including U.S. GAAP and IFRS. PRC accounting principles
are substantially converged to IFRS. For the effects of material differences our historical
financial information prepared under U.S. GAAP and IFRS, please see the section headed
“Summary—Reconciliation Between U.S. GAAP and IFRS” in this prospectus. PRC laws also
require foreign-invested enterprises to set aside at least 10% of its after-tax profits as the
statutory common reserve fund until the cumulative amount of the statutory common reserve
fund reaches 50% or more of such enterprises’ registered capital, if any, to fund its statutory
common reserves, which are not available for distribution as cash dividends.

Dividend distribution to our shareholders is recognized as a liability in the period in
which the dividends are approved by our shareholders or Directors, where appropriate. During
the Track Record Period, no dividends have been paid or declared by us. We do not currently
have an expected dividend payout ratio. Under Cayman Islands law, dividends can be
distributed from (a) profits (current period or retained) or (b) share premium account, provided
that a dividend may not 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.

GLOBAL OFFERING

This document is published in connection with the Hong Kong Public Offering as part of
the Global Offering. The Global Offering comprises of:

(i) the Hong Kong Public Offering of initially 10,000,000 Offer Shares (subject to
adjustment) in Hong Kong as described in the section headed “Structure of the
Global Offering—The Hong Kong Public Offering”; and

(i1) the International Offering of an aggregate of initially 90,000,000 Offer Shares
(subject to adjustment and the Over-allotment Option) pursuant to the shelf
registration statement on Form F-3 that was filed with the SEC on August 2, 2021,
including the preliminary prospectus supplement dated August 2, 2021 and the final
prospectus supplement to be filed with the SEC on or about August 6, 2021 pursuant

thereto, including the documents incorporated by reference therein.
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The Offer Shares will represent approximately 4.87% of the issued share capital of our
Company immediately following the completion of the Global Offering, assuming the
Over-allotment Option is not exercised and no further Shares are issued under the Share
Incentive Plans or pursuant to the conversion of the 2028 Notes. If the Over-allotment Option
is exercised in full, and no further Shares are issued under the Share Incentive Plans or
pursuant to the conversion of the 2028 Notes, the Offer Shares will represent approximately
5.56% of the issued share capital of our Company immediately following the completion of the
Global Offering.

OFFERING STATISTICS

Based on the indicative offer
price of HK$150.00 per Offer

Share
Market capitalization of our Shares” HK$307.8 billion
Unaudited pro forma adjusted net tangible asset
per Share® HK$25.75 (RMB21.70)
Notes:

(I)  The calculation of market capitalization is based on the assumptions that (i) the Global Offering has been
completed and 100,000,000 new Shares are issued pursuant to the Global Offering (assuming the
Over-allotment Option is not exercised); and (ii) 2,051,845,710 Shares expected to be in issue immediately
upon completion of the Global Offering.

(2)  The unaudited pro forma adjusted net tangible asset per Share is calculated after making the adjustments
referred to in Appendix II and on the basis that 1,909,921,322 Shares (for the purpose of this unaudited pro
forma financial information excluding the 108,557,400 Class A Ordinary Shares issued pursuant to the 2021
Plan and 33,366,988 treasury shares issued in February 2021 to satisfy the future exercise of share options
under the 2019 Plan and the 2020 Plan) were in issue assuming that the Global Offering had been completed
on March 31, 2021. However, this does not take into account of any allotment and issuance of Shares upon
the exercise of the Over-allotment Option, any Shares to be granted under the Share Incentive Plans.

For the calculation of the unaudited pro forma adjusted net tangible asset value per Share
attributed to our Shareholders, see the section headed “Unaudited Pro Forma Financial
Information” in Appendix II.

LISTING EXPENSES

The total listing expenses (including underwriting commissions) payable by our Company
are estimated to be approximately HK$297.9 million (representing approximately 2.0% of
gross proceeds), assuming the Over-allotment Option is not exercised and no further Shares are
issued under the Share Incentive Plans or pursuant to the conversion of the 2028 Notes and
based on the indicative offer price of HK$150.00 per Offer Share. These listing expenses
mainly comprise professional fees paid and payable to the professional parties, and
commissions payable to the Underwriters, for their services rendered in relation to the Listing
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and the Global Offering. We expect approximately HK$289.9 million of the listing expenses
will be recorded as a deduction in equity directly and approximately HK$8.0 million of the
listing expenses will be charged to the profit or loss of our Company.

USE OF PROCEEDS

We estimate that we will receive net proceeds of HK$14.7 billion after deducting
underwriting discounts and commissions and estimated offering expenses payable by us in the
Global Offering, assuming no Over-allotment Option is exercised and based on the indicative
offer price of HK$150.00 per Offer Share, or HK$16.9 billion if the Over allotment Option is
exercised in full.

In line with our strategies, we intend to use the net proceeds from the Global Offering for
the following purposes:

. 45% of the net proceeds, or approximately HK$6.6 billion, allocated to research and
development in the next 12 to 36 months as follows:

(i) 20% of the net proceeds, or approximately HK$2.9 billion, to fund the research
and development of HPC BEV technologies, platforms, and future models,
including to fund (a) the development of high C-rate battery, high-voltage
platform, and ultra-fast charging technologies, (b) the development of our HPC
BEV platforms, including Whale and Shark platforms, and (c) the development
and launch of HPC BEV models planned for 2023;

(ii) 15% of the net proceeds, or approximately HK$2.2 billion, to fund the research
and development of intelligent vehicle and autonomous driving technologies,
including to fund (a) the enhancement of intelligent vehicle systems, (b) the
enhancement of the current Level 2 autonomous driving technology and the
development of the Level 4 autonomous driving technology; and

(iii) 10% of the net proceeds, or approximately HK$1.5 billion, to fund the research
and development of future EREV models, including to fund (a) the
development of a next-generation EREV platform, and (b) the development
and launch of a new EREV model planned for 2022 and two more planned for
2023;
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. 45% of the net proceeds, or approximately HK$6.6 billion, to fund infrastructure

expansion and marketing and promotion in the next 12 to 36 months as follows:

(i) 25% of the net proceeds, or approximately HK$3.7 billion, to fund the
expansion of production capacity;

(ii) 10% of the net proceeds, or approximately HK$1.5 billion, to fund the
expansion of retail stores and delivery and servicing centers;

(iii) 5% of the net proceeds, or approximately HK$0.7 billion, to fund the roll-out
of HPC network; and

(iv) 5% of the net proceeds, or approximately HK$0.7 billion, to fund marketing
and promotion;

and

. 10% of the net proceeds, or approximately HK$1.5 billion, for working capital and
other general corporate purposes to support our business operation and growth in the
next 12 months.

To the extent that the net proceeds of the Global Offering are not immediately required
for the above purposes or if we are unable to put into effect any part of our development plan
as intended, we may hold such funds in bank deposits at authorized financial institutions and/or
licensed banks. In such event, we will comply with the appropriate disclosure requirements
under the Listing Rules.

See “Future Plans and Use of Proceeds” for further details.
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“Glossary of Technical Terms.”

In this prospectus, unless the context otherwise requires, the following terms shall
have the following meanings. Certain technical terms are explained in the section headed

“2019 Plan”

“2020 Plan”

“2021 Plan”

“2028 Notes”

“Accountant’s Report”

“ADS(S)”

“affiliate(s)”

“Articles” or “Articles of
Association”

the share incentive plan our Company adopted on July 2,
2019, as amended from time to time, the principal terms
of which are set out in “Statutory and General
Information—Share Incentive Plans” in Appendix IV

the share incentive plan our Company adopted on July 9,
2020, as amended from time to time, the principal terms
of which are set out in “Statutory and General
Information—Share Incentive Plans” in Appendix IV

the share incentive plan our Company adopted on March
8, 2021, as amended from time to time, the principal
terms of which are set out in “Statutory and General
Information—Share Incentive Plans” in Appendix IV

the convertible senior notes in an aggregate principal
amount of US$862.5 million due 2028 with an interest
rate of 0.25% per annum that our Company issued on
April 12, 2021

the audited consolidated financial statements of our
Company for the Track Record Period, as included in
Appendix I

American Depositary Shares, each representing two
Class A Ordinary Shares

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

the fourth amended and restated articles of association of
the Company adopted by a special resolutions of the
shareholders of the Company on July 9, 2020 and
effective on August 3, 2020, as amended from time to
time, a summary of which is set out in “Summary of the
constitution of the Company and Cayman Companies
Law” in Appendix III
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“associate(s)”

“Award Premium”

“Beijing CHJ”

“Beijing CLX”

“Beijing Leading”

“Board”

“business day”

“BVI”

“Cayman Companies Act”

or “Companies Act”

“CCASS”

“CCASS Clearing Participant”

“CCASS Custodian Participant”

has the meaning ascribed to it under the Listing Rules

the premium payable by Mr. Li in respect of the CEO
Award Shares, being US$14.63 per share, as described in
the section headed “Directors and Senior
Management—Directors’ remuneration—Grant of CEO
Award”

Beijing CHJ Information Technology Co., Ltd.* (L5 H
MEGBHMARAF), a limited liability company
established under the laws of the PRC on April 10, 2015
and a Consolidated Affiliated Entity of our Company

Beijing Chelixing Information Technology Co., Ltd.* (b
BN T 5 BT A FRZA D), a limited liability company
established under the laws of the PRC on June 25, 2018
and a Consolidated Affiliated Entity of our Company

Beijing Leading Automobile Sales Co., Ltd.* (t5TJEh5,
REGEAIR/AR), a limited liability company
established under the laws of the PRC on August 6, 2019
and a subsidiary of our Company

the board of Directors

any day (other than a Saturday, Sunday or public holiday
in Hong Kong) on which banks in Hong Kong or other
relevant jurisdictions are generally open for normal
banking business

the British Virgin Islands

the Companies Act (As Revised) of the Cayman Islands,
as amended or supplemented from time to time

the Central Clearing and Settlement System established
and operated by HKSCC

a person admitted to participate in CCASS as a direct
clearing participant or a general clearing participant

a person admitted to participate in CCASS as a custodian
participant
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“CCASS EIPO”

“CCASS Investor Participant”

“CCASS Participant”

“CEO Award Shares”

“Changzhou Chezhinan”

“China” or “the PRC”

the application for the Hong Kong Offer Shares to be
issued in the name of HKSCC Nominees and deposited
directly into CCASS to be credited to your or a
designated CCASS Participant’s stock account through
causing HKSCC Nominees to apply on your behalf,
including by (i) instructing your broker or custodian who
is a CCASS Clearing Participant or a CCASS Custodian
Participant to give electronic application instructions via
CCASS terminals to apply for the Hong Kong Offer
Shares on your behalf, or (ii) if you are an existing
CCASS Investor  Participant, giving electronic
application instructions through the CCASS Internet
System (https://ip.ccass.com) or through the CCASS
Phone System (using the procedures in HKSCC’s “An

Operating Guide for Investor Participants” in effect from
time to time). HKSCC can also input electronic
application instructions for CCASS Investor Participants
through HKSCC’s Customer Service Center by
completing an input request

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

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

the 108,557,400 Class A Ordinary Shares to result from
the conversion of the 108,557,400 Class B Ordinary
Shares granted and issued pursuant to the 2021 Plan to
Mr. Li on May 5, 2021. The conversion will take effect
upon the Listing. For details please see section headed
“Directors and  Senior = Management—Directors’
remuneration—Grant of CEO Award”

Changzhou Chezhinan Standard Factory Construction
Co., Ltd.* (% JNHL 2 BIARHERR b5 # 5 A FR2A ), a limited
liability company established under the laws of the PRC
on March 3, 2017 and a subsidiary of our Company

the People’s Republic of China, and for the purposes of
this document only, except where the context requires
otherwise, excluding Hong Kong, the Macao Special
Administrative Region of the People’s Republic of China
and Taiwan
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“Chongqing Lixiang”

“Chongqing Xinfan”

“Class A Ordinary Shares”

“Class B Ordinary Shares”

“Companies Ordinance”

“Companies (Winding Up and
Miscellaneous Provisions)
Ordinance”

¢

“Company”, “our Company”, or
“the Company”

“connected person(s)”

“connected transaction(s)”

Chongging Lixiang Automobile Co., Ltd.* (IS
HABRAF), a limited liability company established
under the laws of the PRC on October 11, 2019 and a
Consolidated Affiliated Entity of our Company

Chongging Xinfan Machinary Co., Ltd. (& BB A% b %
A BRAF]), a limited liability company established
under the laws of the PRC on September 5, 2018 and a
Consolidated Affiliated Entity of our Company

class A ordinary shares of the share capital of the
Company with a par value of US$0.0001 each, conferring
a holder of a Class A Ordinary Share one vote per Share
on any resolution tabled at the Company’s general
meeting

class B ordinary shares of the share capital of the
Company with a par value of US$0.0001 each, conferring
weighted voting rights in the Company such that a holder
of a Class B Ordinary Share is entitled to ten votes per
Share on any resolution tabled at the Company’s general
meeting, save for resolutions with respect to any
Reserved Matters, in which case they shall be entitled to

one vote per Share

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

Companies (Winding Up and Miscellaneous Provisions)
Ordinance (Chapter 32 of the Laws of Hong Kong), as
amended, supplemented or otherwise modified from time
to time

Li Auto Inc. (FEAEVREL) (formerly known as “Leading
Ideal Inc.” and “CHJ Technologies Inc.”), a company
with limited liability incorporated in the Cayman Islands
on April 28, 2017

has the meaning ascribed to it under the Listing Rules

has the meaning ascribed to it under the Listing Rules
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“Consolidated Affiliated
Entity(ies)”

2

“Contractual Arrangement(s)

“Controlling Shareholder(s)”

“CSRC”

“Depositary”

“Director(s)”

“Extreme Conditions”

“GAAP”

“Global Offering”

“Governmental Authority”

entities we control wholly or partly through the
Contractual Arrangements, namely our VIEs and their
subsidiaries, details of which are set out in the section
headed “History, Reorganization and Corporate
Structure”

the series of contractual arrangements entered into
between the WFOE, our VIEs and the Registered
Shareholders (as applicable), as detailed in the section

headed “Contractual Arrangements”

has the meaning ascribed to it under the Listing Rules and
unless the context otherwise requires, refers to Mr. Li and
the intermediary companies through which Mr. Li has an
interest in the Company, namely, Amp Lee Ltd. and Cyric
Point Enterprises Limited, as further detailed in the
section headed ‘“Relationship with the Controlling
Shareholders”

the China Securities Regulatory Commission of the PRC
(h B o BB PR B

Deutsche Bank Trust Company Americas, the depositary
of our ADSs

the director(s) of our Company

extreme conditions caused by a super typhoon as
announced by the Government of Hong Kong

generally accepted accounting principles

the Hong Kong Public Offering and the International
Offering

any governmental, regulatory, or administrative
commission, board, body, authority, or agency, or any
stock exchange, self-regulatory organization, or other
non-governmental regulatory authority, or any court,
judicial body, tribunal, or arbitrator, in each case whether
national, central, federal, provincial, state, regional,
municipal, local, domestic, foreign, or supranational
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“GREEN Application Form(s)”

or “Application Form(s)”

G

“Group”, “our Group”, “the

9 9

Group”, “we”, “us”, or “our”

“HK” or “Hong Kong”

“HKSCC”

“HKSCC Nominees”

“Hong Kong dollars” or “HK
dollars” or “HKS$”

“Hong Kong Offer Shares”

“Hong Kong Public Offering”

“Hong Kong Share Registrar”

“Hong Kong Takeovers Code” or
“Takeovers Code”

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

the Company, its subsidiaries and the Consolidated
Affiliated Entities from time to time, and where the
context requires, in respect of the period prior to our
Company becoming the holding company of its present
subsidiaries and Consolidated Affiliated Entities, such
subsidiaries and Consolidated Affiliated Entities as if
they were subsidiaries and Consolidated Affiliated
Entities of our Company at the relevant time

the Hong Kong Special Administrative Region of the
People’s Republic of China

Hong Kong Securities Clearing Company Limited, a
wholly-owned subsidiary of Hong Kong Exchanges and
Clearing Limited

HKSCC Nominees Limited, a wholly-owned subsidiary
of HKSCC

Hong Kong dollars, the lawful currency of Hong Kong

the 10,000,000 Class A Ordinary Shares offered pursuant
to the Hong Kong Public Offering

the offer of the Hong Kong Offer Shares for subscription
by the public in Hong Kong at the Public Offer Price
(plus brokerage of 1%, SFC transaction levy of 0.0027%
and Stock Exchange trading fee of 0.005%) on the terms
and subject to the conditions described in this prospectus,
as further described in the section headed “Structure of
the Global Offering—The Hong Kong Public Offering”

Computershare Hong Kong Investor Services Limited

Code on Takeovers and Mergers and Share Buy-backs
issued by the SFC, as amended, supplemented or
otherwise modified from time to time
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“Hong Kong Underwriters”

“Hong Kong Underwriting
Agreement”

“IFRS”

“Independent Third Party(ies)”

“International Offer Price”

“International Offer Shares”

“International Offering”

“International Underwriters”

the underwriters of the Hong Kong Public Offering as
listed in the section headed “Underwriting—Hong Kong
Underwriters”

the Hong Kong underwriting agreement, dated August 2,
2021, relating to the Hong Kong Public Offering, entered
into by our Company, the Joint Sponsors, the Joint Global
Coordinators and the Hong Kong Underwriters, as further
described in the section headed
“Underwriting—Underwriting Arrangements and
Expenses—Hong Kong Public Offering—Hong Kong
Underwriting Agreement”

International Financial Reporting Standards, as issued
from time to time by the International Accounting
Standards Board

a person or entity which, to the best of our Directors’
knowledge, information, and belief having made all
reasonable enquiries, is not a connected person of our
Company within the meaning of the Listing Rules

the final offer price per International Offer Share in
Hong Kong dollars (exclusive of brokerage of 1%, SFC
transaction levy of 0.0027% and Hong Kong Stock
Exchange trading fee of 0.005%)

the 90,000,000 Class A Ordinary Shares offered pursuant
to the International Offering together with, where
relevant, any additional Shares which may be issued by
us pursuant to the exercise of the Over-allotment Option

the conditional placing of the International Offer Shares
at the International Offer Price pursuant to the shelf
registration statement on Form F-3 that was filed with the
SEC and automatically became effective on August 2,
2021, a preliminary prospectus supplement, and a final
prospectus supplement, and subject to the terms and
conditions of the International Underwriting Agreement,
as further described in the section headed “Structure of
the Global Offering”

the underwriters of the International Offering
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“International Underwriting

Agreement”

“Jiangsu Chehejia”

“Jiangsu Xitong”

“Jiangsu Zhixing”

“Joint Bookrunners”

“Joint Global Coordinators”

“Joint Lead Managers”

“Joint Sponsors”

the international underwriting agreement, expected to be
entered into on or about August 6, 2021, relating to the
International Offering, expected to be entered into by our
Company, the Joint Global Coordinators and the
International Underwriters, as further described in the
section headed “Underwriting—International
Offering—International Underwriting Agreement”

Jiangsu Chehejia Automobile Co., Ltd.* (VLERHFIZIR
HABRZAF), a limited liability company established
under the laws of the PRC on June 23, 2016 and a
subsidiary of our Company

Jiangsu Xitong Machinery Equipment Co., Ltd.* (VLff#r
B A BRAF), a limited liability company
established under the laws of the PRC on February 15,
2017 and a subsidiary of our Company

Jiangsu Zhixing Financial Leasing Co., Ltd.* (JLERZ 1T
AUEFHEARAT), a limited liability company
established under the laws of the PRC on March 28, 2018
and a subsidiary of our Company

Goldman Sachs (Asia) L.L.C., China International
Capital Corporation Hong Kong Securities Limited, UBS
AG Hong Kong Branch, UBS Securities LL.C (in relation
to the International Offering only), CLSA Limited, BOCI
Asia Limited, CMB International Capital Limited and
Futu Securities International (Hong Kong) Limited

Goldman Sachs (Asia) L.L.C., China International
Capital Corporation Hong Kong Securities Limited and
UBS AG Hong Kong Branch

Goldman Sachs (Asia) L.L.C., China International
Capital Corporation Hong Kong Securities Limited, UBS
AG Hong Kong Branch, UBS Securities LLC (in relation
to the International Offering only), CLSA Limited, BOCI
Asia Limited, CMB International Capital Limited and
Futu Securities International (Hong Kong) Limited

Goldman Sachs (Asia) L.L.C. and China International
Capital Corporation Hong Kong Securities Limited
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“Latest Practicable Date”

“LaWS”

“Listing”

“Listing Committee”

“Listing Date”

“Listing Rules” or “Hong Kong
Listing Rules”

“Main Board”

“Memorandum” or
“Memorandum of Association”

“MIIT”

July 25, 2021, being the latest practicable date for
ascertaining certain information in this document before
its publication

all laws, statutes, legislation, ordinances, rules,
regulations, guidelines, opinions, notices, circulars,
orders, judgments, decrees, or rulings of any
Governmental Authority (including, without limitation,
the Stock Exchange and the SFC) of all relevant

jurisdictions

the listing of the Class A Ordinary Shares on the Main
Board of the Stock Exchange

the Listing Committee of the Stock Exchange

the date, expected to be on or about Thursday, August 12,
2021, on which the Class A Ordinary Shares are to be
listed and on which dealings in the Class A Ordinary
Shares are to be first permitted to take place on the Stock
Exchange

the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited, as amended,
supplemented or otherwise modified from time to time

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

the fourth amended and restated memorandum of
association of the Company adopted by a special
resolutions of the shareholders of the Company on July 9,
2020 and effective on August 3, 2020, as amended from
time to time, a summary of which is set out in “Summary
of the constitution of the Company and Cayman
Companies Law” in Appendix III

Ministry of Industry and Information Technology of the

PRC (1 3#E N RALFE T 215 B1L#) (formerly known
as the Ministry of Information Industry)
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“MOF”

“MOFCOM”

“Mr. Li” or “Founder”

“Nasdaq” or “Nasdaq Global

Select Market”

“NDRC”

“NPC”

“Offer Share(s)”

“Over-allotment Option”

“PBOC”

“Performance Condition(s)”

“PRC Legal Advisor”

the Ministry of Finance of the PRC (713 A [ A7 [ B L
i)

the Ministry of Commerce of the PRC (713 A R LA
P 1)

Mr. Li Xiang

The Nasdaq Global Select Market

National Development and Reform Commission of the

PRC (H 2 A\ B LA B0 52 8 R Aok s &% B )

National People’s Congress of the PRC (713 A [ LA
2P NRAGEKRE)

the Hong Kong Offer Shares and the International Offer
Shares together, where relevant, with any additional
Shares to be issued by our Company pursuant to the

exercise of the Over-allotment Option

the option expected to be granted by our Company to the
International Underwriters, exercisable by the Stabilizing
Manager on behalf of the International Underwriters for
up to 30 days from the day following the last day for the
lodging of applications under the Hong Kong Public
Offering, to require our Company to allot and issue up to
15,000,000 additional Shares (representing in aggregate
15% of the initial Offer Shares) to the International
Underwriters to cover over-allocations in the
International Offering, if any, details of which are
described in the section headed “Structure of the Global
Offering—Over-allotment Option”

People’s Bank of China

the performance condition in respect of each tranche of
the CEO Award Shares as described in the section headed
“Directors and  Senior = Management—Directors’

remuneration—Grant of CEO Award”

Han Kun Law Offices, our legal advisor on PRC law
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“Price Determination Agreement”

“Price Determination Date”

“Public Offer Price”

“Registered Shareholders”

“Relevant Persons”

“Reserved Matters”

“RMB” or “Renminbi”

“SAFE”

the agreement to be entered into between our Company
and the Joint Global Coordinators (for themselves and on
behalf of the Underwriters) on or about the Price
Determination Date to record and fix the pricing of the
Offer Shares

the date, expected to be on or about Friday, August 6,
2021, on which the International Offer Price and final
Public Offer Price will be determined, or such later time
as the Joint Global Coordinators (for themselves and on
behalf of the Underwriters) and we may agree, but in any
event, not later than Tuesday, August 10, 2021

the final offer price per Hong Kong Offer Share in
Hong Kong dollars (exclusive of brokerage of 1%, SFC
transaction levy of 0.0027% and Hong Kong Stock
Exchange trading fee of 0.005%)

the registered shareholders of our VIEs, namely, with
respect to Beijing CHJ, Li Xiang, Shen Yanan and Li Tie;
and with respect to Xindian Information, Li Xiang, Fan
Zheng, Shen Yanan, Li Tie, Qin Zhi, Liu Qinghua, Wei
Wei, Song Gang, Ye Qian and Xu Bo

the Joint Sponsors, the Joint Global Coordinators, the
Joint Bookrunners, the Joint Lead Managers, the
Underwriters, any of their or the Company’s respective
directors, officers, employees, partners, agents, advisers
and any other parties involved in the Global Offering

those matters resolutions with respect to which each
Share is entitled to one vote at general meetings of the
Company pursuant to the Articles of Association, being:
(i) any amendment to the Memorandum or Articles,
including the variation of the rights attached to any class
of shares, (ii) the appointment, election or removal of any
independent non-executive Director, (iii) the appointment
or removal of the Company’s auditors, and (iv) the
voluntary liquidation or winding-up of the Company

Renminbi, the lawful currency of China

the State Administration of Foreign Exchange of the PRC
(2 N R B ) 2 A1 HEE A LRy )
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“SAIC”

“SAMR”

“SASAC”

“SAT”

“SEC”

“SFC”

“SFO” or “Securities and Futures
Ordinance”

“Share(s)”

})

“Share Incentive Plans’

“Shareholder(s)”

“Stabilizing Manager”

“State Council”

“Stock Borrowing Agreement”

“Stock Exchange” or
“Hong Kong Stock Exchange”

the State Administration of Industry and Commerce of
the PRC  ("FHEARILANE B K T 17 BUE B ),
which has now been merged into the SAMR

the State Administration for Market Regulation of the
PRC (3 A R [ 2 % i 353 B A PR =)

the State-Owned Assets Supervision and Administration
Commission of the State Council of the PRC (% A R
B [ 5 e I A R R B

State Administration of Taxation (B ZRBiHALE)
the U.S. Securities and Exchange Commission
Securities and Futures Commission of Hong Kong

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

the Class A Ordinary Shares and Class B Ordinary Shares
in the share capital of the Company, as the context so
requires

collectively, the 2019 Plan, the 2020 Plan and the 2021
Plan

holder(s) of our Share(s)
Goldman Sachs (Asia) L.L.C.

State Council of the PRC ("3 A E 3L A0 3 B 7 e )

the agreement expected to be entered into on or around
the Price Determination Date between the Stabilizing
Manager or its affiliates and Inspired Elite Investments
Limited, pursuant to which the Stabilizing Manager may,
on its own or through its affiliates, request Inspired Elite
Investments Limited to make available to the Stabilizing
Manager or its affiliates up to a total of 15,000,000 Class
A Ordinary Shares to cover over-allocations in the
International Offering

The Stock Exchange of Hong Kong Limited

_ 45—



DEFINITIONS

“subsidiary” or “subsidiaries”

“substantial shareholder(s)”

“Track Record Period”

“U.S. GAAP”

“U.S. Securities Act”

“Underwriters”

“Underwriting Agreements”

“United States”, “U.S.” or “US”

“US dollars”, “U.S. dollars”,
44US$77 Or GﬂUSD”

“VAT”

“VIEs”, each a “VIE”

“weighted voting right”

“WFOE”

“Wheels Technology”

“White Form eIPO Service
Provider”

has the meaning ascribed to it in section 15 of the
Companies Ordinance

has the meaning ascribed to it in the Listing Rules

the three years ended December 31, 2020 and the three
months ended March 31, 2021

Generally Accepted Accounting Principles in the United
States

United States Securities Act of 1933, as amended, and the
rules and regulations promulgated thereunder

the Hong Kong Underwriters and the International
Underwriters

the Hong Kong Underwriting Agreement and the
International Underwriting Agreement

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

United States dollars, the lawful currency of the United
States

value-added tax

Beijing CHJ and Xindian Information

has the meaning ascribed to it in the Listing Rules
Wheels Technology

Beijing Co Wheels Technology Co., Ltd.* (630 & 7o 4E T
WiRHE A BRZA 7], a limited liability company established
under the laws of the PRC on December 19, 2017 and a

subsidiary of our Company

Computershare Hong Kong Investor Services Limited
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DEFINITIONS

“White Form eIPO”

“WVR Beneficiary”

“WVR Structure”

2

“Xindian Information’

“Xindian Interactive”

“%”

the application for Hong Kong Offer Shares to be issued
in the applicant’s own name, submitted online through
the designated website of the White Form eIPO Service
Provider, at www.eipo.com.hk

has the meaning ascribed to it under the Listing Rules and
unless the context otherwise requires, refers to Mr. Li,
being the beneficial owner of the Class B Ordinary
Shares which carry weighted voting rights, details of
which are set out in the section headed “Share Capital”

has the meaning ascribed to it in the Listing Rules

Beijing Xindian Transport Information Technology Co.,
Lid.*  (EatbBEATEEHMARAR), a  limited
liability company established under the laws of the PRC
on March 27, 2017 and a Consolidated Affiliated Entity
of our Company

Jiangsu Xindian Interactive Sales and Services Co,. Ltd.*
(LA OB LB E R ARAFR),  a  limited
liability company established under the laws of the PRC
on May 8, 2017 and a subsidiary of our Company

per cent

* For identification purposes only.
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GLOSSARY OF TECHNICAL TERMS

This glossary contains definitions of certain technical terms used in this document
in connection with us and our business. These may not correspond to standard industry

definitions, and may not be comparable to similarly terms adopted by other companies.

“ADAS”

“BEVs”

“B OM”

“C'AHI”

“C-IASI”

“C-NCAP”

“EREVs”

“FCEVs”

“FOTA”

“high C-rate battery”

“high-voltage platform”

“HMI”

“HPC network”

“HPC BEVs”

“ICEN

advanced driver-assistance systems

battery electric passenger vehicles

bill of materials

China Automobile Health Index

China Insurance Automotive Safety Index

China-New Car Assessment Program

extended-range electric passenger vehicles

fuel-cell electric vehicles

firmware over-the-air, a technology that updates vehicle
firmware and software remotely through cloud network

battery cells with 4C fast charging capability

a platform utilizing a high power density electric
powertrain system, leveraging electronic components
based on third-generation wide bandgap SiC
semiconductor materials and other advanced designs and
technologies

human-machine interaction, an indispensable capability
for smart vehicles as it enables people to connect with
and control vehicles smoothly, including voice
recognition and interaction, touch panels, infotainment
screens, and in-car applications

high-power charging network

BEVs with ultra-fast charging capability

internal combustion engine
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GLOSSARY OF TECHNICAL TERMS

“in-car technologies”

“LiDAR”

“Meshn

“MPVs”

“MSRP”

“NEDC”

“NEVS”

“NOA”

“NVH performance”

“OTA”

“PHEVs”

“SUVs”

“XCU”

in-car technologies, primarily including (i) four-display
interactive system, (ii) full-coverage in-car voice control

system, and (iii) autonomous driving technologies

light detection and ranging, a remote sensing method that
uses light to measure the distance or range of objects

a new generation of vehicle cloud system, which enables
inter-communication among the vehicle, the cloud, and
the mobile application in a distributed grid
multi-purpose vehicles

manufacturer suggested retail price

New European Driving Cycle

new energy passenger vehicles, primarily including
BEVs, EREVs, PHEVs, and FCEVs

navigation on ADAS

noise, vibration, and harshness performance

over-the-air, a technology that updates vehicle software
remotely through cloud network

plug-in hybrid electric passenger vehicles

sport utility vehicles

vehicle control and computing unit, which executes
cross-domain control calculations among the vehicle
powertrain, chassis, central gateway, and body, while
cooperating with cloud platforms and other on-board
computing units to enhance vehicle hardware
performance and smart vehicle control
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FORWARD-LOOKING STATEMENTS

Certain statements in this prospectus are forward looking statements that are, by their
nature, subject to significant risks and uncertainties. Any statements that express, or involve
discussions as to, expectations, beliefs, plans, objectives, assumptions or future events or

performance (often, but not always, through the use of words or phrases such as “will”,

“expect”, “anticipate”, “estimate”, “believe”, “going forward”, “ought to”, “may”, “seek”,

TP 2

“should”, “intend”, “plan”, “projection”, ‘“could”, ‘“vision”, ‘“goals”, “aim”, “aspire”,

LR RT3 LR N3

“objective”, “target”, “schedules” and “outlook™) are not historical facts, are forward-looking

and may involve estimates and assumptions and are subject to risks (including but not limited
to the risk factors detailed in this prospectus), uncertainties and other factors some of which
are beyond our Company’s control and which are difficult to predict. Accordingly, these factors
could cause actual results or outcomes to differ materially from those expressed in the
forward-looking statements.

Our forward-looking statements have been based on assumptions and factors concerning
future events that may prove to be inaccurate. Those assumptions and factors are based on
information currently available to us about the businesses that we operate. The risks,
uncertainties and other factors, many of which are beyond our control, that could influence
actual results include, but are not limited to:

. our operations and business prospects;

. our business and operating strategies and our ability to implement such strategies;

. our ability to develop and manage our operations and business;

. our future general and administrative expenses;

. competition for, among other things, capital, technology and skilled personnel;

. our ability to control costs;

. our dividend policy;

. changes to regulatory and operating conditions in the industry and geographical

markets in which we operate; and

o all other risks and uncertainties described in the section headed “Risk Factors.”
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FORWARD-LOOKING STATEMENTS

Since actual results or outcomes could differ materially from those expressed in any
forward-looking statements, we strongly caution investors against placing undue reliance on
any such forward-looking statements. Any forward-looking statement speaks only as of the
date on which such statement is made, and, except as required by the Listing Rules, we
undertake no obligation to update any forward-looking statement or statements to reflect events
or circumstances after the date on which such statement is made or to reflect the occurrence
of unanticipated events. Statements of or references to our intentions or those of any of our
Directors are made as of the date of this prospectus. Any such intentions may change in light
of future developments.

All forward-looking statements in this prospectus are expressly qualified by reference to
this cautionary statement.
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RISK FACTORS

An investment in our Class A ordinary shares or ADSs involves significant risks. You
should carefully consider all of the information in this prospectus, including the risks and
uncertainties described below, before making an investment in our Class A ordinary
shares or ADSs. Any of the following risks could have a material adverse effect on our
business, financial condition, and results of operations. In any such case, the market
price of our Class A ordinary shares or ADSs could decline, and you may lose all or part

of your investment.

RISKS RELATING TO OUR BUSINESS AND INDUSTRY

We have a limited operating history and face significant challenges as a new entrant into our
industry.

We were founded in 2015, started volume production of our first vehicle model, Li ONE,
in November 2019, and delivered over 72,000 Li ONEs as of July 31, 2021. There is no
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. You should consider our business and
prospects in light of the risks and challenges we face as a new entrant into our industry,
including with respect to our ability to continuously advance our EV technologies such as
EREV and HPC BEV technologies, to develop and manufacture safe, reliable, and quality
vehicles that appeal to users; delivery and servicing of a large volume of vehicles; turn
profitable; build a well-recognized and respected brand cost-effectively; expand our vehicle
lineup; navigate the evolving regulatory environment; improve and maintain our operational
efficiency; manage supply chain effectively; and adapt to changing market conditions,
including technological developments and changes in competitive landscape; and manage our
growth effectively.

While we currently focus on SUVs equipped with range extension systems, we will
introduce new models in other categories or using other technologies that we have less
experience in, such as BEV models or BEV technologies, as we may adjust our strategies and
plans from time to time to remain competitive as a new entrant into our industry. If we fail to
address any or all of these risks and challenges, our business may be materially and adversely
affected.

Our ability to develop, manufacture, and deliver automobiles of high quality and appeal to
users, on schedule, and on a large scale is unproven and still evolving.

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 users. The current annual production capacity of our own Changzhou manufacturing
facility is 100,000 units with a utilization rate of approximately 36% in 2020, which we plan
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to fully utilize and increase to 200,000 vehicles in 2022. Our Changzhou manufacturing facility
will continue to produce Li ONE and, with additional investment in necessary tooling and
fixture upgrades, our planned full-size premium smart extended-range electric SUV. To date we
have limited automobile manufacturing experience to balance production volume and vehicle
quality and appeal, 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 automobiles of high quality
to achieve our targeted production volume are and will be subject to risks, including with
respect to:

. lack of necessary funding;

. delays or disruptions in our supply chain;

. delays in the research and development of technologies necessary for our vehicles;
. quality control deficiencies;

. compliance 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
is originally planned. We cannot assure you that facelifts on Li ONE or any future models we
launch will appeal to the users as we expect or that any introduction of new models or facelifts
will not affect the sales of existing models.

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. Any delay in the development, manufacturing, and
delivery of Li ONE or future models, or in performing facelifts to existing models, could
subject us to user 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.
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We currently depend on revenues generated from a single model of vehicles and in the
foreseeable future from a limited number of models.

Our business currently depends substantially on the sales and success of Li ONE, which
is our only production model in the market until the introduction of our planned full-size
premium smart extended-range electric SUV in 2022, and two more extended-range electric
SUV models. Starting from 2023, we plan to launch at least two new HPC BEV models each
year. To the extent our product variety and cycles do not meet consumer expectations, or cannot
be achieved on 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 limited
number of vehicle models, to the extent a particular model, such as our planned HPC BEV
model, is not timely launched or 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.

Our vehicles are designed and manufactured for Chinese families, and this is likely the
case in the foreseeable future. If the demand for our vehicles significantly decreases, due to a
significant change in the average spending power of Chinese families, significant decrease in
the number of Chinese families, mismatched market positioning, or other reasons, our business,
financial condition, results of operations, and prospects could be materially and adversely
affected.

In addition, our single standard configuration with a flat price for Li ONE may not be as
effective as we intend. We provide premium and technology features that are typically offered
as costly add-ons by our competitors as standard in Li ONE, to save users’ time and money
while alleviating our burden in production, sales, and support. However, we cannot assure you
that such endeavors will succeed. Users may prefer personalized features based on diversified
tastes and needs. In addition, our flat pricing could still exceed certain users’ budget
significantly. To the extent that we are unable to meet various user needs in promoting our
single standard configuration with flat pricing for Li ONE, our business may be materially and
adversely affected.

We are subject to risks associated with EREYVs.

EREVs accounted for only 2.8% of the NEV market in terms of sales volume in 2020,
according to the CIC Report. EREV technologies are advanced technologies with limited
instances of successful commercialization. There is no assurance that EREVs will be continue
to be accepted by the market. Moreover, our business and future results of operations will
depend on our ability to continue to develop our EREV technologies and improve the
performance and efficiency in a cost-effective and timely manner. Our research and
development efforts may not be sufficient to adapt to changes in the EREV technologies as well
as developments in other EV technologies, including BEV technology, which may reduce the
competitive advantages of EREV technology. As technologies evolve, we plan to upgrade or
adapt our vehicles and introduce new models with the latest technologies, including EREV
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technologies. This will require us to invest resources in research and development and to
cooperate effectively on new designs with our suppliers, develop actionable insights from data
analysis and user feedback, and respond effectively to technological changes and policy and
regulatory developments.

As a pioneer to successfully commercialize EREVs in China, we have limited experience
to date in volume production of EREVs. We cannot assure you that we will be able to maintain
efficient and automated manufacturing capabilities and processes, or reliable sources of
component supply that will enable us to meet the quality, price, design, engineering, and
production standards, as well as the production volumes to satisfy the market demand for Li
ONE and future models.

We also believe that user confidence in EREVs is essential in promoting our vehicles. As
a result, consumers will be less likely to purchase our EREVs if they are not convinced of the
technical and functional superiority of EREVs. Any defects in or significant malfunctioning of
the range extension system, or any negative perceptions of EREVs with or without any
grounds, may weaken consumer confidence in EREVs, cause safety concerns among
consumers and negatively impact our brand name, financial condition, and results of
operations. 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.

We recorded net losses and had negative net cash flows from operations in the past, and we
have not been profitable, which may continue in the future.

We have not been profitable since our inception. We incurred net loss of RMBI1.5 billion,
RMB2.4 billion, RMB151.7 million (US$23.1 million), and RMB360.0 million (US$54.9
million) in 2018, 2019, and 2020 and for the three months ended March 31, 2021, respectively.
We expect to continue to incur widening net loss in 2021 primarily due to our continuing
investments in (i) the research and development of our future models and autonomous driving
solutions, and (ii) the expansion of our production facilities and sales and servicing network.
In addition, we had negative net cash flows from operating activities of RMB1.3 billion and
RMB1.8 billion in 2018 and 2019, respectively. In 2020 and for the three months ended March
31, 2021, we had positive net cash flows from operating activities of RMB3.1 billion
(US$479.2 million) and RMB926.3 million (US$141.4 million), respectively. We made capital
expenditures of RMB970.7 million, RMB952.9 million, RMB675.2 million (US$103.1
million), and RMB356.1 million (US$54.4 million) in 2018, 2019, and 2020 and for the three
months ended March 31, 2021, respectively. The pressure on us to generate or maintain
positive cash flow may be further exacerbated by our contractual obligations, including capital
commitments, operating lease obligations, purchase obligations, finance leases and
borrowings. We expect to continue to invest in the production ramp-up of Li ONE, expansion
of the Changzhou manufacturing facility, expansion of retail stores, galleries, and delivery and
servicing centers, and research and development to further expand our business. These
investments may not result in revenue increase, or at all, and we may have negative net cash
flows from operations again in the future.
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We may not generate sufficient revenues or continue to 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.

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

Our vehicles, including Li ONE, may not perform in line with user expectations. Any
product defects 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, and significant expenses including warranty
and other items that could materially and adversely affect our business, financial condition,

results of operations, and prospects.

Our vehicles may contain design and manufacturing defects. The design and
manufacturing of our vehicles are complex and could contain latent defects and errors, which
may cause our vehicles not to perform or operate as expected or even result in property damage
or personal injuries. Furthermore, our vehicles use a substantial amount of third-party and
in-house software codes and complex hardware to operate. Advanced technologies are
inherently complex, and defects and errors may 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 our vehicles’ software and hardware systems, 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

on a timely basis, or at all.

In addition, we have limited operating history in testing, delivering, and servicing our
vehicles. Although we have established rigorous protocols in each process of testing,
delivering, and servicing of our vehicles where manual operations are required, there could be
maloperation, negligence, or failure to follow protocols 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, any defects in or significant malfunctioning of the range extension system
may weaken user confidence in EREVs. 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.

— 56 -



RISK FACTORS

We may not be successful in the highly competitive China automotive market.

The China automotive market is highly competitive. We compete with ICE vehicles as
well as new energy vehicles, including BEVs. Many of our current and potential competitors
or new market entrants have significantly greater financial, technical, manufacturing,
marketing and branding, talents, and other resources than we do and may be able to devote
greater resources to the design, development, manufacturing, marketing, sales, and support of
their vehicles.

We expect competition in the China automotive market to intensify in the future in light
of intense price competition and phase-out of government subsidies. Factors affecting
competition include, among others, technological innovation, product quality and safety,
product pricing, sales efficiency, manufacturing efficiency, quality of services, branding, and
design and styling. Increasing competition may lead to lower vehicle unit sales and increasing
inventory, which may result in downward price pressure and may adversely affect our business,
financial condition, results of operations, and prospects. Our ability to successfully compete
against other vehicle brands will be fundamental to our future success in existing and new
markets and our market share. We cannot assure you that we will be able to compete
successfully in our markets. If products from our competitors successfully compete with or
surpass the quality or performance of our vehicles at more competitive prices, our profitability

and results of operations may be materially and adversely affected.

We may not succeed in continuing to establish, 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 are affected by our ability to develop, maintain, and
strengthen our brand. If we fail to do so we may lose the opportunity to build a critical mass
of users. Promoting and positioning our brand will likely depend significantly on our ability
to provide high quality vehicles and services and engage with our users 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 develop and maintain a strong brand, our business,
financial condition, results of operations, and prospects will be materially and adversely
affected.

Our reputation and brand are vulnerable to many threats that can be difficult or impossible
to predict, control, and costly or impossible to remediate. 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, or negative publicity about other companies that use the same or similar brand
name as ours, can harm our reputation, business, and results of operations, even if they are
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baseless, irrelevant, or satisfactorily addressed. These allegations, even if unproven or
meritless, may lead to inquiries, investigations, or other legal 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 NEV 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, including
WeChat and Weibo in China, 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 user perceptions and confidence in our brand. Perceived or actual
concerns on battery deterioration that are often associated with NEVs could also negatively
impact user confidence in EREVs and our vehicles in particular. If we are unable to maintain
a good reputation or further enhance our brand recognition, our ability to attract and retain
users, 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.

Our research and development efforts may not yield the results as expected.

As an emerging automaker, we heavily rely on research and development to establish and
strengthen our market position. We develop electric vehicle technologies, such as next-
generation EREV powertrain system, high C-rate battery, high-voltage platform, ultra-fast
charging technologies, autonomous driving technologies, next-generation intelligent cockpit,
operating systems, and computing platforms. In 2018, 2019, and 2020 and for the three months
ended March 31, 2021, our research and development expenses amounted to RMB793.7
million, RMBI1.2 billion, RMBI1.1 billion (US$167.9 million), and RMB514.5 million
(US$78.5 million), respectively. Our research and development expenses accounted for 11.6%
and 14.4% of our total revenues in 2020 and for the three months ended March 31, 2021,
respectively. As technologies evolve, we plan to upgrade or adopt our vehicles and introduce
new models with latest technologies, which will require us to invest resources in research and
development. Therefore, we expect that our research and development expenses will continue
to be significant. As research and development activities are inherently uncertain, we cannot
assure you that we will continue to achieve desirable developments from our research and
development activities and successfully commercialize such developments. Consequently, our
significant research and development efforts may not yield the results as expected. If our
research and development efforts fail to keep up with the latest technological developments, we
could suffer a decline in our competitive position, which may materially and adversely affect

our business, financial condition, and results of operations.
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We could experience disruptions in supply of raw materials or components used in our
vehicles from our suppliers, some of which are our single-source suppliers for the
components they supply.

Li ONE uses over 1,900 parts, including battery cells and semiconductor chips, that we
source from over 190 suppliers, some of which are currently our single-source suppliers
selected from two or more suppliers that are readily available in the market for these
components, and we expect that this may continue for our future vehicles that we may produce.
We also rely on key raw materials, such as steel and aluminum, sourced from our suppliers. The
supply chain exposes us to multiple potential sources of delivery failure or component
shortages. Although we reserve the flexibility to obtain components from multiple sources
whenever possible, similar to other players in our industry, many of the components used in our
vehicles are purchased by us from a single source. Following the disruptions to semiconductor
manufacturers due to the COVID-19 pandemic and an increase in global demand for personal
computers for work-from-home economies, there is an ongoing global chip shortage, which
would materially and adversely affect the automotive industry. The supply chain exposes us to
multiple potential sources of delivery failure or component shortages.

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.
Additionally, we cannot guarantee the suppliers’ 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 could lead us to seek alternative
suppliers, which could increase our costs and results in delayed delivery of our products,
product shortages, or other disruptions of our operations.

Furthermore, qualifying alternate suppliers or developing our own replacements for
certain highly customized components of Li ONE may be time consuming and costly. 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. We cannot assure you 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, government changes, or other
factors beyond our control or anticipation, could also affect our suppliers’ ability to deliver
components to us on a timely basis. Moreover, if we experience a significant increase in
demand or need to replace our existing suppliers, there can be no assurance that additional
supplies will be available when required on terms that are favorable to us, or at all, or that any
supplier would allocate sufficient supplies to us in order to meet our requirements or fill our
orders in a timely manner. Any of the foregoing could materially and adversely affect our

business, financial condition, results of operations, and prospects.
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Orders for Li ONE may be canceled by users despite their deposit payment and online
confirmation.

Our users may cancel their orders for many reasons outside of our control, and we have
experienced cancelation of orders in the past. In addition, users may terminate their orders even
after they have paid deposits and waited for 24 hours upon which their orders automatically
become confirmed orders and the deposits become non-fundable. The potentially long wait
from reservation to delivery could also impact user 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 Li ONE or future vehicle models, a
significant number of orders may be canceled. As a result, we cannot assure you that orders will
not be canceled and will ultimately result in the final purchase, delivery, and sale of the
vehicles. Such cancelations could harm our business, brand image, financial condition, results
of operations, and prospects.

Our future growth is dependent on the consumer demand for NEVs.

The demand for our vehicles will highly depend upon consumers’ demand for and
adoption of NEVs, including EREVs and BEVs. The market for NEVs is still rapidly evolving,
characterized by rapidly changing technologies, intense competition, evolving government
regulation and industry standards, and changing consumer demands and behaviors.

Other factors that may influence the adoption of NEVs include:

. perceptions about vehicle safety in general, in particular safety issues that may be
attributed to the use of advanced technology, including BEV and EREV technology,
regenerative braking systems, and autonomous driving;

. perceptions about NEV quality, safety, design, performance, and cost, especially if
adverse events or accidents occur that are linked to the quality or safety of NEVs,

whether or not such vehicles are produced by us or other automakers;

. concerns about electric grid capacity and reliability and the availability of other

supporting infrastructure;

o the availability of servicing for NEVs;

. the actual or perceived deterioration of battery capacity over time;

o the environmental consciousness of consumers;

. access to charging stations and cost of charging vehicles;

. the availability of tax and other governmental incentives to purchase and operate
NEVs or future regulation requiring increased use of nonpolluting vehicles;
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. improvements in the fuel economy of the ICE vehicles; and

. macroeconomic factors.

Any of the factors described above may change the consumer demand for our vehicles,
including causing current or prospective users not to purchase our vehicles. If the market for
NEVs, and HPC BEVs in particular, does not develop as we expect or develops more slowly
than we expect, our business, financial condition, results of operations, and prospects will be
affected.

Our future growth is dependent on the consumer demand for passenger vehicles, the
prospects of which are subject to many uncertainties.

Although China is currently one of the world’s major automotive markets, we cannot
predict how the consumer demand for passenger vehicles will develop in the future. China’s
passenger vehicle sales volume reached 24.4 million units in 2018. However, since July 2018,
China’s automotive industry had experienced negative year-over-year growth in sales volume,
and new automobile purchases in China had been declining consecutively until April 2020.
COVID-19 also had a significant adverse impact on automobile sales in China in the first
quarter of 2020. As a result, China’s passenger vehicles sales volume decreased by 9.6% to
21.4 million units in 2019, and further decreased by 6.0% to 20.2 million units in 2020.

Amid the market slowdown, certain automakers operating in China have suffered
declining performance or financial difficulties. China’s automotive industry may be affected by
many factors, including general economic conditions in China, the urbanization rate of China’s
population, the growth of disposable household income, the costs of new automobiles, the trade
tensions and other governmental protectionist measures, as well as taxes and incentives related
to automobile purchases. If the consumer demand for passenger vehicles in China does not
recover as expected, or at all, our business, financial condition and results of operations could
be materially and adversely affected.

Changes in PRC government policies that are favorable for NEVs or domestically
manufactured vehicles could materially and adversely affect our business, financial
condition, results of operations, and prospects.

The growth of our business benefits from PRC government policies at central and local
levels that support the development of NEVs and domestically manufactured vehicles. There
are uncertainties about governments’ support for HPC network, which is essential to our plan
to launch HPC BEVs.

The PRC government has been implementing strict vehicle emission standards for ICE
vehicles. On December 28, 2018, the PRC State Administration for Market Regulation, or the
SAMR and the PRC National Standardization Administration jointly issued the Electric Vehicle
Energy Consumption Standards, effective on July 1, 2019, to regulate electric vehicles
regarding their energy efficiency. As an EREV, Li ONE is equipped with both an ICE-based
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range extension system and electric motors, and is thus required to comply with both standards.
If the electric vehicle energy consumption standards and vehicle emission standards become
significantly stricter, we may incur significant costs to obtain advanced energy technology to
upgrade our vehicles or design new vehicles if we are able to at all, which could materially and
adversely affect our business, financial condition, results of operations, and prospects.

In addition, changes in classification of NEVs and license plate policies have affected,
and may continue to affect our business. In certain cities in China, municipal governments
impose quotas and lottery or bidding systems to limit the number of license plates issued to
ICE vehicles, but exempt NEVs from these restrictions to incentivize the development of the
NEV market. Nevertheless, in January 2018, the Beijing municipal government announced that
it would only allow BEVs to be considered the NEVs exempt from the license plate
restrictions, and EREVs would be treated as ICE vehicles in Beijing for the purposes of
obtaining license plates. On December 10, 2018, the NDRC, promulgated the Provisions on
Administration of Investment in Automotive Industry, effective on January 10, 2019, which
categorize EREVs as electric vehicles, although its impact on the Beijing municipal
government’s license plate policy remained uncertain. Similarly, in February 2021, the local
counterpart of the NDRC and other four governmental authorities in Shanghai announced
similar arrangements that only BEVs would be considered the NEVs exempt from the license
plate restrictions starting from January 1, 2023. As a result, Li ONEs sold in Beijing and
Shanghai may not enjoy the exemptions from the license plate restrictions available to the
BEVs. Two of the major markets for Li ONEs are Beijing and Shanghai, whose respective
cumulative sales volume accounts for 6.3% and 9.4% of our total cumulative sales volume as
of April 30, 2021, according to the CIC Report. It is uncertain whether the arrangements
regarding license plate restrictions will reduce the demand for EREVs, and Li ONEs in
particular, in Beijing and Shanghai. Although we are currently not aware of any government
plan to adopt similar measures in areas other than Beijing and Shanghai, changes in
government policies on the classification of NEVs and license plates, at a local or central level,
may materially and adversely affect the demand for Li ONE and our future vehicles, which in
turn could materially and adversely affect our business, results of operations, financial
conditions, and prospects.

Furthermore, changes in government incentives or subsidies to support NEVs could
adversely affect our business. EREVs enjoy certain favorable government incentives and
subsidies, including exemption from vehicle purchase tax, one-time government subsidies,
exemption from license plate restrictions in certain cities, exemption from driving restrictions
in certain cities, and preferential utility rates for charging facilities. However, China’s central
government has begun implementing a phase-out schedule for the subsidies provided for
purchasers of certain NEVs, which provided that the amount of subsidies provided for
purchasers of certain NEVs in 2019 and 2020 would be reduced by 48% as compared to 2017
levels. In April 2020, the PRC Ministry of Finance and other national regulatory authorities
issued a circular to extend the original end date of subsidies for NEV purchasers to the end of
2022 and reduce the amount of subsidies in 10% increments each year commencing from 2020.
However, only NEVs with an MSRP of RMB300,000 or less before subsidies are eligible for
such subsidies starting from July 2020, and the MSRP of Li ONE is higher than the threshold.
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Li ONE used to be eligible for a government subsidy of RMB10,000 per individual buyer
before April 2020, which already had been effectively reflected in the then MSRP of
RMB328,000 (approximately US$50,000). Such government subsidy was reduced to
RMBS,500 per individual buyer from April to July 2020. After July 2020, Li ONE is no longer
eligible for such government subsidy. The MSRP of the Li ONE had remained to be
RMB328,000 (approximately US$50,000), regardless of whether Li ONE is eligible for the
government subsidy, until the release of the 2021 Li ONE on May 25, 2021. Therefore, the
phase-out and cease of the government subsidies have resulted in a decrease of our revenues
per vehicle.

Moreover, there is no guarantee that we will be able to successfully commercialize or
otherwise offer vehicles that meet this subsidy threshold. We cannot assure you that any further
changes would be favorable to our business. Furthermore, any reduction, elimination 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
NEVs, fiscal tightening or other factors may affect government incentives or subsides and
result in the diminished competitiveness of the NEV industry generally.

Our vehicles sales are also impacted by government policies including tariffs on imported
cars. According to an announcement by the PRC government, the tariff on imported passenger
vehicles (other than those originating in the United States of America) was reduced to 15%
starting from July 1, 2018. As a result, pricing advantage of domestically manufactured
vehicles could be diminished. Pursuant to the Special Administrative Measures for Market
Access of Foreign Investment (2020), or the 2020 Negative List, which is jointly promulgated
by the NDRC and the Ministry of Commerce and became effective on July 23, 2020, there is
no limit on foreign ownership of automakers for NEVs. In addition, the limits on foreign
ownership of automakers for ICE passenger vehicles would be lifted by 2022. As a result,
foreign NEV competitors and in the future foreign ICE automakers could build wholly-owned
facilities in China without the need for a domestic joint venture partner. For example, Tesla has
completed its construction of a factory in Shanghai without a joint venture partner and has
begun operations. These changes could intensify market competition and reduce our pricing
advantage, which in turn could materially and adversely affect our business, results of
operations, financial conditions, and prospects.

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 and manufacturing our first model, Li ONE, purchasing land and equipment,
constructing our manufacturing facilities, procuring required raw materials, and building our
sales and servicing infrastructure. 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, expenditures in the expansion of our manufacturing capacities,
additional operating costs and expenses for production ramp-up, raw material and auto parts
procurement costs, expenditures to roll out our HPC network, and selling and distribution
expenses as we build our brand and market our vehicles. In particular, the prices for raw
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materials such as aluminum and steel fluctuate upon factors beyond our control, and could
adversely affect our business and results of operations. Substantial increases in the prices for
our raw materials such as aluminum and steel would increase our cost of revenue and our
operating expenses, and could reduce our margins. 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 lose control over the
increase of costs in connection with our services 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, manufacture, market, sell, and service our vehicles and provide services in a
cost-efficient manner, our margins, profitability, and prospects would be materially and
adversely affected.

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 been subject to a global shortage following the disruption to semiconductor
manufacturers due to the COVID-19 pandemic and an increase in global demand for personal
computers for work-from-home economies. Although as of the Latest Practicable Date, we had
not experienced any disruption in the manufacture of our vehicles due to a shortage in the
supply of chips, we cannot assure you that we will be able to continue to obtain sufficient
amount 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 by us from a single source although we reserve the flexibility to obtain the
components from multiple sources. If the suppliers for 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.

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

Our vehicles currently make use of lithium-ion battery cells, which we purchase from
third-party suppliers. The prices for the battery cells fluctuate, and their available supply may
be unstable, depending on market conditions and global demand for the battery cells and the
materials used in the battery cells, such as lithium, nickel, cobalt, and manganese. There is a
looming shortage of battery packs since mid-2020 as a result of an increase in global demand
due to increased production of NEVs, rising demand for raw material of battery cells, and the
disruption in the supply chain due to the COVID-19 pandemic. Although as of the Latest
Practicable Date, we had not experienced any disruption in the manufacture of our vehicles due
to a shortage in the supply of battery packs, we cannot assure you that we will be able to
continue to obtain sufficient amount of battery packs at a reasonable cost. Our business is
dependent on the continued supply of battery packs used in our vehicles. We purchase battery
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pack from CATL, with which we have developed close partnership for battery packs. If CATL
becomes unable to meet our demand on acceptable terms, or at all, we may be required to
switch to alternative suppliers. Any disruption in the supply of battery packs from CATL could
disrupt production of our vehicles until such time as we find an alternative supplier. There can
be no assurance that we would be able to successfully retain alternative suppliers on a timely
basis, on acceptable terms or at all. If we fail to find alternative suppliers in time, our
production and deliveries could be materially disrupted, which may materially and adversely
affect our business, results of operations, and financial condition.

If we fail to effectively manage our inventory, our financial condition, results of operations,
and prospects may be materially and adversely affected.

We are exposed to inventory risks that may adversely affect our financial condition,
results of operations, and prospects as a result of increased competition, seasonality, new
model launches, rapid changes in vehicle life cycles and pricing, defective vehicles, changes
in consumer demand and consumer spending patterns, and other factors. In order to operate our
business effectively and meet our users’ demands and expectations, we must maintain a certain
level of inventory to avoid overstocking or understocking issues and ensure timely delivery. We
determine our level of inventory based on our experience and assessment of user demands and
number of orders from users.

However, forecasts are inherently uncertain, and the demand for our vehicles may change
between the order date and the projected delivery date. If we fail to accurately forecast the
demand, we may experience inventory obsolescence and inventory shortage risk. Inventory
levels in excess of demand may result in inventory write-downs or write-offs and the sale of
excess inventory at discounted prices, which could adversely affect our profitability. We did
not recognize inventory write-downs in 2018, 2019, and 2020 and for the three months ended
March 31, 2020 and 2021. In addition, if we underestimate the demand for our vehicles, we
may not be able to manufacture a sufficient number of vehicles to meet such unanticipated
demand, which could result in delays in the delivery of our vehicles and harm our reputation.

Any of the above may materially and adversely affect our financial condition and results
of operations. As we plan to continue to expand our vehicle offerings, we may continue to face
challenges in effectively managing our inventory.

Our industry and its technology are rapidly evolving and may be subject to unforeseen
changes. Breakthroughs in other NEV technologies or improvements in the ICE
technologies may materially and adversely affect the demand for our vehicles.

We operate in the China automotive market, including the rapidly evolving NEV market,
which may not become what we currently anticipate. We may be unable to keep up with
changes in China’s NEV technology and, as a result, our competitiveness may suffer. Our
research and development efforts may not be sufficient to adapt to changes in the NEV
technology. As technologies change, we plan to upgrade or adapt our vehicles and introduce
new models in order to provide vehicles with the latest technology, which could involve
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substantial costs and lower our return on investment for existing vehicles. We cannot assure
you that we will be able to compete effectively with other NEVs 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 new energy technology, such as advanced diesel, ethanol, fuel cells, or
compressed natural gas, or improvements in the fuel economy of ICEs may materially and
adversely affect our business and prospects in ways that we do not currently anticipate. Any
failure by us to successfully react to changes in existing technology could materially harm our
competitive position and may materially and adversely affect our business, financial condition,

and results of operations.

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 users 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;

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

. controlling expenses and investments in anticipation of expanded operations;

. establishing or expanding design, manufacturing, 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.
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Our business depends substantially 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 might not be able
to replace them easily, in a timely manner, or at all. As we build our brand 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 smart vehicle and autonomous driving technologies,
and therefore we cannot assure you that we will be able to attract or retain qualified staff or
other highly skilled employees. In addition, because our EREVs are based on a different
technology platform than traditional ICE vehicles, individuals with sufficient training in such
vehicles may not be available to hire, and we will need to expend significant time and expense
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. We have not obtained any “key person” insurance on our key
personnel. If any of our executive officers or key employees joins a competitor or forms a
competing company, we may lose users, know-how and key professionals and staff members.
Each of our executive officers and key employees has entered into an employment agreement
and a non-compete agreement with us. However, if any dispute arises between our executive
officers or key employees and us, the non-competition provisions contained in their
non-compete agreements may not be enforceable, especially in China, where these executive
officers reside, on the ground that we have not provided adequate compensation to them for
their non-competition obligations, which is required under relevant PRC laws.

Our services, including those provided through third parties, may not be generally accepted
by our users. If we are unable to provide or arrange adequate services for our users, our
business and reputation may be materially and adversely affected.

We cannot assure you that our services or our efforts to engage with our users using both
our online and offline channels, will be successful, which could affect our revenues as well as
our user 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 users’ experience may be adversely affected, which in turn may
materially and adversely affect our business and reputation.
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While our vehicles can be serviced at our delivery and servicing centers, some of the
services will be carried out through authorized body and paint shops. Both our own delivery
and servicing centers and authorized body and paint shops have limited experience in servicing
EREVs. We cannot assure you that our service arrangements will adequately address the
service requirements of our users 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 painting
shops, user 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 financial 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 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. Any 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.

We may be subject to adverse publicity, damage to our brand, and costs for recalls of our
vehicles. Effective on November 7, 2020, we voluntarily recalled 10,469 Li ONEs produced on
or before June 1, 2020 to replace, free of charge, the control arm ball joint of the front
suspension on these Li ONEs in accordance with the requirements by the SAMR. Li ONEs
produced after June 1, 2020 are already equipped with an upgraded version of the control arm
ball joint of the front suspension. As of the date of this prospectus, we completed over 98.5%
of all the replacements and are not aware of any material accidents due to any defects in the
control arm ball joint of the front suspension being replaced.
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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 vehicles are subject to motor vehicle standards and the failure to satisfy such mandated
safety standards would materially and adversely affect our business and results of
operations.

All vehicles sold must comply with various standards of the market where the vehicles are
sold. Our vehicles must meet or exceed all mandated safety standards in China. Rigorous
testing and the use of approved materials and equipment are among the requirements for
achieving these standards. Vehicles must pass various tests and undergo a certification process
and be affixed with the China Compulsory Certification before receiving delivery from the
factory, being sold, or being used in any commercial activity, and such certification is also
subject to periodic renewal. Furthermore, the PRC government carries out supervision and
scheduled or unscheduled inspection of certified vehicles on a regular basis. In the event that
our certification fails to be renewed upon expiry, 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 may be
suspended or even 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 any commercial activity. Failure by us to
satisfy motor vehicle standards would materially and adversely affect our business 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.
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In addition, we store lithium-ion cells at our facilities. Any mishandling of battery cells
may cause disruption to the operation of our facilities. While we have implemented safety
procedures related to the handling of the cells, a safety issue or fire related to the cells could
disrupt our operations. Such damage or injury could 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 are subject to risks associated with autonomous driving technology.

Our vehicles are currently equipped with Level 2 autonomous driving features realized
through ADAS. We rely on third-party suppliers for certain technologies and components used
in our ADAS, and any defects of 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 our vehicles’ level of autonomous driving capabilities through ongoing research and
development. Autonomous 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 and users may not be accustomed to
using such technology. To the extent accidents associated with our future autonomous driving
technology occur, we could be subject to liability, government scrutiny, and further regulation.
See “Regulations—Regulations on Autonomous Driving.” Any of the foregoing could
materially and adversely affect our brand image, financial condition, results of operations, and

growth 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.
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Our distribution model is different from the currently predominant distribution model for
automakers, and its long-term viability is unproven.

Our distribution model is not common in the automotive industry today, particularly in
China. We own and operate our distribution network through which we conduct vehicle sales
directly to users rather than through dealerships. This model of 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 than 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. Our expansion of our network of retail
stores, galleries, and delivery and servicing centers may not fully meet users’ expectations. Our
success will depend in large part on our ability to effectively develop our own sales channels
and marketing strategies. Implementing our business model is subject to numerous significant
challenges, including obtaining permits and approvals from government authorities, and we
may not be successful in addressing these challenges.

Our results of operations may vary significantly from period to period due to the seasonality
of our business 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. The sales
volume of passenger vehicles typically declines over January and February, particularly around
the Chinese New Year, gradually climbs over spring and summer, and typically culminates in
the 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, develop, and manufacture our EREVs and new models, build and equip new
manufacturing facilities to produce such components, open new retail stores, galleries, 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
Class A ordinary shares or ADSs could fall substantially either suddenly or over time.
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The expansion of our existing Changzhou manufacturing facility may be subject to delays,
disruptions, cost overruns, or may not produce expected benefits.

We plan to expand our Changzhou manufacturing facility by 2022 to prepare for further
production ramp-up of Li ONE and future models. The expansion could experience delays or
other difficulties, and will require significant capital. We may encounter quality, process, or
other issues when changing our single-shift production arrangement to a two-shift production
arrangement. Our current lease for the manufacturing facility will expire in December 2022.
Although we have a contractual option to purchase the property underlying that manufacturing
facility at the construction cost before the end of the lease or re-negotiate the lease if we fail
to purchase the property, we cannot assure you that our operations or expansion of the
Changzhou manufacturing facility will not be disrupted. Any failure to complete the expansion
on schedule and within budget could adversely affect our financial condition, production
capacity, and results of operations. Moreover, we could encounter similar or additional risks if
we were to establish new manufacturing facilities in addition to the Changzhou one.

Under PRC laws, 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, disease control approvals, environment
protection approvals, the pollution discharge permits, drainage license, work safety approvals,
fire protection approvals, and the completion of inspection and acceptance by relevant
authorities. Some of the construction projects carried out by us are undergoing necessary
approval procedures as required by law, including the expansion projects of our Changzhou
manufacturing facility, which requires the approval of the municipal government. As a result,
the relevant entities operating such construction projects may be subject to administrative
uncertainty, fines, or the suspension of use of such projects. Any of the foregoing could
materially and adversely affect our business operations.

Our business plans require a significant amount of capital. In addition, our future capital
needs may require us to issue additional equity or debt securities 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 retail stores, galleries, 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 different from what we currently anticipate.
We may 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.
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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 will
have to significantly reduce our spending, delay or cancel our planned activities, or
substantially change our corporate structure. As of December 31, 2018 and 2019, we had
shareholders’ deficit of RMB2.4 billion and RMB5.7 billion, respectively. As of December 31,
2020 and March 31, 2021, we had shareholders’ equity of RMB29.8 billion (US$4.5 billion)
and RMB29.7 billion (US$4.5 billion), respectively. We may have shareholders’ deficit balance
in the future, which may limit our ability to obtain financing and materially and adversely
affect our liquidity and financial condition. 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.

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 and our memorandum and articles of
association do not contain any anti-dilution provision. 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.

We retain certain information about our users, which may subject us to user concerns or
various privacy and consumer protection laws.

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 customize and optimize the driving and riding experiences.
Our users may object to the use of this data, which may harm our business. Possession and use
of our users’ driving behavior and data in conducting our business may subject us to legislative
and regulatory burdens in China and other jurisdictions that could require notification of data
breach, restrict our use of such information, and hinder our ability to acquire new users or
market to existing users. If users allege that we have improperly released or disclosed their
sensitive personal information, we could face legal claims and reputational harm. We may incur
significant expenses to comply with privacy, consumer protection, and security standards and
protocols imposed by laws, regulations, industry standards, or contractual obligations. If third
parties improperly obtain and use sensitive personal information of our users, we may be
required to expend significant resources to resolve these problems.

Our business is subject to various evolving PRC laws and regulations regarding data privacy
and cybersecurity. Failure of cybersecurity and data privacy concerns could subject us to
penalties, damage our reputation and brand, and harm our business and results of
operations.

We face significant challenges with respect to cybersecurity and data privacy, including
the storage, transmission, and sharing of confidential information. We transmit and store
confidential and private information of our users, such as personal information, including
names, user accounts, passwords, and payment or transaction-related information.
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We are subject to various regulatory requirements relating to cybersecurity and data
privacy, including, without Ilimitation the PRC  Cybersecurity Law. See
“Regulations—Regulations on Internet Information Security and Privacy Protection.” We are
required by these laws and regulations to ensure the confidentiality, integrity, availability, and
authenticity of the information of our users and distributors, which is also essential to
maintaining their confidence in our vehicles and services. We have adopted strict information
security policies and deployed advanced measures to implement the policies, including, among
others, advanced encryption technologies. However, advances in technology, an increased level
of sophistication and diversity of our products and services, an increased level of expertise of
hackers, new discoveries in the field of cryptography or others can still result in a compromise
or breach of our websites, the Li Auto App, or our vehicles’ electronic systems. If we are unable
to protect our systems, and hence the information stored in our systems, from unauthorized
access, use, disclosure, disruption, modification, or destruction, such problems or security
breaches could cause a loss, give rise to our liabilities to the owners of confidential
information, or subject us to fines and other penalties. In addition, complying with various laws
and regulations 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, regulatory requirements on cybersecurity and data privacy are constantly
evolving and can be subject to varying interpretations or significant changes, resulting in
uncertainties about the scope of our responsibilities in that regard. For example, the
Cyberspace Administration of China issued the Several Provisions on Automobile Data
Security Management (Draft for Comments) on May 12, 2021, which further elaborates the
principles and requirements for the protection of personal information and important data in the
automotive industry, and defines any enterprise or institution engaging in the automobile
design, manufacture, and service as a relevant operator. Such operator is required to process
personal information or important data in accordance with applicable laws during the
automobile design, manufacture, sales, operation, maintenance, and management. On June 10,
2021, the Standing Committee of the National People’s Congress promulgated the PRC Data
Security Law, which will take effect in September 2021. The Data Security Law provides for
a security review procedure for the data activities that may affect national security.
Furthermore, Measures for Cybersecurity Review, which became effective on June 1, 2020, set
forth the cybersecurity review mechanism for critical information infrastructure operators, and
provided that critical information infrastructure operators who intend to purchase internet
products and services that affect or may affect national security shall be subject to a
cybersecurity review. On July 10, 2021, the Cyberspace Administration of China published the
Measures for Cybersecurity Review (Revised Draft for Comments), which further restates and
expands the applicable scope of the cybersecurity review. Pursuant to the draft measures,
critical information infrastructure operators that intend to purchase internet products and
services and data processing operators engaging in data processing activities that affect or may
affect national security must be subject to the cybersecurity review. The draft measures further
stipulate that if an operator has personal information of over one million users and intends to
be listed in a foreign country, it must be subject to the cybersecurity review. See
“Regulations—Regulations on Internet Information Security and Privacy Protection.” As
advised by our PRC Legal Advisor, the draft measures were released for public comment only,
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and its operative provisions and the anticipated adoption or effective date may be subject to
change with substantial uncertainty. The draft measures remain unclear on whether the relevant
requirements will be applicable to companies that intend to be listed in Hong Kong or
companies that have been listed in the United States and intend to be listed in Hong Kong, such
as us. Furthermore, the exact scope of “critical information infrastructure operators” under the
draft measures and the current regulatory regime remains unclear, and the PRC government
authorities may have wide discretion in the interpretation and enforcement of these laws.
Therefore, it is uncertain whether we would be deemed as a critical information infrastructure
operator under PRC law. It also remains uncertain whether the future regulatory changes would
impose additional restrictions on companies like us. We cannot predict the impact of the draft
measures, if any, at this stage, and we will closely monitor and assess any development in the
rule-making process. If the enacted version of the draft measures mandates clearance of
cybersecurity review and other specific actions to be completed by companies like us, we face
uncertainties as to whether such clearance can be timely obtained, or at all. If we are not able
to comply with the cybersecurity and data privacy requirements in a timely manner, or at all,
we may be subject to government enforcement actions and investigations, fines, penalties,
suspension of our non-compliant operations, or removal of our app from the relevant
application stores, among other sanctions, which could materially and adversely affect our

business and results of operations.

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

We provide a five-year or 100,000-kilometer limited warranty for new vehicles, and an
eight-year or 120,000-kilometer limited warranty for battery packs, electric motors, and
electric motor controllers. Currently, we also offer each initial owner extended lifetime
warranty, subject to certain conditions. 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. It also covers free road assistance under the warranty coverage. We plan to
record and adjust warranty reserves based on changes in estimated costs and actual warranty
costs. However, because we only started the volume production of Li ONE in November 2019,
our experience with warranty claims regarding our vehicles or with estimating warranty
reserves is limited. We cannot assure you that our 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.
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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 enhance 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 users 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.

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 July 2019, or the 2019 Plan, for the purpose of
granting share-based compensation awards to employees, directors, and consultants to
incentivize their performance and align their interests with ours. We further adopted the 2020
Share Incentive Plan, or the 2020 Plan, in July 2020 and the 2021 Share Incentive Plan, or the
2021 Plan, in March 2021, in each case for the same purpose. Under the 2019 Plan, 2020 Plan,
and 2021 Plan, we are authorized to grant options and other types of awards. The maximum
number of Class A ordinary shares that may be issued pursuant to all awards Plan is
141,083,452. The maximum number of Class A ordinary shares that may be issued pursuant to
all awards under the 2020 Plan is 165,696,625. The maximum number of Class B ordinary
shares that may be issued pursuant to all awards under the 2021 Plan is 108,557,400, all of
which had been granted as CEO Award Shares and will be converted to Class A ordinary shares
on a one-to-one basis with effect immediately upon the Listing. See “Statutory and General
Information—Share Incentive Plans” in Appendix IV to this document. As of the Latest
Practicable Date, awards to purchase an aggregate amount of 55,393,578 Class A ordinary
shares under the 2019 Plan and awards to purchase an aggregate amount of 35,792,086 Class
A ordinary shares under the 2020 Plan had been granted and were outstanding, excluding
awards that were forfeited or canceled after the relevant grant dates. On March 8, 2021, we
granted options to purchase 108,557,400 Class B ordinary shares under our 2021 Share
Incentive Plan to Mr. Li, our chairman and chief executive officer, with certain performance-
based vesting conditions. On May 5, 2021, the Board approved to replace such options with the
same amount of Class B ordinary shares under the same plan, all of which have become vested
upon grant on May 5, 2021, subject to certain undertakings of restrictions by Mr. Li based on
certain performance conditions substantially similar to the vesting conditions of the options
being replaced. These Class B ordinary shares will be converted to Class A ordinary shares on
a one-to-one basis with effect immediately upon the Listing. See “Statutory and General
Information—Share Incentive Plans—The 2021 Plan” in Appendix IV to this document.
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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 will 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.

We may need to defend ourselves against intellectual property right infringement 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 vehicles or components, 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 of such rights
or otherwise assert their rights and urge us to take licenses. Our applications and uses of
trademarks relating to our design, software, or artificial intelligence technology could be found
to infringe upon existing trademark ownership and rights. In addition, if we are determined to
have infringed upon a third party’s intellectual property rights, we may be required to do one
or more of the following:

. cease selling, incorporating certain components into, or using vehicles or offering
goods 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 vehicles or other goods or services; or

. establish and maintain alternative branding for our products and services.

In the event of a successful claim of infringement against us and our failure or inability
to obtain a license to the infringed technology or other intellectual property right, our business,
financial condition, results of operations, and prospects could be materially and adversely

affected. In addition, any litigation or claims, whether or not valid, could result in substantial
costs, negative publicity, and diversion of resources and management attention.

— 77 —



RISK FACTORS

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

We regard our trademarks, service marks, patents, 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.

Implementation and enforcement of PRC 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 Hong Kong, the United States 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.

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.

As of March 31, 2021, we had 893 issued patents and 749 pending patent applications in
China. We cannot assure you that all our pending patent applications will result in issued
patents. Even if our patent applications succeed 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. 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 technology. 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.
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Pandemics and epidemics, natural disasters, 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 China or elsewhere in the world, or fear of spread of
contagious diseases, such as Ebola virus disease (EVD), coronavirus disease 2019
(COVID-19), Middle East respiratory syndrome (MERS), severe acute respiratory syndrome
(SARS), HINI flu, H7NO 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.

The COVID-19 pandemic adversely affected many aspects of our business, including
production, supply chain, and sales and delivery. Our Changzhou manufacturing facility
underwent temporary closure in February 2020 as part of China’s nationwide efforts to contain
the spread of the novel coronavirus. Even though our business is currently operational, our
production capacity and operational efficiency were adversely affected by the COVID-19
pandemic in the first half of 2020 due to insufficient workforce in production, sales, and
delivery as a result of temporary travel restrictions in China and the necessity to comply with
disease control protocols in our business establishments and Changzhou manufacturing facility.
Our suppliers’ abilities to timely deliver raw materials, parts and components, or other services
were also adversely affected for similar reasons, especially those located in critical regions
such as Hubei Province, China. The global spread of COVID-19 may also affect our overseas
suppliers. As a result of varying levels of travel and other restrictions for public health
concerns in various regions of China, we also temporarily postponed the delivery of Li ONE
to our users. Due to concerns or fear of spread of COVID-19, consumers were initially
reluctant to visit in person our retail stores or delivery and servicing centers for potential new
car purchases. Our consolidated results of operations for the first half of 2020 were adversely
affected. In addition, the COVID-19 pandemic temporarily adversely affected the expansion of
our Changzhou manufacturing facility and our retail stores and delivery and servicing centers
in China, which had adversely affected our sales and delivery growth in the first half of 2020.
COVID-19 has had a global economic impact on the financial markets. The global spread of
COVID-19 pandemic may result in global economic distress, and the extent to which it may
affect our results of operations will depend on future developments, which are highly uncertain
and cannot be predicted. Relaxation of restrictions on economic and social activities may also
lead to new cases which may lead to re-imposed restrictions. We cannot assure you that the
COVID-19 pandemic can be eliminated or contained in the near future, or at all, or a similar
outbreak will not occur again. A second wave of COVID-19 or a similar pandemic could
materially and adversely affect our business, financial condition, and results of operations.
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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 might not be able to fulfil our obligation in respect of deferred revenue, which might
have impact on our cash or liquidity position.

Our recognition of deferred revenue is subject to future performance obligations. Our
deferred revenue mainly includes the transaction price allocated to the performance obligations
that are unsatisfied, or partially satisfied, which mainly arises from the undelivered vehicles,
charging stalls, vehicle internet connection services, FOTA upgrades, and extended lifetime
warranties for initial owners, as well as customer loyalty points offered in connection with the
purchase of Li ONE. We may have multiple performance obligations identified in one vehicle
sales contract and the purchase price for sales of our vehicles and all embedded products and
services to a user for which we have received consideration, or an amount of consideration is
due, from the user, is recorded as deferred revenue. Due to potential future changes in user
preferences and the need for us to satisfactorily perform product support and other services,
deferred revenue at any particular date may not be representative of actual revenue for any
current or future period. Any failure to fulfil the obligations in respect of deferred revenue may
have an adverse impact on our results of operations and liquidity.

Fluctuation of fair value change of short-term and long-term investments that we made may
adversely affect our financial condition, results of operations, and prospects.

During the Track Record Period, our short-term investments primarily consisted of
investments in financial instruments with variable interest rates and maturity dates within one
year, and our long-term investments primarily consisted of investments in publicly traded
companies and privately-held companies. The methodologies that we use to assess the fair
value of the short-term and long-term investments involve a significant degree of management
judgment and are inherently uncertain. In addition, we are exposed to credit risks in relation
to our short-term and long-term investments, which may adversely affect the net changes in
their fair value. We cannot assure you that market conditions will create fair value gains on our
short-term and long-term investments or we will not incur any fair value losses on our
short-term and long-term investments in the future. If we incur such fair value losses, our
financial condition, results of operations, and prospects may be adversely affected.
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We have limited insurance coverage, which could expose us to significant costs and business

disruption.

We have limited liability insurance coverage for our products and business operations. A
successful liability claim against us, regardless of whether due to injuries suffered by our users
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. 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 establishing new strategic alliances, 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 licenses from relevant
government authorities for the acquisitions and to comply with any applicable PRC laws and
regulations, 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
financial results we expect. Acquisitions could result in the use of substantial amount 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. As of December 31, 2018, 2019, and
2020 and March 31, 2021, we had net intangible assets of RMB671.4 million, RMB673.9
million, RMB683.3 million (US$104.3 million), and RMB684.6 million (US$104.5 million),
respectively, which primarily consist of the automotive manufacturing permission, software,
and patents. We test finite-lived intangible assets for impairment if impairment indicators arise.
The indefinite-lived intangible assets are tested for impairment annually or more frequently if
events or changes in circumstances indicate that the carrying value of the assets may not be
recoverable. Although we recorded no impairment of intangible assets for the years ended
December 31, 2018, 2019, and 2020 and for the three months ended March 31, 2021, any
significant impairment loss charged against our intangible assets could materially and
adversely affect our business, financial condition, and results of operations.
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Furthermore, 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 implement and maintain an effective system of internal control over financial
reporting, we may be unable to accurately report our results of operations, meet our
reporting obligations, or prevent fraud.

In connection with the audits of our consolidated financial statements as of and for the
years ended December 31, 2018 and 2019, we and PricewaterhouseCoopers Zhong Tian LLP,
our independent registered public accounting firm, identified one material weakness in our
internal control over financial reporting as of December 31, 2019. As defined in the standards
established by the U.S. Public Company Accounting Oversight Board, or the PCAOB, a
“material weakness” is a deficiency, or combination of deficiencies, in internal control over
financial reporting, such that there is a reasonable possibility that a material misstatement of
our company’s annual or interim consolidated financial statements will not be prevented or
detected on a timely basis.

The material weakness identified relates to our lack of sufficient competent financial
reporting and accounting personnel with appropriate understanding of U.S. GAAP to design
and implement formal period-end financial reporting policies and procedures to address
complex U.S. GAAP technical accounting issues and to prepare and review our consolidated
financial statements and related disclosures in accordance with U.S. GAAP and financial
reporting requirements set forth by the SEC.

We have implemented a number of measures to address the material weakness, including:
(i) we have hired additional qualified financial and accounting staff with working experience
with U.S. GAAP and SEC reporting requirements; (ii) we have established clear roles and
responsibilities for accounting and financial reporting staff to address complex accounting and
financial reporting issues; (iii) we have clarified reporting requirements and established
effective oversight to address complex and non-recurring transactions and related accounting
issues; (iv) we have developed and implemented a comprehensive and effective period-end
closing process, especially for complex and non-recurring transactions to ensure financial
statements and related disclosures are in compliance with U.S. GAAP and SEC reporting
requirements; (v) we have established an internal audit team to enhance internal controls and
assess the design and effectiveness of our internal controls; and (vi) we are conducting regular
U.S. GAAP accounting and financial reporting training programs for accounting and financial
reporting personnel. We also intend to hire additional resources to strengthen the financial
reporting function. We will continue to implement measures to remediate the material
weakness. Although the aforementioned remediation measures were implemented, these
measures will require validation and testing of the operating effectiveness of internal controls
over a sustained period of financial reporting cycles. As a result, the previously identified
material weakness still existed as of December 31, 2020.
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We are a public company in the United States and are subject to the reporting
requirements of the Exchange Act, the Sarbanes-Oxley Act of 2002, and the rules and
regulations of the Nasdaq Global Select Market. Section 404 of the Sarbanes-Oxley Act of
2002, or Section 404, will require us to 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 the fiscal year ending December 31, 2021. In addition, as we ceased 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 beginning with our annual report for the fiscal year ending December 31,
2021. 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 control or the level at which our control is documented, designed, operated, or
reviewed, or if it interprets the relevant requirements differently from us. In addition, as we
have 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 complete our evaluation testing and any required remediation in a timely

manner.

During the course of documenting and testing our internal control procedures, in order to
satisfy the requirements of Section 404, we may identify weaknesses and deficiencies in our
internal control over financial reporting. In addition, if we fail to maintain adequate and
effective 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 Class A ordinary shares or ADSs.
Additionally, ineffective internal control over financial reporting could expose us to increasing
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.

If we update our manufacturing equipment more quickly than expected, we may have to
shorten the useful lives of any equipment to be retired as a result of any such update, and
the resulting acceleration in our depreciation could negatively affect our financial results.

We have invested and expect to continue to invest significantly in what we believe is
modern tooling, machinery, and other manufacturing equipment for the product lines where Li
ONE is manufactured, and we depreciate the cost of such equipment over their expected useful
lives. However, manufacturing technology may evolve rapidly, and we may decide to update
our manufacturing process with advanced equipment more quickly than expected. Moreover, as
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our engineering and manufacturing expertise and efficiency increase, we may be able to
manufacture our products using less of our installed equipment. The useful life of any
equipment that would be retired early as a result would be shortened, causing the depreciation
on such equipment to be accelerated, and to the extent we own such equipment, our results of
operations could be negatively impacted. We are planning on the reconfiguration of our
Changzhou factory for our new model pipeline, especially the full-size premium SUV based on
the X platform to be launched in 2022. The investment for the expansion and reconfiguration
of our Changzhou factory is estimated to be approximately RMB1.6 billion, over 65% will be
used for the purchase of production facilities and the remaining will be used for construction
of manufacturing plants. Our increased investment in the manufacturing plants will result in an
increase in depreciation cost upon expansion of our Changzhou factory, which could adversely
affect our financial condition and results of operations.

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

Our Li Auto App, in-car technology system, and other digitalized sales, service, user
relationship, internal information and knowledge management systems depend on the
continued operation of our information technology and 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. Our data centers are also subject to
break-ins, sabotage, and intentional acts of vandalism, 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.

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 subject us to
administrative, civil, and criminal penalties, collateral consequences, remedial measures,
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,
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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, representatives, 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, representatives, consultants, agents, and
business partners could engage in improper conduct for which we may be held responsible.

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.

We may be subject to legal proceedings in the ordinary course of our business. If the
outcomes of these 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 users, 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, 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. These actions could
expose us to negative publicity and to substantial monetary damages and legal defense costs,
injunctive relief, and criminal, civil, and administrative fines and penalties.
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Certain of our directors have been named as defendants in several shareholder class action
lawsuits.

Several putative shareholder class action lawsuits have been filed against certain of our
directors. See “Directors and Senior Management—Directors—Legal proceedings involving
certain Directors” for more details. We are currently unable to estimate the potential loss, if
any, associated with the resolution of such lawsuits, if they proceed. We anticipate that we or
certain of our directors or officers may be a target for lawsuits in the future, including putative
class action lawsuits brought by our shareholders and lawsuits against our directors and
officers as a result of their position in other public companies. We cannot assure you that our
directors or officers and we will be able to prevail in their defense or reverse any unfavorable
judgment on appeal, and our directors or officers and we may decide to settle lawsuits on
unfavorable terms. Any adverse outcome of these cases, including any plaintiffs’ appeal of the
judgment in these cases, could result in payments of substantial monetary damages or fines, or
changes to our business practices, and thus materially and adversely affect our business,
financial condition, results of operation, cash flows, and reputation. In addition, we cannot
assure you that our insurance carriers will cover all or part of the defense costs, or any
liabilities that may arise from these matters. The litigation process may utilize a significant
portion of our cash resources and divert management’s attention from the day-to-day
operations of our company, all of which could harm our business. We also may be subject to
claims for indemnification related to these matters, and we cannot predict the impact that
indemnification claims may have on our business or financial performance.

Any financial or economic crisis, or perceived threat of such a crisis, including a significant
decrease in consumer confidence, may materially and adversely affect our business,
financial condition, and results of operations.

The global financial markets experienced significant disruptions in 2008 and the United
States, European and other economies went into recession. The recovery from the lows of 2008
and 2009 was uneven and the global financial markets are facing new challenges, including the
escalation of the European sovereign debt crisis since 2011, the hostilities in the Ukraine, the
end of quantitative easing by the U.S. Federal Reserve, the economic slowdown in the
Eurozone since 2014, uncertainties over the impact of Brexit, the ongoing trade disputes and
tariffs, and the impact of COVID-19 outbreak and the related economic policies taken by
various governments in the world. It is unclear whether these challenges will be contained and
what effects they each may have. There is considerable uncertainty over the long-term effects
of the expansionary monetary and fiscal policies that have been adopted by the central banks
and financial authorities of some of the world’s leading economies, including China’s.
Economic conditions in China are sensitive to global economic conditions. Recently there have
been signs that the rate of China’s economic growth is declining. Any prolonged slowdown in
China’s economic development might lead to tighter credit markets, increased market
volatility, sudden drops in business and consumer confidence and dramatic changes in business
and consumer behaviors. Sales of premium products, such as our vehicles, depend in part on
discretionary consumer spending and are even more exposed to adverse changes in general
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economic conditions. In response to their perceived uncertainty in economic conditions,
consumers might delay, reduce or cancel purchases of our vehicles and our results of operations
may be materially and adversely affected.

The current tensions in international trade and rising political tensions, particularly
between the United States and China, may adversely impact our business, financial
condition, and results of operations.

Although cross-border business may not be an area of our focus, if we plan to sell our
products internationally in the future, 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 being able to sell products
in certain countries. If any new tariffs, legislation, or regulations are implemented, or if
existing trade agreements are renegotiated, such changes could adversely affect our business,
financial condition, and results of operations. Recently there have been heightened tensions in
international economic relations, such as the one between the United States and China. The
U.S. government has recently imposed, and has recently proposed to impose additional, new,
or higher tariffs on certain products imported from China to penalize China for what it
characterizes as unfair trade practices. China has responded by imposing, and proposing to
impose additional, new, or higher tariffs on certain products imported from the United States.
Following mutual retaliatory actions for months, on January 15, 2020, the United States and
China entered into the Economic and Trade Agreement Between the United States of America
and the People’s Republic of China as a phase one trade deal, effective on February 14, 2020.

In addition, political tensions between the United States and China have escalated due to,
among other things, trade disputes, the COVID-19 outbreak, sanctions imposed by the U.S.
Department of Treasury on certain officials of the Hong Kong Special Administrative Region
and the PRC central government and the executive orders issued by former U.S. President
Donald J. Trump in August 2020 that prohibit certain transactions with certain Chinese
companies and their applications. Rising political tensions could reduce levels of trades,
investments, technological exchanges, and other economic activities between the two major
economies, which would have a material adverse effect on global economic conditions and the
stability of global financial markets. Any of these factors could have a material adverse effect
on our business, prospects, financial condition, and results of operations.

As we depend on parts and components from suppliers, some of which are overseas,
tariffs by the PRC government or any other trade tensions may affect the costs of our products.
Demand for our vehicles depends to a large extent on general, economic, political, and social
conditions in China. The current international trade tensions and political tensions between the
United States and China, and any escalation of such tensions, may have a negative impact on
such general, economic, political, and social conditions and accordingly demands for our
vehicles, adversely impacting our business, financial condition, and results of operations.
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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 the premises for manufacturing, research and development, retails 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 cost or increase 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.

RISKS RELATING TO OUR CORPORATE STRUCTURE

If the PRC government deems that our contractual arrangements with our VIEs do not
comply with PRC regulatory restrictions on foreign investment in the relevant industries, or
if these regulations or the interpretation of existing regulations change in the future, we
could be subject to severe penalties or be forced to relinquish our interests in those
operations.

Current PRC laws and regulations place certain restrictions on foreign ownership of
certain areas of businesses. For example, pursuant to the 2020 Negative List, foreign investors
are not allowed to own more than 50% of the equity interests in a value-added
telecommunication service provider (excluding e-commerce, domestic multiparty
communications, store-and-forward and call centers). In addition, foreign investors are
prohibited from investing in companies engaged in internet culture businesses (except for
music) and radio and television program production businesses.

We are a Cayman Islands company and our PRC subsidiaries are considered foreign-
invested enterprises, or FIEs. Therefore, neither we nor our FIEs are currently eligible to apply
for the required licenses for providing internet information services or other value-added
telecommunication services or conduct other businesses that foreign-owned companies are
prohibited or restricted from conducting in China. To comply with applicable PRC laws and
regulations, we conduct certain operations in China by entering into a series of contractual
arrangements with our VIEs in China and its respective shareholders. In particular, Beijing
CHIJ holds a Surveying and Mapping Qualification Certificate. Beijing CLX, a wholly-owned
subsidiary of Beijing CHJ, currently holds a Value-Added Telecommunication Business
Operating License for Internet Information Service, or the ICP License, a Value-Added
Telecommunication Business Operating License for Information Service (excluding internet
information service), an Internet Culture Business Permit, and an Operating License for the
Production and Dissemination of Radio and Television Programs. For a detailed description of
these contractual arrangements, see “Contractual Arrangements.” We conduct our operations in
China through our PRC subsidiaries and our VIEs with which we maintained these contractual
arrangements. Investors in our Class A ordinary shares or the ADSs thus are not purchasing
equity interest in our VIEs in China but instead are purchasing equity interest in a Cayman
Islands holding company with no equity ownership of our VIEs.
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In the opinion of Han Kun Law Offices, our PRC Legal Advisor, (i) the ownership
structures of our wholly-owned subsidiary Wheels Technology and our VIEs in China, both
currently and immediately after giving effect to this offering, are not in violation of any
explicit provisions of PRC laws and regulations currently in effect; and (ii) each of the
contracts among the WFOE, our VIEs, and their respective Registered Shareholders governed
by PRC laws is valid and binding. However, we have been advised by our PRC Legal Advisor
that there are substantial uncertainties regarding the interpretation and application of current
and future PRC laws, regulations, and rules, and there can be no assurance that the PRC
regulatory authorities will take a view that is consistent with the opinion of our PRC Legal
Advisor.

Our holding company in the Cayman Islands, our VIEs, and investors of our company
face uncertainty about potential future actions by the PRC government that could affect the
enforceability of the contractual arrangements with our VIEs and, consequently, the business,
financial condition, and results of operations of our VIEs and our company as a group. It is
uncertain whether any new PRC laws or regulations relating to VIE structures will be adopted
or if adopted, what they would provide. In particular, the National People’s Congress approved
the Foreign Investment Law, or the 2019 PRC Foreign Investment Law on March 15, 2019,
which came into effect on January 1, 2020. In addition, the PRC State Council approved the
Implementation Rules of Foreign Investment Law on December 26, 2019, which came into
effect on January 1, 2020. There are uncertainties as to how the 2019 PRC Foreign Investment
Law and its Implementation Rules would be further interpreted and implemented, if it would
represent a major change to the laws and regulations relating to the VIE structures. See
“—Risks Relating to Doing Business in China—Substantial uncertainties exist with respect to
the interpretation and implementation of newly enacted 2019 PRC Foreign Investment Law and
its Implementation Rules and how they may impact the viability of our current corporate
structure, corporate governance, and operations.”

If the ownership structure, contractual arrangements, and businesses of our PRC
subsidiaries or our VIEs are found to be in violation of any existing or future PRC laws or
regulations, or our PRC subsidiaries or our VIEs fail to obtain or maintain any of the required
permits or approvals, the relevant PRC regulatory authorities would have broad discretion to
take action in dealing with such violations or failures, including:

. revoking the business licenses or operating licenses of such entities;
. shutting down our servers or blocking our website or our mobile application, or
discontinuing or placing restrictions or onerous conditions on our operation through

any transactions between our PRC subsidiaries and VIEs;

. imposing fines, confiscating the income from our PRC subsidiaries or our VIEs, or
imposing other requirements with which we or our VIEs may not be able to comply;
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. requiring us to restructure our ownership structure or operations, including
terminating the contractual arrangements with our VIEs and deregistering the equity
pledge of our VIEs, which in turn would affect our ability to consolidate, derive
economic interests from, or exert effective control over our VIEs; or

. restricting or prohibiting our use of the proceeds of our the Global Offering to
finance our business and operations in China, and taking other regulatory or
enforcement actions that could be harmful to our business.

Any of these actions could cause significant disruption to our business operations and
severely damage our reputation, which would in turn materially and adversely affect our
business, financial condition and results of operations. If any of these occurrences results in our
inability to direct the activities of our VIEs that most significantly impact their economic
performance, or our failure to receive the economic benefits from our VIEs, we may not be able
to consolidate the entities in our consolidated financial statements in accordance with U.S.
GAAP.

We rely on contractual arrangements with our VIEs and their respective shareholders to
exercise control over our business, which may not be as effective as direct ownership in
providing operational control.

We have relied and expect to continue to rely on contractual arrangements with our VIEs
and their respective shareholders to conduct a portion of our operations in China. For a
description of these contractual arrangements, see “Contractual Arrangements.” The respective
shareholders of our VIEs may not act in the best interests of our company or may not perform
their obligations under these contracts. If we had direct ownership of our VIEs, we would be
able to exercise our rights as a shareholder to control our VIEs to excise rights of shareholders
to effect changes in the board of directors of our VIEs, which in turn could implement changes,
subject to any applicable fiduciary obligations, at the management and operational level.
However, under the contractual arrangements, we would rely on legal remedies under PRC
laws for breach of contract in the event that our VIEs and their respective shareholders did not
perform their obligations under the contracts. These legal remedies may not be as effective as
direct ownership in providing us with control over our VIEs.

If our VIEs or their respective shareholders fail to perform their obligations under the
contractual arrangements, we may have to incur substantial costs and expend additional
resources to enforce such arrangements, and rely on legal remedies under PRC laws, including
contractual remedies, which may not be sufficient or effective. All of the agreements under our
contractual arrangements are governed by and interpreted in accordance with PRC laws, and
disputes arising from these contractual arrangements will be resolved through arbitration in
China. However, the legal framework and system in China, in particularly those relating to
arbitration proceedings, are not as developed as in some other jurisdictions, such as Hong Kong
or the United States. As a result, uncertainties in the PRC legal system could limit our ability
to enforce these contractual arrangements. Meanwhile, there are very few precedents and little
formal guidance as to how contractual arrangements in the context of an VIE should be
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interpreted or enforced under PRC law. There remain significant uncertainties regarding the
ultimate outcome of such arbitration should legal action become necessary. In addition, under
PRC laws, rulings by arbitrators are final, parties cannot appeal the arbitration results in courts,
and if the losing parties fail to carry out the arbitration awards within a prescribed time limit,
the prevailing parties may only enforce the arbitration awards in the PRC courts through
arbitration award recognition proceedings, which would require additional expenses and delay.
If we are unable to enforce these contractual arrangements, or if we suffer significant delay or
face other obstacles in the process of enforcing these contractual arrangements, we may not be
able to exert effective control over our VIEs, and our ability to conduct our business may be
negatively affected. See “—Risks Relating to Doing Business in China—Uncertainties in the
interpretation and enforcement of PRC laws and regulations could limit the legal protections

available to you and us.”

Our ability to enforce the equity pledge agreements between us and our VIEs’ shareholders
may be subject to limitations based on PRC laws and regulations.

Pursuant to the equity interest pledge agreements between Beijing CHJ and Xindian
Information, our VIEs, their respective shareholders, and Wheels Technology, our wholly-
owned PRC subsidiary, each shareholder of Beijing CHJ and Xindian Information agrees to
pledge its equity interests in the relevant VIE to our subsidiary to secure Beijing CHJ and
Xindian Information’s performance of the relevant VIE’s obligations under the relevant
contractual arrangements. The equity interest pledge of shareholders of Beijing CHJ and
Xindian Information has been registered with the local branch of the SAMR. The equity
interest pledge agreements with our VIEs’ shareholders provide that the pledged equity interest
shall constitute continuing security for any and all of the indebtedness, obligations and
liabilities under the relevant agreements and the scope of pledge shall not be limited by the
amount of the registered capital of that VIE. However, a PRC court may take the position that
the amount listed on the equity pledge registration forms represents the full amount of the
collateral that has been registered and perfected. If this is the case, the obligations that are
supposed to be secured in the equity interest pledge agreements in excess of the amount listed
on the equity pledge registration forms could be determined by the PRC court as unsecured
debt, which typically takes last priority among creditors.

If we exercise the option to acquire equity ownership of our VIE, the ownership transfer may
subject us to certain limitations and substantial costs.

Pursuant to the Provisions on Administration of Foreign-Invested Telecommunications
Enterprises (YMi{%& Bl BB HHME), the ultimate foreign equity ownership in a value-
added telecommunications services provider cannot exceed 50%. In addition, the main foreign
investor who invests in a value-added telecommunications business in China must possess
prior experience in operating value-added telecommunications businesses and a proven track
record of business operations in such industry, or the Qualification Requirements. Currently,
none of the applicable PRC laws, regulations, or rules provides clear guidance or interpretation
on the Qualification Requirements. Although we have taken many measures to meet the

Qualification Requirements, we still face the risk of not satisfying the requirements promptly.
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If the PRC laws were revised to allow foreign investors to hold more than 50% of the equity
interests of value-added telecommunications enterprises, we might be unable to unwind the
Contractual Arrangements before we are able to comply with the Qualification Requirements,
or if we attempt to unwind the Contractual Arrangements before we are able to comply with
the Qualification Requirements, we may be ineligible to operate our value-added
telecommunication enterprises and may be forced to suspend their operations, which could
materially and adversely affect our business, financial condition, and results of operations.

Pursuant to the Contractual Arrangements, Wheels Technology or its designated person
has the exclusive right to purchase all or part of the equity interests in our consolidated VIEs
at the lower of the amount of their respective paid-in capital in the consolidated VIE and the
lowest price permitted under applicable PRC laws. Subject to relevant laws and regulations, the
shareholders of our consolidated VIEs shall return any amount of purchase price they have
received to Wheels Technology. If such a transfer takes place, the relevant tax authority may
ask Wheels Technology to pay enterprise income tax for ownership transfer income with
reference to the market value, in which case the amount of tax could be substantial.

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

The registered shareholders of Beijing CHJ and Xindian Information, our VIEs, may have
potential conflicts of interest with us. These shareholders may breach, or cause our VIEs to
breach, or refuse to renew, the existing contractual arrangements we have with them and our
VIEs, which would have a material and adverse effect on our ability to effectively control our
VIEs and receive economic benefits from them. For example, the shareholders may be able to
cause our agreements with our VIEs to be performed in a manner adverse to us by, among other
things, failing to remit payments due under the contractual arrangements to us on a timely
basis. We cannot assure you that when conflicts of interest arise, any or all of these
shareholders will act in the best interests of our company or such conflicts will be resolved in
our favor.

Currently, we do not have any arrangements to address potential conflicts of interest
between these shareholders and our company, except that we could exercise our purchase
option under the exclusive option agreements with these shareholders to request them to
transfer all of their equity interests in our VIEs to a PRC entity or individual designated by us,
to the extent permitted by PRC law. For individual shareholders who are also our directors, we
rely on them to abide by the laws of the Cayman Islands and China, which provide that
directors owe a fiduciary duty to the company that requires them to act in good faith and in
what they believe to be the best interests of the company and not to use their position for
personal gains. There is currently no specific and clear guidance under PRC laws that addresses
any conflict between PRC laws and laws of Cayman Islands in respect of any conflict relating
to corporate governance. If we cannot resolve any conflict of interest or dispute between us and
the shareholders of our VIEs, we would have to rely on legal proceedings, which could result
in disruption of our business and subject us to substantial uncertainty as to the outcome of any
such legal proceedings.
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The shareholders of our VIEs may be involved in personal disputes with third parties or
other incidents that may have an adverse effect on their respective equity interests in the
relevant VIEs and the validity or enforceability of our contractual arrangements with the
relevant entity and its shareholders. For example, in the event that any of the shareholders of
our VIEs divorces his or her spouse, the spouse may claim that the equity interest of the
relevant VIE held by such shareholder is part of their community property and should be
divided between such shareholder and his or her spouse. If such claim is supported by the court,
the relevant equity interest may be obtained by the shareholder’s spouse or another third party
who is not subject to obligations under our contractual arrangements, which could result in a
loss of the effective control over the relevant VIE by us. Similarly, if any of the equity interests
of our VIEs is inherited by a third party with whom the current contractual arrangements are
not binding, we could lose our control over the relevant VIE or have to maintain such control
by incurring unpredictable costs, which could cause significant disruption to our business and

operations and harm our financial condition and results of operations.

Our contractual arrangements with our VIEs may be subject to scrutiny by the PRC tax
authorities and they may determine that we or our VIEs owe additional taxes, which could
negatively affect our financial condition and the value of your investment.

Under applicable PRC laws and regulations, arrangements and transactions among related
parties may be subject to audit or challenge by the PRC tax authorities within ten years after
the taxable year when the transactions are conducted. The PRC enterprise income tax law
requires every enterprise in China to submit its annual enterprise income tax return together
with a report on transactions with its related parties to the relevant tax authorities. The tax
authorities may impose reasonable adjustments on taxation if they have identified any related
party transactions that are inconsistent with arm’s length principles. We may face material and
adverse tax consequences if the PRC tax authorities determine that the contractual
arrangements were not entered into on an arm’s length basis in such a way as to result in an
impermissible reduction in taxes under applicable PRC laws, rules and regulations, and adjust
the income of our VIEs in the form of a transfer pricing adjustment. A transfer pricing
adjustment could, among other things, result in a reduction of expense deductions recorded by
our VIEs for PRC tax purposes, which could in turn increase its tax liabilities without reducing
Wheels Technology’s tax expenses. In addition, if Wheels Technology requests the
shareholders of our VIEs to transfer their equity interest in our VIEs at nominal or no value
pursuant to the contractual agreements, such transfer could be viewed as a gift and subject
Wheels Technology to PRC income tax. Furthermore, the PRC tax authorities may impose late
payment fees and other penalties on our VIEs for the adjusted but unpaid taxes according to
the applicable regulations. Our financial position could be materially and adversely affected if
any of our VIEs’ tax liabilities increase or they are required to pay late payment fees and other
penalties.
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We may lose the ability to use and benefit from assets held by our VIEs that are material to
the operation of our business if either of our VIEs goes bankrupt or becomes subject to
dissolution or liquidation proceeding.

As part of our contractual arrangements with our VIEs, these entities may in the future
hold certain assets that are material to the operation of our business. If either of our VIEs goes
bankrupt and all or part of its assets become subject to liens or rights of third-party creditors,
we may be unable to continue some or all of our business activities, which could materially and
adversely affect our business, financial condition and results of operations. Under the
contractual arrangements, our VIEs may not, in any manner, sell, transfer, mortgage or dispose
of their assets or legal or beneficial interests in the business without our prior consent. If either
of our VIEs undergoes voluntary or involuntary liquidation proceeding, unrelated third-party
creditors may claim rights to some or all of these assets, thereby hindering our ability to
operate our business, which could materially and adversely affect our business, financial
condition and results of operations.

RISKS RELATING TO DOING BUSINESS IN CHINA

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

We expect that substantially all of our revenues will be derived in China and substantially
all of our operations, including all of our manufacturing, are conducted in China. Accordingly,
our results of operations, financial condition and prospects are influenced by economic,
political and legal developments in China. China’s economy differs from the economies of
most developed countries in many respects, including with respect to the amount of
government involvement, level of development, growth rate, control of foreign exchange and
allocation of resources. Although the PRC government has implemented measures emphasizing
the utilization of market forces for economic reform, the reduction of state ownership of
productive assets, and the establishment of improved corporate governance in business
enterprises, a substantial portion of productive assets in China is still owned by the
government. The PRC government also exercises significant control over China’s economic
growth through strategically allocating resources, controlling the payment of foreign currency-
denominated obligations, setting monetary policy and providing preferential treatment to
particular industries or companies. While the PRC economy has experienced significant growth
over the past decades, that growth has been uneven across different regions and between
economic sectors and may not continue, as evidenced by the slowing of the growth of the
Chinese economy since 2012. Any adverse changes in economic conditions in China, in the
policies of the Chinese government or in the laws and regulations in China could have a
material adverse effect on the overall economic growth of China. For example, COVID-19 had
a severe and negative impact on the Chinese economy in the first quarter of 2020. Whether this
will lead to a prolonged downturn in the Chinese economy is still unknown. Any prolonged
economic downturn could adversely affect our business and operating results, leading to
reduction in demand for our services and solutions and adversely affect our competitive

position.
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Uncertainties in the interpretation and enforcement of PRC laws and regulations could limit

the legal protections available to you and us.

The PRC legal system is a civil law system based on written statutes. Unlike the common
law system, prior court decisions may be cited for reference but have limited precedential
value.

Our PRC subsidiaries are FIEs and are subject to laws and regulations applicable to FIEs
as well as various Chinese laws and regulations generally applicable to companies incorporated
in China. However, since these laws and regulations are relatively new and the PRC legal
system continues to rapidly evolve, the interpretations of many laws, regulations and rules are
not always uniform and enforcement of these laws, regulations and rules involves

uncertainties.

From time to time, we may have to resort to administrative and court proceedings to
enforce our legal rights. However, since PRC administrative and court authorities have
significant discretion in interpreting and implementing statutory and contractual terms, it may
be more difficult to evaluate the outcome of administrative and court proceedings and the level
of protection we enjoy than in more developed legal systems. Furthermore, the PRC legal
system is based in part on government policies and internal rules, some of which are not
published on a timely basis or at all, and which may have a retroactive effect. As a result, we
may not be aware of our violation of any of these policies and rules until sometime after the
violation. Such uncertainties, including uncertainty over the scope and effect of our
contractual, property (including intellectual property) and procedural rights, and any failure to
respond to changes in the regulatory environment in China could materially and adversely
affect our business and impede our ability to continue our operations.

Substantial uncertainties exist with respect to the interpretation and implementation of
newly enacted 2019 PRC Foreign Investment Law and its Implementation Rules and how
they may impact the viability of our current corporate structure, corporate governance, and
operations.

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 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 an expected PRC regulatory trend to
rationalize its foreign investment regulatory regime in line with prevailing international
practice and the legislative efforts to unify the corporate legal requirements for both foreign
and domestic investments. However, since the 2019 PRC Foreign Investment Law is relatively
new, substantial uncertainties exist with respect to its interpretation and implementation.
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The VIE structure has been adopted by many PRC-based companies, including us, to
obtain necessary licenses and permits in the industries that are currently subject to foreign
investment restrictions in China. See “—Risks Relating to Our Corporate Structure.” Under the
2019 PRC Foreign Investment Law, “foreign investment” refers to the investment activities
directly or indirectly conducted by foreign individuals, enterprises or other entities in China.
Although it does not explicitly classify contractual arrangements as a form of foreign
investment, there is no assurance that foreign investment via contractual arrangement would
not be interpreted as a type of indirect foreign investment activities in the future. In addition,
the definition contains a catch-all provision providing that investments made by foreign
investors through other methods specified in laws or administrative regulations or other
methods prescribed by the State Council, which leaves leeway for future laws, administrative
regulations or provisions promulgated by the Stale Council to provide for contractual
arrangements as a method of foreign investment. Given the foregoing, it is uncertain whether
our contractual arrangements will be deemed to be in violation of the market entry clearance
requirements for foreign investment under the PRC laws and regulations.

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. An FIE would not be allowed to make investments in prohibited industries in the
“negative list,” while the FIE must satisfy certain conditions stipulated in the “negative list”
for investment in restricted industries. It 1is uncertain whether the value-added
telecommunication service industry, in which our VIEs and their subsidiaries operate, will be
subject to the foreign investment restrictions or prohibitions set forth in the “negative list” to
be issued in the future, although it is subject to the foreign investment restrictions set forth in
the currently effective negative list. Moreover, the 2019 PRC Foreign Investment Law does not
indicate what actions must be taken by existing companies with a VIE structure to obtain the
market entry clearance if such structure would be deemed as a method of foreign investment.
If our VIE structure would be deemed as a method of foreign investment, and any of our
business operation would fall in the “negative list,” and if the interpretation and
implementation of the 2019 PRC Foreign Investment Law and the final “negative list” mandate
further actions, such as market entry clearance granted by the Ministry of Commerce, to be
completed by companies with an existing VIE structure like us, we face uncertainties as to
whether such clearance can be timely obtained, or at all. There are uncertainties as to how the
2019 PRC Foreign Investment Law would be further interpreted and implemented. We cannot
assure you that the interpretation and implementation of the 2019 PRC Foreign Investment Law
made by the relevant governmental authorities in the future will not materially impact the
viability of our current corporate structure, corporate governance and business operations in
any aspect.
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We may be adversely affected by the complexity, uncertainties and changes in PRC
regulations on automotive as well as internet-related businesses and companies.

We operate in highly regulated industries. In particular, our vehicle manufacturing is
subject to extensive regulations in China. See ‘“Regulations—Regulations and Approvals
Covering the Manufacturing of Battery Electric Passenger Vehicles,” “Regulations—
Regulations on Compulsory Product Certification,” “Regulations—Regulations on Automobile
Sales,” and “Regulations—Regulations on the Recall of Defective Automobiles.” Several PRC
regulatory authorities, such as 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;

o 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 in January 2017 and amended in July 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. 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
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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 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. For example,
although the Provisions on Administration of Investment in Automotive Industry promulgated
by the NDRC on December 10, 2018 has categorized our vehicles as electric vehicles, it
remains unclear when our vehicles would be deemed as electric vehicles that exempt from the
license plate lottery system for ICE vehicles in Beijing by the local authorities. In addition, on
November 25, 2020, the SAMR issued a circular to regulate the recall of defective automobiles
with over-the-air, or OTA, technology. The circular provides that automakers that provide
technical services through OTA are required to complete filing with the SAMR and those who
have provided such services through OTA must complete such filing before December 31,
2020. We cannot assure you that we have satisfied or will continue to satisfy all of the laws,
rules, and regulations in the timely manner or at all.

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 “Regulations—Regulations
on Foreign Investment in China” and “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.

We do not directly conduct such business due to the restrictions on foreign investment in
businesses providing value-added telecommunications services in China and we rely on
contractual arrangements with our VIEs to operate value-added telecommunications services.
Beijing CLX currently holds an ICP License and a Value-Added Telecommunication Business
Operating License for information service (excluding internet information service). Our VIEs
may be required to obtain additional licenses or permits for certain services carried out by us
through our mobile application or to update our exiting licenses or permits. Failure to obtain
or update such license may significantly disrupt our business, subject us to sanctions,
compromise enforceability of related contractual arrangements, or have other adverse impacts

on us.
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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.

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 PRC regulations 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 reaches 50% of its registered capital. As of the Latest Practicable Date, our VIEs had not
made appropriations to statutory reserves as our PRC subsidiaries and our VIEs reported
accumulated loss. For a detailed discussion of applicable PRC regulations governing
distribution of dividends, see ‘“Regulations—Regulations on Dividend Distribution.”
Additionally, if our PRC subsidiaries incur debt on their own behalf in the future, the
instruments governing their debt may restrict their ability to pay dividends or make other
distributions to us. Furthermore, the PRC tax authorities may require our subsidiaries to adjust
their taxable income under the contractual arrangements they currently have in place with our
VIEs in a manner that would materially and adversely affect their ability to pay dividends and
other distributions to us. See “—Risks Relating to Our Corporate Structure—Our contractual
arrangements with our VIEs may be subject to scrutiny by the PRC tax authorities and they
may determine that we or our VIEs owe additional taxes, which could negatively affect our
financial condition and the value of your investment.”

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 or ADS holders.”

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 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 our users, our profitability
and results of operations may be materially and adversely affected.

- 99



RISK FACTORS

In addition, we have been subject to stricter regulatory requirements in terms of entering
into labor contracts with our employees 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 stricter 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.

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 or government investigations. 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 social insurance payments and contribute to the
housing provident funds. If we are deemed to have violated relevant labor laws and regulations,
we could be required to provide additional compensation to our employees and our business,
financial condition and results of operations will 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 management based on foreign
laws.

We are an exempted company incorporated under the laws of the Cayman Islands, while
we conduct substantially all of our operations in China, and substantially all of our assets are
located in China. In addition, all our senior executive officers reside within China for a
significant portion of the time and all our senior executive officers are PRC nationals. As a
result, it may be difficult for our shareholders to effect service of process upon us or those
persons inside China. In addition, 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 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.

It may be difficult for overseas regulators to conduct investigation or collect evidence within
China.

Shareholder claims or regulatory investigation that are common in the United States
generally are difficult to pursue as a matter of law or practicality in China. For example, in
China, there are significant legal and other obstacles to providing information needed for
regulatory investigations or litigations initiated outside China. Although the authorities in
China may establish a regulatory cooperation mechanism with the securities regulatory

authorities of another country or region to implement cross-border supervision and
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administration, such cooperation with the securities regulatory authorities in the Unities States
may not be efficient in the absence of mutual and practical cooperation mechanism.
Furthermore, according to Article 177 of the PRC Securities Law, which became effective in
March 2020, no overseas securities regulator is allowed to directly conduct investigation or
evidence collection activities within the PRC territory. While detailed interpretation of or
implementation rules under Article 177 have yet to be promulgated, the inability for an
overseas securities regulator to directly conduct investigation or evidence collection activities
within China may further increase the difficulties you face in protecting your interests. See also
“—Risks Relating to Our Shares and ADSs—You may face difficulties in protecting your
interests, and your ability to protect your rights through Hong Kong or U.S. courts may be
limited, because we are incorporated under Cayman Islands law” for risks associated with
investing in us as a Cayman Islands company.

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

The conversion of Renminbi into foreign currencies, including Hong Kong dollars and the
U.S. dollars, is based on rates set by the People’s Bank of China. The Renminbi has fluctuated
against Hong Kong dollars and the U.S. dollars, at times significantly and unpredictably. The
value of Renminbi against Hong Kong dollars, the U.S. dollars 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 Renminbi will not appreciate or
depreciate significantly in value against Hong Kong dollars and the U.S. dollars in the future.
It is difficult to predict how market forces or PRC or U.S. government policy may impact the
exchange rate between Renminbi and the U.S. dollars 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 Renminbi may
materially and adversely affect our revenues, earnings and financial position, and the value of,
and any dividends payable on, our Class A ordinary shares or ADSs in foreign currency. For
example, to the extent that we need to convert Hong Kong dollars we receive from the Global
Offering into Renminbi to pay our operating expenses, appreciation of Renminbi against the
U.S. dollars would have an adverse effect on the Renminbi amount we would receive from the
conversion. Conversely, a significant depreciation of Renminbi against Hong Kong dollars and
the U.S. dollars may significantly reduce Hong Kong dollars and the U.S. dollars equivalent
of our earnings, which in turn could adversely affect the price of our Class A ordinary shares
or ADSs.

Very limited hedging options are available in China to reduce our exposure to exchange
rate fluctuations. We enter into hedging transactions in an effort to reduce our exposure to
foreign currency exchange risk when we deem appropriate. While we may decide to enter into
further 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,
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our currency exchange losses may be magnified by PRC exchange control regulations that
restrict our ability to convert Renminbi into foreign currency. As a result, fluctuations in

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

PRC regulation of loans to and direct investment in PRC entities by offshore holding
companies may delay or prevent us from using the proceeds of the Global Offering to make
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.

Under PRC laws and regulations, we are permitted to utilize the proceeds from the Global
Offering 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. For more details, see “Regulations—Regulations on
Foreign Exchange.” These PRC laws and regulations may significantly limit our ability to use
Renminbi converted from the net proceeds of the Global Offering 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, or to establish new VIEs in China. Moreover, we cannot assure
you that we will be able to complete the necessary registrations or filings, or obtain the
necessary government approvals on a timely basis, if at all, with respect to future loans to our
PRC subsidiaries or future capital contributions by us to our PRC subsidiaries. If we fail to
complete such registrations or filings, or obtain such approvals, our ability to use the proceeds
we received or expect to receive from the Global Offering and to capitalize or otherwise fund
our PRC operations may be negatively affected, which could materially and adversely affect

our liquidity and our ability to fund and expand our business.

On December 26, 2017, the NDRC issued the Management Rules for Overseas Investment
by Enterprises, or Order 11. On January 31, 2018, the Catalog on Overseas Investment in
Sensitive Industries (2018 Edition), or the Sensitive Industries List was promulgated. Overseas
investment governed by Order 11 refers to the investment activities conducted by an enterprise
located in the territory of China either directly or via an overseas enterprise under its control
through making investment with assets and equities or providing financing or guarantees in
order to obtain overseas ownership, control, management rights and other related interests, and
overseas investment by a PRC individual through overseas enterprises under his/her control is
also subject to Order 11. According to Order 11, before being conducted, any overseas
investment in a sensitive industry or any direct investment by a Chinese enterprise in a
non-sensitive industry but with an investment amount over US$300 million requires approval
from, or filing with, the NDRC respectively, and for those non-sensitive investments indirectly
by Chinese investors (including PRC individuals) with investment amount over US$300
million need to be reported. However, uncertainties remain with respect to the interpretation
and application of Order 11, we are not sure whether our using of proceeds will be subject to
Order 11. If we fail to obtain the approval, complete the filing or report our overseas
investment with our proceeds (as the case may be) in a timely manner provided that Order 11
is applicable, we may be forced to suspend or cease our investment, or be subject to penalties
or other liabilities, which could materially and adversely affect our business, financial
condition and prospects.
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Governmental control of currency conversion may limit our ability to utilize our revenues
effectively and affect the value of your investment.

The PRC government imposes controls on the convertibility of Renminbi into foreign
currencies and, in certain cases, the remittance of currency out of China. Under existing PRC
foreign exchange regulations, 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 Renminbi is to be converted into
foreign currency and remitted out of China to pay capital expenses such as the repayment of
loans denominated in foreign currencies. As a result, we need to obtain SAFE approval to use
cash generated from the operations of our PRC subsidiaries and our VIEs to pay off their
respective debt in a currency other than Renminbi owned to entities outside China, or to make
other capital expenditure payments outside China in a currency other than Renminbi. See
“Regulations—Regulations on Foreign Exchange.” Any failure to comply with applicable
foreign exchange regulations may subject us to administrative fines or, if serious, criminal
penalties, which could materially and adversely affect the value of your investment.

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 substantially all 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 shareholders, including holders of our Class A ordinary
shares or ADSs.

PRC regulations 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
PRC law.

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 “Regulations—Regulations on Foreign Exchange—Offshore Investment.”

If our shareholders 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
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we may be restricted in our ability to contribute additional capital to our PRC subsidiaries.
Moreover, failure to comply with SAFE registration requirements could result in liability under

PRC laws 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 of the date of this document, our founder,
Mr. Li Xiang, and ten other PRC residents known to us that currently hold direct or indirect
ownership interests in our company have completed the required initial registrations with
SAFE. Mr. Li Xiang and other officers or directors are planning to update the registrations with
respect to the capital of their respective offshore holding vehicles. As a result, we cannot assure
you that all of our shareholders or beneficial owners that are PRC residents, including the
beneficiaries of certain trusts directly or indirectly holding interests in our company, have
complied with, and will in the future make, obtain, or update any applicable registrations or
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.

China’s M&A Rules and certain other PRC 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 PRC laws and regulations 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
Regulations on Mergers and Acquisitions of Domestic Enterprises by Foreign Investors, or the
M&A Rules, adopted by six PRC regulatory agencies in 2006 and amended in 2009, and 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. 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, the Anti-Monopoly
Law requires that the anti-monopoly enforcement agency be notified in advance of any
concentration of undertaking if certain thresholds are triggered. On February 7, 2021, the
Anti-Monopoly Committee of the State Council published the Anti-Monopoly Guidelines for
the Internet Platform Economy Sector, which stipulates that any concentration of undertakings
involving variable interest entities is subject to 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 the Ministry of Commerce, and prohibit any attempt to bypass

a security review, including by structuring the transaction through a proxy or contractual
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control arrangement. On December 19, 2020, the NDRC and the Ministry of Commerce jointly
issued the Measures for the Security Review for Foreign Investment, which took effect on
January 18, 2021. These measures set forth the provisions concerning the security review
mechanism on foreign investment, including, among others, the types of investments subject
to review, and the review scopes and procedures. 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 approval from the Ministry of Commerce and 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.

Any failure to comply with PRC regulations 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 “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 as we are publicly listed
in the United States. We are in the process of registration with the local counterparts of SAFE
for our PRC resident employees who participate in our share incentive plans as required under
the relevant rules. 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 PRC law.

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

The M&A Rules requires an overseas special purpose vehicle formed for listing purposes
through acquisitions of PRC domestic companies and controlled by PRC persons or entities to
obtain the approval of the CSRC prior to the listing and trading of such special purpose
vehicle’s securities on an overseas stock exchange. The interpretation and application of the
regulations remain unclear, and this offering may ultimately require approval of the CSRC. If
the CSRC approval is required, it is uncertain whether we can or how long it will take us to
obtain the approval and, even if we obtain such CSRC approval, such CSRC approval could be
rescinded. Any failure to obtain or delay in obtaining the CSRC approval for this offering, or
a rescission of such CSRC approval if obtained by us, would 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.
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Our PRC Legal Advisor has advised us that, based on its understanding of the current
PRC laws and regulations, we will not be required to submit an application to the CSRC for
the approval of the listing and trading of our Class A ordinary shares because (i) the CSRC
currently has not issued any definitive rule or interpretation concerning whether offerings like
ours under this prospectus are subject to this regulation, (ii) our wholly-owned PRC
subsidiaries were not established through a merger or requisition of the equity or assets of a
“PRC domestic company” as such term is defined under the M&A Rules, and (iii) no provision
in this regulation clearly classifies contractual arrangements as a type of transaction subject to
its regulation. However, we cannot assure you that relevant PRC government authorities,
including the CSRC, would reach the same conclusion as our PRC Legal Advisor. If it is
determined that the CSRC approval is required for this offering, we may face regulatory
actions or other sanctions from the CSRC or other PRC regulatory authorities. Recently, the
relevant PRC government authorities issued Opinions on Strictly Cracking Down Illegal
Securities Activities in Accordance with the Law. These opinions emphasized the need to
strengthen the administration over illegal securities activities and the supervision on overseas
listings by China-based companies and proposed to take effective measures, such as promoting
the construction of relevant regulatory systems to deal with the risks and incidents faced by
China-based overseas-listed companies. As these opinions are recently issued, official
guidance and related implementation rules have not been issued yet and the interpretation of
these opinions remains unclear at this stage. We cannot assure you that any new rules or
regulations promulgated in the future will not impose additional requirements on us. If it is
determined in the future that approval from the CSRC or other regulatory authorities or other
procedures are required for this offering, it is uncertain whether we can or how long it will take
us to obtain such approval or complete such procedures and any such approval or completion
could be rescinded. Any failure to obtain or delay in obtaining such approval or completing
such procedures for this offering, or a rescission of any such approval if obtained by us, would
subject us to sanctions by the CSRC or other PRC regulatory authorities for failure to seek
CSRC approval or other government authorization for this offering. These regulatory
authorities may impose fines and penalties on our operations in China, limit our ability to pay
dividends outside of China, limit our operating privileges in China, delay or restrict the
repatriation of the proceeds from this offering into China or take other actions that could
materially and adversely affect our business, financial condition, results of operations, and
prospects, as well as the trading price of our shares. The CSRC or other PRC regulatory
authorities also may take actions requiring us, or making it advisable for us, to halt this offering
before settlement and delivery of the shares offered hereby. Consequently, if you engage in
market trading or other activities in anticipation of and prior to settlement and delivery, you
do so at the risk that settlement and delivery may not occur. In addition, if the CSRC or other
regulatory authorities later promulgate new rules or explanations requiring that we obtain their
approvals or accomplish the required filing or other regulatory procedures for this offering, we
may be unable to obtain a waiver of such approval requirements, if and when procedures are
established to obtain such a waiver. Any uncertainties or negative publicity regarding such
approval requirement could materially and adversely affect our business, prospects, financial
condition, reputation, and the trading price of the shares.
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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 currently benefit from a number of preferential tax treatments. For
example, Beijing CHJ, is entitled to enjoy, after completing certain application formalities, a
15% preferential enterprise income tax from 2019 as it has been qualified as a “High New
Technology Enterprise” under the PRC Enterprise Income Tax Law and related regulations.
The discontinuation of any of the preferential income tax treatment that we currently enjoy
could have a material and adverse effect on our result of operations and financial condition. We
cannot assure you that we will be able to maintain or lower our current effective tax rate in the

future.

In addition, our PRC subsidiaries have received various financial subsidies from PRC
local government authorities. 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. The discontinuation 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 or ADS holders.

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 resource

matters are made or are subject to approval by organizations or personnel in China; (iii) the
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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, gains realized on the sale or other disposition of
our Class A ordinary shares or ADSs may be subject to PRC tax, at a rate of 10% in the case
of non-PRC enterprises or 20% in the case of non-PRC individuals (in each case, subject to the
provisions of any applicable tax treaty), if such gains are deemed to be from PRC sources. It
is unclear whether non-PRC shareholders of our company 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. Any such tax may reduce the returns on your investment
in the Class A ordinary shares or ADSs.

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 the 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 Tax Treaties, which became effective in August 2015, 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. In addition, based on the
Notice on Issues concerning Beneficial Owner in Tax Treaties, or Circular 9, issued on
February 3, 2018 by the SAT, which became effective from April 1, 2018, when determining
the applicant’s status of the “beneficial owner” regarding tax treatments in connection with
dividends, interests or royalties in the tax treaties, several factors, including without limitation,
whether the applicant is obligated to pay more than 50% of the applicant’s income in twelve
months to residents in 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 tax exemption on relevant incomes or levy tax at an
extremely low rate, will be taken into account, and it will be analyzed according to the actual
circumstances of the specific cases. There are also other conditions for enjoying the reduced
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withholding tax rate according to other relevant tax rules and regulations. See “Financial
Information—Taxation—China.” As of March 31, 2021, most of our subsidiaries and VIEs
located in China reported accumulated loss and therefore they had no retained earnings for
offshore distribution. 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 Public Notice Regarding Certain Enterprise Income
Tax Matters on Indirect Transfer of Properties by Non-Resident Enterprises, or SAT Public
Notice 7. SAT Public Notice 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 Public Notice 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 Public Notice 7 also 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 nonresident
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 the Announcement of the State Administration of Taxation
on Issues Concerning the Withholding of Non-resident Enterprise Income Tax at Source, or
SAT Bulletin 37, which came into effect on December 1, 2017.

The SAT Bulletin 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-resident enterprises with respect to a filing or the transferees with respect
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to withholding obligation, and request our PRC subsidiaries to assist in the filing. As a result,
we and non-resident enterprises in such transactions may become at risk of being subject to
filing obligations or being taxed under SAT Public Notice 7 and SAT Bulletin 37, and may be
required to expend valuable resources to comply with them or to establish that we and our
non-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 responsibilities, or
misappropriate or misuse these assets, our business and operations could be materially and
adversely affected.

Under PRC laws, 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, our VIEs, and their subsidiaries have the
apparent authority to enter into contracts on behalf of such entities without chops and bind such
entities. All designated legal representatives of our PRC subsidiaries, our VIEs, and their
subsidiaries are members of our senior management team who have signed employment
agreements with us or our PRC subsidiaries, our VIEs, and their subsidiaries under which they
agree to abide by various duties they owe to us. 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, our VIEs, and their 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 obtains
control of the chops in an effort to obtain control over any of our PRC subsidiaries, our VIEs,
or their subsidiaries, we or our PRC subsidiaries, our VIEs, and their 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 representative
and acts in good faith.
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Our leased property interest may be defective and our right to lease the properties affected
by such defects challenged, which could cause significant disruption to our business.

Under PRC laws, all lease agreements are required to be registered with the local housing
authorities. We presently lease several premises in China, some of which the landlords have not
completed the registration of their ownership rights or the registration of our leases with the
relevant authorities. Failure to complete these 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 or
authorization documents 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. 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. 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.

Our ADSs may be delisted under the Holding Foreign Companies Accountable Act if the
PCAOB is unable to inspect auditors who are located in China. The delisting of our ADSs,
or the threat of their being delisted, may materially and adversely affect the value of your
investment. Additionally, the inability of the PCAOB to conduct inspections deprives our
investors with the benefits of such inspections.

The Holding Foreign Companies Accountable Act, or the HFCA Act, was enacted on
December 18, 2020. According to the HFCA Act, if the SEC determines that we have filed audit
reports issued by a registered public accounting firm that has not been subject to inspection by
the PCAOB for three consecutive years beginning in 2021, the SEC will prohibit our shares or
ADSs from being traded on a national securities exchange or in the over-the-counter trading
market in the United States.

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 United States and a firm registered with the PCAOB, is subject to laws in the United States
pursuant to which the PCAOB conducts regular inspections to assess its compliance with the
applicable professional standards. Since our auditor is located in China, a jurisdiction where
the PCAOB has been unable to conduct inspections without the approval of the PRC
authorities, our auditor is currently not inspected by the PCAOB.
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On March 24, 2021, the SEC adopted interim final rules relating to the implementation
of certain disclosure and documentation requirements of the HFCA Act. We will be required
to comply with these rules if the SEC identifies us as having a “non-inspection” year under a
process to be subsequently established by the SEC. The SEC is assessing how to implement
other requirements of the HFCA Act, including the listing and trading prohibition requirements
described above.

The SEC may propose additional regulatory or legislative requirements or guidance that
could impact us if our auditor is not subject to PCAOB inspection. For example, on August 6,
2020, the President’s Working Group on Financial Markets, or the PWG, issued the Report on
Protecting United States Investors from Significant Risks from Chinese Companies to the then
President of the United States. This report recommended the SEC implement five
recommendations to address companies from jurisdictions that do not provide the PCAOB with
sufficient access to fulfill its statutory mandate. Some of the concepts of these
recommendations were implemented with the enactment of the HFCA Act. However, some of
the recommendations were more stringent than the HFCA Act. For example, if a company was
not subject to PCAOB inspection, the report recommended that the transition period before a
company would be delisted would end on January 1, 2022.

The SEC has announced that the SEC staff is preparing a consolidated proposal for the
rules regarding the implementation of the HFCA Act and to address the recommendations in
the PWG report. It is unclear when the SEC will complete its rulemaking and when such rules
will become effective and what, if any, of the PWG recommendations will be adopted. The
implications of this possible regulation in addition the requirements of the HFCA Act are
uncertain. Such uncertainty could cause the market price of our ADSs to be materially and
adversely affected, and our securities could be delisted or prohibited from being traded
“over-the-counter” earlier than would be required by the HFCA Act. If our securities are unable
to be listed on another securities exchange by then, such a delisting would substantially impair
your ability to sell or purchase our ADSs when you wish to do so, and the risk and uncertainty
associated with a potential delisting would have a negative impact on the price of our ADSs.

The PCAOB’s inability to conduct inspections in China prevents it from fully evaluating
the audits and quality control procedures of our independent registered public accounting firm.
As a result, we and investors in our ordinary shares or ADSs are deprived of the benefits of
such PCAOB inspections. The inability of the PCAOB to conduct inspections of auditors in
China makes 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, which could cause investors and
potential investors in our stock to lose confidence in our audit procedures and reported
financial information and the quality of our financial statements.

In May 2013, the PCAOB announced that it had entered into a Memorandum of
Understanding on Enforcement Cooperation with the CSRC and the PRC Ministry of Finance,
which establishes a cooperative framework between the parties for the production and
exchange of audit documents relevant to investigations undertaken by the PCAOB in China or
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by the CSRC or the PRC Ministry of Finance in the United States. The PCAOB continues to
be in discussions with the CSRC and the PRC Ministry of Finance to permit joint inspections
in China of audit firms that are registered with the PCAOB and audit Chinese companies that
trade on U.S. exchanges.

Proceedings instituted by the SEC against the “big four” PRC-based accounting firms,
including our independent registered public accounting firm, could result in financial
statements being determined to not be in compliance with the requirements of the Exchange
Act.

In late 2012, the SEC commenced administrative proceedings under Rule 102(e) of its
Rules of Practice and also under the Sarbanes-Oxley Act of 2002 against the “big four”
PRC-based accounting firms (including our auditors). The Rule 102(e) proceedings initiated by
the SEC relate to these firms’ inability to produce documents, including audit work papers, in
response to the request of the SEC pursuant to Section 106 of the Sarbanes-Oxley Act of 2002,
as the auditors located in China are not in a position lawfully to produce documents directly
to the SEC because of restrictions under PRC laws and specific directives issued by the China
Securities Regulatory Commission, or the CSRC. The issues raised by the proceedings are not
specific to our auditors or to us, but affect equally all audit firms based in China and all
China-based businesses with securities listed in the United States.

In January 2014, the administrative judge reached an initial decision that each of these
firms should be barred from practicing before the SEC for six months. Thereafter, the
accounting firms filed a petition for review of the initial decision, prompting the SEC
commissioners to review the initial decision, determine whether there had been any violation
and, if so, determine the appropriate remedy to be placed on these audit firms.

In February 2015, “big four” PRC-based accounting firms (including our auditors) each
agreed to censure and pay a fine to the SEC to settle the dispute and avoid suspension of their
ability to practice before the SEC and audit U.S. listed companies. The settlement requires the
firms to follow detailed procedures and to seek to provide the SEC with access to the Chinese
firms’ audit documents via the CSRC. Under the terms of the settlement, the underlying
proceeding against the four China-based accounting firms was deemed dismissed with
prejudice four years after entry of the settlement. The four-year mark occurred on February 6,
2019.

While we cannot predict if the SEC will further challenge the four China-based
accounting firms’ compliance with U.S. law in connection with U.S. regulatory requests for
audit work papers or if the results of such a challenge would result in the SEC imposing
penalties such as suspensions, if the accounting firms are subject to additional remedial
measures, our ability to file our financial statements in compliance with SEC requirements
could be impacted. A determination that we have not timely filed financial statements in

compliance with the SEC requirements could ultimately lead to the delisting of our Class A

- 113 -



RISK FACTORS

ordinary shares from the exchange or the termination of the registration of our Class A ordinary
shares under the Exchange Act, or both, which would substantially reduce or effectively
terminate the trading of our Class A ordinary shares in the United States.

In the event that the SEC restarts the administrative proceedings, depending upon the
final outcome, listed companies in the United States with major PRC operations may find it
difficult or impossible to retain auditors in respect of their operations in China, which could
result in financial statements being determined to not be in compliance with the requirements
of the Exchange Act, and could result in delisting. Moreover, any negative news about the
proceedings against these audit firms may cause investor uncertainty regarding China-based,
United States-listed companies and the market price of our shares may be adversely affected.
If our independent registered public accounting firm was denied, temporarily, the ability to
practice before the SEC and we were unable to timely find another registered public accounting
firm to audit and issue an opinion on our financial statements, our financial statements could
be determined to not be in compliance with the requirements of the Exchange Act.

RISKS RELATING TO OUR SHARES AND ADSS

The trading price of our ADSs has been and may be, and the trading price of our Class A
ordinary shares can be, volatile, which could result in substantial losses to investors.

The trading price of our ADSs has been volatile since our ADSs started to trade on the
Nasdaq Global Select market, and could fluctuate widely due to factors beyond our control.
The trading price of our Class A ordinary shares, likewise, can be volatile for similar or
different reasons. This may happen because of broad market and industry factors, like the
performance and fluctuation of the market prices of other companies with business operations
located mainly in China that have listed their securities in Hong Kong or the United States. The
securities of some of these companies have experienced significant volatility, including price
declines in connection with their public offerings. The trading performances of these Chinese
companies’ securities after their offerings may affect the attitudes of investors toward Chinese
companies listed in Hong Kong or the United States in general and consequently may impact
the trading performance of our Class A ordinary shares or ADSs, regardless of our actual
operating performance.

In addition to market and industry factors, the price and trading volume for our Class A
ordinary shares or ADSs may be highly volatile for factors specific to our own operations,
including the following:

. variations in our revenues, earnings and cash flow;

. announcements of new investments, acquisitions, strategic partnerships or joint

ventures by us or our competitors;

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

~ 114 -



RISK FACTORS

. changes in financial estimates by securities analysts;

. detrimental adverse publicity about us, our services or our industry;

. additions or departures of key personnel;

. release of lock-up or other transfer restrictions on our outstanding equity securities
or sales of additional equity securities;

. actual or potential litigation or regulatory investigations; and

. regulatory developments affecting us, our users, suppliers, or our industry.

Any of these factors may result in large and sudden changes in the volume and price at
which our Class A ordinary shares or ADSs will trade.

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

Our dual-class voting structure will limit your ability to influence corporate matters and
could discourage others from pursuing any change of control transactions that holders of
our Class A ordinary shares or ADSs may view as beneficial.

Pursuant to our existing Articles, our authorized and issued ordinary shares consist of
Class A ordinary shares and Class B ordinary shares (with certain shares remaining
undesignated, with power for our directors to designate and issue such classes of shares as they
think fit). In respect of matters requiring the votes of shareholders, holders of Class A ordinary
shares and Class B ordinary shares vote together as a single class except as may otherwise be
required by law, and holders of Class A ordinary shares will be entitled to one vote per share
while holders of Class B ordinary shares will be entitled to ten votes per share. Each Class B
ordinary share is convertible into one Class A ordinary share at any time by the holder thereof,
while Class A ordinary shares are not convertible into Class B ordinary shares under any
circumstances. Upon (i) any direct or indirect sale, transfer, assignment, or disposition of Class
B ordinary shares by a holder thereof to any person or entity that is not an affiliate of Mr. Li
Xiang, or (ii) the direct or indirect sale, transfer, assignment, or disposition of a majority of the
issued and outstanding voting securities of, or the direct or indirect transfer or assignment of
the voting power attached to such voting securities through voting proxy or otherwise, or the
direct or indirect sale, transfer, assignment, or disposition of all or substantially all of the assets
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of, a holder of Class B ordinary shares that is an entity to any person that is not an affiliate of
Mr. Li Xiang, such Class B ordinary shares are automatically and immediately converted into
an equal number of Class A ordinary shares.

Immediately following the completion of the Global Offering, Mr. Li Xiang, our chairman
and chief executive officer, beneficially owned 355,812,080 Class B ordinary shares and
108,557,400 CEO Award Shares (which are Class A Ordinary Shares with one vote per share),
representing 69.59% of the aggregate voting power of our total issued and outstanding ordinary
shares assuming none of the performance-based conditions is met and no award premium is
paid in respect of all CEO Award Shares and without taking into account the voting rights
attached to the 32,957,578 Class A Ordinary Shares (as of the Latest Practicable Date) issued
to the Depositary for bulk issuance of ADSs reserved for future issuances upon the exercise or
vesting of awards granted under the Share Incentive Plans, due to the disparate voting powers
associated with our dual-class voting structure. See “Substantial Shareholders” and
“Relationship with the Controlling Shareholders—Controlling Shareholders.” Mr. Li will
continue to have considerable influence over matters requiring shareholder approval, such as
electing directors and approving material mergers, acquisitions, or other business combination
transactions. This concentration of ownership may discourage, delay, or prevent a change of
control of our company, which could have the effect of depriving our other shareholders of the
opportunity to receive a premium for their shares as part of a sale of our company and may
reduce the price of our Class A ordinary shares or ADSs. This concentrated control will limit
your ability to influence corporate matters and could discourage others from pursuing any
potential merger, takeover, or other change of control transactions that holders of Class A
ordinary shares or ADSs may view as beneficial.

Certain principal shareholders have substantial influence over our key corporate matters
and will continue to have such influence following the Global Offering.

Certain principal shareholders of our company have certain special rights with respect to
our key corporate matters, in addition to voting power based on beneficial ownership in our
company. Pursuant to our fourth amended and restated memorandum and articles of
association, Amp Lee Ltd., an entity beneficially owned by Mr. Li Xiang, our chairman and
chief executive officer, is entitled to appoint, remove, and replace at least one director as well
as to appoint the chairman of the Board, subject to certain conditions. Pursuant to an investor
rights agreement dated July 9, 2020 with Inspired Elite Investments Limited, our shareholder
and a wholly owned subsidiary of Meituan, Inspired Elite Investments Limited and certain
related entities are entitled to a series of special rights, including the right to appoint, remove,
and replace one director, certain consent rights, and right of first refusal on change of control.
These special rights enable these principal shareholders to have substantial influence over
our key corporate matters and could discourage others from pursuing any change of
control transaction that holders of our Class A ordinary shares or ADSs may view as
beneficial. The Company will put forth a resolution at the First GM to remove from its
Articles the aforementioned special right of Amp Lee Ltd. and will, prior to the Listing,
irrevocably undertake to the Stock Exchange to treat such special rights as terminated upon
the Listing and before the existing Articles are formally amended. See “Waivers and
Exemptions—Requirements relating to the Articles of Association of the Company”. The
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special rights, except the right of first refusal on change of control, of Inspired Elite
Investments Limited and certain related entities will be automatically terminated upon the
Listing. See “History, Reorganization and Corporate Structure—Investor Rights Agreement.”

Our dual-class voting structure may render the ADSs representing our Class A ordinary
shares ineligible for inclusion in certain stock market indices, and thus adversely affect the
trading price and liquidity of the ADSs.

Certain index providers have announced restrictions on including companies with
multi-class share structures in certain of their indices. For example, S&P Dow Jones and FTSE
Russell have changed their eligibility criteria for inclusion of shares of public companies on
certain indices, including the S&P 500, to exclude companies with multiple classes of shares
and companies whose public shareholders hold no more than 5% of total voting power from
being added to such indices. As a result, our dual-class voting structure may prevent the
inclusion of the ADSs representing our Class A ordinary shares in such indices, which could
adversely affect the trading price and liquidity of the ADSs representing our Class A ordinary
shares.

If securities or industry analysts do not publish research or reports about our business, or
if they adversely change their recommendations regarding our Class A ordinary shares or
ADSs, the market price for our Class A ordinary shares or ADSs and trading volume could
decline.

The trading market for our Class A ordinary shares or ADSs will be influenced by
research or reports that industry or securities analysts publish about our business. If one or
more analysts who cover us downgrade our Class A ordinary shares or ADSs, the market price
for our Class A ordinary shares or ADSs would likely decline. If one or more of these analysts
cease to cover us or fail to regularly publish reports on us, we could lose visibility in the
financial markets, which in turn could cause the market price or trading volume for our Class

A ordinary shares or ADSs to decline.

The sale or availability for sale of a substantial amount of our Class A ordinary shares or
ADSs could adversely affect their market price.

Sales of a substantial amount of our Class A ordinary shares or ADSs in the public market,
or the perception that these sales could occur, could adversely affect the market price of our
Class A ordinary shares or ADSs and could materially impair our ability to raise capital through
equity offerings in the future. Shares held by our existing shareholders may also be sold in the
public market in the future subject to the restrictions in Rule 144 and Rule 701 under the
Securities Act and the applicable lock-up agreements. We cannot predict what effect, if any,
market sales of securities held by our significant shareholders or any other shareholder or the
availability of these securities for future sale will have on the market price of our Class A
ordinary shares or ADSs.
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Because we do not expect to pay dividends in the foreseeable future after the Global
Offering, you must rely on price appreciation of our Class A ordinary shares or ADSs for
return on your investment.

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

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

We have not determined a specific use for a portion of the net proceeds from the Global
Offering, and we may use these proceeds in ways with which you may not agree.

We have not determined a specific use for a portion of the net proceeds of the Global
Offering, and our management will have considerable discretion in deciding how to apply these
proceeds. You will not have the opportunity to assess whether the proceeds are being used
appropriately before you make your investment decision. You must rely on the judgment of our
management regarding the application of the net proceeds of the Global Offering. We cannot
assure you that the net proceeds will be used in a manner that will improve our results of
operations or increase our Class A ordinary shares or ADSs price, nor that these net proceeds

will be placed only in investments that generate income or appreciate in value.

Our fourth amended and restated memorandum and articles of association give us power to
take certain actions that could discourage a third party from acquiring us, which could limit
our shareholders’ opportunity to sell their shares, including Class A ordinary shares
represented by the ADSs, at a premium.

Our fourth amended and restated memorandum and articles of association give us power
to take certain actions that could have the effect of depriving our shareholders of an
opportunity to sell their shares at a premium over prevailing market prices by discouraging
third parties from seeking to obtain control of our company in a tender offer or similar
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transaction. Our board of directors has the authority, without further action by our
shareholders, to issue preferred shares in one or more series and to fix their designations,
powers, preferences, privileges, and relative participating, optional or special rights and the
qualifications, limitations or restrictions, including dividend rights, conversion rights, voting
rights, terms of redemption and liquidation preferences, any or all of which may be greater than
the rights associated with our Class A ordinary shares, in the form of ADSs or otherwise.
Preferred shares could be issued quickly with terms calculated to delay or prevent a change in
control of our company or make removal of management more difficult. If our board of
directors decides to issue preferred shares, the price of our Class A ordinary shares or ADSs
may fall and the voting and other rights of the holders of our Class A ordinary shares or ADSs
may be materially and adversely affected. However, our exercise of any such power that may
limit the ability of others to acquire control of our company or cause us to engage in
change-of-control transactions under the Articles after the Global Offering will be subject to
our overriding obligations to comply with all applicable Hong Kong laws and regulations, the
Listing Rules, and the Codes on Takeovers and Mergers and Share Buy-backs. We will, at the
first general meeting to be convened in or before January 2022, propose to our shareholders
certain amendments to our Articles, including removing the Directors’ discretion to, for the
purpose of variation of rights attached to any class of shares, treat all the Classes or any two
or more Classes as forming one Class if they consider that all such Classes would be affected
in the same way by the proposals under consideration under article 19 of the existing Articles,
the Directors’ powers to authorize the division of Shares into any number of classes and to
determine the relative rights and obligations as between the different classes and to issue such
shares with preferred or other rights that may be greater than the rights of the Class A Ordinary
Shares under article 9 of the existing Articles, as well as making the Directors’ powers to issue
preferred shares under article 9 of the existing Articles to be subject to the Articles, compliance
with the Listing Rules and the Takeovers Code and the conditions that (i) no new class of
shares with voting rights superior to those of Class A Ordinary Shares will be created and (ii)
any variations in the relative rights as between the different classes will not result in creating
new class of shares with voting rights superior to those of Class A Ordinary Shares (together,
the “Amendment of Directors’ Class Right Related Powers”). For a more detailed discussion
on the proposed amendments to our Articles, see “Waivers and Exemptions—Requirements

Relating to the Articles of Association of the Company.”

You may face difficulties in protecting your interests, and your ability to protect your rights
through Hong Kong or U.S. courts may be limited, because we are incorporated under
Cayman Islands law.

We are an exempted company incorporated under the laws of the Cayman Islands. Our
corporate affairs are governed by our fourth amended and restated memorandum and articles
of association, the Companies Act (As Revised) of the Cayman Islands and the common law
of the Cayman Islands. The rights of shareholders to take action against the directors, actions
by minority shareholders and the fiduciary responsibilities of our directors to us under Cayman
Islands law are to a large extent governed by the common law of the Cayman Islands. The
common law of the Cayman Islands is derived in part from comparatively limited judicial
precedent in the Cayman Islands as well as from the common law of England, the decisions of
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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 responsibilities of our directors under Cayman
Islands law are not as clearly established as they would be under statutes or judicial precedent
in Hong Kong or some jurisdictions in the United States. In particular, the Cayman Islands has
a less developed body of securities laws than Hong Kong or the United States. Some U.S.
states, such as Delaware, have more fully developed and judicially interpreted bodies of
corporate law than the Cayman Islands. In addition, Cayman Islands companies may not have
standing to initiate a shareholder derivative action in a Hong Kong court or a federal court of
the United States.

Shareholders of Cayman Islands exempted companies like us have no general rights under
Cayman Islands law to inspect corporate records (other than copies of the memorandum and
articles of association, the register of mortgages and charges, and any special resolutions
passed by the shareholders) 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 Hong Kong or the United States. 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 Hong Kong or the United States.

Your investment in our Class A ordinary shares or ADSs may be impacted if we are
encouraged to issue CDRs in the future.

PRC government authorities have issued new rules that allow PRC technology companies
listed outside China to list on the mainland stock market through the creation of Chinese
Depositary Receipts, or CDRs. However, as the CDR mechanism is newly established, there
are substantial uncertainties in the interpretation and implementation of these rules. We might
consider and be encouraged by the evolving PRC governmental policies to issue CDRs and
allow investors to trade our CDRs on PRC stock exchanges in the future. However, there are
uncertainties as to whether a pursuit of CDRs in China would bring positive or negative impact
on your investment in our Class A ordinary shares or ADSs.
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The conversion of the 2028 Notes or any convertible notes that we may issue in the future
may dilute the ownership interest of the existing shareholders and existing ADS holders,

including holders who had previously converted their notes.

We issued US$862.5 million 0.25% convertible senior notes due 2028 in April 2021,
which may be converted, at an initial conversion rate of 35.2818 ADSs per US$1,000 principal
amount of notes (which represents an initial conversion price of US$28.34 per ADS) at each
holder’s option at any time on or after November 1, 2027, until the close of business on the
second scheduled trading day immediately preceding the maturity date of May 1, 2028, or at
the option of the holders upon satisfaction of certain conditions and during certain periods prior
to the close of business on the business day immediately preceding November 1, 2027. As the
conversion of the 2028 Notes may take place anytime during such periods if the relevant
conditions are fulfilled, the conversion of the 2028 Notes and any convertible notes that we
may issue in the future will dilute the ownership interests of existing shareholders and existing
ADS holders. Any sales in the public market of the ADSs issuable upon such conversion may
increase the opportunities to create short positions with respect to the ADSs, which could
adversely affect prevailing trading prices of our ADSs. In addition, the existence of such
convertible notes may encourage short selling by market participants because the conversion
of such notes could depress the price of our ADSs. The price of our ADSs could be affected
by possible sales of our ADSs by investors who view the convertible notes as a more attractive
means of equity participation in us and by hedging or arbitrage trading activity, which we

expect to occur involving our ADSs.

We may not have the ability to raise the funds necessary to settle conversion of the notes in
cash, to repurchase the notes upon a fundamental change, to repurchase notes on May 1,
2024 and May 1, 2026, and our future debt may contain limitations on our ability to pay cash

upon conversion or to repurchase the notes.

Holders of the 2028 Notes have the right to require us to repurchase their notes on May
1, 2024 and May 1, 2026 or upon the occurrence of a fundamental change (as defined in the
indenture), in each case, at a repurchase price equal to 100% of the principal amount of the
notes to be repurchased, plus accrued and unpaid interest. We may not have enough available
cash or be able to obtain financing at the time we are required to make repurchases of the notes
surrendered therefor or to settle the notes being converted. Our failure to repurchase the notes
at a time when the repurchase is required by the indenture governing the notes or to pay any
cash payable on future conversions of the notes as required by the indenture governing the
notes would constitute a default under the indenture. A default under the indenture or a
fundamental change itself could also lead to a default under agreements governing any of our
future indebtedness outstanding at the time. If the repayment of any outstanding future
indebtedness were to be accelerated after any applicable notice or grace periods, we may not
have sufficient funds to repay the indebtedness and repurchase the notes or make cash

payments upon conversions thereof.
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Techniques employed by short sellers may drive down the market price of our Class A
ordinary shares or ADSs.

Short selling is the practice of selling securities that a seller does not own but rather has
borrowed from a third party with the intention of buying identical securities back at a later date
to return to the lender. The short seller hopes to profit from a decline in the value of the
securities between the sale of the borrowed securities and the purchase of the replacement
shares, as the short seller expects to pay less in that purchase than it received in the sale. As
it is in the short seller’s interest for the price of the security to decline, many short sellers
publish, or arrange for the publication of, negative opinions regarding relevant issuers and their
business prospects in order to create negative market momentum and generate profits for
themselves after selling securities short.

Public companies listed in the United States that have substantially all of their operations
in China have been the subject of short selling. Much of the scrutiny and negative publicity has
centered on allegations of a lack of effective internal control over financial reporting resulting
in financial and accounting irregularities and mistakes, inadequate corporate governance
policies or a lack of adherence thereto and, in many cases, allegations of fraud. As a result,
many of these companies are now conducting internal and external investigations into the
allegations and, in the interim, are subject to shareholder lawsuits or SEC enforcement actions.

It is not clear what effect such negative publicity could have on us. If we were to become
the subject of any unfavorable allegations, whether such allegations are proven to be true or
untrue, we could have to expend a significant amount of resources to investigate such
allegations or defend ourselves. While we would strongly defend against any such short seller
attacks, we may be constrained in the manner in which we can proceed against the relevant
short seller by principles of freedom of speech, applicable state law, or issues of commercial
confidentiality. Such a situation could be costly and time-consuming and could distract our
management from growing our business. Even if such allegations are ultimately proven to be
groundless, allegations against us could severely impact our business operations and
shareholders’ equity, and any investment in our Class A ordinary shares or ADSs could be

greatly reduced or rendered worthless.

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 Class A ordinary shares
provides that, subject to the depositary’s right to require a claim to be submitted to arbitration,
the federal or state courts in the City of New York have exclusive jurisdiction to hear and
determine claims arising under the deposit agreement (including claims arising under the
Exchange Act or the Securities Act) 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 Class A ordinary shares, the ADSs or the deposit
agreement, including any claim under the U.S. federal securities laws.
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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 United States Supreme
Court. However, we believe that a contractual pre-dispute jury trial waiver provision is
generally enforceable, including under the laws of the State of New York, which govern the
deposit agreement. In determining whether to enforce a contractual pre-dispute jury trial
waiver provision, 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/or the depositary. If a lawsuit is brought
against us or the depositary under the deposit agreement, it may be 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 had, 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 Exchange
Act, and investors cannot waive compliance with the federal securities laws and the rules and
regulations thereunder.

Certain judgments obtained against us by our shareholders may not be enforceable.

We are a Cayman Islands company and the majority of our assets are located outside of
Hong Kong or the United States. Substantially all of our operations are conducted in China. In
addition, most of our current directors and officers are nationals and residents of countries
other than Hong Kong or the United States. Substantially all of the assets of these persons may
be located outside Hong Kong or the United States. As a result, it may be difficult or impossible
for you to bring an action against us or against these individuals in Hong Kong or the United
States in the event that you believe that your rights have been infringed under Hong Kong laws,
the U.S. federal securities laws or otherwise. Even if you are successful in bringing an action
of this kind, the laws of the Cayman Islands and of China may render you unable to enforce
a judgment against our assets or the assets of our directors and officers.
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We are a foreign private issuer within the meaning of the rules under the Exchange Act, and
as such we are exempt from certain provisions applicable to United States domestic public

companies.

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

. the rules under the Exchange Act requiring the filing of quarterly reports on Form
10-Q or current reports on Form 8-K with the SEC;

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

. the sections of the Exchange Act requiring insiders to file public reports of their
stock ownership and trading activities and liability for insiders who profit from

trades made in a short period of time; and

. the selective disclosure rules by issuers of material nonpublic information under
Regulation FD.

We are required to file an annual report on Form 20-F within four months of the end of
each fiscal year. In addition, we intend to publish our results on a quarterly basis through press
releases, distributed pursuant to the rules and regulations of the Nasdaq Global Select Market.
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 than that required to be filed with the SEC by U.S. domestic
issuers. As a result, you may not be afforded the same protections or information that would
be made available to you were you investing in a U.S. domestic issuer.

As an exempted company incorporated in the Cayman Islands, we are permitted to adopt
certain home country practices in relation to corporate governance matters that differ
significantly from the Nasdagq listing standards; these practices may afford less protection to
shareholders than they would enjoy if we complied fully with the Nasdagq listing standards.

As a Cayman Islands company listed on the Nasdaq Global Select Market, we are subject
to Nasdaq listing standards. However, the Nasdaq 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
Nasdagq listing standards. For example, neither the Companies Act of the Cayman Islands nor
our fourth amended and restated memorandum and articles of association requires a majority
of our directors to be independent and we could include non-independent directors as members
of our compensation committee and nominating committee, and our independent directors
would not necessarily hold regularly scheduled meetings at which only independent directors

are present. As a result of these home country practices we may follow in the future, our
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shareholders may be afforded less protection than they otherwise would under the Nasdaq
listing standards applicable to U.S. domestic issuers. In addition, if we are subject to listing
standards or other rules or regulations of other jurisdictions in the future, those requirements
may further change the degree of protection for our shareholders to the extent they differ from
the Nasdaq listing standards applicable to U.S. domestic issuers.

The voting rights of holders of ADSs are limited by the terms of the deposit agreement, and
you may not be able to exercise your right to direct how the Class A ordinary shares
represented by your ADSs are voted.

Holders of ADSs do not have the same rights as our registered shareholders. As a holder
of ADSs, you will not have any direct right to attend general meetings of our shareholders or
to cast any votes at such meetings. You will only be able to exercise the voting rights that are
carried by the underlying Class A ordinary shares represented by your ADSs indirectly by
giving voting instructions to the depositary in accordance with the provisions of the deposit
agreement. Under the deposit agreement, you may vote only by giving voting instructions to
the depositary. If we instruct the depositary to ask for your instructions, then upon receipt of
your voting instructions, the depositary will try, as far as practicable, to vote the underlying
Class A ordinary shares represented by your ADSs in accordance with these instructions. If we
do not instruct the depositary to ask for your voting instructions, the depositary may still vote
in accordance with the instructions you give, but it is not required to do so. You will not be able
to directly exercise your right to vote with respect to the underlying Class A ordinary shares
represented by your ADSs unless you withdraw the shares and become a registered holder of
such shares prior to the record date for the general meeting. Under our fourth amended and
restated memorandum and articles of association, the minimum notice period required to be
given by our company to our registered shareholders for convening a general meeting is seven
days.

When a general meeting is convened, you may not receive sufficient advance notice of the
meeting to withdraw the Class A ordinary shares underlying your ADSs and become the
registered holder of such shares to allow you to attend the general meeting and to vote directly
with respect to any specific matter or resolution to be considered and voted upon at the general
meeting. In addition, under our fourth amended and restated memorandum and articles of
association, for the purposes of determining those shareholders who are entitled to attend and
vote at any general meeting, our directors may close our register of members and fix in advance
a record date for such meeting, and such closure of our register of members or the setting of
such a record date may prevent you from withdrawing the Class A ordinary shares underlying
your ADSs and becoming the registered holder of such shares prior to the record date, so that
you would not be able to attend the general meeting or to vote directly. If we ask for your
instructions, the depositary will notify you of the upcoming vote and will arrange to deliver our
voting materials to you. We have agreed to give the depositary sufficient prior notice of
shareholder meetings. Nevertheless, we cannot assure you that you will receive the voting
materials in time to ensure that you can instruct the depositary to vote the underlying Class A
ordinary shares represented by your ADSs. In addition, the depositary and its agents are not
responsible for failing to carry out voting instructions or for their manner of carrying out your

- 125 -



RISK FACTORS

voting instructions. This means that you may not be able to exercise your right to direct how
the Class A ordinary shares represented by your ADSs are voted and you may have no legal
remedy if the Class A ordinary shares represented by your ADSs are not voted as you requested.

The depositary for our ADSs will give us a discretionary proxy to vote our Class A ordinary
shares underlying your ADSs if you do not vote at shareholders’ meetings, except in limited
circumstances, which could adversely affect your interests.

Under the deposit agreement for the ADSs, if you do not vote, the depositary will give
us a discretionary proxy to vote our Class A ordinary shares underlying your ADSs at
shareholders’ meetings unless:

. we have failed to timely provide the depositary with notice of meeting and related
voting materials;

. we have instructed the depositary that we do not wish a discretionary proxy to be
given;
. we have informed the depositary that there is substantial opposition as to a matter

to be voted on at the meeting;

. a matter to be voted on at the meeting would have a material adverse impact on
shareholders; or

. the voting at the meeting is to be made on a show of hands.

The effect of this discretionary proxy is that if you do not vote at shareholders’ meetings,
you cannot prevent our Class A ordinary shares underlying your ADSs from being voted, except
under the circumstances described above. This may make it more difficult for shareholders to
influence the management of our company. Holders of our Class A ordinary shares are not
subject to this discretionary proxy.

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 a state or federal court in
New York, 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.
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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 state or federal courts.

You may not receive dividends or other distributions on our Class A ordinary shares and you
may not receive any value for them, if it is illegal or impractical to make them available to
you.

The depositary of our ADSs has agreed to pay you the cash dividends or other
distributions it or the custodian receives on Class A ordinary shares or other deposited
securities underlying our ADSs, after deducting its fees and expenses. You will receive these
distributions in proportion to the number of Class A ordinary shares your ADSs represent.
However, the depositary is not responsible if it decides that it is unlawful or impractical to
make a distribution available to any holders of ADSs. For example, it would be unlawful to
make a distribution to a holder of ADSs if it consists of securities that require registration
under the Securities Act but that are not properly registered or distributed under an applicable
exemption from registration. The depositary may also determine that it is not feasible to
distribute certain property through the mail. Additionally, the value of certain distributions may
be less than the cost of mailing them. In these cases, the depositary may determine not to
distribute such property. We have no obligation to register under U.S. securities laws any
ADSs, Class A ordinary shares, rights or other securities received through such distributions.
We also have no obligation to take any other action to permit the distribution of ADSs, Class
A ordinary shares, rights or anything else to holders of ADSs. This means that you may not
receive distributions we make on our Class A ordinary shares or any value for them if it is
illegal or impractical for us to make them available to you. These restrictions may cause a
material decline in the value of our ADSs.

You may experience dilution of your holdings due to inability to participate in rights
offerings.

We may, from time to time, distribute rights to our shareholders, including rights to
acquire securities. Under the deposit agreement, the depositary will not distribute rights to
holders of ADSs unless the distribution and sale of rights and the securities to which these
rights relate are either exempt from registration under the Securities Act with respect to all
holders of ADSs or are registered under the provisions of the Securities Act. The depositary
may, but is not required to, attempt to sell these undistributed rights to third parties, and may
allow the rights to lapse. We may be unable to establish an exemption from registration under
the Securities Act, and we are under no obligation to file a registration statement with respect
to these rights or underlying securities or to endeavor to have a registration statement declared
effective. Accordingly, holders of ADSs may be unable to participate in our rights offerings and

may experience dilution of their holdings as a result.
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You may be subject to limitations on transfer of your ADSs.

Your ADSs are transferable on the books of the depositary. However, the depositary may
close its books at any time or from time to time when it deems expedient 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. The depositary may refuse to deliver, transfer or register
transfers of our ADSs generally when our share register or the books of the depositary are
closed, or at any time if we or the depositary thinks it is advisable to do so because of any
requirement of law or of any government or governmental body, or under any provision of the

deposit agreement, or for any other reason.

We may incur increased costs as a result of being a public company, particularly after we
cease to qualify as an “emerging growth company.”

We are a public company and incur significant legal, accounting, and other expenses that
we did not incur as a private company. The Sarbanes-Oxley Act of 2002, as well as rules
subsequently implemented by the SEC and Nasdaq Global Select Market, impose various
requirements on the corporate governance practices of public companies. As we are no longer
an “emerging growth company” since December 31, 2020, we expect to incur significant
expenses and devote substantial management effort toward ensuring compliance with the
requirements of Section 404 of the Sarbanes-Oxley Act of 2002 and the other rules and
regulations of the SEC. We expect these rules and regulations to increase our legal and
financial compliance costs and to make some corporate activities more time-consuming and
costly. For example, as a result of becoming a public company, we increased the number of
independent directors and adopted policies regarding internal controls and disclosure controls
and procedures. We also expect that operating as a public company makes it more difficult and
more expensive for us to obtain director and officer liability insurance, and we may be required
to accept reduced policy limits and coverage or incur substantially higher costs to obtain the
same or similar coverage. In addition, we will incur additional costs associated with our public
company reporting requirements. It may also be more difficult for us to find qualified persons
to serve on our board of directors or as executive officers. We are currently evaluating and
monitoring developments with respect to these rules and regulations, and we cannot predict or
estimate with any degree of certainty the amount of additional costs we may incur or the timing
of such costs.

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

RISKS RELATING TO THE GLOBAL OFFERING AND THE DUAL LISTING

An active trading market for our Class A ordinary shares on the Hong Kong Stock Exchange
might not develop or be sustained and trading prices of our Class A ordinary shares might
fluctuate significantly.

Following the completion of the Global Offering, we cannot assure you that an active
trading market for our Class A ordinary shares on the Hong Kong Stock Exchange will develop
or be sustained. The trading price or liquidity for our ADSs on the Nasdaq Global Select
Market might not be indicative of those of our Class A ordinary shares on the Hong Kong Stock
Exchange following the completion of the Global Offering. If an active trading market of our
Class A ordinary shares on the Hong Kong Stock Exchange does not develop or is not sustained
after the Global Offering, the market price and liquidity of our Class A ordinary shares could
be materially and adversely affected.

In 2014, the Hong Kong, Shanghai, and Shenzhen stock exchanges collaborated to create
an inter-exchange trading mechanism called Stock Connect that allows international and PRC
investors to trade eligible equity securities listed in each other’s markets through the trading
and clearing facilities of their home exchange. Stock Connect currently covers over 2,000
equity securities trading in the Hong Kong, Shanghai, and Shenzhen markets. Stock Connect
allows PRC investors to trade directly in eligible equity securities listed on the Hong Kong
Stock Exchange, known as Southbound Trading; without Stock Connect, PRC investors would
not otherwise have a direct and established means of engaging in Southbound Trading. In
October 2019, the Shanghai and Shenzhen stock exchanges separately announced their
amended implementation rules in connection with Southbound Trading to include shares of
WVR companies to be traded through Stock Connect. However, since these rules are relatively
new, there remains uncertainty as to the implementation details, especially with respect to
shares of those companies with a secondary or dual-primary listing on the Hong Kong Stock
Exchange. It is unclear whether and when the Class A ordinary shares of our Company, a WVR
company with a dual-primarily listing in Hong Kong upon the Listing, will be eligible to be
traded through Stock Connect, if at all. The ineligibility or any delay of our Class A ordinary
shares for trading through Stock Connect will affect PRC investors’ ability to trade our Class
A ordinary shares and therefore may limit the liquidity of the trading of our Class A ordinary
shares on the Hong Kong Stock Exchange.
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Since there will be a gap of several days between pricing and trading of our Class A ordinary
shares, the price of our ADSs traded on the Nasdaq Global Select Market may fall during this
period and could result in a fall in the price of our Class A ordinary shares to be traded on
the Hong Kong Stock Exchange.

The pricing of the Offer Shares will be determined on the Price Determination Date.
However, our Class A ordinary shares will not commence trading on the Hong Kong Stock
Exchange until they are delivered, which is expected to be about four Hong Kong business days
after the Price Determination Date. As a result, investors may not be able to sell or otherwise
deal in our Class A ordinary shares during that period. Accordingly, holders of our Class A
ordinary shares are subject to the risk that the trading price of our Class A ordinary shares could
fall when trading commences as a result of adverse market conditions or other adverse
developments that could occur between the Price Determination Date and the time trading
begins. In particular, as our ADSs will continue to be traded on the Nasdaq Global Select
Market and their price can be volatile, any fall in the price of our ADSs may result in a fall
in the price of our Class A ordinary shares to be traded on the Hong Kong Stock Exchange.

The characteristics of the U.S. capital markets and the Hong Kong capital markets are
different.

The Nasdaq Global Select Market and the Hong Kong Stock Exchange have different
trading hours, trading characteristics (including trading volume and liquidity), trading and
listing rules, and investor bases (including different levels of retail and institutional
participation). As a result of these differences, the trading prices of our Class A ordinary shares
and the ADSs representing them might not be the same, even allowing for currency differences.
Fluctuations in the price of the ADSs due to circumstances peculiar to its home capital market
could materially and adversely affect the price of the Class A ordinary shares. Because of the
different characteristics of the U.S. and Hong Kong equity markets, the historic market prices
of the ADSs may not be indicative of the performance of our securities (including the ordinary
shares) after the Global Offering.

Exchange between our Class A ordinary shares and the ADSs may adversely affect the
liquidity or trading price of each other.

The ADSs are currently traded on the Nasdaq Global Select Market. Subject to
compliance with U.S. securities laws and the terms of the deposit agreement, holders of our
Class A ordinary shares may deposit Class A ordinary shares with the depositary in exchange
for the issuance of the ADSs. Any holder of ADSs may also withdraw the underlying Class A
ordinary shares represented by the ADSs pursuant to the terms of the deposit agreement for
trading on the Hong Kong Stock Exchange. In the event that a substantial number of Class A
ordinary shares are deposited with the depositary in exchange for ADSs or vice versa, the
liquidity and trading price of our Class A ordinary shares on the Hong Kong Stock Exchange
and the ADSs on the Nasdaq Global Select Market may be adversely affected.
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The time required for the exchange between our Class A ordinary shares and the ADSs might
be longer than expected and investors might not be able to settle or effect any sale of their
securities during this period, and the exchange of Class A ordinary shares into ADSs
involves costs.

There is no direct trading or settlement between the Nasdaq Global Select Market and the
Hong Kong Stock Exchange on which the ADSs and our Class A ordinary shares are
respectively traded. In addition, the time differences between Hong Kong and New York,
unforeseen market circumstances, or other factors may delay the deposit of Class A ordinary
shares in exchange for the ADSs or the withdrawal of Class A ordinary shares underlying the
ADSs. Investors will be prevented from settling or effecting the sale of their securities during
such periods of delay. In addition, we cannot assure you that any exchange for Class A ordinary
shares into ADSs (and vice versa) will be completed in accordance with the timelines that

investors may anticipate.

Furthermore, the depositary for the ADSs is entitled to charge holders fees for various
services including for the issuance of ADSs upon deposit of Class A ordinary shares,
cancelation of ADSs, distributions of cash dividends or other cash distributions, distributions
of ADSs pursuant to share dividends or other free share distributions, distributions of securities
other than ADSs, and annual service fees. As a result, shareholders who exchange Class A
ordinary shares into ADSs, and vice versa, may not achieve the level of economic return the

shareholders may anticipate.

We may be subject to securities litigation, which is expensive and could divert management
attention.

Companies that have experienced volatility in the volume and market price of their shares
have been subject to an increased incidence of securities class action litigation. We may be the
target of this type of litigation in the future. Securities litigation against us could result in
substantial costs and divert our management’s attention from other business concerns, and, if
adversely determined, could have a material adverse effect on our business, financial condition

and results of operations.

As the public offering price is substantially higher than our net tangible book value per
ordinary share, you will incur immediate and substantial dilution.

If you purchase ordinary shares in the Global Offering, you will pay more for your Class
A ordinary shares than the amount paid by existing holders for their Class A ordinary shares
or ADSs on a per ordinary share basis. As a result, you will experience immediate and
substantial dilution after giving effect to the Global Offering. In addition, you will experience
further dilution to the extent that our ordinary shares are issued upon the exercise of share
options or vesting of restricted share units. All of the ordinary shares issuable upon the exercise
of currently outstanding share options will be issued at a purchase price on a per ordinary share
basis that is less than the public offering price per ordinary share in the Global Offering.
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In preparation for the Listing, we have sought the following waivers from strict
compliance with the Listing Rules and exemptions from the Companies (Winding Up and
Miscellaneous Provisions) Ordinance.

MANAGEMENT PRESENCE IN HONG KONG

Pursuant to Rule 8.12 of the Listing Rules, an issuer must have a sufficient management
presence in Hong Kong. This will normally mean that at least two of its executive directors
must be ordinarily resident in Hong Kong. We do not have sufficient management presence in
Hong Kong for the purposes of Rule 8.12 of the Listing Rules.

Our Group’s management headquarters, senior management, business operations and
assets are primarily based outside Hong Kong, in Mainland China. The Directors consider that
the appointment of executive Directors who will be ordinarily resident in Hong Kong would
not be beneficial to, or appropriate for, our Group and therefore would not be in the best
interests of our Company or the Shareholders as a whole.

Accordingly, we have applied for, and the Stock Exchange has granted, a waiver from
strict compliance with Rule 8.12 of the Listing Rules. We will ensure that there is an effective
channel of communication between us and the Stock Exchange by way of the following
arrangements:

(a) pursuant to Rule 3.05 of the Listing Rules, our Company has appointed and will
continue to maintain two authorized representatives who shall act at all times as the
principal channel of communication with the Stock Exchange. Each of our
authorized representatives will be readily contactable by the Stock Exchange by
telephone, facsimile and/or e-mail to deal promptly with enquiries from the Stock
Exchange. Both of our authorized representatives are authorized to communicate on
our behalf with the Stock Exchange. At present, our two authorized representatives
are Mr. Li Tie, our executive Director and Chief Financial Officer, and Ms. Lau Yee
Wa, our joint company secretary;

(b) Each Director will provide his/her contact details, including mobile phone numbers,
office phone numbers, residential phone numbers, e-mail addresses and facsimile
numbers to the Stock Exchange and to the authorized representatives in accordance
with Rule 3.20 of the Listing Rules. This will ensure that the Stock Exchange and
the authorized representatives should have means for contacting all Directors
promptly at all times as and when required;

(c) we will ensure that each Director who is not ordinarily resident in Hong Kong

possesses or can apply for valid travel documents to visit Hong Kong and can meet
with the Stock Exchange within a reasonable period;
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(d)

(e)

pursuant to Rule 3A.19 and Rule 8A.33 of the Listing Rules, our Company has
retained the services of Somerley Capital Limited as compliance adviser (the
“Compliance Adviser”), who will act as an additional channel of communication
with the Stock Exchange. The Compliance Adviser will provide our Company with
professional advice on ongoing compliance with the Listing Rules. We will ensure
that the Compliance Adviser has prompt access to our Company’s authorized
representatives and Directors. In turn, they will provide the Compliance Adviser
with such information and assistance as the Compliance Adviser may need or may
reasonably request in connection with the performance of the Compliance Adviser’s
duties. The Compliance Adviser will also provide advice to our Company when
consulted by our Company in compliance with Rule 3A.23 and Rule 8A.34 of the
Listing Rules; and

meetings between the Stock Exchange and the Directors can be arranged through the
authorized representatives or the Compliance Adviser, or directly with the Directors
within a reasonable time frame. We will inform the Stock Exchange as soon as
practicable in respect of any change in the authorized representatives and/or the
Compliance Adviser in accordance with the Listing Rules.

JOINT COMPANY SECRETARIES

Pursuant to Rules 3.28 and 8.17 of the Listing Rules, the company secretary must be an

individual who, by virtue of their academic or professional qualifications or relevant

experience, is, in the opinion of the Stock Exchange, capable of discharging the functions of

company secretary.

Pursuant to Note 1 to Rule 3.28 of the Listing Rules, the Stock Exchange considers the
following academic or professional qualifications to be acceptable:

(a)

(b)

(©

a member of The Hong Kong Institute of Chartered Secretaries;

a solicitor or barrister as defined in the Legal Practitioners Ordinance (Chapter 159
of the Laws of Hong Kong); and

a certified public accountant as defined in the Professional Accountants Ordinance
(Chapter 50 of the Laws of Hong Kong).

Pursuant to Note 2 to Rule 3.28 of the Listing Rules, in assessing “relevant experience”,

the Stock Exchange will consider the individual’s:

(@)

(b)

length of employment with the issuer and other issuers and the roles they played;

familiarity with the Listing Rules and other relevant law and regulations including
the Securities and Futures Ordinance, Companies Ordinance, Companies (Winding
Up and Miscellaneous Provisions) Ordinance and the Takeovers Code;
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(c) relevant training taken and/or to be taken in addition to the minimum requirement
under Rule 3.29 of the Listing Rules; and

(d) professional qualifications in other jurisdictions.

Our Company appointed Mr. Wang Yang and Ms. Lau Yee Wa of Tricor Services Limited
as joint company secretaries of our Company on May 5, 2021. Please refer to the section
headed “Directors and senior management—Joint Company secretaries” for their biographies.

Ms. Lau is a Chartered Secretary, a Chartered Governance Professional and an Associate
of both The Hong Kong Institute of Chartered Secretaries and The Chartered Governance
Institute (formerly “The Institute of Chartered Secretaries and Administrators”), and therefore
meets the qualification requirements under Rule 3.28 Note 1 of the Listing Rules and is in
compliance with Rule 8.17 of the Listing Rules.

Our Company’s principal business activities are outside Hong Kong. Our Company
believes that it would be in the best interests of our Company and the corporate governance of
our Group to have as its joint company secretary a person such as Mr. Wang Yang, who is an
employee of our Company and who has day-to-day knowledge of our Company’s affairs. Mr.
Wang Yang has the necessary nexus to the Board and close working relationship with
management of our Company in order to perform the function of a joint company secretary and
to take the necessary actions in the most effective and efficient manner.

Accordingly, while Mr. Wang Yang does not possess the formal qualifications required of
a company secretary under Rule 3.28 of the Listing Rules, we have applied to the Stock
Exchange for, and the Stock Exchange has granted, a waiver from strict compliance with the
requirements under Rules 3.28 and 8.17 of the Listing Rules such that Mr. Wang Yang may be
appointed as a joint company secretary of our Company.

The waiver was granted for a three-year period from the Listing Date and, in accordance
with Guidance Letter HKEX-GL108-20, on the conditions that: (i) Ms. Lau Yee Wa is
appointed as a joint company secretary to assist Mr. Wang Yang in discharging his functions
as a company secretary and in gaining the relevant experience under Rule 3.28 of the Listing
Rules; the waiver will be revoked immediately if Ms. Lau Yee Wa, during the three-year period,
ceases to provide assistance to Mr. Wang Yang as the joint company secretary; and (ii) the
waiver can be revoked if there are material breaches of the Listing Rules by our Company. In
addition, Mr. Wang Yang will comply with the annual professional training requirement under
Rule 3.29 of the Listing Rules and will enhance his knowledge of the Listing Rules during the
three-year period from the Listing Date. Our Company will further ensure that Mr. Wang Yang
has access to the relevant training and support that would enhance his understanding of the
Listing Rules and the duties of a company secretary of an issuer listed on the Stock Exchange.
Before the end of the three-year period, the qualifications and experience of Mr. Wang Yang
and the need for on-going assistance of Ms. Lau Yee Wa will be further evaluated by our
Company. We will liaise with the Stock Exchange to enable it to assess whether Mr. Wang
Yang, having benefited from the assistance of Ms. Lau Yee Wa for the preceding three years,
will have acquired the skills necessary to carry out the duties of company secretary and the
relevant experience within the meaning of Rule 3.28 Note 2 of the Listing Rules so that a
further waiver will not be necessary.
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REQUIREMENTS RELATING TO THE ARTICLES OF ASSOCIATION OF THE
COMPANY

As the Company is applying for a dual primary listing on the Stock Exchange, the Articles
are required to comply with Appendix 3 and Appendix 13, Part B, of the Listing Rules. Rule
19.30(1)(b) of the Listing Rules provides that the Stock Exchange may refuse a listing if it is
not satisfied that the overseas issuer’s primary listing is or is to be on an exchange where the
standards of shareholder protection are at least equivalent to those provided in Hong Kong.

Rule 8A.44 of the Listing Rules requires issuers with WVR structures such as our
Company to give force to the requirements of Rules 8A.07, 8A.09, 8A.10, 8A.13, 8A.14,
8A.15,8A.16,8A.17, 8A.18, 8A.19, 8A.21, 8A.22, 8A.23, 8A.24, 8A.26, 8A.27, 8A.28, 8A.29,
8A.30, 8A.31, 8A.32, 8A.33, 8A.34, 8A.35, 8A.37, 8A.38, 8A.39, 8A.40 and 8A.41 by
incorporating them into their articles of association or equivalent document (together with the
requirements under Appendix 3 and Appendix 13, Part B, to the Hong Kong Listing Rules, the
“Listing Rules Articles Requirements”).

The Company’s Articles do not comply with some of the Listing Rules Articles
Requirements, namely, (i) paragraphs 1(1), 1(2), 2(1), 4(1)-(5), 5, 7(2), 8, 10(2), 11(1) and 14
of Appendix 3 to the Hong Kong Listing Rules, (ii) paragraphs 1, 2(1), 3(1)-(3), 4(1)-(2) and
5(1)-(4) of Part B of Appendix 13 to the Hong Kong Listing Rules and (iii) Rules 8 A.09, 8A.13
to 8A.19, 8A.22 to 8A.24, 8A.26 to 8A.35 and 8A.37 to 8A.41 of the Hong Kong Listing Rules
(together, the “Unmet Listing Rules Articles Requirements”). Other than the said Unmet
Listing Rules Articles Requirements, the remaining Listing Rules Articles Requirements are
met by the Articles. The Company will seek shareholders’ approval to incorporate the Unmet
Listing Rules Articles Requirements into its Articles at its first general meeting to be convened
in or before January 2022 (the “First GM”).

Details of the Unmet Listing Rules Articles Requirements to be incorporated into the
Company’s Articles are set out below:

To be approved by Class-based Resolution (defined below)

(1) The articles of association shall stipulate that if at any time the share capital is divided
into different classes of shares, the rights attached to any class (unless otherwise provided
by the terms of issue of the shares of that class) may be varied only with the consent in
writing of the holders of three-fourths in nominal value of the issued shares of the class
in question or with the sanction of a resolution passed at a separate general meeting of
the holders of the shares of that class by members holding shares representing
three-fourths in nominal value of the shares present in person or by proxy and voting at
such meeting. The articles of association shall provide that to every such separate general
meeting the provisions of the articles of association relating to general meetings shall
mutatis mutandis apply, but the articles of association may vary the quorum provisions
relevant to any such meeting (paragraph 2(1) of Part B of Appendix 13);
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(2)

(3)

(4)

Non-WVR (as defined under the Hong Kong Listing Rules) shareholders must be entitled
to cast at least 10% of the votes that are eligible to be cast on resolutions at the listed
issuer’s general meetings.

Note 1: Compliance with this rule means, for example, that an issuer cannot list with a
WVR structure that attaches 100% of the right to vote at general meetings to the
beneficiaries of weighted voting rights.

Note 2: A beneficiary of weighted voting rights must not take any action that would result

in a non-compliance with this rule.

A listed issuer must not increase the proportion of shares that carry weighted voting rights
above the proportion in issue at the time of listing.

Note: If the proportion of shares carrying weighted voting rights is reduced below the
proportion in issue at the time of listing, this rule 8A.13 shall apply to the reduced
proportion of shares carrying weighted voting rights (Rules 8A.09 and 8A.13 of the Hong
Kong Listing Rules);

A listed issuer with a WVR structure may only allot, issue or grant shares carrying
weighted voting rights with the prior approval of the Hong Kong Stock Exchange and
pursuant to (a) an offer made to all the issuer’s shareholders pro rata (apart from
fractional entitlements) to their existing holdings; (b) a pro rata issue of shares to all the
issuer’s shareholders by way of scrip dividends; or (c) pursuant to a stock split or other
capital reorganization; provided that the Hong Kong Stock Exchange is satisfied that the
proposed allotment or issuance will not result in an increase in the proportion of shares
carrying weighted voting rights:

(i) if, under a pro rata offer, beneficiaries of weighted voting rights do not take up any
part of the shares carrying weighted voting rights (or rights to those shares) offered
to them, those shares (or rights) not taken up could only be transferred to another
person on the basis that such transferred rights will only entitle the transferee to an
equivalent number of ordinary shares; and

(i1) to the extent that rights in a listed issuer’s shares not carrying weighted voting in a
pro rata offer are not taken up in their entirety (e.g. in the case where the pro rata
offering is not fully underwritten), the number of the listed issuer’s shares carrying
weighted voting rights that can be allotted, issued or granted must be reduced
proportionately. (Rule 8A.14 of the Hong Kong Listing Rules);

If a listed issuer with a WVR structure reduces the number of its shares in issue (e.g.
through a purchase of its own shares) the beneficiaries of weighted voting rights must
reduce their weighted voting rights in the issuer proportionately (for example through
conversion of a proportion of their shareholding with those rights into shares without
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(5)

(6)

those rights), if the reduction in the number of shares in issue would otherwise result in
an increase in the proportion of the listed issuer’s shares that carry weighted voting rights
(Rule 8A.15 of the Hong Kong Listing Rules);

After listing, a listed issuer with a WVR structure must not change the terms of a class
of its shares carrying weighted voting rights to increase the weighted voting rights
attached to that class (Rule 8A.16 of the Hong Kong Listing Rules);

Note: If a listed issuer wishes to change the terms of a class of its shares carrying
weighted voting rights to reduce those rights it may do so but must, in addition to
complying with any requirements under law, first obtain the prior approval of the Stock
Exchange and, if approval is granted, must announce the change.

The beneficiary’s weighted voting rights in a listed issuer must cease if, at any time after
listing, the beneficiary is:

(1) deceased;
(i1)) no longer a member of the issuer’s board of directors;

(ii1) deemed by the Hong Kong Stock Exchange to be incapacitated for the purpose of
performing his or her duties as a director; or

(iv) deemed by the Hong Kong Stock Exchange to no longer meet the requirements of
a director set out in the Hong Kong Listing Rules;

The weighted voting rights attached to a beneficiary’s shares must cease upon transfer to
another person of the beneficial ownership of, or economic interest in those shares or the
control over the voting rights attached to them (through voting proxies or otherwise). A
limited partnership, trust, private company or other vehicle may hold shares carrying
weighted voting rights on behalf of a beneficiary of weighted voting rights provided that
such an arrangement does not result in a circumvention of rule 8A.18(1). The Hong Kong
Stock Exchange would not consider a lien, pledge, charge or other encumbrance on shares
carrying weighted voting rights to be a transfer for the purpose of rule 8A.18 on condition
that this does not result in the transfer of the legal title or beneficial ownership of those
shares or the voting rights attached to them (through voting proxies or otherwise). The
Hong Kong Stock Exchange would consider a transfer to have occurred under rule 8A.18
if a beneficiary of weighted voting rights and a non-WVR shareholder(s) enter into any
arrangement or understanding to the extent that this resulted in a transfer of weighted
voting rights from the beneficiary of those weighted voting rights to the non-WVR
shareholder (Rules 8A.17, 8A.18(1), 8A.18(2) and 8A.19 of the Listing Rules);

If a vehicle holding shares carrying weighted voting rights in a listed issuer on behalf of
a beneficiary no longer complies with rule 8A.18(2), the beneficiary’s weighted voting
rights in the listed issuer must cease. The issuer and beneficiary must notify the Hong
Kong Stock Exchange as soon as practicable with details of the non-compliance.
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(7

(&)

)

A listed issuer’s WVR structure must cease when none of the beneficiaries of the
weighted voting rights at the time of the issuer’s initial listing have beneficial ownership
of shares carrying weighted voting rights. (Rule 8A.22 of the Hong Kong Listing Rules);

Non-WVR shareholders must be able to convene an extraordinary general meeting and
add resolutions to the meeting agenda. The minimum stake required to do so must not be
higher than 10% of the voting rights on a one vote per share basis in the share capital of
the listed issuer (Rule 8A.23 of the Hong Kong Listing Rules);

Any weighted voting rights attached to any class of shares in a listed issuer must be
disregarded and must not entitle the beneficiary to more than one vote per share on any
resolution to approve the following matters:

(i) changes to the listed issuer’s constitutional documents, however framed;

(ii) variation of rights attached to any class of shares;

(ii1) the appointment or removal of any independent non-executive director;

(iv) the appointment or removal of auditors; and

(v) the voluntary winding-up of the listed issuer (Rule 8A.24 of the Hong Kong Listing
Rules).

To be approved by Non-class-based Resolution (defined below)

(10)

(11

(12)

(13)

Transfers and other documents relating to or affecting the title to any registered securities
shall be registered and where any fee or fees is/are charged, such fee or fees shall not
exceed the maximum fees prescribed by the Stock Exchange from time to time in the
Listing Rules (paragraph 1(1) of Appendix 3);

Fully-paid shares shall be free from any restriction on the right of transfer (except when
permitted by the Stock Exchange) and shall also be free from all lien (paragraph 1(2) of
Appendix 3);

All certificates for capital must be under seal, which may only be affixed with the
authority of the directors, or be executed under signature of appropriate officials with
statutory authority (paragraph 2(1) of Appendix 3);

Subject to such exceptions specified in the articles of association as the Stock Exchange
may approve, a director shall not vote on any board resolution approving any contract or
arrangement or any other proposal in which he or any of his close associates has a
material interest nor shall he be counted in the quorum present at the meeting (paragraph
4(1) of Appendix 3);
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(14)

(15)

(16)

(17

(18)

(19)

(20)

(21)

Any person appointed by the directors to fill a casual vacancy on or as an addition to the
board shall hold office only until the next following annual general meeting of the issuer,
and shall then be eligible for re-election (paragraph 4(2) of Appendix 3);

Where not otherwise provided by law, the issuer in general meeting shall have power by
ordinary resolution to remove any director (including a managing or other executive
director, but without prejudice to any claim for damages under any contract) before the
expiration of his period of office. The articles of association shall provide that directors
may be removed at any time by ordinary resolution of the members (paragraph 4(3) of
Appendix 3 and paragraph 5(1) of Part B of Appendix 13);

The minimum length of the period, during which notice to the issuer of the intention to
propose a person for election as a director and during which notice to the issuer by such
person of his willingness to be elected may be given, will be at least 7 days. The period
for lodgment of the notices referred to above will commence no earlier than the day after
the despatch of the notice of the meeting appointed for such election and end no later than
7 days prior to the date of such meeting (paragraphs 4(4) and 4(5) of Appendix 3);

A copy of either (i) the directors’ report, accompanied by the balance sheet (including
every document required by law to be annexed thereto) and profit and loss account or
income and expenditure account, or (ii) the summary financial report shall, at least 21
days before the date of the general meeting, be delivered or sent by post to the registered
address of every member (paragraph 5 of Appendix 3);

An overseas issuer whose primary listing is or is to be on the Stock Exchange shall give
notice sufficient to enable members, whose registered addresses are in Hong Kong, to
exercise their rights or comply with the terms of the notice. If the overseas issuer’s
primary listing is on another stock exchange, the Stock Exchange will normally be
satisfied with an undertaking by the issuer to do so and will not normally request the
issuer to change its articles to comply with this paragraph where it would be unreasonable
to do so (paragraph 7(2) of Appendix 3);

Where the issuer has the power to purchase for redemption a redeemable share:- (1)
purchases not made through the market or by tender shall be limited to a maximum price;
and (2) if purchases are by tender, tenders shall be available to all shareholders alike
(paragraph 8 of Appendix 3);

Where the equity capital includes shares with different voting rights, the designation of
each class of shares, other than those with the most favorable voting rights, must include

the words “restricted voting” or “limited voting” (paragraph 10(2) of Appendix 3);

Where provision is made in the articles as to the form of proxy, this must be so worded
as not to preclude the use of the two-way form (paragraph 11(1) of Appendix 3);
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(22)

(23)

(24)

(25)

(26)

(27)

Where any shareholder is, under the Hong Kong Listing Rules, required to abstain from
voting on any particular resolution or restricted to voting only for or only against any
particular resolution, any votes cast by or on behalf of such shareholder in contravention
of such requirement or restriction shall not be counted (paragraph 14 of Appendix 3);

To the extent that the same is permissible under Cayman Islands law, the memorandum
and articles of association must stipulate that they may not be changed without a special
resolution, and the articles of association shall define “special resolution” to mean a
resolution passed by members holding three-fourths of the voting rights of those present
and voting in person or by proxy at a meeting of members (paragraph 1 of Part B of
Appendix 13);

The articles of association shall stipulate that any annual general meeting must be called
by notice of at least 21 days, and that any other general meeting (including an
extraordinary general meeting) must be called by notice of at least 14 days. The articles
of association shall stipulate that the notice convening a meeting shall contain particulars
of the resolutions to be considered at that meeting.

Note: The articles of association may provide that issuers may convene a general meeting
on shorter notice than required under this provision or the companies’ articles of
association if it is agreed:

(a) in the case of an annual general meeting, by all the members entitled to attend and
vote at the meeting; and

(b) in any other case, by a majority in number of the members having the right to attend
and vote at the meeting, being a majority together representing at least 95% of the
total voting rights at the meeting of all the members. (paragraph 3(1) of Part B of
Appendix 13);

The articles of association shall provide for the branch register of members in Hong Kong
to be open for inspection by members but may permit the company to close the register
in terms equivalent to section 632 of the Companies Ordinance (paragraph 3(2) of Part B
of Appendix 13);

The articles of association shall require an annual general meeting to be held in each year
and shall provide that the audited accounts shall be sent to members at the same time as
the notice of annual general meeting (paragraph 3(3) of Part B of Appendix 13);

The articles of association shall require the issuer to keep proper books of account

necessary to give a true and fair view of the issuer’s affairs (paragraph 4(1) of Part B of
Appendix 13);
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(28)

(29)

(30)

(€2Y)

(32)

The articles of association shall provide that accounts shall be audited and shall be laid
before members at the annual general meeting which must be held in each year; not more
than 15 months (or such longer period as the Hong Kong Stock Exchange may authorize)
may elapse between the date of one annual general meeting and the next (paragraph 4(2)
of Part B of Appendix 13);

The articles of association shall restrict the making of loans to directors and their close
associates and shall import provisions at least equivalent to the provisions of Hong Kong
law prevailing at the time of the adoption of the articles of association (paragraph 5(2) of
Part B of Appendix 13);

The articles of association shall contain provisions requiring the directors to declare their
material interests in any contracts with the issuer at the earliest meeting of the board of
directors of the issuer at which it is practicable for them to do so either specifically or by
way of a general notice stating that, by reason of facts specified in the notice, they are
to be regarded as interested in any contracts of a specified description which may
subsequently be made by the issuer (paragraph 5(3) of Part B of Appendix 13);

The articles of association shall stipulate that the issuer in general meeting must approve
the payment to any director or past director of any sum by way of compensation for loss
of office or as consideration or in connection with his retirement from office (not being
a payment to which the director is contractually entitled) (paragraph 5(4) of Part B of
Appendix 13);

The role of an independent non-executive director of a listed issuer with a WVR structure
must include but is not limited to the functions described in Code provisions A.6.2, A.6.7
and A.6.8 of Appendix 14 to the Hong Kong Listing Rules:

(i) participating in board meetings to bring an independent judgment to bear on issues
of strategy, policy, performance, accountability, resources, key appointments and
standards of conduct;

(i1) taking the lead where potential conflicts of interests arise;

(iii) serving on the audit, compensation, nomination and other governance committees,
if invited; and

(iv) scrutinizing the issuer’s performance in achieving agreed corporate goals and
objectives, and monitoring performance reporting;

Independent non-executive directors and other non-executive directors, as equal board
members, shall give the board and any committees on which they serve the benefit of their
skills, expertise and varied backgrounds and qualifications through regular attendance
and active participation. Generally, they should also attend general meetings to gain and
develop a balanced understanding of the views of the shareholders; and
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(33)

Independent non-executive directors and other non-executive directors should make a
positive contribution to the development of the issuer’s strategy and policies through
independent, constructive and informed comments (Rule 8 A.26 of the Hong Kong Listing
Rules).

Issuers with a WVR structure must establish a nomination committee that complies with
Section A5 of Appendix 14 of these Hong Kong Listing Rules:

(i) review the structure, size and composition (including the skills, knowledge and
experience) of the board at least annually and make recommendations on any
proposed changes to the board to complement the issuer’s corporate strategy;

(i1) 1identify individuals suitably qualified to become board members and select or make
recommendations to the board on the selection of individuals nominated for
directorships;

(ii1) assess the independence of independent non-executive directors; and

(iv) make recommendations to the board on the appointment or re-appointment of
directors and succession planning for directors, in particular the chairman and the
chief executive.

The nomination committee should make available its terms of reference explaining its
role and the authority delegated to it by the board by including them on the Hong Kong
Stock Exchange’s website and the issuer’s website.

Issuers should provide the nomination committee sufficient resources to perform its
duties. Where necessary, the nomination committee should seek independent professional
advice, at the issuer’s expense, to perform its responsibilities.

Where the board proposes a resolution to elect an individual as an independent non-
executive director at the general meeting, it should set out in the circular to shareholders

and/or explanatory statement accompanying the notice of the relevant general meeting:

(i) the process used for identifying the individual and why the board believes the
individual should be elected and the reasons why it considers the individual to be
independent;

(i1) if the proposed independent non-executive director will be holding their seventh (or
more) listed company directorship, why the board believes the individual would still

be able to devote sufficient time to the board;

(ii1) the perspectives, skills and experience that the individual can bring to the board; and
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(iv)

(34) The

how the individual contributes to diversity of the board (Rule 8A.27 of the Hong
Kong Listing Rules);

nomination committee established under rule 8A.27 must be chaired by an

independent non-executive director. (Rules 8A.28 of the Hong Kong Listing Rules);

(35) The independent non-executive directors of an issuer with a WVR structure must be

subject to retirement by rotation at least once every three years. Independent non-

executive directors are eligible for re-appointment at the end of the three year term (Rule
8A.29 of the Hong Kong Listing Rules);

(36) An issuer with a WVR structure must establish a Corporate Governance Committee with

at least the terms of reference set out in Code Provision D.3.1 of Appendix 14 to the Hong

Kong Listing Rules, and the following additional terms:

(1)

(ii)

(ii)

(iv)

v)

(vi)

(vii)

(viii)

develop and review the issuer’s policies and practices on corporate governance and
make recommendations to the board;

review and monitor the training and continuous professional development of
directors and senior management;

review and monitor the issuer’s policies and practices on compliance with legal and

regulatory requirements;

develop, review and monitor the code of conduct and compliance manual (if any)
applicable to employees and directors;

review the Company’s compliance with the code and disclosure in the Corporate
Governance Report (as defined in the Hong Kong Listing Rules);

to review and monitor whether the Company is operated and managed for the benefit
of all of its shareholders;

to confirm, on an annual basis, that beneficiaries of weighted voting rights have
been members of the listed issuer’s board of directors throughout the year and that
no matters under Rule 8A.17 of the Hong Kong Listing Rules have occurred during
the relevant financial year;

to confirm, on an annual basis, whether or not the beneficiaries of weighted voting

rights have complied with Rules 8A.14, 8A.15, 8A.18 and 8A.24 of the Hong Kong
Listing Rules throughout the year;
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(37)

(38)

(39)

(ix) to review and monitor the management of conflicts of interests and make a
recommendation to the board on any matter where there is a potential conflict of
interest between the issuer, a subsidiary of the issuer and/or shareholders of the
issuer (considered as a group) on the one hand and any beneficiary of weighted
voting rights on the other;

(x) to review and monitor all risks related to the issuer’s WVR structure, including
connected transactions between the issuer and/or a subsidiary of the issuer on one
hand and any beneficiary of weighted voting rights on the other and make a

recommendation to the board on any such transaction;

(xi) to make a recommendation to the board as to the appointment or removal of the
Compliance Adviser (as defined under the Hong Kong Listing Rules);

(xii) to seek to ensure effective and on-going communication between the issuer and its
shareholders, particularly with regards to the requirements of Rule 8A.35 of the
Hong Kong Listing Rules;

(xiii) to report on the work of the nominating and Corporate Governance Committee on
at least a half-yearly and annual basis covering all areas of its terms of reference;
and

(xiv) to disclose, on a comply or explain basis, its recommendations to the board in
respect of matters in sub-paragraphs (ix) to (xi) above in the report referred to in
sub-paragraph (xiii) above (Rule 8A.30 of the Hong Kong Listing Rules);

The Corporate Governance Committee must be comprised entirely of independent
non-executive directors, one of whom must act as the chairman (Rule 8A.31 of the Hong
Kong Listing Rules);

The Corporate Governance Report produced by the a listed issuer with a WVR structure
to comply with Appendix 14 of the Hong Kong Listing Rules must include a summary of
the work of the Corporate Governance Committee, with regards to its terms of reference,
for the accounting period covered by both the half-yearly and annual report and disclose
any significant subsequent events for the period up to the date of publication of the
half-yearly and annual report, to the extent possible. (Rule 8A.32 of the Hong Kong
Listing Rules);

Rule 3A.19 is modified to require an issuer with a WVR structure to appoint a

Compliance Adviser on a permanent basis commencing on the date of the issuer’s initial
listing (Rule 8A.33 of the Hong Kong Listing Rules);
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(40)

(41)

(42)

(43)

(44)

An issuer must consult with, and if necessary, seek advice from its Compliance Adviser,
on a timely and ongoing basis in the circumstances set out in rule 3A.23 and also on any
matters related to:

(1) the WVR structure;

(i1) transactions in which any beneficiary of weighted voting rights in the issuer has an
interest; and

(iii) where there is a potential conflict of interest between the issuer, a subsidiary of the
issuer and/or holders of the issuer (considered as a group) on the one hand and any
beneficiary of weighted voting rights in the issuer on the other (Rule 8A.34 of the
Hong Kong Listing Rules);

An issuer with a WVR structure must comply with Section E “Communication with
Shareholders” of Appendix 14 of the Hong Kong Listing Rules (Rule 8A.35 of the Hong
Kong Listing Rules);

An issuer with a WVR structure must include the warning “A company controlled through
weighted voting rights” on the front page of all its listing documents, periodic financial
reports, circulars, notifications and announcements required by the Hong Kong Listing
Rules, and describe its WVR structure, the issuer’s rationale of such structure and the
associated risks for the members prominently in its listing documents and periodic
financial reports. This warning statement shall inform prospective investors of the
potential risks of investing in an issuer with a WVR structure and that they should make
the decision to invest only after due and careful consideration (Rule 8A.37 of the Hong
Kong Listing Rules);

The documents of or evidencing title for the listed equity securities of an issuer with a
WVR structure must prominently include the warning “A company controlled through

weighted voting rights” (Rule 8A.38 of the Hong Kong Listing Rules);

An issuer with a WVR structure must disclose in its listing documents and its interim and
annual reports:

(i) identify the beneficiaries of weighted voting rights (Rule 8A.39 of the Hong Kong
Listing Rules);

(ii) disclose the impact of a potential conversion of WVR shares into ordinary shares on
its share capital (Rule 8A.40 of the Hong Kong Listing Rules); and

(ii1) disclose all circumstances in which the weighted voting rights attached to the Class
B Ordinary Shares shall cease (Rule 8A.41 of the Hong Kong Listing Rules).
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Under articles 91(b) and (c) of our existing Articles, Amp Lee Ltd., an entity beneficially
owned by Mr. Li, an executive Director and our Founder, is entitled to appoint, remove, and
replace at least one director of the Company as well as to appoint the chairman of the Board,
subject to certain conditions. To comply with Rule 2.03(4) of the Listing Rule, which requires
that all holders of listed securities be treated fairly and equally, the Company will at the First
GM put forth a resolution to remove such special rights of Amp Lee Ltd. from the Articles
(“Termination of Founder Entity’s Special Rights”).

In addition, to further enhance its shareholder protection measures, the Company will at
the First GM propose to its shareholders the following amendments to its Articles: (a) lowering
the quorum of general meeting (which is not a class meeting) from one-third of all votes
attaching to all shares in issue and entitled to vote at such general meeting in the Company as
currently provided for under article 67 in the Company’s Articles to 10% of all votes attaching
to all shares in issue and entitled to vote at such general meeting in the Company (on a one vote
per share basis) (the “Quorum Requirement”); (b) where a general meeting is postponed by
the directors pursuant to article 74 of the existing Articles, requiring such meeting to be
postponed to a specific date, time and place (the “GM Postponement Requirement”); (c)
removing the Directors’ discretion to, for the purpose of variation of rights attached to any
class of shares, treat all the Classes or any two or more Classes as forming one Class if they
consider that all such Classes would be affected in the same way by the proposals under
consideration under article 19 of the existing Articles, as well as the Directors’ powers to
authorize the division of Shares into any number of classes and to determine the relative rights
and obligations as between the different classes and to issue such shares with preferred or other
rights that may be greater than the rights of the Class A Ordinary Shares under article 9 of the
existing Articles as well as making the Directors’ powers to issue preferred shares under article
9 of the existing Articles to be subject to the Articles, compliance with the Listing Rules and
the Takeovers Code and the conditions that (x) no new class of shares with voting rights
superior to those of Class A Ordinary Shares will be created and (y) any variations in the
relative rights as between the different classes will not result in creating new class of shares
with voting rights superior to those of Class A Ordinary Shares (“Amendment of Directors’
Class Right Related Powers”); and (d) changing the power to appoint the auditor of the
Company and fix their remuneration from being that of the Directors to that of the shareholders
at annual general meetings unless such power is delegated to the Directors by the shareholders
at annual general meeting for that year (the “Amendment of Auditor Appointment Powers”,
together with the Amendment of Directors’ Class Right Related Powers, Unmet Listing Rules
Articles Requirements, the Termination of Founder Entity’s Special Rights, the Quorum
Requirement, and the GM Postponement Requirement, the “Unmet Articles Requirements”).

At the First GM, the Company will also propose amendments to the Articles to clarify that
the Company, its shareholders, directors and officers agree to submit to the jurisdiction of the
courts of the Cayman Islands and Hong Kong, to the exclusion of other jurisdictions, to hear,
settle and/or determine any dispute, controversy or claim whether arising out of or in
connection with the Articles or otherwise. For the avoidance of doubt, the applicable rights of
purchasers, holders, and sellers of the Company’s ADSs are not governed by the preceding

sentence but are exclusively governed by the applicable deposit agreement pursuant to which
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the ADSs were issued, regardless of whether their dispute, controversy or claim arises out of
or in connection with the Articles or otherwise (the “Forum Selection Clarification”). For
completeness, the Company, the Depositary and holders and beneficial owners of the ADSs
each agree that, with regard to any claim or dispute or difference of whatever nature between
or involving the parties hereto arising directly or indirectly from the relationship created by the
deposit agreement, the Depositary, in its sole discretion, shall be entitled to refer such dispute
or difference for final settlement by arbitration in accordance with the Commercial Arbitration
Rules of the American Arbitration Association then in force. Judgment upon the award
rendered by the arbitrators may be enforced in any court having jurisdiction thereof. The seat
and place of any reference to arbitration shall be New York City, New York, and the procedural
law of such arbitration shall be New York law. For the avoidance of doubt this does not
preclude holders and beneficial owners of the ADSs from pursuing claims under the Securities
Act or the Exchange Act in federal courts. Holders and beneficial owners of the ADSs each
irrevocably agree that any legal suit, action or proceeding against or involving the Company
or the Depositary, arising out of or based upon the deposit agreement, ADSs, American
Depositary Receipts or the transactions contemplated thereby or by virtue of ownership
thereof, may only be instituted in a state or federal court in New York, New York and
irrevocably submits to the exclusive jurisdiction of such courts in any such suit, action or
proceeding.

As advised by the Company’s legal advisor as to Cayman Islands laws, the incorporation
of the following Unmet Articles Requirements will require (a) approvals of both holders of
Class B Ordinary Shares and holders of Class A Ordinary Shares in separate class meetings at
the First GM in accordance with the Company’s Articles because these requirements would
materially adversely vary the rights attached to Class B Ordinary Shares and Class A Ordinary
Shares respectively: (i) paragraph 2(1) of Part B of Appendix 13 to the Hong Kong Listing
Rules; and (ii) Rules 8A.09, 8A.13, 8A.14, 8A.15, 8A.16, 8A.17, 8A.18(1), 8A.18(2), 8A.19,
8A.22, 8A.23 and 8A.24 of the Hong Kong Listing Rules — a resolution to incorporate these
Unmet Articles Requirements (the “Class-based Resolution”) will need to be approved at the
separate class meetings of holders of Class B Ordinary Shares (the “Class B Meeting”) and of
Class A Ordinary Shares (the “Class A Meeting”). The quorum for the Class B Meeting or
Class A Meeting will be one-third of the nominal or par value amount of the respective issued
Class B Ordinary Shares or Class A Ordinary Shares, respectively, in accordance with article
19 of the Company’s existing Articles. The Class-based Resolution requires approval by a
simple majority of the votes cast by the issued Class B Ordinary Shares and approval by a
simple majority of the votes cast by the issued Class A Ordinary Shares pursuant to article 19
of the Company’s existing Articles.

If the Class-based Resolution is passed at both the Class B Meeting and Class A Meeting,
at the full shareholders’ meeting where all shareholders may vote as a single class (the “Full
Shareholders’ Meeting”), the shareholders will be asked to vote on the Class-based
Resolution and another resolution to incorporate into the Company’s Articles the Unmet
Articles Requirements not covered by the Class-based Resolution and the Forum Selection
Clarification (the “Non-class-based Resolution”). The quorum for the Full Shareholders’
Meeting will be members holding Shares which carry in aggregate (or representing by proxy)
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not less than one-third of all votes attaching to all Shares in issue and entitled to vote present
in person or by proxy pursuant to article 67 of the Company’s existing Articles. At the Full
Shareholders” Meeting, each of the Class-based Resolution and the Non-class-based Resolution
will require approval by not less than two-thirds of the votes cast by such shareholders as,
being entitled to do so, voting in person or by proxy or, in the case of corporations, by their
duly authorized representatives, in accordance with article 162 of the Company’s existing
Articles.

If the Class-based Resolution is not approved at either the Class B Meeting or Class A
Meeting, then the shareholders at the Full Shareholders’ Meeting will only be asked to vote on
the Non-class-based Resolution.

The Company has applied for, and the Hong Kong Stock Exchange has granted, a waiver
from strict compliance with the Unmet Articles Requirements, subject to the conditions that:

(1) at the First GM, the Company will put forth: (i) the Class-based Resolution at the
Class B Meeting and the Class A Meeting; and (ii) the Class-based Resolution (if
adopted at the Class B Meeting and Class A Meeting) and the Non-class-based
Resolution at the Full Shareholders’ Meeting (together, the ‘“Proposed
Resolutions”) to amend its Articles to comply with the Unmet Articles

Requirements;

(2) the WVR Beneficiary will, prior to the Listing, irrevocably undertake to the
Company to be present at the First GM (whether in person or by proxy) and any
general meeting that may be convened after the Listing and before the First GM, and
to vote in favor of the Proposed Resolutions;

(3) if any of the Proposed Resolutions are not passed at the First GM, until they are all
approved by the shareholders, the Company will irrevocably undertake to the Stock
Exchange to put forth the Proposed Resolutions that have not been passed at each
subsequent annual general meeting, and the WVR Beneficiary will, prior to the
Listing, irrevocably undertake to the Company to continue to be present (whether in
person or by proxy) and vote in favor of such Proposed Resolutions at each
subsequent general meeting at which the Company puts forth such Proposed
Resolutions until all Proposed Resolutions are approved by the shareholders. The
WVR Beneficiary will further undertake to the Company to be present at any general
meeting after the Listing until all Proposed Resolutions are approved by
shareholders;

(4) each of Inspired Elite Investments Limited (a wholly-owned subsidiary of Meituan),
Mr. Shen Yanan, Mr. Li Tie and Mr. Fan Zheng and Mr. Wang Xing (together, the
“Undertaking Shareholders”) will, prior to the Listing, irrevocably undertake to
the Company to, and if any Class A Ordinary Share is held by intermediaries held
or controlled by him, procure such intermediaries to be present at the Class A
Meeting and the Full Shareholders’ Meeting (whether in person or by proxy) and to
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(5)

(6)

vote in favor of the Proposed Resolutions and that, if any of the Proposed
Resolutions are not passed at the First GM, until they are all approved, it or he or
the said intermediaries will continue to attend (whether in person or by proxy) each
subsequent class meeting of the holders of the Class A Ordinary Shares and general
meeting at which the Company puts forth the Proposed Resolutions and vote in favor
of such Proposed Resolutions;

the Company will issue a press release announcing its support publicly for the
Proposed Resolutions each year after the Listing until all the Proposed Resolutions

are adopted;

the Company, the WVR Beneficiary and each of the other Directors in their
individual capacity as a Director of the Company will, prior to the Listing,
irrevocably undertake to the Stock Exchange that it will comply with the Unmet
Listing Rules Articles Requirements, the Termination of Founder Entity’s Special
Rights, the GM Postponement Requirement, the Amendment of Directors’ Class
Right Related Powers, the Amendment of Auditor Appointment Powers and the
Forum Selection Clarification in full (the “Undertaking for Interim Compliance”)
upon the Listing and before its existing Articles are formally amended to incorporate
the Unmet Articles Requirements, except for:

. paragraph 2(1) of Part B of Appendix 13 such that, prior to the Company’s
Articles being amended, the threshold for passing a resolution in a separate
class meeting will be approval by a simple majority of the votes cast by the
issued shares of that class pursuant to article 19 of the Company’s existing
Articles;

. Rules 8A.24(1) and (2) such that, prior to the Company’s Articles being
amended, weighted voting rights will apply in connection with passing the
Proposed Resolutions; and

. paragraph 1 of Part B of Appendix 13 such that, prior to the Company’s
Articles being amended, the threshold for passing a special resolution for
amendments to the Company’s Articles will be approval by members holding
not less than two-thirds of the voting rights of those present and voting in
person or by proxy at the general meeting in accordance with article 162 of the
Company’s existing Articles.

For the avoidance of doubt, the above exceptions are only applicable to the passing
of the Proposed Resolutions, and the Company shall irrevocably undertake to the
Stock Exchange to comply with paragraphs 1 and 2(1) of Part B of Appendix 13 and
Rules 8A.24(1) and (2) for passing any resolution at a separate class meeting and

any special resolution after the Listing (other than the Proposed Resolutions) under

~ 149 -



WAIVERS AND EXEMPTIONS

)

the Undertaking for Interim Compliance, and if any of the Class-based Resolution
is not passed at the First GM, the Undertaking for Interim Compliance will remain
valid until the Class-based Resolution is passed;

the WVR Beneficiary will, prior to the Listing, irrevocably undertake to the
Company and the Stock Exchange that:

. he will procure the Company to give effect to the Undertaking for Interim
Compliance upon the Listing and before its existing Articles are formally

amended;

. in the event any Class B Ordinary Share is to be transferred to an affiliate (as
defined in the Articles) of the WVR Beneficiary that is not a director holding
vehicle after the Listing but before the existing Articles are formally amended,
he will convert such Class B Ordinary Shares into Class A Ordinary Shares by
delivering a written notice to the Company in accordance with the Articles and
only transfer the resultant Class A Ordinary Shares to such Affiliate;

. after the Listing but before the existing Articles are formally amended, he will
not effect any change in his holding structure of any Class B Ordinary Shares

unless and until the Stock Exchange has approved such change; and

. he will procure Amp Lee Ltd. to, prior to the Listing, deliver a written
conversion notice to the Company in accordance with article 13 of the existing
Articles that all of the Class B Ordinary Shares it holds shall be converted to
Class A Ordinary Shares on a one-for-one basis immediately upon any event
listed in Rule 8A.17 of the Listing Rules occurring after the Listing and before
the Articles are formally amended; such conversion notice shall expire
immediately upon the Articles are formally amended;

A director holding vehicle, for the purpose of the above paragraph, means (a) a
partnership of which the WVR Beneficiary is a partner and the terms of which must
expressly specify that the voting rights attached to any and all of the Class B
Ordinary Shares held by such partnership are solely dictated by the WVR
Beneficiary; (b) a trust of which the WVR Beneficiary is a beneficiary and that
meets the following conditions: (i) the WVR Beneficiary must in substance retain an
element of control of the trust and any immediate holding companies of, or, if not
permitted in the relevant tax jurisdiction, retain a beneficial interest in any and all
of the Class B Ordinary Shares held by such trust; and (ii) the purpose of the trust
must be for estate planning and/or tax planning purposes; or (c) a private company
or other vehicle wholly-owned and wholly controlled by the WVR Beneficiary or by
a trust referred to in paragraph (b) above;
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(8) if any holders of any ADSs fail to give valid or timely voting instructions to the
Depositary with respect of the Proposed Resolutions, the Company will exercise any
discretionary proxy it may have under the deposit agreement for the ADSs to vote
the underlying Ordinary Class A Shares represented by such ADSs in favor of the
Proposed Resolutions at any general meetings; and

(9) the Company remains listed on the Nasdagq.

The Company’s legal advisor as to the laws of the Cayman Islands confirms that the
Undertaking for Interim Compliance will not violate the laws and regulations of the Cayman
Islands, and the Company confirms that, having consulted its other legal advisors, the
Undertaking for Interim Compliance will also not violate other laws and regulations applicable
to the Company.

The WVR Beneficiary acknowledged and agreed that our Shareholders may rely on the
WVR Beneficiary’s undertakings described in paragraphs (2), (3) and (7) above (the “WVR
Beneficiary’s Articles Undertaking”) in acquiring and holding their Shares and that such
undertakings are intended to confer a benefit on the Company and all existing and future
Shareholders and may be enforced by the Company and/or any such Shareholder against the
WYVR Beneficiary.

The WVR Beneficiary’s Articles Undertaking shall automatically terminate upon the
earliest of (i) the proposed amendments to the Articles described in this sub-section headed
“Waivers and Exemptions—Requirements relating to the Articles of Association of the
Company” have become effective, (ii) the date of delisting of the Company from the Stock
Exchange; and (iii) the date on which the WVR Beneficiary ceases to be a beneficiary of
weighted voting rights in the Company. For the avoidance of doubt, the termination of the
Beneficiary’s Articles Undertaking shall not affect any rights, remedies, obligations or
liabilities of the Company and/or any Shareholder and/or the WVR Beneficiary himself that
have accrued up to the date of termination, including the right to claim damages and/or apply
for any injunction in respect of any breach of the WVR Beneficiary’s Articles Undertaking
which existed at or before the date of termination. The WVR Beneficiary’s Articles
Undertaking shall be governed by the laws of the Hong Kong and all matters, claims or
disputes arising out of the WVR Beneficiary’s Articles Undertaking shall be subject to the

exclusive jurisdiction of the courts of Hong Kong.

Assuming the Over-allotment Option is not exercised, no further Shares are issued under
the Share Incentive Plans or pursuant to the conversion of the 2028 Notes, and without taking
into account the voting rights attached to the 32,957,578 Class A Ordinary Shares (as of the
Latest Practicable Date) issued to the Depositary for bulk issuance of ADSs reserved for future
issuances upon the exercise or vesting of awards granted under the Share Incentive Plans, the
WVR Beneficiary and the Undertaking Shareholders will, immediately upon the Listing,
beneficially own 355,812,080 Class B Ordinary Shares and 108,557,400 CEO Award Shares
(which are Class A Ordinary Shares with one vote per share) and 507,786,946 Class A Ordinary
Shares (including any Class A Ordinary Shares underlying any ADSs they held) respectively,
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representing in aggregate (a) 36.34% of the total issued Class A Ordinary Shares and 32.67%
of the total voting rights of the Class A Ordinary Shares voting as a separate class (without
taking into account the voting rights of the CEO Award Shares assuming none of the
Performance Conditions is met and no Award Premium is paid), (b) 100% of the total issued
Class B Ordinary Shares and 100% of the total voting rights of the Class B Ordinary Shares
voting as a separate class, and (c) approximately 79.53% of the voting rights in the Company
(on weighted voting rights basis); and the Depositary will, immediately upon the Listing, hold
828,828,284 Class A Ordinary Shares underlying the ADSs (excluding those represented by the
ADSs held by the Undertaking Shareholders which have already been counted in the
foregoing), representing (x) 48.87% of the total issued Class A Ordinary Shares and 51.20% of
the total voting rights of the Class A Ordinary Shares voting as a separate class (without taking
into account the voting rights of the CEO Award Shares assuming none of the Performance
Conditions is met and no Award Premium is paid) and (y) approximately 15.57% of the voting
rights in the Company (on weighted voting rights basis, without taking into account the voting
rights of the CEO Award Shares assuming none of the Performance Conditions is met and no

Award Premium is paid).

Accordingly, the undertakings of the WVR Beneficiary and the Undertaking Shareholders
to be present at the First GM (whether in person or by proxy) as well as the Company’s
undertaking to exercise any discretionary proxy it may have under the deposit agreement to
vote the underlying Ordinary Class A Shares of the relevant ADSs in favor of the Proposed
Resolutions at any general meeting will be able to ensure a quorum at the Class A Meeting, the
Class B Meeting and the Full Shareholders’ Meeting. However, despite the undertakings of the
WVR Beneficiary and the Undertaking Shareholders to vote in favor of the Proposed
Resolutions as well as the Company’s undertaking to exercise any discretionary proxy it may
have under the deposit agreement to vote the underlying Ordinary Class A Shares of the
relevant ADSs in favor of the Proposed Resolutions at any general meeting will ensure that
they will be adopted at the Class B Meeting and the Full Shareholders’ Meeting, there is no
guarantee that the Class-based Resolution will be passed at the Class A Meeting. As the
Company has not, since its listing on the Nasdaq, held a general meeting, it is uncertain as to
whether the Class-based Resolution will be approved with sufficient support from the
Company’s shareholders at the Class A Meeting.

For the avoidance of doubt, even though article 19 of the existing Articles provides that
the rights attached to any such class of Shares may, subject to any rights or restrictions for the
time being attached to any class of Shares, only be materially adversely varied either (a) with
the consent in writing of the holders of fifty percent of all of the issued Shares of that class
or (b) with the sanction of an ordinary resolution passed at a separate meeting of the holders
of the Shares of that class, the Company expects to adopt the approach in (b) rather than in (a)
to seek the relevant shareholders’ approval for the Class-based Resolutions at a general
meeting. Also, even though under the existing Articles a special resolution can be (x) passed
by not less than two-thirds of the votes cast by such shareholders as, being entitled to do so,
vote in person or, where proxies are allowed, by proxy, or, in the case of corporations, by their
duly authorized representatives, at a general meeting of the Company, or (y) approved in
writing by all of the shareholders entitled to vote at a general meeting of the Company in one
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or more instruments each signed by one or more of the shareholders, the Company expects to
adopt the approach in (x) rather than in (y) to seek the shareholders’ approval for the
Class-based Resolution and the Non-class-based Resolution at a general meeting. This is
because, as a public company, it would involve heavy administrative work for the Company
and will be practically impossible for the Company to collect written consents from a
sufficiently large number of its public shareholders.

After the Listing, the Company will in its annual reports confirm whether it has, in the
preceding financial year, complied with the Corporate Governance Code set out in Appendix
14 to the Hong Kong Listing Rules to the extent required by Chapter 8A of the Hong Kong
Listing Rules.

In the event of any failure to adhere to the requirements of Chapter 8A of the Listing
Rules as determined by the Stock Exchange, the Stock Exchange may, as it considers necessary
for the protection of the investors or the maintenance of an orderly market and in addition to
any other action that the Stock Exchange considers appropriate under the Listing Rules,
exercise absolute discretion to:

(1) direct a trading halt or suspend dealings of any securities of the Company or cancel
the listing of any securities of the Company as set out in Rule 6.01 of the Listing

Rules;

(2) 1impose the disciplinary sanctions set out in Rule 2A.09 of the Listing Rules against
the parties set out in Rule 2A.10 of the Listing Rules;

(3) withhold (a) approval for an application for the listing of securities; and/or (b)
clearance for the issuance of a circular to the Company’s shareholders unless and
until all necessary steps have been taken to address the non-compliance as directed
by the Stock Exchange to its satisfaction.

USE OF U.S. GAAP

Rules 4.10 and 4.11 of, and note 2.1 to paragraph 2 of the Appendix 16 to, the Listing
Rules require the Company to prepare its financial statements in the prospectus and the
subsequent financial reports issued after listing to be in conformity with: (a) Hong Kong
Financial Reporting Standards (“HKFRS”); (b) IFRS; or (c) China Accounting Standards for
Business Enterprises in the case of companies incorporated in China. Rule 19.12 requires an
accountant’s report of an overseas issuer to have been audited to a standard comparable to that
required in Hong Kong. Rule 19.14 states that where the Stock Exchange allows a report to be
drawn up otherwise than in conformity with HKFRS or IFRS, the report will be required to
conform with accounting standards acceptable to the Stock Exchange. In such cases, the Stock
Exchange will normally require the report to contain a statement of the financial effect of the

material differences (if any) from either of the above accounting standards.

- 153 -



WAIVERS AND EXEMPTIONS

As a company listed on the Nasdaq, the Company uses Generally Accepted Accounting
Principles in the U.S., or the U.S. GAAP, and corresponding audit standards for the filing of
its financial statements with the SEC as determined by the United States Public Company
Accounting Oversight Board. U.S. GAAP is well recognized and accepted by the international
investment community, particularly among technology companies, and significant progress has
been made in the convergence between U.S. GAAP and IFRS. Additionally, we note that it
might lead to confusion among the Company’s investors and shareholders if the Company was
required to adopt different accounting standards for its disclosures in Hong Kong from those
in the U.S. Aligning the accountings standards used for disclosures in both markets will

alleviate any such confusion.

Our Company has applied to the Hong Kong Stock Exchange for, and the Stock Exchange
has granted, a waiver from strict compliance with the requirements of Rules 4.10 and 4.11 of,
and note 2.1 to paragraph 2 of the Appendix 16 to, the Listing Rules to allow the financial
statements and accountants’ report in the listing document to be prepared based on U.S. GAAP,
subject to the following conditions:

(a) the Company will include (i) a description of the relevant key differences between
U.S. GAAP and IFRS; and (ii) a statement showing the financial effect of any
material differences between the financial statements during the track record period
prepared using U.S. GAAP and IFRS (“Reconciliation Statement”) in the
accountants’ report with a view to enabling investors to appraise the impact of the
two accounting standards on the Company’s financial statements; such
Reconciliation Statement is audited by external accountants;

(b) the Company will include a similar Reconciliation Statement mentioned in
paragraph (a) above for its interim and annual reports issued after its Listing on the
Stock Exchange; such Reconciliation Statements in its annual reports will be audited
by external accountants and the Reconciliation Statements in its interim reports will
be reviewed by its external accountant in accordance with a standard that is at least
equivalent to International Standard on Assurance Engagements 3000 or Hong Kong
Standard on Assurance Engagements 3000;

(c) the Company will comply with Rules 4.08, 19.12, 19.14 and note 2.6 of paragraph
2 of Appendix 16 to the Listing Rules;

(d) the Company will use Hong Kong Financial Reporting Standards or IFRS in the
preparation of the Company’s financial statements in the event that the Company is
no longer listed in the U.S. or has no obligation to make financial disclosure in the
U.S.; and

(e) this waiver request will not be applied generally and is based on the specific
circumstances of the Company.
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DEALINGS IN SHARES PRIOR TO LISTING

According to Rule 9.09(b) of the Hong Kong Listing Rules, there must be no dealing in
the securities of a new applicant for which listing is sought by any core connected person of
the issuer from four clear business days before the expected hearing date until listing is granted
(the “Relevant Period”).

The Company had over 60 subsidiaries and Consolidated Affiliated Entities as of March
31,2021, and its ADSs are widely held, publicly traded and listed on the Nasdaq. The Company
considers that it is therefore not in a position to control the investment decisions of its
shareholders or the investing public in the U.S.

Solely based on public filings with the SEC as of the Latest Practicable Date, other than
Mr. Li Xiang (the Company’s Controlling Shareholder and an executive Director), holding
Shares of the Company through a number of intermediaries companies, there were no
shareholders who controlled more than 10% of the voting rights of the Company.

For a company whose securities are listed and traded in the U.S., the Company notes that
it is a common practice for substantial shareholders and corporate insiders, including directors,
executives and other members of management, to set up trading plans that meet the
requirements of Rule 10b5-1 under the U.S. Exchange Act (the “Rule 10b5-1 Plan(s)”) to buy
or sell the company’s securities. A Rule 10b5-1 Plan is a written plan, set up with a broker, to
trade securities that (a) is entered into at a time when the person trading the securities is not
aware of any material non-public information; (b) specifies the amount of securities to be
purchased or sold and the price at which and the date on which the securities were to be
purchased or sold; and (c) does not allow the person trading the securities to exercise any
subsequent influence over how, when, or whether to effect purchases or sales. Persons who
trade securities pursuant to a Rule 10b5-1 Plan have an affirmative defense against insider
trading allegations under U.S. securities law.

On the basis of the above, the Company considers that the following categories of persons
(collectively, the “Permitted Persons”) should not be subject to the dealing restrictions set out
in Rule 9.09(b) of the Hong Kong Listing Rules:

(a) Mr. Li Xiang, the Company’s Controlling Shareholder, Founder, Chairman of the
Board and Chief Executive Officer, in respect of his dealings pursuant to any Rule
10b5-1 Plans that have been set up prior to the Relevant Period (“Category 17);

(b) the Company’s Directors other than Mr. Li Xiang, and the directors and chief
executives of its significant subsidiaries and Consolidated Affiliated Entities (that
are, subsidiaries and Consolidated Affiliated Entities that are not “insignificant
subsidiaries” as defined under the Listing Rules, “Significant Subsidiaries”), in
respect of (i) their respective use of the Shares as security (including, for the
avoidance of doubt, using their respective shares as security in connection with
entering into financing transactions during the Relevant Period as well as satisfying
any requirements to top-up security under the terms of financing transactions
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(c)

(d)

entered into prior to the Relevant Period), provided that there will be no change in
the beneficial ownership of the Shares at the time of entering into any such
transactions during the Relevant Period and (ii) their respective dealings pursuant to
Rule 10b5-1 Plans that have been set up prior to the Relevant Period (“Category
27);

directors, chief executives and substantial shareholders of the Company’s
insignificant subsidiaries (as defined under the Listing Rules) and their close
associates (“Category 3”); and

any other person (whether or not an existing Shareholder) who may, as a result of
dealings, become the Company’s substantial shareholder and who is not its director
or chief executive, or a director or chief executive of the Company’s subsidiaries and
Consolidated Affiliated Entities, or their close associates (“Category 4”).

For the avoidance of doubt:

(a)

(b)

as the foreclosure, enforcement or exercise of other rights by the lenders in respect
of a security interest over the Shares (including, for the avoidance of doubt, any
security interest created pursuant to any top-up of security) will be subject to the
terms of the financing transaction underlying such security and not within the
control of the pledgor, any change in the beneficial owner of the Shares during the
Relevant Period resulting from the foreclosure, enforcement or exercise of other
rights by the lenders in respect of such security interest will not be subject to Rule
9.09(b) of the Hong Kong Listing Rules; and

persons in Category 1 and Category 2 who (i) use their respective Shares other than
as described in this section headed “Dealings in Shares prior to Listing” or (ii) who
are not dealing in the Company’s securities according to Rule 10b5-1 Plans set up
before the Relevant Period are subject to the restrictions under Rule 9.09(b) of the
Hong Kong Listing Rules.

We have applied for, and the Hong Kong Stock Exchange has granted, a waiver from strict

compliance with Rule 9.09(b) of the Hong Kong Listing Rules to be granted on the following

conditions:

(a)

Categories 1 and 2 of the Permitted Persons who entered into Rule 10b5-1 Plans
have no discretion over dealings in the Company’s ADSs after the plans have been
entered into. Where Category 2 of the Permitted Persons use the Shares as security,
other than those set out in the waiver above, there will be no change in the beneficial
ownership of the Shares at the time of entering into the relevant transactions during
the Relevant Period;
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(b) Categories 3 and 4 of the Permitted Persons do not have any influence over the
Global Offering and do not possess any non-public inside information of the
Company given that such persons are not in a position with access to information
that is considered material to the Company taken as a whole. Given the large number
of the Company’s subsidiaries and Consolidated Affiliated Entities and its vast ADS
holder base, the Company and its management do not have effective control over the
investment decisions of Categories 3 and 4 of the Permitted Persons in its ADSs;

(c) the Company will promptly release any inside information to the public in the
United States and Hong Kong in accordance with the relevant laws and regulations
of the U.S. and Hong Kong. Accordingly, the Permitted Persons (other than
Category 1 and Category 2 persons) are not in possession of any non-public inside
information of which the Company is aware and will not have any influence over the
Global Offering;

(d) the Company will notify the Hong Kong Stock Exchange of any breaches of the
dealing restrictions by any of its core connected persons during the Relevant Period
when it becomes aware of the same other than dealings by the core connected
persons who are Permitted Persons within the permitted scopes set out above; and

(e) prior to the Listing Date, other than within the permitted scopes set out above, the
Company’s directors and chief executive and the directors and chief executives of
its Significant Subsidiaries and their close associates will not deal in the Shares or
the ADSs during the Relevant Period provided that such prohibited dealing in the
Shares shall not include the granting, vesting, payment or exercise (as applicable) of
incentive and non-statutory options, restricted shares, dividend equivalents, and
share payments under the Group’s share incentive plans.

The Company believes that the circumstances relating to this waiver align with those set
out in the Hong Kong Stock Exchange’s Guidance Letter HKEX-GL42-12 and the grant of this
waiver will not prejudice the interests of potential investors.

SUBSCRIPTION FOR SHARES BY EXISTING SHAREHOLDERS

Rule 2.03(2) of the Hong Kong Listing Rules provides that the issue and marketing of
securities should be conducted in a fair and orderly manner.

Rule 10.04 of the Hong Kong Listing Rules requires that existing shareholders may only
subscribe for or purchase any securities for which listing is sought that are being marketed by
or on behalf of a new applicant either in his or its own name or through nominees if the
conditions in Rule 10.03 of the Hong Kong Listing Rules are fulfilled. Paragraph 5(2) of
Appendix 6 to the Hong Kong Listing Rules states that, without the prior written consent of
the Hong Kong Stock Exchange, no allocations will be permitted to be made to directors,
existing shareholders of a listing applicant or their close associates, unless the conditions set
out in Rules 10.03 and 10.04 are fulfilled.
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The conditions in Rules 10.03(1) and (2) of the Hong Kong Listing Rules are as follows:

(a) that no securities are offered to the purchasers on a preferential basis and no
preferential treatment is given to them in the allocation of the securities; and

(b) that the minimum prescribed percentage of public shareholders required by Rule
8.08(1) of the Hong Kong Listing Rules is achieved.

The Hong Kong Stock Exchange’s Guidance Letter HKEX-GL85-16 provides that the
Hong Kong Stock Exchange will consider granting a waiver from Rule 10.04 and consent
pursuant to paragraph 5(2) of Appendix 6 to the Hong Kong Listing Rules allowing an
applicant’s existing shareholders or their close associates to participate in an initial public
offering if any actual or perceived preferential treatment arising from their ability to influence
the applicant during the allocation process can be addressed.

The Company has been listed on the Nasdaq since July 2020 and has a wide and diverse
shareholder base. There is a robust level of trade in the Company’s securities, with significant
daily trading volume resulting in daily changes to its existing shareholders. The Company is
not in a position to prevent any person or entity from acquiring its listed securities prior to the
allocation of shares in connection with the Global Offering. It would therefore be unduly
burdensome for the Company to seek the prior consent of the Hong Kong Stock Exchange for
each of its existing shareholders or their close associates who subscribe for Offer Shares in the
Global Offering.

The Company confirms that any person (whether or not an existing Shareholder of the
Company) who may, as a result of dealings, become the Company’s Shareholder and who is not
a director or chief executive of the Company or its subsidiaries and Consolidated Affiliated
Entities, or any of their close associates (the “Permitted Existing Shareholders”), has no
influence over the Global Offering and is not in possession of any non-public inside
information and are effectively in the same position as any other public investors of the
Company.

Solely based on public filings with the SEC available as of December 31, 2020, other than
Inspired Elite Investments Limited (a wholly-owned subsidiary of Meituan), the Company had
no shareholder who was not a director and who controlled 5% or more of the Company’s voting
rights.

The Company has applied for, and the Hong Kong Stock Exchange has granted, a waiver
from strict compliance with the requirements of Rule 10.04 and Paragraph 5(2) of Appendix
6 to the Hong Kong Listing Rules in respect of the restriction on each Permitted Existing
Shareholder, subject to the following conditions:

(a) each Permitted Existing Shareholder is interested in less than 5% of the Company’s
voting rights immediately before the Listing;
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(b)

(©

(d)

(e

¢9)

(2)

each Permitted Existing Shareholder is neither a director nor member of the senior
management of the Company or its subsidiaries and Consolidated Affiliated Entities
or any of their close associates;

the Permitted Existing Shareholders do not have the power to appoint directors of,
or any other special rights in, the Company;

the Permitted Existing Shareholders do not have influence over the offering process
and will be treated the same as other applicants and placees in the Global Offering;

the Permitted Existing Shareholders will be subject to the same book-building and
allocation process as other investors in the Global Offering;

no preferential treatment will be given to the Permitted Existing Shareholders in the
allocation process by virtue of their relationship with the Company. Each of the
Company, the Joint Bookrunners and the Joint Sponsors (based on its discussions
with the Company, the Joint Bookrunners and the Joint Sponsors and the
confirmations required to be submitted to the Stock Exchange by the Company, the
Joint Bookrunners and the Joint Sponsors), will or have confirmed to the Stock
Exchange in writing that, to the best of its knowledge and belief, that no preferential
treatment has been, nor will be, given to the Permitted Existing Shareholders as a
placee in the International Offering by virtue of their relationship with the
Company; and

the minimum prescribed percentage of public shareholders required by Rule 8.08(1)
of the Listing Rules is achieved.

The Company expects to satisfy all the conditions set out in paragraph 4.20 of Guidance

Letter HKEX-GL85-16 so that no actual or perceived preference will be given to the Permitted

Existing Shareholders due to their existing shareholdings in the Company.

Allocation to the Permitted Existing Shareholders will not be disclosed in the Company’s

allotment results announcement (other than to the extent that such Permitted Existing

Shareholders subscribe for shares as cornerstone investors) unless such Permitted Existing

Shareholders are interested in 5% or more of the issued share capital of the Company after the

Global Offering as disclosed in any public filings with the SEC, as it would be unduly

burdensome for the Company to disclose such information given that there is no requirement

to disclose interests in equity securities under the U.S. Exchange Act unless the beneficial

ownership of such person (including directors and officers of the company concerned) reaches

more than 5% of equity securities registered under Section 12 of the U.S. Exchange Act.
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WAIVER AND EXEMPTION IN RELATION TO THE 2019 PLAN AND 2020 PLAN

The Listing Rules and the Companies (Winding Up and Miscellaneous Provisions)
Ordinance prescribes certain disclosure requirements in relation to the share options granted by
the Company (the “Share Option Disclosure Requirements”):

(a) Rule 17.02(1)(b) of the Listing Rules stipulates that all the terms of a scheme must
be clearly set out in this prospectus. The Company is also required to disclose in this
prospectus full details of all outstanding options and their potential dilution effect
on the shareholdings upon listing as well as the impact on the earnings per share
arising from the exercise of such outstanding options.

(b) Paragraph 27 of Appendix 1A to the Listing Rules requires the Company to set out
in this prospectus particulars of any capital of any member of the Group that is under
option, or agreed conditionally or unconditionally to be put under option, including
the consideration for which the option was or will be granted and the price and
duration of the option, and the name and address of the grantee.

(c) Under paragraph 10 of Part I of the Third Schedule to the Companies (Winding Up
and Miscellaneous Provisions) Ordinance, the number, description and amount of
any shares in or debentures of the company which any person has, or is entitled to
be given, an option to subscribe for, together with the particulars of the option, that
is to say, (a) the period during which it is exercisable; (b) the price to be paid for
shares or debentures subscribed for under it; (c) the consideration (if any) given or
to be given for it or for the right to it; and (d) the names and addresses of the persons
to whom it or the right to it was given or, if given to existing shareholders or
debenture holders as such, the relevant shares or debentures must be specified in the

prospectus.

As of the Latest Practicable Date, our Company had granted outstanding options under the
2019 Plan and the 2020 Plan (the “Relevant Plans™) to 2,107 grantees (including Directors and
senior management of the Company and other employees of our Group), to subscribe for an
aggregate of 91,177,078 Class A Ordinary Shares. As of the Latest Practicable Date, among the
outstanding options, 27,000,000 were held by Directors, 12,000,000 were held by members of
the senior management of the Company (who are not Directors) and 52,177,078 were held by
employees of our Group (who are not Directors, members of senior management or connected
persons of the Company). The Class A Ordinary Shares underlying the granted options
represent approximately 4.44% of the total number of Shares in issue immediately after
completion of the Global Offering (assuming the Over-allotment Option is not exercised and
no further Shares are issued under the Share Incentive Plans or pursuant to the conversion of
the 2028 Notes). No further options will be granted pursuant to the Relevant Plans between the
Latest Practicable Date and the Listing. For further details of our Share Incentive Plans, see the
section headed “Statutory and general information—Share Incentive Plans” in Appendix IV to

this prospectus.
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We have applied to (i) the Stock Exchange for a waiver from strict compliance with the

requirements under Rule 17.02(1)(b) of the Listing Rules and paragraph 27 of Appendix 1A to

the Listing Rules and (ii) the SFC for an exemption from strict compliance with paragraph
10(d) of Part I of the Third Schedule to the Companies (Winding Up and Miscellaneous
Provisions) Ordinance pursuant to section 342A of the Companies (Winding Up and

Miscellaneous Provisions) Ordinance in connection with the disclosure of certain details

relating to the options and certain grantees in this prospectus on the ground that the waiver and

the exemption will not prejudice the interest of the investing public and strict compliance with

the above requirements would be unduly burdensome for our Company for the following

reasons, among others:

(a)

(b)

(c)

as of the Latest Practicable Date, we had granted outstanding options to a total of
2,107 grantees under the Relevant Plans to acquire an aggregate of 91,177,078 Class
A Ordinary Shares, representing approximately 4.44% of the total number of Shares
in issue immediately after completion of the Global Offering (assuming the
Over-allotment Option is not exercised and no further Shares are issued under the
Share Incentive Plans or pursuant to the conversion of the 2028 Notes). The grantees
under the Relevant Plans include two Directors, two members of the senior
management (who are not Directors) and 2,103 employees of our Group (who are
not Directors, members of senior management or connected persons of our
Company);

our Directors consider that it would be unduly burdensome to disclose in the
prospectus full details of all the options granted by us to each of the grantees, which
would significantly increase the cost and time required for information compilation
and prospectus preparation for strict compliance with such disclosure requirements.
For example, we would need to collect and verify the addresses of over two
thousand grantees to meet the disclosure requirement. Further, the disclosure of the
personal details of each grantee, including their names, addresses and the number of
options granted, may require obtaining consent from the grantees in order to comply
with personal data privacy laws and principles and it would be unduly burdensome
for our Company to obtain such consents given the number of grantees;

material information on the options has been disclosed in the prospectus to provide
prospective investors with sufficient information to make an informed assessment of
the potential dilutive effect and impact on earnings per Share of the options in
making their investment decision, and such information includes:

(i) a summary of the latest terms of the Relevant Plans;

(i1) the aggregate number of Class A Ordinary Shares subject to the options and the
percentage of our Shares of which such number represents;
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(d)

(e)

(iii) the dilutive effect and the impact on earnings per Share upon full exercise of
the options immediately following completion of the Global Offering
(assuming the Over-allotment Option is not exercised and no further Shares are
issued under the Share Incentive Plans or pursuant to the conversion of the
2028 Notes);

(iv) full details of the options granted to Directors and members of the senior
management and connected persons (if any) of our Company, on an individual
basis, are disclosed in the prospectus, and such details include all the
particulars required under Rule 17.02(1)(b) of the Listing Rules, paragraph 27
of Appendix 1A to the Listing Rules and paragraph 10 of Part 1 of the Third
Schedule to the Companies Ordinance;

(v) with respect to the options granted to other grantees (other than those referred
to in (iv) above), the following details will be disclosed in the prospectus,
including the aggregate number of such grantees and the number of Class A
Ordinary Shares subject to the options, the consideration paid for the grant of
the options and the exercise period and the exercise price for the options; and

(vi) the particulars of the waiver and exemption granted by the Stock Exchange and
the SFC, respectively;

the above disclosure is consistent with the conditions ordinarily expected by the
Stock Exchange in similar circumstances as set out in Guidance Letter HKEx-
GL11-09 issued in July 2009 and updated in March 2014 by the Stock Exchange.

the 2,103 grantees who are not Directors, members of the senior management or
connected persons of the Company, have been granted options under the Relevant
Plans to acquire an aggregate of 52,177,078 Class A Ordinary Shares, which is not
material in the circumstances of our Company, and the exercise in full of such
options will not cause any material adverse change in the financial position of our

Company;

our Directors consider that non-compliance with the above disclosure requirements
would not prevent our Company from providing potential investors with sufficient
information for an informed assessment of the activities, assets, liabilities, financial
position, management and prospects of our Group. Strict adherence to the disclosure
requirements, including to disclose the names, addresses, and entitlements on an
individual basis of over two thousand grantees without reflecting the materiality of
the information does not provide any additional meaningful information to the
investing public; and

- 162 -



WAIVERS AND EXEMPTIONS

()

a full list of all the grantees containing all details as required under Rule 17.02(1)(b)
of the Listing Rules, paragraph 27 of Appendix 1A to the Listing Rules and
paragraph 10 of Part I of the Third Schedule will be made available for public
inspection in accordance with the section headed “Appendix V—Documents
delivered to the Registrar of Companies in Hong Kong and available for

inspection—Documents available for inspection” in this prospectus.

In light of the above, our Directors are of the view that the grant of the waiver and

exemption sought under this application and the non-disclosure of the required information

will not prejudice the interests of the investing public.

The Stock Exchange has granted to our Company a waiver from strict compliance with

the disclosure requirements under Rule 17.02(1)(b) of the Listing Rules and paragraph 27 of

Appendix 1A to the Listing Rules with respect to the options granted under the Relevant Plans

on the condition that:

(a)

(b)

(©)

(d)

(e)

on an individual basis, full details of the options granted under the Relevant Plans
to each of the Directors and the senior management and connected persons (if any)
of the Company, will be disclosed in the section headed “Statutory and General
Information—Share Incentive Plans” in Appendix IV as required under Rule
17.02(1)(b) of, and paragraph 27 of Appendix 1A to, the Listing Rules, and
paragraph 10 of Part I of the Third Schedule to the Companies (Winding Up and
Miscellaneous Provisions) Ordinance;

in respect of the options granted under the Relevant Plans to other grantees (other
than those set out in (a) above), disclosure will be made on an aggregate basis,
including (1) the aggregate number of the grantees other than those set out in (a)
above and the number of Shares subject to the options granted to them under the
Relevant Plans, (2) the consideration paid for the grant of the options under the
Relevant Plans, and (3) the exercise period and the exercise price for the options
granted under the Relevant Plans;

the aggregate number of Class A Ordinary Shares underlying the outstanding options
granted under the Relevant Plans and the percentage of the Company’s total issued
share capital represented by such number of Shares as of the Latest Practicable Date
will be disclosed in this prospectus;

the dilutive effect and impact on earnings per Share upon the full exercise of the
options under the Relevant Plans will be disclosed in the section headed “Statutory
and General Information—Share Incentive Plans” in Appendix IV;

a summary of the major terms of the Relevant Plans will be disclosed in the section

headed “Statutory and General Information—Share Incentive Plans” in
Appendix IV;
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()

(2)

(h)

the particulars of this waiver will be disclosed in this prospectus;

a list of all the grantees (including those persons whose details have already been
disclosed) containing all the particulars as required under Rule 17.02(1)(b) and
paragraph 27 of Appendix 1A of the Listing Rules and paragraph 10 of Part I of the
Third Schedule to the Companies (Winding Up and Miscellaneous Provisions)
Ordinance will be made available for public inspection in the section headed
“Documents Delivered to the Registrar of Companies in Hong Kong and Available
for Inspection” in Appendix V; and

the grant of certificate of exemption under the Companies (Winding Up and
Miscellaneous Provisions) Ordinance from the SFC exempting the Company from
the disclosure requirements provided in paragraph 10(d) of Part I of the Third
Schedule to the Companies (Winding Up and Miscellaneous Provisions) Ordinance.

The SFC has agreed to grant to our Company the certificate of exemption under section

342A of the Companies (Winding Up and Miscellaneous Provisions) Ordinance with respect to

the options granted under the Relevant Plans exempting the Company from strict compliance
with paragraph 10(d) of Part I of the Third Schedule to the Companies (Winding Up and
Miscellaneous Provisions) Ordinance on the conditions that:

(@)

(b)

(©

(d)

full details of the options under the Relevant Plans to each of the Directors and the
senior management and connected persons (if any) of the Company will be disclosed
in the section headed “Statutory and General Information—Share Incentive Plans”
in Appendix IV as required by paragraph 10 of Part I of the Third Schedule to the
Companies (Winding Up and Miscellaneous Provisions) Ordinance;

in respect of the options granted under the Relevant Plans to grantees other than
those referred to in (a) above, disclosure will be made on an aggregate basis,
including (1) the aggregate number of the grantees and the number of Shares subject
to the options granted to them under the Relevant Plans, (2) the consideration paid
for the grant of the options under the Relevant Plans, and (3) the exercise period and

the exercise price for the options granted under the Relevant Plans; and

a full list of all the grantees (including the persons referred to in (a) above) who have
been granted options to subscribe for shares under the Relevant Plans, containing all
the particulars as required under paragraph 10 of Part I of the Third Schedule to the
Companies (Winding Up and Miscellaneous Provisions) Ordinance, be made
available for public inspection in accordance with the section headed “Documents
Delivered to the Registrar of Companies in Hong Kong and Available for
Inspection” in Appendix V; and

the particulars of this exemption will be disclosed in this prospectus and that this
prospectus will be issued on or before August 3, 2021.
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Further details of the Relevant Plans are set forth in the section headed “Statutory and

General Information—Share Incentive Plans” in Appendix IV.

EXERCISE PRICE OF OPTIONS TO BE GRANTED PURSUANT TO THE 2019 PLAN
AND THE 2020 PLAN AFTER THE LISTING

Note (1) to Rule 17.03(9) of the Listing Rules states that the exercise price of an option
must be at least the higher of: (i) the closing price of the securities as stated in the Stock
Exchange’s daily quotations sheet on the date of grant, which must be a business day; and (ii)
the average closing price of the securities as stated in the Stock Exchange’s daily quotations

sheets for the five business days immediately preceding the date of grant.

Since the listing of the Company’s ADSs on the Nasdaq in July 2020, it has been the
Company’s practice to issue options exercisable into ADSs (each of which represents two
underlying Class A Ordinary Shares) under the 2019 Plan and the 2020 Plan and the Company
will continue to issue options exercisable into ADSs after the Listing. By definition, ADSs are
denominated in U.S. dollars, and the exercise price for options with respect to ADSs will
necessarily be presented in U.S. dollars. Pursuant to the waiver from strict compliance with
Rules 4.10 and 4.11 of, and Note 2.1 to Paragraph 2 of Appendix 16 of the Listing Rules
described under the sub-section headed “—Use of U.S. GAAP” above, the Company will
continue to prepare its accounts based on U.S. GAAP after the Listing in line with its
established practice of granting options with exercise prices and RSUs with grant values
denominated in U.S. dollars and tied to the market price of its Nasdaq-traded ADSs.

On the basis that (a) the method for determining the exercise price of the options based
on the market price of ADSs substantially replicates the requirement in Note (1) to Rule
17.03(9) of the Listing Rules, and (b) it has been the Company’s practice to issue options
exercisable into ADSs with exercise prices denominated in U.S. dollars, and the Company will
continue to grant options under the 2019 Plan and the 2020 Plan with exercise prices based on
the market price of its ADSs which are denominated in U.S. dollars after the Listing, the
Company has applied for, and the Stock Exchange has granted, a waiver from strict compliance
with Note (1) to Rule 17.03(9) of the Listing Rules such that the Company be able to determine
the exercise price for grants under its share option schemes based on the higher of: (i) the
per-share closing price of the Company’s ADSs on the Nasdaq on the date of grant, which must
be a Nasdaq trading day; and (ii) the average per-share closing price of the Company’s ADSs
on the Nasdaq for the five Nasdaq trading days immediately preceding the date of grant,
subject to the condition that the Company shall not issue any share options with an exercise
price denominated in Hong Kong dollars unless such exercise price complies with Note (1) to
Rule 17.03(9) of the Listing Rules.
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PARTICULARS OF DEBENTURE HOLDERS

In April 2021, we issued the 2028 Notes, namely, the convertible senior notes in an
aggregate principal amount of US$862.5 million due 2028 with an interest rate of 0.25% per
annum. The 2028 Notes may be converted, at an initial conversion rate of 35.2818 ADSs per
US$1,000 principal amount (which represents an initial conversion price of US$28.34 per
ADS) at each holder’s option at any time on or after November 1, 2027, until the close of
business on the second scheduled trading day immediately preceding the maturity date of May
1, 2028.

The 2028 Notes were placed to a wide range of institutional investors (qualified
institutional buyers) in a Rule 144A offering. The 2028 Notes are dematerialized
(intermediated) securities cleared via Depositary Trust Company in a regular way and traded
in the 144A market via brokers. Cede & Co., as nominee of Depositary Trust Company, is a
holder of record of the 2028 Notes. The trustee of the 2028 Notes does not keep track of the
current beneficial owners of the 2028 Notes (i.e. the QIBs who trade the notes via brokers) on
an ongoing basis. The Company is not in a position to confirm who hold these debt instruments
at any point in time—it would be unduly burdensome for the Company to ascertain information
relating to the names and addresses of the beneficial owners of the convertible notes.

The Company has applied for, and the SFC has granted, an exemption from strict
compliance with paragraph 10 of the Third Schedule to the Companies (Winding Up and
Miscellaneous Provisions) Ordinance to the extent not strictly met by the current disclosure in

this prospectus on the following grounds:

(a) since the identities of the ultimate noteholders are practically unavailable and given
the expected frequent changes of the identities of the ultimate noteholders, it would
be practically impossible for the Company to disclose the names and addresses of
such ultimate noteholders (which are independent third parties). The disclosure,
even if it can be made, would also not provide meaningful information to the

potential investors of our Company;

(b) strict compliance with the applicable disclosure requirements under Paragraph 10 of
the Third Schedule to the Companies (Winding Up and Miscellaneous Provisions)
Ordinance for each ultimate noteholder on an individual basis (including the
disclosure of names and addresses of all noteholders) in this prospectus will be
unduly burdensome on the Company in light of the difficulty in identifying the
ultimate noteholders and the potentially significant increase in cost and time for
ascertaining the information;

(c) material information relating to the 2028 Notes has been disclosed in the sections
headed “Summary—Recent Developments—Issuance of the 2028 Notes” and
“History, Reorganization and Corporate Structure—Convertibles Notes”, including
but not limited to the principal amount, conversion rate, and the maximum number
of ADS that can be converted from the 2028 Notes and the potential dilution effect
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(d)

upon full conversion of the 2028 Notes, the maturity date, the annual coupon rate,
the conversion mechanism and the noteholders’ rights to require our Company to
repurchase the 2028 Notes. Accordingly, information that should be reasonably
necessary for potential investors to make an informed assessment of the Company
in their investment decision process has been included in this prospectus; and

non-compliance with the abovementioned disclosure requirements under Paragraph
10 of the Third Schedule to the Companies (Winding Up and Miscellaneous
Provisions) Ordinance would not prevent the Company from providing its potential
investors with an informed assessment of the activities, assets, liabilities, financial
position, management and prospects of the Company and the non-disclosure of such
information will not prejudice the interests of the investing public.

We confirm that all information necessary for the public to make an informed assessment

of business, asset and liability, financial position, trading position, management and prospect

of the Group has been disclosed in this prospectus, and that, as such, the granting of the

exemption from strict compliance with the relevant content requirements under the Companies

(Winding Up and Miscellaneous Provisions) Ordinance will not prejudice the interest of the

investing public.

The SFC has granted an exemption referred to above on the following conditions:

(a)

(b)

(©

(d)

in respect of the 2028 Notes issued by our Company, the following details are fully

disclosed in this prospectus:

the total principal amounts of the 2028 Notes;

. the maximum number of Class A Ordinary Shares to be converted from the
2028 Notes;

. the conversion rates of the 2028 Notes; and

. the conversion periods of the 2028 Notes;

the potential dilution effect upon full conversion of the 2028 Notes is set out in this

prospectus;

the particulars of such exemption are set out in this prospectus; and

this prospectus will be issued on or before August 3, 2021.
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TRADING PERIOD

Rule 8.05 of the Listing Rules requires a new applicant to have a trading record of not
less than three financial years. Guidance Letter HKEX-GL45-12 provides that the trading
record of a new applicant refers to the record of its trading activities, including its revenue,
expenses, cash flows, assets and liabilities arising from its core businesses. Our Company
started to generate revenue for sale of vehicles in 2019.

Paragraph 4.3 of GL45-12 provides that the Stock Exchange will accept a shorter trading
record period on specific circumstances as per Rules 8.05A and 8.05B of the Listing Rules. The
circumstances specified under Rule 8.05A of the Listing Rules are: (i) the directors and
management of the new applicant have sufficient and satisfactory experience of at least three
years in the line of business and industry of the new applicant. Details of such experience must
be disclosed in the listing document of the new applicant; and (ii) management continuity for
the most recent audited financial year.

The executive Directors and the senior management of the Company, namely Mr. Li
Xiang, Mr. Shen Yanan, Mr. Li Tie, Mr. Ma Donghui and Mr. Wang Kai, all have sufficient and
satisfactory experience of at least three years in the new energy vehicle/automobile industry.
For their detailed biographies please see the section headed “Directors and Senior

Management” in this document.

During the year ended December 31, 2020 (“FY2020”), being the most recent audited
financial year of our Group, and up to the Latest Practicable Date, our Group had been
controlled and managed by the Company and Mr. Li Xiang, Mr. Shen Yanan and Mr. Li Tie
were the core management team who were primarily responsible for the results of the Group
in FY2020. During FY2020 and up to the Latest Practicable Date, all of the said core
management team members were directors and senior management of the Company. The
remaining directors of our Company during the said period had no day-to-day managerial
responsibilities and most were representative directors appointed by our investors prior to our
initial public offering on the Nasdaq. Such directors, other than Mr. Wang Xing and Mr. Zhao
Honggiang who remained on the Board, all resigned prior to our initial public offering on the
Nasdaq as they were representative directors of our investors and for personal reasons. They
did not have any disagreement with our Company. Mr. Fan Zheng was appointed as a Director
in October 2020. As such, our Company maintained management continuity during its most
recent audited financial year.

Accordingly, we have applied for, and the Stock Exchange has granted a waiver from
strict compliance with the trading record requirements under Rule 8.05 pursuant to Rule 8.05A,
on the basis that the Company is able to satisfy the other requirements under Rule 8.05(3) of
the Listing Rules, including the condition that the Company will have a market capitalization
of at lease HK$4 billion at the time of the Listing.
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CONNECTED TRANSACTIONS

We have entered into certain transactions which will constitute continuing connected
transactions of our Company under the Listing Rules following the completion of the Global
Offering. We have applied to the Stock Exchange for, and the Stock Exchange has granted, a
waiver from strict compliance with (where applicable) (i) the announcement and independent
shareholders’ approval requirements, (ii) the annual cap requirement, and (iii) the requirement
of limiting the term of the continuing connected transactions set out in Chapter 14A of the
Listing Rules for such continuing connected transactions. For further details in this respect, see
the section headed “Connected Transactions.”

DISCLOSURE OF OFFER PRICE

Paragraph 15(2)(c) of Part A of Appendix 1 to the Hong Kong Listing Rules provides that
the issue price or offer price of each security must be disclosed in the listing document.

The Public Offer Price will be determined by reference to, among other factors, the
closing price of our ADS on Nasdaq on the last trading date on or before the price
determination date and we have no control on the market price of our ADSs traded on Nasdagq.
The latest market price of the Company’s ADSs is accessible to the Shareholders and potential
investors at https://www.nasdaq.com/market-activity/stocks/li. Given the ADSs of our
Company are freely tradable on Nasdaq, there may be price fluctuations in the ADSs as a result
of market volatility and other factors during the period from the bulk-printing of this document
until the pricing of the Global Offering.

Setting a fixed price or a price range with a low end offer price per Offer Share may
adversely affect the market price of the ADSs and the Hong Kong Offer Shares considering,
among other factors, that this may indicate an arbitrary floor price and may potentially
prejudice our ability to price in the best interest of us and our Shareholders.

A maximum Public Offer Price will be disclosed in this prospectus and the Application
Form. This alternative disclosure approach would not prejudice the interests of the investing
public in Hong Kong.

This prospectus will also disclose (i) the time for determination and announcement of the
International Offer Price and the Public Offer Price, (ii) the historical prices of our ADSs and
the trading volume on the Nasdagq, (iii) the determinants of the pricing of the Offer Shares and
(iv) the source for the potential investors to access the latest market price of our ADSs, which
will provide the potential investors with sufficient information to form informed decisions of
their investment.
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Given in no circumstances will the Public Offer Price for the Hong Kong Offer Shares be
greater than the maximum Public Offer Price as stated in this prospectus and the Application
Form, the disclosure of the maximum Public Offer Price in this prospectus will be in
compliance with the requirement to disclose the “amount payable on application and allotment
on each share” as required by paragraph 9 of the Third Schedule of the Companies (Winding
Up and Miscellaneous Provisions) Ordinance.

We have applied for, and the Hong Kong Stock Exchange has granted, a waiver from strict
compliance with paragraph 15(2)(c) of Part A of Appendix 1 to the Hong Kong Listing Rules.
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DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS DOCUMENT

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

GLOBAL OFFERING

This document is published solely in connection with the Hong Kong Public Offering,
which forms part of the Global Offering. For applicants under the Hong Kong Public Offering,
this document and the GREEN Application Form contain the terms and conditions of the Hong
Kong Public Offering.

The Hong Kong Offer Shares are offered solely on the basis of the information contained
and representations made in this document and the GREEN Application Form and on the terms
and subject to the conditions set out herein and therein. No person is authorized to give
document information in connection with the Global Offering or to make any representation
not contained in this document and the relevant GREEN Application Form, and any
information or representation not contained herein and therein must not be relied upon as
having been authorized by our Company, the Joint Sponsors, the Joint Global Coordinators, the
Joint Bookrunners, the Joint Lead Managers and any of the Underwriters, any of their
respective directors, agents, employees or advisers or any other party involved in the Global
Offering.

The Listing is sponsored by the Joint Sponsors and the Global Offering is managed by the
Joint Global Coordinators. Pursuant to the Hong Kong Underwriting Agreement, the Hong
Kong Public Offering is fully underwritten by the Hong Kong Underwriters under the terms of
the Hong Kong Underwriting Agreement, subject to us and the Joint Global Coordinators (for
themselves and on behalf of the Underwriters) agreeing on the pricing of the Hong Kong Offer
Shares on the Price Determination Date. The International Offering is expected to be fully
underwritten by the International Underwriters subject to the terms and conditions of the
International Underwriting Agreement, which is expected to be entered into on or about the
Price Determination Date.

See the section headed “Underwriting” for further information about the Underwriters and
the underwriting arrangements.

Neither the delivery of this prospectus nor any offering, sale or delivery made in
connection with the Class A Ordinary Shares should, under any circumstances, constitute a
representation that there has been no change or development reasonably likely to involve a
change in our affairs since the date of this prospectus or imply that the information contained
in this prospectus is correct as of any date subsequent to the date of this prospectus.
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RESTRICTIONS ON OFFER AND SALE OF THE CLASS A ORDINARY SHARES

Each person acquiring the Hong Kong Offer Shares under the Hong Kong Public Offering
will be required to, or be deemed by his/her acquisition of the Offer Shares to, confirm that
he/she is aware of the restrictions on offers and sales of the Offer Shares described in this
document.

No action has been taken to permit a public offering of the Offer Shares (except for a
registration of Class A ordinary shares on a registration statement on Form F-3 to be filed with
the SEC) or the distribution of this document and/or the GREEN Application Form in any
jurisdiction other than Hong Kong or the United States pursuant to an applicable exemption
from the registration requirements under the U.S. federal securities laws. Accordingly, without
limitation to the following, this document and/or the GREEN Application Form may not be
used for the purpose of, and does not constitute, an offer or invitation in any jurisdiction or in
any circumstances in which such an offer or invitation is not authorized or to any person to
whom it is unlawful to make such an offer or invitation. The distribution of this document
and/or the GREEN Application Form and the offering and sales of the Offer Shares in other
jurisdictions are subject to restrictions and may not be made except as permitted under the
applicable securities laws of such jurisdictions pursuant to registration with or authorization by
the relevant securities regulatory authorities or an exemption therefrom.

APPLICATION FOR LISTING ON THE STOCK EXCHANGE

We have applied to the Listing Committee of the Stock Exchange for the listing of, and
permission to deal in, (i) the Class A Ordinary Shares in issue and to be issued pursuant to the
Global Offering (including the additional Class A Ordinary Shares which may be issued
pursuant to the exercise of the Over-allotment Option); (ii) the Class A Ordinary Shares to be
issued pursuant to the Share Incentive Plans; (iii) the Class A Ordinary Shares to be issued
pursuant to the conversion of the 2028 Notes; and (iv) the Class A Ordinary Shares that are
issuable upon conversion of the Class B Ordinary Shares on a one to one basis.

We satisfy the market capitalization/revenue test under Rule 8A.06(1) of the Listing Rules
with reference to our expected market capitalization at the time of Listing, which, based on the
indicative offer price of HK$150.00 per Offer Share, exceeds HK$40 billion.

Dealings in the Class A Ordinary Shares on the Stock Exchange are expected to
commence on Thursday, August 12, 2021. Our ADSs are currently listed on and dealt in the
Nasdaq. Other than the foregoing, no part of our share or loan capital is listed on or dealt in
on any other stock exchange and no such listing or permission to list is being or proposed to
be sought on the Stock Exchange or any other stock exchange as of the date of this document.
All the Offer Shares will be registered on the Hong Kong share register of our Company in
order to enable them to be traded on the Stock Exchange.
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Under section 44B(1) of the Companies (Winding Up and Miscellaneous Provisions)
Ordinance, any allotment made in respect of any application will be invalid if the listing of,
and permission to deal in, the Class A Ordinary Shares on the Stock Exchange is refused before
the expiration of three weeks from the date of the closing of the application lists, or such longer
period (not exceeding six weeks) as may, within the said three weeks, be notified to our
Company by or on behalf of the Stock Exchange.

PROFESSIONAL TAX ADVICE RECOMMENDED

Potential investors in the Global Offering are recommended to consult their professional
advisors as to the taxation implications of subscribing for, purchasing, holding or disposal of,
and/or dealing in the Class A Ordinary Shares or exercising rights attached to them. None of
us, the Joint Sponsors, the Joint Global Coordinators, the Joint Bookrunners, the Underwriters,
any of their respective directors, officers, employees, agents or representatives or any other
person or party involved in the Global Offering accepts responsibility for any tax effects on,
or liabilities of, any person resulting from the subscription, purchase, holding, disposition of,

or dealing in, the Class A Ordinary Shares or exercising any rights attached to them.

OVER-ALLOTMENT OPTION AND STABILIZATION

Details of the arrangements relating to the Over-allotment Option and stabilization are set
out in the section headed “Structure of the Global Offering.” Assuming that the Over-allotment
Option is exercised in full, the Company may be required to allot and issue up to an aggregate
of 15,000,000 new Class A Ordinary Shares.

HONG KONG REGISTER OF MEMBERS AND HONG KONG STAMP DUTY

The Company’s principal register of members will be maintained by its principal share
registrar, Maples Fund Services (Cayman) Limited, in the Cayman Islands. All of the Class A
Ordinary Shares issued pursuant to the Global Offering will be registered on the Company’s
Hong Kong share register to be maintained in Hong Kong by its Hong Kong Share Registrar,
Computershare Hong Kong Investor Services Limited. Dealings in the Class A Ordinary Shares
registered in our Company’s Hong Kong Share Register will be subject to Hong Kong stamp
duty. Unless determined otherwise by our Company, dividends payable in Hong Kong dollars
in respect of Class A Ordinary Shares will be paid to the shareholders listed on the Hong Kong
share register of our Company, by ordinary post, at the shareholders’ risk, to the registered
address of each shareholder.

CLASS A ORDINARY SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

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

All necessary arrangements have been made for the Shares to be admitted into CCASS.
Investors should seek the advice of their stockbroker or other professional adviser for details
of those settlement arrangements and how such arrangements will affect their rights and
interests.

Investors should seek the advice of their stockbroker or other professional advisor for
details of the settlement arrangements as such arrangements may affect their rights and
interests.

LISTINGS

Our Company currently has a primary listing of ADSs on the Nasdaq, which it intends to
maintain alongside its proposed dual primary listing of Class A Ordinary Shares on the Stock
Exchange.

PROCEDURES FOR APPLICATION FOR HONG KONG OFFER SHARES

The application procedures for the Hong Kong Offer Shares are set forth in “How to
Apply for Hong Kong Offer Shares” and on the relevant Application Forms.

STRUCTURE AND CONDITIONS OF THE GLOBAL OFFERING

Details of the structure of the Global Offering, including its conditions, are set forth in
the section headed “Structure of the Global Offering.”

EXCHANGE RATE CONVERSION

Solely for your convenience, this document contains conversions among certain amounts
denominated in Renminbi, Hong Kong dollars and U.S. dollars. No representation is made that
the amounts denominated in one currency could actually be converted into the amounts
denominated in another currency at the rates indicated, or at all. Unless indicated otherwise,
the conversions between U.S. dollars and Renminbi were made at the rate of RMB6.5518 to
US$1.00 and the conversions between U.S. dollars and Hong Kong dollars were made at the
rate of HK$7.7746 to US$1, the respective exchange rate on March 31, 2021 set forth in the
H.10 statistical release of The Board of Governors of the Federal Reserve Board. Any
discrepancies in any table between totals and sums of amounts listed therein are due to
rounding.
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SELLING RESTRICTIONS ON OFFERS AND SALE OF SHARES

Each person acquiring the Hong Kong Offer Shares under the Hong Kong Public Offering
will be required to, or be deemed by his/her acquisition of Offer Shares to, confirm that he/she
is aware of the restrictions on offers for the Offer Shares described in this document and on
the relevant Application Forms.

No action has been taken to permit a public offering of the Offer Shares in any
jurisdiction other than in Hong Kong, or the distribution of this document and/or the
Application Forms in any jurisdiction other than Hong Kong. Accordingly, this document may
not be used for the purpose of, and does not constitute an offer or invitation in any jurisdiction
or in any circumstances in which such an offer or invitation is not authorized or to any person
to whom it is unlawful to make such an offer or invitation. The distribution of this document
and the offering and sale of the Offer Shares in other jurisdictions are subject to restrictions
and may not be made except as permitted under the applicable securities laws of such
jurisdictions pursuant to registration with or authorization by the relevant securities regulatory
authorities or an exemption therefrom.

OWNERSHIP OF ADSS

An owner of ADSs may hold his or her ADSs either by means of an ADR registered in
his or her name, through a brokerage or safekeeping account, or through an account established
by the depositary bank in his or her name reflecting the registration of uncertificated ADSs
directly on the books of the depositary bank (commonly referred to as the “direct registration
system” or “DRS”). The direct registration system reflects the uncertificated (book-entry)
registration of ownership of ADSs by the depositary bank. Under the direct registration system,
ownership of ADSs is evidenced by periodic statements issued by the depositary bank to the
holders of the ADSs. The direct registration system includes automated transfers between the
depositary bank and The Depository Trust Company (“DTC”), the central book-entry clearing
and settlement system for equity securities in the United States. If an owner of ADSs decides
to hold his or her ADSs through his or her brokerage or safekeeping account, he or she must
rely on the procedures of his or her broker or bank to assert his or her rights as ADS owner.
Banks and brokers typically hold securities such as the ADSs through clearing and settlement
systems such as DTC. All ADSs held through DTC will be registered in the name of a nominee
of DTC.
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DEALINGS AND SETTLEMENT OF CLASS A ORDINARY SHARES IN HONG KONG

Dealings in our Class A Ordinary Shares on the Stock Exchange will be conducted in
Hong Kong dollars. Our Class A Ordinary Shares will be traded on the Stock Exchange in
board lots of 100 Class A Ordinary Shares.

The transaction costs of dealings in our Class A ordinary shares on the Hong Kong Stock

Exchange include:

. Hong Kong Stock Exchange trading fee of 0.005% of the consideration of the
transaction, charged to each of the buyer and seller;

. SEC transaction levy of 0.0027% of the consideration of the transaction, charged to

each of the buyer and seller;

. trading tariff of HK$0.50 on each and every purchase or sale transaction. The
decision on whether or not to pass the trading tariff onto investors is at the discretion
of brokers;

. transfer deed stamp duty of HK$5.00 per transfer deed (if applicable), payable by

the seller;

. ad valorem stamp duty at a total rate of 0.26% of the value of the transaction, with
0.13% payable by each of the buyer and the seller;

o stock settlement fee, which is currently 0.002% of the gross transaction value,
subject to a minimum fee of HK$2.00 and a maximum fee of HK$100.00 per side
per trade;

. brokerage commission, which is freely negotiable with the broker (other than
brokerage commissions for IPO transactions which are currently set at 1% of the
subscription or purchase price and will be payable by the person subscribing for or
purchasing the securities); and

. the Hong Kong Share Registrar will charge between HK$2.50 to HK$20, depending
on the speed of service (or such higher fee as may from time to time be permitted
under the Hong Kong Listing Rules), for each transfer of ordinary shares from one
registered owner to another, each share certificate canceled or issued by it and any
applicable fee as stated in the share transfer forms used in Hong Kong.

Investors in Hong Kong must settle their trades executed on the Stock Exchange through
their brokers directly or through custodians. For an investor in Hong Kong who has deposited
his/her Class A Ordinary Shares in his/her stock account or in his/her designated CCASS
Participant’s stock account maintained with CCASS, settlement will be effected in CCASS in
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accordance with the General Rules of CCASS and CCASS Operational Procedures in effect
from time to time. For an investor who holds the physical certificates, settlement certificates
and the duly executed transfer forms must be delivered to his/her broker or custodian before
the settlement date.

An investor may arrange with his/her broker or custodian on a settlement date in respect
of his/her trades executed on the Stock Exchange. Under the Listing Rules and the General
Rules of CCASS and CCASS Operational Procedures in effect from time to time, the date of
settlement must be the second business day (a day on which the settlement services of CCASS
are open for use by CCASS Participants) following the trade date (T+2). For trades settled
under CCASS, the General Rules of CCASS and CCASS Operational Procedures in effect from
time to time provided that the defaulting broker may be compelled to compulsorily buy-in by
HKSCC the day after the date of settlement (T+3), or if it is not practicable to do so on T+3,
at any time thereafter. HKSCC may also impose fines from T+2 onwards.

DEPOSITARY

The depositary for our ADSs is Deutsche Bank Trust Company Americas (the
“Depositary”), whose office is located at 60 Wall Street, New York, New York 10005, United
States. The certificated ADSs are evidenced by certificates referred to as American Depositary
Receipts (“ADRSs”) that are issued by the Depositary.

Each ADS represents ownership interests in two Class A Ordinary Shares, and any and all
securities, cash or other property deposited with the Depositary in respect of such Shares but
not distributed to ADS holders.

ADSs may be held either (1) directly (a) by having an ADR registered in the holder’s
name or (b) by holding in the DRS, pursuant to which the Depositary may register the
ownership of uncertificated ADSs, which ownership shall be evidenced by periodic statements
issued by the Depositary to the ADS holders entitled thereto, or (2) indirectly through the
holder’s broker or other financial institution. The following discussion regarding ADSs
assumes the holder holds its ADSs directly. If a holder holds the ADSs indirectly, it must rely
on the procedures of its broker or other financial institution to assert the rights of ADS holders
described in this section. If applicable, you should consult with your broker or financial
institution to find out what those procedures are.

We do not treat ADS holders as Shareholders, and ADS holders have no Shareholder
rights. Cayman Islands law governs Shareholder rights. Because the Depositary actually holds
the legal title to our Shares represented by ADSs (through the Depositary’s Custodian (as
defined below)), ADS holders must rely on it to exercise the rights of a Shareholder. The
obligations of the Depositary are set out in the deposit agreement, as amended among us,
Deutsche Bank Trust Company Americas and our ADS holders and beneficial owners from time
to time (the “Deposit Agreement”). The Deposit Agreement and the ADRs evidencing ADSs
are governed by the law of the State of New York.
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Transfer of Shares to Hong Kong Share Register

All of our Shares are currently registered on the principal register of members in the
Cayman Islands. As at the Latest Practicable Date, there was an aggregate of 1,951,845,710
issued Shares on the registers of members in the Cayman Islands, 830,207,594 of which were
on deposit in the ADS program. For the purposes of trading on the Stock Exchange, the Shares
must be registered in the Hong Kong Share Register.

ADSs are quoted for trading on Nasdaq. An investor who holds Shares and wishes to trade
ADSs on Nasdaq must deposit or have his broker deposit with Deutsche Bank AG, Hong Kong
Branch, as custodian of the Depositary (the “Depositary’s Custodian”), Shares, or evidence
of rights to receive Shares, so as to receive the corresponding ADSs as described below.

Converting Class A Ordinary Shares Trading in Hong Kong to ADSs

An investor who holds Class A Ordinary Shares registered in Hong Kong and who intends
to convert them to ADSs to trade on the Nasdaq must deposit or have his or her broker deposit
the Class A Ordinary Shares with the depositary’s Hong Kong custodian, Deutsche Bank AG,
Hong Kong Branch, or the custodian, in exchange for ADSs.

A deposit of Class A Ordinary Shares trading in Hong Kong in exchange for ADSs
involves the following procedures:

. If Class A Ordinary Shares have been deposited with CCASS, the investor must
transfer ordinary shares to the depositary’s account with the custodian within
CCASS by following the CCASS procedures for transfer and submit and deliver a
duly completed and signed letter of transmittal to the custodian via his or her broker.

. If Class A Ordinary Shares are held outside CCASS, the investor must arrange to
deposit his or her Class A Ordinary Shares into the CCASS for delivery to the
depositary’s account with the custodian within CCASS, and must submit and deliver
a duly completed and signed letter of transmittal to the custodian via his or her
broker.

. Upon payment of its fees and expenses and of any taxes or charges, such as stamp
taxes or stock transfer taxes or fees, if applicable, and subject in all cases to the
terms of the deposit agreement, the depositary will register the corresponding
number of ADSs in the name(s) requested by an investor and will deliver the ADSs
as instructed in the letter of transmittal.
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For Class A Ordinary Shares deposited in CCASS, under normal circumstances, the above
steps generally require two business days, provided that