FINANCIAL INFORMATION

You should read the following discussion and analysis in conjunction with our audited
consolidated financial information as of and for the years ended 31 December 2019, 2020, 2021
and 2022 and the three months ended March 31, 2023 included in the Accountants’ Report set
out in Appendix I to this document, together with the respective accompanying notes. Our
audited consolidated financial information has been prepared in accordance with International
Financial Reporting Standards (“IFRSs”).

The following discussion and analysis contain forward-looking statements that reflect our
current views with respect to future events and financial performance. These statements are
based on our assumptions and analysis in light of our experience and perception of historical
trends, current conditions and expected future developments, as well as other factors we believe
are appropriate under the circumstances. However, whether actual outcomes and developments
will meet our expectations and predictions depends on a number of risks and uncertainties,
many of which we cannot control or foresee. In evaluating our business, you should carefully
consider all of the information provided in this document, including “Risk Factors” and

“Business.”

OVERVIEW

We are one of the leading integrated online and offline platforms for automotive service in
China. By providing a digitalised and on-demand service experience underpinned by our customer-
centric model and streamlined supply chain, we directly address car owners’ diverse products and
service needs, creating a vibrant automotive service platform consisting of car owners, suppliers,
automotive service stores and other participants. As of 31 March 2023, we had 100.2 million
registered users on our flagship “Tuhu Automotive Service (3 JE#H#)” app and online interfaces.
We had 17.1 million transacting users in the last twelve months ended 31 March 2023, which
increased by 9.9% from 15.5 million for the same period ended 31 March 2022. Our average MAU
reached 10.2 million in the three months ended 31 March 2023, making our platform the largest car
owner community amassed by automotive service providers in China, according to the CIC Report.
Our growing service network of over 4,700 Tuhu workshops and over 19,000 partner stores spans
across the entire country, covering a majority of prefecture-level cities.

Our platform serves most of the passenger vehicle models sold in China, fulfilling a wide
spectrum of automotive service demands ranging from tires and chassis parts replacement to auto
maintenance, repair, detailing, and more. By bringing sporadic automotive service demands onto one
platform, customer engagement is significantly increased as compared to the traditional offline
automotive service model that is highly dependent on localised service demands.

We have developed an automotive service technical support system along the automotive
service industry chain that includes parts-matching big-data platform, warehouse management
system, transportation management system, order management system, store management system,

and technicians support and management system.
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A flexible and extensive fulfilment infrastructure is critical to the success of our platform. We
have constructed a nationwide warehousing and logistics system with a combination of self-operated
infrastructure and third-party service providers. As of 31 March 2023, we operated 39 regional
distribution centres, or RDCs, and 267 front distribution centres, or FDCs. Our logistics solutions
cover more than 300 cities in China as of 31 March 2023 and our RDCs supported a monthly average
of 2.7 million tires and 13.1 million other auto parts received and shipped in the three months ended
31 March 2023, respectively.

We generate our revenue mainly by providing authentic auto products and high quality services
through our online interfaces and offline service network. Our total revenue increased by 24.3%
from RMB7.0 billion in 2019 to RMBS8.8 billion in 2020, further increased by 33.9% to
RMB11.7 billion in 2021, and slightly decreased to RMB11.5 billion in 2022. Our total revenue
increased by 10.0% from RMB3.0 billion in the three months ended 31 March 2022 to RMB3.3
billion in the same period of 2023. For the years of 2019, 2020, 2021 and 2022 and the three months
ended 31 March 2022 and 2023, our gross profit was RMBS523.4 million, RMBI1.1 billion,
RMB1.9 billion, RMB2.3 billion, RMB532.9 million and RMB789.8 million, respectively.

We recognised fair value loss of convertible redeemable preferred shares of RMB1.9 billion,
RMB3.0 billion, RMB4.4 billion, RMB1.3 billion, RMB342.0 million and RMB298.0 million in
2019, 2020, 2021 and 2022 and the three months ended 31 March 2022 and 2023, respectively,
which is due to the increases in the fair value liabilities of our convertible redeemable preferred
shares mainly driven by the increases in our valuation. Such fair value loss of convertible
redeemable preferred shares led to the increases in our losses during the Track Record Period. Our
convertible redeemable preferred shares will be redesignated and reclassified from liabilities to
equity as a result of the automatic conversion into ordinary shares upon the Listing. Changes in fair
value of convertible redeemable preferred shares affected our performance significantly during the
Track Record Period and may continue to have adverse effect on our results of operations when our
valuation continues to increase until conversion into ordinary shares, after which we do not expect to
recognise any further loss or gain on fair value changes from convertible redeemable preferred
shares and will return to a net assets position. We had a net loss of RMB3.4 billion, RMB3.9 billion,
RMB5.8 billion, RMB2.1 billion, RMB609.7 million and RMB278.5 million in 2019, 2020, 2021
and 2022 and the three months ended 31 March 2022 and 2023, respectively.

BASIS OF PREPARATION

Our historical financial information has been prepared in accordance with International
Financial Reporting Standards (“IFRSs”), which comprise all standards and interpretations approved
by the International Accounting Standards Board (the “IASB”). All IFRSs effective for the
accounting period commencing from 1 January 2023 together with the relevant transitional
provisions, have been early adopted by us in the preparation of the historical financial information
throughout the Track Record Period. The historical financial information has been prepared under
the historical cost convention, except for financial assets or liabilities at fair value through profit or
loss which have been measured at fair value.
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The preparation of the historical financial information in conformity with IFRSs requires the
use of certain critical accounting estimates. It also requires management to exercise their judgement
in the process of applying our accounting policies. The areas involving a higher degree of judgement
or complexity, or areas where assumptions and estimates are significant to the historical financial
information are disclosed in note 4 to the Accountants’ Report included in Appendix I to this
document.

MAJOR FACTORS AFFECTING OUR RESULTS OF OPERATIONS

Our results of operations have been, and are expected to continue to be, materially affected by a
number of factors, some of which are outside of our control. These factors include but are not limited
to the following:

Our ability to attract and retain customers and enhance user engagement

The growing number of customers is one of the most important drivers of our business growth.
Therefore, our results of operations will depend in large part on our continued ability to attract
customers, retain them, and serve them over the long term. We attract customers through our online
and offline touch points, including our app, website and Weixin Mini-Programme, and offline
service network consisting of Tuhu workshops and partner stores.

Our customer base has grown steadily. The below table sets forth our transacting users for the
periods indicated.

For the
Twelve Months Ended
For the Year Ended 31 December 31 March
2019 2020 2021 2022 2023
(in millions)
Transacting users .. ................... 8.6 11.0 14.8 16.5 17.1

We intend to continue to drive customer acquisition by relying on our strong brand recognition,
expanding online and offline presence, and effective marketing strategies. Providing outstanding
customer services is our highest priority and is the key to establishing a large and loyal customer
base. We plan to retain our customers by providing standardised and satisfying products and
services, innovative and intuitive functions in our app, and highly efficient delivery of offline
services. Our repeat purchase ratio was 62.3% in March 2022.

Our large customer base enables cross selling between our products and services, driving up the
overall service demands. In addition to directly driving revenues, our large customer base also helps
us attract platform participants such as franchisees and partner stores and enables us to obtain more
competitive prices from our suppliers.

Our ability to continue to expand our store network

Stores are an integral part of providing automotive service to our customers. Our results of
operations are directly affected by the number of stores in and geographic coverage of our offline
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service network, consisting of Tuhu workshops and partner stores. Higher store density and broader
geographical coverage will lead to a more convenient experience for customers which ultimately
translates to larger customer base.

Our offline service network also serves as an additional touch point to extend our customer
reach. Our expanding presence in the market also enhances our brand image organically, which we
believe will further drive reduction in our customer acquisition costs.

As of 31 March 2023, our store network consisted of 4,770 Tuhu workshops and 19,624 partner
stores. The below table sets forth our store numbers as of the dates indicated.

As of
As of 31 December 31 March
2019 2020 2021 2022 2023
Number of Tuhu workshops . ........................ 1,423 2,488 3,853 4,653 4,770
Number of partner stores . ...................co.v.... 18,743 23,285 31,623 20,870 19,624

We plan to further expand the number and geographic coverage of stores by gradually
penetrating into lower-tier markets and increasing the store density in existing markets mainly
through expanding the network of franchised Tuhu workshops.

Our ability to optimise business mix

Our results of operations, and in particular, our profitability, are also affected by our business
mix. We offer a diversified and expanding portfolio of products and services, such as tires and
chassis parts, auto maintenance products and services, and others (mainly consisting of car detailing,
accessories, and repairs). The different categories we offer have different margins and growth
outlooks. As we introduce and promote new offerings, our overall profitability may vary from period
to period as a result of changes in products and services category mix and their respective margin
profiles. In addition, our profitability may be impacted by our business-mix related marketing
decisions in a particular period as well as promotions that we may extend to our customers in a
particular period. Our diversified and expanding offerings of products and services also enable us to
provide a convenient automotive service experience catering to the various needs of car owners,
driving customer acquisition and retention and increasing cross-selling activities.

Our ability to enhance procurement and supply chain management

Cost of automotive products and services has been a major component of our cost of revenue,
accounting for 88.9%, 84.3%, 80.3%, 74.8%, 77.1% and 72.0% of our revenue in 2019, 2020, 2021
and 2022 and the three months ended 31 March 2022 and 2023, respectively. Product costs have
historically accounted for a substantial majority of cost of automotive products and services. Our
profitability is dependent on our ability to control these costs and expenses as a percentage of our
revenues, which in turn depends on our ability to effectively manage our supply chain.
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The well-known domestic and global brands we cooperate with enjoy the large demand from
our platform and are amenable to offering us authentic automotive products with lower costs. As our
business scales, we are able to obtain more favourable terms from suppliers, and enter into exclusive
partnerships with suppliers to develop C2M capability and private label products, which help us
enhance profitability. In addition, our user data and Al-based data analytics capabilities will help
optimise supply chain efficiency. Our scale also helps us optimise our fulfilment expenses.

IMPACT OF COVID-19 ON OUR OPERATIONS

In an effort to control the spread of the COVID-19 pandemic, China took precautionary
measures, such as extending the Chinese New Year holiday, travel restrictions, quarantines, remote
working, cancellation of public events, and recommendations against travel for leisure, among
others. These measures adversely affected our operations and financial performance during the Track
Record Period.

The restriction on or advise against travel, including travel for holidays, reduces miles driven,
and as a result needs for tire changes, vehicle maintenance, and repairs decreased accordingly. Other
precautionary measures such as lockdowns, social-distancing, remote working and generally the fear
of contracting the disease made our customers less willing to visit our stores for services or
postponed their needs for services. Stores in our network were closed temporarily due to cautionary
measures and shortage of labour. For instance, more than 200 Tuhu workshops were closed for the
whole month of February 2020. We experienced a sharp decline in the sales of automotive products
and services in February 2020. While we still managed to achieve a revenue growth of 24.3% from
2019 to 2020, the growth is slower than expected. Hubei province and Henan province were
materially affected by the COVID-19 pandemic in 2020. The Tuhu workshops located in these two
provinces only accounted for 10.1% of our total number of Tuhu workshops as of 31 December
2020. The below table sets forth the average monthly in-operation ratios of Tuhu workshops in 2020.

January® February March April May June July  August September October November December
70.4%  28.4% 86.5% 97.3% 97.4% 97.1% 96.5% 96.6% 96.7% 96.5% 96.7%  96.3%

Note:
(1) The Chinese New Year holiday also contributed to the lower ratio in January.

Our network expansion was also affected. While we managed to increase the number of Tuhu
workshops and partner stores according to our plan, many of these were opened in the second half of
2020. As these stores were afforded less time to organise their operations and ramp up, their results
of operations have been negatively affected. Meanwhile, we have experienced and may continue to
experience impacts caused by business disruptions to certain of our suppliers as a result of the
COVID-19 pandemic, which have adversely affected our business, financial condition, results of

operations and cash flows.

Despite the adverse impact of the COVID-19 pandemic, due to our scale, we exhibited better
resilience in difficult times than smaller scale operators, which helped us attract more franchisees.
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The COVID-19 resurgence caused by the Omicron variants since late March 2022 adversely
affected our operations in certain cities in China. For example, the average monthly in-operation
ratio of our Tuhu workshops in Shanghai was less than 5% in April and May 2022. The average
monthly in-operation ratio of our Tuhu workshops in Beijing was around 65% in May 2022. The
number of our transacting users decreased from 1.8 million in March 2022 to 1.7 million in April
2022.

The below table sets forth the average monthly in-operation ratios of Tuhu workshops in 2022.

January February® March April May June July August September October November December
87.2% 782% 87.0% 79.6% 83.8% 93.9% 94.0% 93.2% 90.9% 90.6% 84.9% 90.7%

Note:

(1)  Lower ratio in February is mainly due to the Chinese New Year holiday.

In December 2022, China began to ease its dynamic zero-COVID policy, and most of the travel
restrictions and quarantine requirements were lifted by the end of 2022. There were surges of cases
in many cities in December 2022 and January 2023 which caused disruption to our operations. For
instance, a large number of our employees were successively infected and on sick leave. The average
weekly attendance ratio of staff working at our warehouses dropped to a lowest of 63.8%, which
negatively affected our logistics efficiency. There remains uncertainty as to the future impact of the
virus. The extent to which the pandemic impacts our results of operations going forward will depend
on future developments which are highly uncertain and unpredictable, including the frequency,
duration and extent of outbreaks of COVID-19, the appearance of new variants with different
characteristics, the effectiveness of efforts to contain or treat cases, and future actions that may be
taken in response to these developments. We cannot guarantee you, however, that the COVID-19
pandemic will not further escalate or have a material adverse effect on our results of operations,
financial position or prospects. For more details, please refer to “Risk Factors — Risks Related to
Our Business and Industry — Our business has been and may continue to be adversely affected by
the COVID-19 pandemic.”

We currently do not anticipate any material deviation from our development and expansion plan
due to the COVID-19 pandemic. We believe that the level of liquidity is sufficient to successfully
navigate an extended period of uncertainty. As of 31 March 2023, we had cash and bank balances of
RMBA4.7 billion.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Some of our accounting policies require us to apply estimates and assumptions as well as
complex judgements relating to accounting items. The estimates and assumptions we use and the
judgements we make in applying our accounting policies have a significant impact on our financial
position and results of operations. Our management continually evaluates such estimates, assumptions
and judgements based on past experiences and other factors, including expectations of future events
that are believed to be reasonable under the circumstances. There has not been any material deviation
between our management’s estimates or assumptions and actual results, and we have not made any
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material changes to these estimates or assumptions during the Track Record Period. We do not expect
any material changes in these estimates and assumptions in the foreseeable future.

Set forth below are discussions of the accounting policies that we believe are of critical
importance to us or involve the most significant estimates, assumptions and judgements used in the
preparation of our financial statements. Other significant accounting policies, estimates, assumptions
and judgements, which are important for understanding our financial condition and results of
operations, are set forth in detail in notes 3 and 4 to the Accountants’ Report in Appendix I to this
document.

Significant Accounting Policies
Revenue recognition

Revenue from contracts with customers is recognised when control of services or of goods is
transferred to the customers at an amount that reflects the consideration to which we expect to be
entitled in exchange for those services or goods.

When the consideration in a contract includes a variable amount, the amount of consideration is
estimated to which we will be entitled in exchange for transferring the goods or services to the
customer.

Automotive products and services

Automotive products and services comprise mainly of sales of automotive product such as tires,
automotive parts and maintenance products to individuals and automotive service providers, sales of
automotive services such as car wash and detailing services, and sales of bundled tire replacement
and comprehensive installation and maintenance services. We provide automotive products and
services through our online interfaces and offline stores. We recognise revenue at a point in time
when customers take possession of and accept the automotive products and services. For a
transaction that contains sale of automotive products or sale of bundled automotive products and
services, we recognise revenue on a gross basis as we are the principal in the arrangement that we
bear product inventory risk and control the services prior to the transfer to our customer and we are
responsible for the acceptability of the products and services, regardless of whether the transaction is
fulfilled through self-operated Tuhu workshop, franchised Tuhu workshop or partner store. For a
service-only transaction, we recognise revenue on a gross basis when the transaction is fulfilled
through self-operated and franchised Tuhu workshop as we control the services prior to the transfer
to our customer and we are responsible for the acceptability of the services. We recognise revenue on
a net basis when automotive services sold by us was fulfilled through partner stores, as we act as an
agent and the partners stores are responsible for the acceptability of the services.

We recognise revenue net of discounts and return allowances. For coupons that are not issued
concurrently with the completion of a sales transaction, we recorded such incentives as a deduction
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of revenue when used by customers, except for referral coupons, which are recognised as selling and
marketing expenses when customers provide a customer referral. The amount of marketing expenses
related to customer referral is insignificant for the periods presented. For coupons issued to
customers concurrent with the completion of a sales transaction that can be redeemed for future
products or services before expiration (which is generally within 12 months from issue date), we
accounted for such coupons as separate performance obligations. Revenue allocated to these coupons
is deferred and recognised as the obligation to the customers is satisfied. During the Track Record
Period, each of the amount of deferred and recognised revenue for these coupons was immaterial.

We allow for return of products within seven days or 30 days, as applicable. We estimate a
provision for product returns based on our historical experience. As of 31 December 2019, 2020,
2021 and 2022 and 31 March 2023, estimated liabilities for return allowances were not significant.

We also sell automotive service vouchers to our key account customers. There are two forms of
sales of service vouchers, i.e., pay-by-consumption and prepaid service voucher. The majority of
such sales of vouchers are paid by those key account customers in accordance with the actual
consumption. Certain sales of vouchers are prepaid where key account customers make bulk
purchases of vouchers with non-refundable upfront payment, and the value of prepayment is initially
recognised as a contract liability. We recognise revenues from sales of automotive service vouchers
when they are redeemed. For prepaid automotive service vouchers, as the vouchers sold at any given
point generally expire over the next 12 months and the prepayment is not refundable, we also expect
to be entitled to a breakage amount, which is the amount of vouchers that is not expected to be
redeemed. The estimated breakage is then recognised as revenue in proportion to the pattern of
customer’s redemption of the underlying vouchers. We review our breakage estimates at least
annually based upon the latest available information regarding redemption and expiration patterns.
Revenue from breakage amount was not significant during the Track Record Period.

Franchise services

Franchise services include an upfront franchise fee, monthly fixed management fees and profit-
based royalty fees. The upfront franchise and management fees are recognised over the term of the
franchise agreements. Franchised stores pay recurring royalty fees, based on a fixed percentage of
the franchised stores’ monthly profits. The recurring royalty fees are recognised at the time the
underlying franchised stores’ sales occur. Each franchised store is required to make a deposit, which
is fully refundable upon the termination of the franchise agreement.

Advertising services

Advertising services comprise mainly the services where we display our customers’
advertisements on our online interfaces and at our offline stores. Revenues are recognised ratably
over the contractual advertising display period as it most faithfully depicts the simultaneous
consumption and delivery of services.
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Others

Other revenues mainly represent revenues from insurance brokerage and insurance agency
services, software-as-a-service (“SaaS”) solutions, sales of new energy vehicles, sales of used cars
and used car transaction services. Revenues from SaaS solutions on fixed-period basis are recognised
over the term of the agreements. Revenues from SaaS solutions on project basis, revenues from sales
of new energy vehicles and revenues from other categories are recognised at a point in time when
customers take possession of and accept the products and services.

Share-based payments

We operate share award schemes for the purpose of providing incentives and rewards to
eligible participants who contribute to the success of our operations. Our employees (including
directors) and our consultants receive remuneration in the form of share-based payments, whereby
rendering services in exchange for equity instruments (“equity-settled transactions”).

The cost of equity-settled transactions with employees is measured by reference to the fair
value at the dates at which they are granted. The cost of equity-settled transactions with consultants
are measured by reference indirectly to the fair values of the equity instruments granted at the dates
the counterparty renders services as the fair values of the service received cannot be directly reliably
estimated. The fair values of equity instrument granted are determined by an external valuer using a
binomial model, further details of which are given in note 39 to the Accountants’ Report in
Appendix I to this document.

Convertible Redeemable Preferred Shares

Convertible redeemable preferred shares are designated as financial liabilities at fair value
through profit or loss, details of which are included in note 34 to the Accountants’ Report in
Appendix I to this document.

Financial liabilities designated upon initial recognition as at fair value through profit or loss are
designated at the initial date of recognition, and only if the criteria in IFRS 9 are satisfied. Gains or
losses on liabilities designated at fair value through profit or loss are recognised in the statement of
profit or loss, except for the gains or losses arising from our own credit risk which are presented in
other comprehensive income with no subsequent reclassification to the statement of profit or loss.
The net fair value gain or loss recognised in the statement of profit or loss does not include any
interest charged on these financial liabilities.

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

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

Income tax

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

Current tax assets and liabilities are measured at the amount expected to be recovered from or
paid to the taxation authorities, based on tax rates (and tax laws) that have been enacted or
substantively enacted by the end of the financial year or period, taking into consideration
interpretations and practises prevailing in the countries in which we operate.

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

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

* when the deferred tax liability arises from the initial recognition of goodwill or an asset or
liability in a transaction that is not a business combination and, at the time of the

transaction, affects neither the accounting profit nor taxable profit or loss; and

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

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

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

* in respect of deductible temporary differences associated with investments in subsidiaries,
associates and joint ventures, deferred tax assets are only recognised to the extent that it is
probable that the temporary differences will reverse in the foreseeable future and taxable
profit will be available against which the temporary differences can be utilised.
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The carrying amount of deferred tax assets is reviewed at the end of each financial year or
period and reduced to the extent that it is no longer probable that sufficient taxable profit will be
available to allow all or part of the deferred tax assets to be utilised. Unrecognised deferred tax
assets are reassessed at the end of each financial year or period and are recognised to the extent that
it has become probable that sufficient taxable profit will be available to allow all or part of the
deferred tax assets to be recovered.

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

Deferred tax assets and deferred tax liabilities are offset if and only if we have a legally
enforceable right to set off current tax assets and current tax liabilities and the deferred tax assets
and deferred tax liabilities relate to income taxes levied by the same taxation authority on either the
same taxable entity or different taxable entities which intend either to settle current tax liabilities and
assets on a net basis, or to realise the assets and settle the liabilities simultaneously, in each future
period in which significant amounts of deferred tax liabilities or assets are expected to be settled or
recovered.

Lease

We assess at contract inception whether a contract is, or contains, a lease. A contract is, or
contains, a lease if the contract conveys the right to control the use of an identified asset for a period
of time in exchange for consideration.

Group as a lessee

We apply a single recognition and measurement approach for all leases, except for short-term
leases. We recognise lease liabilities to make lease payments and right-of-use assets representing the
right to use the underlying assets.

Right-of-use assets

Right-of-use assets are recognised at the commencement date of the lease (that is the date the
underlying asset is available for use). Right-of-use assets are measured at cost, less any accumulated
depreciation and any impairment losses, and adjusted for any remeasurement of lease liabilities. The
cost of right-of-use assets includes the amount of lease liabilities recognised, initial direct costs
incurred, and lease payments made at or before the commencement date less any lease incentives
received. Right-of-use assets are depreciated on a straight-line basis over the shorter of the lease
terms and the estimated useful lives of the assets. Right-of-use assets are subject to impairment.

Lease liabilities
Lease liabilities are recognised at the commencement date of the lease at the present value of

lease payments to be made over the lease term. The lease payments include fixed payments
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(including in-substance fixed payments) less any lease incentives receivable, variable lease payments
that depend on an index or a rate, and amounts expected to be paid under residual value guarantees.
The lease payments also include the exercise price of a purchase option reasonably certain to be
exercised by us and payments of penalties for termination of a lease, if the lease term reflects us
exercising the option to terminate the lease. The variable lease payments that do not depend on an
index or a rate are recognised as an expense in the period in which the event or condition that
triggers the payment occurs.

In calculating the present value of lease payments, we use incremental borrowing rate at the
lease commencement date because the interest rate implicit in the lease is not readily determinable.
After the commencement date, the amount of lease liabilities is increased to reflect the accretion of
interest and reduced for the lease payments made. In addition, the carrying amount of lease liabilities
is remeasured if there is a modification, a change in the lease term, a change in lease payments (e.g.,
a change to future lease payments resulting from a change in an index or rate) or a change in
assessment of an option to purchase the underlying asset.

Short-term leases

We apply the short-term lease recognition exemption to our short-term leases (that is those
leases that have a lease term of 12 months or less from the commencement date and do not contain a
purchase option). Lease payments on short-term leases are recognised as an expense on a straight-
line basis over the lease term.

Significant Accounting Judgements and Estimates

The preparation of our historical financial information requires management to make
judgements, estimates and assumptions that affect the reported amounts of revenues, expenses, assets
and liabilities, and their accompanying disclosures, and the disclosure of contingent liabilities.
Uncertainty about these assumptions and estimates could result in outcomes that could require a
material adjustment to the carrying amounts of the assets or liabilities affected in the future.

The key assumptions concerning the future and other key sources of estimation uncertainty as
of 31 December 2019, 2020, 2021 and 2022 and 31 March 2023, that have a significant risk of
causing a material adjustment to the carrying amounts of assets and liabilities within the next
financial year, are described below.

Leases — estimating the incremental borrowing rate

We cannot readily determine the interest rate implicit in a lease, and therefore, we use an
incremental borrowing rate (“IBR”) to measure lease liabilities. The IBR is the rate of interest that
we would have to pay to borrow over a similar term, and with a similar security, the funds necessary
to obtain an asset of a similar value to the right-of-use asset in a similar economic environment. The
IBR therefore reflects what we “would have to pay”, which requires estimation when no observable
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rates are available (such as for subsidiaries that do not enter into financing transactions) or when it
needs to be adjusted to reflect the terms and conditions of the lease (for example, when leases are not
in the subsidiary’s functional currency). We estimate the IBR using observable inputs (such as
market interest rates) when available and is required to make certain entity-specific estimates (such
as the subsidiary’s stand-alone credit rating).

Impairment of non-financial assets (other than goodwill)

We assess whether there are any indicators of impairment for all non-financial assets (including
the right-of-use assets) at the end of each of the financial year or period. Other non-financial assets
are tested for impairment when there are indicators that the carrying amounts may not be
recoverable. An impairment exists when the carrying value of an asset or a cash-generating unit
exceeds its recoverable amount, which is the higher of its fair value less costs of disposal and its
value in use. The calculation of the fair value less costs of disposal is based on available data from
binding sales transactions in an arm’s length transaction of similar assets or observable market prices
less incremental costs for disposing of the asset. When value in use calculations are undertaken,
management must estimate the expected future cash flows from the asset or cash-generating unit and
choose a suitable discount rate in order to calculate the present value of those cash flows.

Fair value of convertible redeemable preferred shares

The convertible redeemable preferred shares issued by us are not traded in an active market and
the respective fair values are determined by using valuation techniques, including the option-pricing
method and the equity allocation model. Valuation techniques are certified by an independent and
recognised international business valuer before being implemented for valuation and are calibrated to
ensure that outputs reflect market conditions. Key assumptions include the risk-free interest rate,
discounts for lack of marketability (“DLOM”) and volatility. Further details are set out in note 34 to
the Accountants’ Report in Appendix I to this document.

Fair value measurement of share-based payments

We have set up 2019 Share Incentive Plan and granted options to our directors, our employees
and consultants. The fair values of the options are determined by the binomial option-pricing model
at the date of grant to employees and at the date the consultants render services. Significant estimates
on assumptions, including the underlying equity value, risk-free rate, expected volatility, and
dividend yield, are made by our board of directors. Further details are included in note 39 to the
Accountants’ Report in Appendix I to this document.

Level 3 of Fair Value Measurement
In respect of the valuation of the financial assets and financial liabilities (including convertible

redeemable preferred shares) categorised within level 3 at fair value through profit or loss (the
“Level 3 Financial Assets and Liabilities”), with reference to the guidance under the “Guidance Note
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on Directors’ Duties in the Context of Valuations in Corporate Transactions” issued by the SFC in
May 2017 (the “Guidance”) applicable to directors of companies listed on the Stock Exchange, our
investment and wealth management team adopted the following procedures: (i) selected qualified
persons with adequate knowledge and conducted valuation and selection on the financial assets
without readily determinable fair value; (ii) carefully considered available information in assessing
the financial data and assumptions including but not limited to rates of return, terms, risks and
conditions; and (iii) engaged independent valuer to appraise the fair value of certain financial assets
and liabilities that are significant, provided necessary financial information to the valuer for the
valuer to assess our performed valuation procedures and discussed with the valuer on relevant
assumptions; and (iv) reviewed the valuation reports prepared by the valuer. Based on the above
procedures, our Directors are of the view that the valuation analysis performed by the valuer is fair
and reasonable and our financial statements are properly prepared. The details on the fair value
measurement of the financial assets and financial liabilities at fair value through profit or loss,
particularly the fair value hierarchy, the valuation techniques and key assumptions, including
significant unobservable inputs and the relationship of the unobservable inputs to the fair values, are
disclosed in note 45 to the Accountants’ Report in Appendix I to this prospectus.

The Reporting Accountants performed its works in accordance with Hong Kong Standard on
Investment Circular Reporting Engagement 200 “Accountants’ Reports on Historical Financial
Information in Investment Circulars” issued by the Hong Kong Institute of Certified Public
Accountants (the “HKSIR 200”) for the purpose of expressing an opinion on our historical financial
information for the Track Record Period as a whole and its opinion on the Group for the Track
Record Period as a whole is set out in the Accountants’ Report in Appendix I to this prospectus. In
relation to the fair value measurement of the financial assets categorized within Level 3 of fair value
measurement, the Joint Sponsors have conducted relevant due diligence work, including but not
limited to, (i) reviewing relevant notes and disclosure in the Accountants’ Report in Appendix I to
this prospectus; (ii) discussing with the Company and the Reporting Accountants the valuation
methodology, and the key basis and assumptions for the valuation of the financial assets categorized
within Level 3 of fair value measurement; and (iii) discussing with the Reporting Accountants to
understand the work they have performed in this regard. Having considered the work done by the
Directors and the Reporting Accountant and the relevant due diligence conducted by the Joint
Sponsors, nothing has come to the Joint Sponsors’ attention to disagree with the Directors and the
Reporting Accountant in respect of the valuation of such financial assets. In relation to the financial
liabilities categorised within Level 3 of fair value measurement, the Joint Sponsors have conducted
relevant due diligence work, including but not limited to, (i) interviewing the external appraiser
about the assumptions and methodology used for the valuation of the financial liabilities categorised
within Level 3 of fair value measurement; (ii) obtaining and inspecting the credentials of the external
appraiser to ascertain its expertise and industry experience; (iii) discussing with the Company to
understand the key basis and assumptions for the valuation of the financial liabilities categorised
within Level 3 of fair value measurement; (iv) discussing with the Reporting Accountants pertaining
to the audit procedure conducted in this regard; (v) reviewing relevant notes and disclosure in the
Accountants’ Report in Appendix I to this prospectus; and (vi) obtaining and reviewing the relevant
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subscription agreements regarding the financial liabilities of the Company. Having considered the
work done by the Directors and the Reporting Accountants and the relevant due diligence conducted
by the Joint Sponsors, nothing has come to the Joint Sponsors’ attention that would cause the Joint
Sponsors to question the valuation performed by the external appraiser on the financial liabilities
categorised within Level 3 of fair value measurement.

Impairment testing of goodwill

The carrying amount of goodwill allocated to the cash-generating unit (“CGU”) for goodwill
impairment testing is as follows:

As at
As at 31 December 31 March
2019 2020 2021 2022 2023

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Xi’an Jushuohua (notea) ......................... — 14,789 14,789 14,789 14,789
— 1,031 1,031 1,031

14,789 15,820 15,820 15,820

Shanghai Xiangming (noteb) .....................

Notes:

(a)  On 31 December 2020, our subsidiary, Shanghai Yangman Consulting Co., Ltd. acquired 64.61% equity interests in Xi’an
Jushuohua Automobile Technology Co. Ltd. (“Xi’an Jushuohua”) from a third party. The principal activity of Xi’an
Jushuohua is automotive products and services.

(b)  On 31 March 2021, our subsidiary, Shanghai Tuju Enterprise Management Consulting Co., Ltd. acquired 100% equity
interests in Xiangming (Shanghai) Automotive Technology Service Co., Ltd. (“Shanghai Xiangming”) from a third party. The
principal activity of Shanghai Xiangming is automotive products and services.

The recoverable amounts of the CGU have been determined based on a value in use calculation
using cash flow projections from financial budgets approved by senior management covering a
S-year period. Key assumptions used in the calculation are as follows:

As of 31 December 2020

Xi’an Jushuohua

Annual revenue growth rate for the S-year period ........... ... .. .. .. ... 15.0%-50.0%
GroSs PrOfit TAte . . . oottt et e 60.7%-61.5%
Terminal growth rate . . ... .. ..o 2.3%
Pre-tax diScount rate ... ....... .. 19.98%
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As of 31 December 2021

Annual revenue growth rate for the 5-year period

Gross profit rate

Terminal growth rate
Pre-tax discount rate

As of 31 December 2022

Annual revenue growth rate for the 5-year period

Gross profit rate

Terminal growth rate

Pre-tax discount rate

As at 31 March 2023

Annual revenue growth rate for the 5-year period

Gross profit rate
Terminal growth rate

Pre-tax discount rate

Xi’an Jushuohua

Shanghai

Xiangming

8.0%-50.0%
61.1%
2.3%
19.95%

Xi’an Jushuohua

10.0%-45.0%
13.9%-54.6%
2.3%

17.00%

Shanghai

Xiangming

2.3%-36.0%
60.5%-61.8%
2.3%

21.17%

Xi’an Jushuohua

2.3%-29.0%
32.4%-50.5%
2.3%

20.83%

Shanghai

Xiangming

2.3%-35.0%
60.8%-61.5%
2.3%

21.05%

2.3%-39.6%
32.3%-46.8%
2.3%

22.59%

The expected revenue growth rate and gross profit rates are determined by the management
based on past performance and its expectation for market development. The discount rates used are

before tax and reflect specific risks relating to the relevant units.

At the end of each year of the Track Record Period, the headroom that the recoverable amount

of each CGU exceeds its carrying amount are as follows:

As at
As at 31 December 31 March
2020 2021 2022 2023
RMB’000 RMB’000 RMB’000 RMB’000
Xi’an Jushuohua . ........ ... .. ... . . . 5,199 11,856 3,698 4,425
N/A 294 161 337

Shanghai Xiangming
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We perform the sensitivity analysis based on the assumption that revenue amount or terminal
value or the discount rate has been changed. Had the estimated key assumptions during the forecast
period been changed, the headroom would be decreased to as follows:

As at
As at 31 December 31 March
2020 2021 2022 2023

RMB’000 RMB’000 RMB’000 RMB 000
Xi’an Jushuohua

— Revenue amount decreases by 10% ...................... 1,692 7,463 256 1,014
— Terminal value decreases by 10% . ....................... 1,410 8,700 1,490 2,180
— Pre-tax discount rate increases by 5% . ... ... .. 1,193 8,153 1,268 2,043
As at
As at 31 December 31 March
2020 2021 2022 2023

RMB’000 RMB’000 RMB’000 RMB’000

Shanghai Xiangming

— Revenue amount decreases by 10% ...................... N/A 109 21 177
— Terminal value decreases by 10% . ....................... N/A 64 61 234
— Pre-tax discount rate increases by 5% . ... ... ... N/A 80 59 241

As of 31 December 2020, a 14.82% decrease in estimated revenue amount, a 13.72% decrease
in estimated terminal value, a 6.62% increase in estimated discount rate, all changes taken in
isolation in the value-in-use calculations, would remove the remaining headroom for Xi’an
Jushuohua. As of 31 December 2021, a 26.99% decrease in estimated revenue amount, a 37.57%
decrease in estimated terminal value, a 18.44% increase in estimated discount rate, all changes taken
in isolation in the value-in-use calculations, would remove the remaining headroom for Xi’an
Jushuohua. As of 31 December 2022, a 10.74% decrease in estimated revenue amount, a 16.75%
decrease in estimated terminal value, a 7.85% increase in estimated discount rate, all changes taken
in isolation in the value-in-use calculations, would remove the remaining headroom for Xi’an
Jushuohua. As of 31 March 2023, a 12.91% decrease in estimated revenue amount, a 19.71%
decrease in estimated terminal value, a 9.78% increase in estimated discount rate, all changes taken
in isolation in the value-in-use calculations, would remove the remaining headroom for Xi’an
Jushuohua.

As of 31 December 2021, a 15.90% decrease in estimated revenue amount, a 13.99% decrease in
estimated terminal value, a 7.03% increase in estimated discount rate, all changes taken in isolation in the
value-in-use calculations, would remove the remaining headroom for Shanghai Xiangming. As of
31 December 2022, an 11.49% decrease in estimated revenue amount, a 16.07% decrease in estimated
terminal value, an 8.16% increase in estimated discount rate, all changes taken in isolation in the value-
in-use calculations, would remove the remaining headroom for Shanghai Xiangming. As of 31 March

2023, a 20.88% decrease in estimated revenue amount, a 32.74% decrease in estimated terminal value, an
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20.65% increase in estimated discount rate, all changes taken in isolation in the value-in-use calculations,
would remove the remaining headroom for Shanghai Xiangming.

Our management is of the view that a reasonably possible change in key assumptions would not
cause the carrying amount of each of the CGUs to exceed its recoverable amount as of 31 December
2020, 2021 and 2022 and 31 March 2023.

Impairment testing of licence

We perform impairment test of the insurance brokerage licence as of 31 December 2020, 2021
and 2022 and 31 March 2023. The recoverable amount has been determined based on a fair value
less costs to sell using discounted cash flow method with cash flow projections from financial
budgets approved by senior management covering a 5-year period. Key assumptions used in the
calculation are as follows:

As at
As at 31 December 31 March
2020 2021 2022 2023
Annual revenue growth rate for the 5-year

period . ... 15.0%-50.0% 3.0%-62.0% 2.3%-60.0% 2.3%-53.0%
Grossprofitrate .......... ... .. ... ..., 67.2%-69.1%26.4%-54.0%38.6%-38.9% 38.7%-43.0%
Terminal growthrate ........................ 2.3% 2.3% 2.3% 2.3%
Pre-tax discountrate ......... ... .. ... ... ..... 18.66% 19.27% 18.80% 18.80%

As of 31 December 2020, 2021 and 2022 and 31 March 2023, the headroom that the
recoverable amount of the insurance brokerage licence exceeds its carrying amount of
RMB5,132,000, RMB6,432,000, RMB4,932,000 and RMB4,932,000, respectively.

We perform the sensitivity analysis based on the assumption that revenue amount or terminal
value or the discount rate has been changed. Had the estimated key assumptions during the forecast
period been changed, the headroom would be decreased to as follows:

As at
As at 31 December 31 March
2020 2021 2022 2023

RMB’000 RMB’000 RMB’000 RMB 000

— Revenue amount decreases by 10% ...................... 532 1,632 132 72
— Terminal value decreases by 10% . ....................... 2,954 4,485 3,071 3,023
— Pre-tax discount rate increases by 5% . . ... 1,932 3,632 2,332 2,332

As of 31 December 2020, a 11.10% decrease in estimated revenue amount, a 23.56% decrease
in estimated terminal value, a 8.42% increase in estimated discount rate, all changes taken in
isolation in the calculations, would remove the remaining headroom for the licence. As of
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31 December 2021, a 13.50% decrease in estimated revenue amount, a 33.03% decrease in estimated
terminal value, a 12.38% increase in estimated discount rate, all changes taken in isolation in the
calculations, would remove the remaining headroom for the licence. As of 31 December 2022, a
10.09% decrease in estimated revenue amount, a 26.05% decrease in estimated terminal value, a
9.96% increase in estimated discount rate, all changes taken in isolation in the calculations, would
remove the remaining headroom for the licence. As of 31 March 2023, a 10.15% decrease in
estimated revenue amount, a 25.83% decrease in estimated terminal value, a 9.95% increase in
estimated discount rate, all changes taken in isolation in the calculations, would remove the

remaining headroom for the licence.
Our management is of the view that a reasonably possible change in key assumptions would not

cause the carrying amount of the licence to exceed its recoverable amount as of 31 December 2020,
2021 and 2022 and 31 March 2023.
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DESCRIPTION OF MAJOR COMPONENTS OF OUR RESULTS OF OPERATIONS

The following table sets forth our consolidated statements of profit or loss with line items in
absolute amounts and as percentages of our revenue for the periods indicated:

For the Three Months Ended

For the Year Ended 31 December 31 March
2019 2020 2021 2022 2022 2023
RMB % RMB % RMB % RMB % RMB % RMB %

(in thousands, except for percentage data)

(unaudited)

Revenue ................ 7,040,361 100.0 8,753,316 100.0 11,724,263 100.0 11,546,851 100.0 2,969,165 100.0 3,264,621 100.0
Cost of revenue .......... (6,516,954) (92.6)(7,673,294) (87.7) (9,853,961) (84.0) (9,276,669) (80.3)(2,436,293) (82.1)(2,474,837) (75.8)
Gross Profit ............. 523,407 7.4 1,080,022 12.3 1,870,302 16.0 2,270,182 19.7 532,872 17.9 789,784 24.2
Other income and gains,

net ... 11,589 02 114,528 1.3 121,452 1.0 151452 1.3 8,857 0.3 17,427 0.5
Operations and support

CXPEeNSES . ... (216,180) (3.1) (308,265) (3.5) (654,051) (5.6) (627,473) (5.4) (166,231) (5.6) (139,362) (4.3)
Research and development

EXPeNSes . ..., (223,279) (3.2) (369,505) (4.2) (619,583) (5.3) (621,365) (5.4) (162,312) (5.5) (152,744) (4.7)
Selling and marketing

EXPeNSes ... ........... (1,040,958) (14.7)(1,262,616) (14.4) (1,681,131) (14.3) (1,542,216) (13.3) (378,324) (12.7) (421,459) (12.9)
General and administrative

EXPenses .. ............ (197,906) (2.8) (193,143) (2.2) (351,022) (3.0) (399,094) (3.5) (99,153) (3.3) (95,963) (2.9)
Fair value changes on

financial assets at fair

value through profit and

loss ..o 8,197 0.1 26,113 0.3 154 0.0 4,594 0.0 3,615 0.1 (193) (0.0)
Operatingloss ........... (1,135,130) (16.1) (912,866) (10.4) (1,313,879) (11.2) (763,920) (6.6) (260,676) (8.8) (2,510) (0.1)
Finance income . .......... 41,707 0.6 63,236 0.7 63,504 0.5 56,934 0.5 11,008 0.4 25,414 0.8
Finance costs . ............ (26,397) (0.4) (50,530) (0.6) (65,696) (0.6) (27,875) (0.2) (9,286) (0.3) (4,901) (0.2)

Fair value changes of

convertible redeemable

preferred shares .. ....... (1,933,597) (27.4)(2,992,664) (34.2) (4,441,164) (37.9) (1,339,273) (11.7) (342,022) (11.6) (297,954) (9.1)
Loss on repurchase of

convertible redeemable

preferred shares . . ....... (363,868) (5.2) —_ — —_ — —_ — — — —_ —
Share of profits and losses of:
Joint ventures ............ —_- — - — —_- - (2,985) (0.0) —_- - (2,134) (0.1)
Associates ............... (691) (0.0) (10,791) (0.1) (52,744) (0.4) (30,530) (0.3) (3,511) (0.1) 5,023 0.2
Loss beforetax .......... (3,417,976) (48.5)(3,903,615) (44.6) (5,809,979) (49.6) (2,107,649) (18.3) (604,487) (20.4) (277,062) (8.5)
Income tax expense ....... (10,302) (0.2) (24,594) (0.3) (34,822) (0.3) (30,666) (0.2) (5,237) (0.1) (1,470) (0.0)

Loss for the year/period . .. (3,428,278) (48.7)(3,928,209) (44.9) (5,844,801) (49.9) (2,138,315) (18.5) (609,724) (20.5) (278,532) (8.5)

Attributable to:
Owners of the parent . . . . . .. (3,428,278) (48.7)(3,928,209) (44.9) (5,840,577) (49.8) (2,136,173) (18.5) (608,888) (20.5) (278,151) (8.5)
Non-controlling interests . . . — - —_ - (4,224) (0.1) (2,142) (0.0) (836) (0.0) (381) (0.0)
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NON-IFRS MEASURES

To supplement our consolidated financial statements, which are presented in accordance with
IFRSs, we also use adjusted EBITDA (non-IFRS measure) and adjusted net profit/loss (non-IFRS
measure), as additional financial measures, which are not required by, or presented in accordance
with, IFRSs. Adjusted EBITDA (non-IFRS measure) represents loss for the year/period excluding
income tax expenses, finance income, finance costs, depreciation and amortisation, share-based
payment expenses, fair value changes of convertible redeemable preferred shares, loss on repurchase
of convertible redeemable preferred shares and listing expenses.

Adjusted net profit/loss (non-IFRS measure) represents loss for the year/period excluding
share-based payment expenses, fair value changes of convertible redeemable preferred shares, loss
on repurchase of convertible redeemable preferred shares and listing expenses.

We have made the following adjustments consistently during the Track Record Period:

» Share-based payment expenses primarily represent the non-cash employee benefit expenses
incurred in connection with our 2019 Share Incentive Plan. Such expenses in any specific
period are not expected to result in future cash payments.

» Fair value changes of convertible redeemable preferred shares mainly represent changes in
the fair value of the convertible redeemable preferred shares issued by us and relate to
changes in our valuation. We do not expect to record any further fair value changes of the
convertible redeemable preferred shares after Listing as preferred shares liabilities will be
redesignated and reclassified from liabilities to equity as a result of the automatic conversion
into ordinary shares upon the Listing.

* Loss on repurchase of convertible redeemable preferred shares represents repurchase of our

convertible redeemable preferred shares as a result of withdrawals by certain investors in
2019. Such expenses are not expected to result in future cash payments.
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The following table reconciles adjusted EBITDA (non-IFRS measure) for the year/period
presented to the most directly comparable financial measure calculated and presented in accordance
with TFRSs, which is loss for the year/period:

For the
Three Months Ended
For the Year Ended 31 December 31 March
2019 2020 2021 2022 2022 2023
RMB RMB RMB RMB RMB RMB
(in thousands)
(unaudited)

Loss for the year/period .. ....... (3,428,278) (3,928,209) (5,844,801) (2,138,315) (609,724) (278,532)
Adjusted for:
Income tax expense ............ 10,302 24,594 34,822 30,666 5,237 1,470
Finance income ............... (41,707)  (63,236)  (63,504)  (56,934) (11,008) (25,414)
Financecosts ................. 26,397 50,530 65,696 27,875 9,286 4,901
Depreciation and amortisation . . . . 199,316 238,966 304,517 363,776 87,283 88,311
Share-based payment expenses . . . 95,121 41,533 118,512 219,339 52,912 66,459
Fair value changes of convertible

redeemable preferred shares ... 1,933,597 2,992,664 4,441,164 1,339,273 342,022 297,954
Loss on repurchase of convertible

redeemable preferred shares . . . 363,868 — — — — —
Listing expenses .............. — — 21,170 27,774 8,190 4,968
Adjusted EBITDA (non-IFRS

mMeasure) .................. (841,384) (643,158) (922,424) (186,546) (115,802) 160,117

We adjust for share-based payment expenses, fair value changes of convertible redeemable
preferred shares, loss on repurchase of convertible redeemable preferred shares and listing expenses
to net loss to derive adjusted net loss. For the same reasons stated above, we have made the
adjustments of share-based payment expenses, fair value changes of convertible redeemable
preferred shares and loss on repurchase of convertible redeemable preferred shares.
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The following table reconciles adjusted net profit/loss (non-IFRS measure) for the year/period
presented to the most directly comparable financial measure calculated and presented in accordance
with TFRSs, which is loss for the year/period:

For the
Three Months Ended
For the Year Ended 31 December 31 March
2019 2020 2021 2022 2022 2023
RMB RMB RMB RMB RMB RMB
(in thousands)
(unaudited)
Loss for the year/period ........... (3,428,278) (3,928,209) (5,844,801) (2,138,315) (609,724) (278,532)
Adjusted for:
Share-based payment expenses . . . 95,121 41,533 118,512 219,339 52,912 66,459
Fair value changes of convertible
redeemable preferred shares . ... 1,933,597 2,992,664 4,441,164 1,339,273 342,022 297,954
Loss on repurchase of convertible
redeemable preferred shares . ... 363,868 — — — — —
Listing expenses .. ............. — — 21,170 27,774 8,190 4,968
Adjusted net (loss)/profit (non-IFRS
MEASUIE) . o oo ee e e (1,035,692) (894,012) (1,263,955) (551,929) (206,600) 90,849

Our adjusted net loss (non-IFRS measure) was RMB1.0 billion, RMB&894.0 million, RMBI1.3
billion, RMB551.9 million and RMB206.6 million in 2019, 2020, 2021 and 2022 and the three
months ended 31 March 2022, respectively, and our adjusted net profit (non-IFRS measure) was
RMB90.8 million in the three months ended 31 March 2023. Our negative adjusted EBITDA
(non-IFRS measure) was RMB841.4 million, RMB643.2 million, RMB922.4 million, RMB186.5
million and RMB115.8 million in 2019, 2020, 2021 and 2022 and the three months ended 31 March
2022, respectively, and our positive adjusted EBITDA (non-IFRS measure) was RMB160.1 million
in the three months ended 31 March 2023.

We present the non-IFRS financial measures because they are used by our management to
evaluate our operating performance and formulate business plans. Adjusted EBITDA (non-IFRS
measure) enables our management to assess our operating results eliminating the impact of income
tax expenses, finance income, finance costs, depreciation and amortisation, share-based payment
expenses, fair value changes of convertible redeemable preferred shares, loss on repurchase of
convertible redeemable preferred shares and listing expenses. Adjusted net profit/loss (non-IFRS
measure) enables our management to assess our operating results eliminating the impact of share-
based payment expenses, fair value changes of convertible redeemable preferred shares, loss on
repurchase of convertible redeemable preferred shares and listing expenses.

Adjusted EBITDA (non-IFRS measure) and adjusted net profit/loss (non-IFRS measure) should
not be considered in isolation or construed as an alternative to loss for the year/period or any other
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measure of performance. Investors are encouraged to review our historical non-IFRS financial
measures together with the most directly comparable IFRS measures. Adjusted EBITDA (non-IFRS
measure) and adjusted net profit/loss (non-IFRS measure) presented here may not be comparable to
similarly titled measures presented by other companies. Other companies may calculate similarly
titled measures differently, limiting their usefulness as comparative measures to our data. We
encourage investors and others to review our financial information in its entirety and not rely on a
single financial measure.

Revenue

During the Track Record Period, we generate revenue primarily from providing automotive
products and services, which include (i) automotive products and services to individual end
customers through our online interfaces and offline service network, such as tires and chassis parts
replacement, auto maintenance products and services, and others (such as auto accessories, car
detailing, automated car wash and repairs), and (ii) auto parts trading services through Qipeilong,
which connects third-party auto part suppliers with automotive service providers, including stores
within and outside of our store network. We also generate revenue from providing advertising,
franchise and other services, which primarily include revenues from franchise services, advertising
services to brand owners and certain new products and services. The following table sets forth the
breakdown of our revenue, in amounts and as percentages of total revenue for the periods presented:

For the Three Months Ended
For the Year Ended 31 December 31 March

2019 2020 2021 2022 2022 2023

RMB % RMB % RMB % RMB % RMB % RMB %

(in thousands, except for percentage data)

(unaudited)
Automotive products and
services
Automotive products and
services to individual end
customers
Tires and chassis parts .. 3,839,114 54.6 4,202,427 48.0 5,064,102 432 4,592,220 39.8 1,214,000 40.9 1,356,163 41.5
Auto maintenance . .. ... 1,870,179 26.6 2,619,116 29.9 3,841,702 32.8 4,025,150 349 991,829 33.4 1,194,334 36.6
Others®) .. ............ 494,720 7.0 559,696 6.4 645,531 5.5 639,092 55 149,300 5.0 166,321 5.1
Subtotal .............. 6,204,013 88.2 7,381,239 84.3 9,551,335 81.5 9,256,462 80.2 2,355,129 79.3 2,716,818 83.2
Qipeilong® . ............ 614,938 8.7 958970 11.0 1,514910 129 1,466,286 12.7 431,662 14.5 328,152 10.1
Subtotal ................ 6,818,951 96.9 8,340,209 95.3 11,066,245 94.4 10,722,748 92.9 2,786,791 93.8 3,044,970 93.3
Advertising, franchise and
other services
Franchise services® ...... 167,246 2.4 300,606 34 474,158 4.0 549,679 4.8 135206 4.6 173,826 5.3
Advertising services ... ... 51,294 0.7 72,984 0.8 83,950 0.7 59,256 0.5 9,341 0.3 19,016 0.6
Others® ................ 2,870 0.0 39,517 0.5 99,910 09 215,168 1.8 37,827 13 26,809 0.8
Subtotal ................ 221,410 3.1 413,107 4.7 658,018 5.6 824,103 7.1 182374 6.2 219,651 6.7
Total .................... 7,040,361 100.0 8,753,316 100.0 11,724,263 100.0 11,546,851 100.0 2,969,165 100.0 3,264,621 100.0
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Notes:
(1)  Others under automotive products and services to individual end customers primarily consist of revenues from auto
accessories, car detailing, automated car wash and repairs. We recognise revenue on a net basis when an automotive service

order is placed online by our end customer and the service is rendered by our partner store. The below table sets forth the
breakdown of others for the periods indicated:

For the
Three Months Ended
For the Year Ended 31 December 31 March
2019 2020 2021 2022 2022 2023
(RMB in thousands)
(unaudited)
AULO ACCESSOTIES . . o vttt et e e 325,368 338,723 400,898 380,069 94,413 96,933
Car detailing, automated car wash and repairs . ......... 69,639 110,082 148,934 146,694 32,439 36,890
Others . ... ... 99,713 110,891 95,699 112,329 22,448 32,498
Total ....... .. ... .. . 494,720 559,696 645,531 639,092 149,300 166,321

(2)  We recognise revenue from sales of auto parts through Qipeilong to (i) third-party auto parts dealers/customers and service
providers and (ii) Tuhu workshops and partner stores, at gross basis and at the point in time when they have taken possession
of and accepted the auto parts, as well as the expiration of a 30-day unconditional return period. Costs are recognised at the
same time when revenue is recognised.

(3)  We recognise revenue from providing franchise services to our franchisees pursuant to the franchise agreements, which allow
our franchisees to operate Tuhu Workshops, and enjoy the benefits of our Tuhu brand, online customer traffic, supply chain
infrastructure, and the auto service technical support systems that we provide. The below table sets forth the breakdown of

revenues from franchise services during the Track Record Period.

For the
Three Months Ended
For the Year Ended 31 December 31 March
2019 2020 2021 2022 2022 2023
(RMB in thousands)
(unaudited)
Upfront franchise fees™ ...................... 57,803 104,342 151,043 179,776 44,086 49,160
Monthly fixed management fees . .............. 70,099 118,422 197,480 229,268 60,048 74,867
Profit-based royalty fees™ .................... 39,344 77,842 125,635 140,635 31,072 49,799

.................................... 167,246 300,606 474,158 549,679 135,206 173,826

Revenue from the upfront franchise fees was recognised over the term of the franchise agreement on a straight-line basis. For the years
of 2019, 2020, 2021 and 2022 and the three months ended 31 March 2022 and 2023, the average upfront franchise fee per Tuhu
workshop were RMB58,006, RMB57,663, RMB50,508, RMB44,122, RMB11,691 and RMB10,803, respectively, and the average
profit-based royalty fees per Tuhu workshop were RMB39,482, RMB43,019, RMB42,011, RMB34,516, RMBS,240 and RMB10,944,
respectively. The number of Tuhu workshops used for calculation is the average of the number of franchised Tuhu workshops as at the

beginning and as at the end of each year/period.
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(4)  Others under advertising, franchise and other services primarily include sales of new energy vehicles and repair services,
insurance brokerage and insurance agency services, sales of used cars and used car transaction services, and SaaS solutions.

The below table sets forth the breakdown of others for the periods indicated:

For the
Three Months Ended
For the Year Ended 31 December 31 March
2019 2020 2021 2022 2022 2023
(RMB in thousands)
(unaudited)
Sales of new energy vehicles and repair
SEIVICES . vttt et — — 25,115 132,082 20,116 10,216
Insurance brokerage and insurance agency
SEIVICES .+ v vt ettt et et et 2,245 19,832 25,840 9,508 3,071 2,542
Sales of used cars and used car transaction
SEIVICES © vttt ettt e e e — 10,359 17,834 10,108 1,712 4311
SaaSsolutions ............ ... ... ... .. ... .. — 8,389 11,252 22,143 4,501 2,464
Others ........ ... 625 938 19,869 41,327 8,427 7,276
Total ......... ... ... ... .. 2,870 39,517 99,910 215,168 37,827 26,809

The sale of new energy vehicles and repair services increased significantly from 2021 to 2022, primarily due to (i) the increase in the
sales of new energy vehicles as we established cooperation with more NEV brands since the last quarter of 2021 in line with our
business expansion of NEV sales, and (ii) the increase in the battery and charging pile maintenance and repair service orders we

completed.

Based on the due diligence work conducted by and the information available to the Joint
Sponsors after taking into consideration the view of the CIC that the pricing bases (the “Pricing
Bases™) for the fees the Company charges the franchised Tuhu workshops are in line with the
industry peers, nothing has come to the attention of the Joint Sponsors that would reasonably cause
them to believe that the Pricing Bases are not in line with the industry peers or are not on arm’s
length basis.
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Cost of Revenue

Cost of revenue primarily consists of our cost of automotive products and services to individual

end customers, which mainly include cost of procuring the products that we sell through online

interfaces and offline service network, and cost of acquiring services provided by franchised Tuhu

workshops and partner stores. The following table sets forth the breakdown of our cost of revenue, in

amounts and as percentages of total revenue for each of the periods presented:

Cost of automotive products
and services
Cost of automotive products
and services to individual
end customers

Cost of tires and chassis

Cost of auto maintenance . .
Cost of others ...........

Subtotal ................
Cost associated with
Qipeilong .. .............

Subtotal ..................

Cost of advertising, franchise
and other services .........
Cost of self-operated Tuhu

workshops and others® .. ..

For the Three Months Ended

For the Year Ended 31 December 31 March
2019 2020 2021 2022 2022 2023
RMB % RMB % RMB % RMB % RMB % RMB %
(in thousands, except for percentage data)
(unaudited)

3,691,044 52.4 3,875,709 443 4,607,896 39.3 3945254 342 1,061,053 35.7 1,136,615 34.8
1,474,333 209 2,015,052 23.0 2,823,579 24.1 2,833,070 24.5 708,999 23.9 798,135 24.4
482,841 6.9 539,740 6.2 612,442 52 569,145 49 134298 45 143,127 44
5,648,218 80.2 6,430,501 73.5 8,043,917 68.6 7,347,469 63.6 1,904,350 64.1 2,077,877 63.6
607,936 8.7 952,092 10.8 1,375,682 11.7 1,292,252 11.2 385,506 13.0 270,777 8.4
6,256,154 889 7,382,593 84.3 9,419,599 80.3 8,639,721 74.8 2,289,856 77.1 2,348,654 72.0
32,851 0.5 64,442 0.7 113,169 1.0 227,174 2.0 40,758 1.4 34276 1.0
227,949 32 226,259 2.7 321,193 27 409,774 3.5 105,679 3.6 91,907 2.8
6,516,954 92.6 7,673,294 87.7 9,853,961 84.0 9,276,669 80.3 2,436,293 82.1 2,474,837 75.8

(1)  Cost of self-operated Tuhu workshops and others primarily consists of (i) staff costs, and depreciation, including depreciation

of right-of-use assets, in relation to the operation of our self-operated Tuhu workshops, and (ii) inventory impairment and the

loss from disposal of some defective products. It is difficult to allocate cost of self-operated Tuhu workshops and others to

each sub business line under automotive products and services and advertising, franchise and other services in a precise

manner.
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The following table sets forth the breakdown of our cost of revenue by nature for each of the
periods presented:

For the Three Months
For the Year Ended 31 December Ended 31 March
2019 2020 2021 2022 2022 2023
(RMB in thousands)
(unaudited)

Costof goodssold .............. 5,570,047 6,621,118 8,513,776 7,922,212 2,095,377 2,121,194
Service fee to franchised Tuhu

workshops and partner stores . ... 647,853 740,162 913,636 818,030 204,791 231,085
Depreciation and amortisation

EXPENSES .« o vt et 102,082 104,522 156,066 199,422 48,193 44,687
Employee benefit expenses ....... 116,353 111,413 134,255 159,946 41,738 43,663
Impairment of inventories ........ 17,255 25,241 46,779 77,698 9,659 13,238
Others ........................ 63,364 70,838 89,449 99,361 36,535 20,970
Total ......................... 6,516,954 7,673,294 9,853,961 9,276,669 2,436,293 2,474,837

Gross Profit and Gross Margin

The following table sets forth our gross profit both in absolute amount and as percentages of
our revenue for the periods indicated, respectively:

For the Three Months Ended
For the Year Ended 31 December 31 March

2019 2020 2021 2022 2022 2023

RMB % RMB % RMB % RMB % RMB % RMB %

(in thousands, except for percentage data)
(unaudited)
Gross profit ... 523,407 7.4 1,080,022 12.3 1,870,302 16.0 2,270,182 19.7 532,872 17.9 789,784 24.2

Our gross profit represents our revenue less our cost of revenue. Our gross margin represents
our gross profit as a percentage of our revenue. For the years of 2019, 2020, 2021 and 2022 and the
three months ended 31 March 2022 and 2023, our gross profit was RMB523.4 million,
RMBI.1 billion, RMBI1.9 billion, RMB2.3 billion, RMB532.9 million and RMB789.8 million,
respectively, and our gross margin was 7.4%, 12.3%, 16.0%, 19.7%, 17.9% and 24.2%, respectively.
Our gross margin improved during the Track Record Period, primarily attributable to (i) improved
margin profile as a result of changes in products and services category mix. In particular, revenue
from auto maintenance products and services — which generally have higher margins — as a
percentage of revenue from automotive products and services increased from 27.4% in 2019 to
31.4% in 2020, to 34.7% in 2021, to 37.5% in 2022, and further to 39.2% in the three months ended
31 March 2023, whereas revenue from tires and chassis products and services — which generally
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have lower margins — as a percentage of revenue from automotive products and services decreased
from 56.3% in 2019 to 50.4% in 2020, to 45.8% in 2021, and further to 42.8% in 2022, and changed
to 44.5% in the three months ended 31 March 2023, (ii) lower procurement cost of certain product
categories as we gained more favourable terms from suppliers in line with our business growth. Our
growing economies of scale enabled us to increase our bargaining power on pricing and obtained
more favorable terms from suppliers. For example, for tires (excluding tires sold through Qipeilong),
the average procurement cost per unit decreased by 2.2% in 2021 as compared to 2020, and further
decreased by 2.5% in 2022, and decreased by 2.5% in the three months ended 31 March 2023 as
compared to the same period of 2022, and (iii) higher revenue contribution from our exclusive and
private label products, which generally have higher gross margins than branded products. Revenue
contribution from exclusive products increased from 17.5% in 2019 to 26.3% in 2020, to 32.9% in
2021, and further to 36.0% in 2022, and increased from 31.8% in the three months ended 31 March
2022 to 36.5% in the same period of 2023; revenue contribution from private label products
increased from 4.7% in 2019 to 9.8% in 2020, to 16.3% in 2021, and further to 22.1% in 2022, and
increased from 20.8% in the three months ended 31 March 2022 to 30.1% in the same period of
2023. Despite the decrease in revenue in 2022, we managed to achieve increases in the gross profit
and gross profit margin, primarily due to the reasons enumerated above, i.e., improved margin
profile as a result of changes in products and services category mix, lower procurement cost of
certain product categories, and higher revenue contribution from our exclusive and private label
products.

The following table sets forth our gross profit by business line in absolute amount and as
percentages of revenue from each business line for the periods indicated.

For the Three Months Ended
For the Year Ended 31 December 31 March

2019 2020 2021 2022 2022 2023

RMB % RMB % RMB % RMB % RMB % RMB %

(in thousands, except for percentage data)

(unaudited)

Gross profit by business line
Automotive products and

services to individual end

customers()

Tires and chassis parts .... 148,070 3.9 326,718 7.8 456,206 9.0 646,966 14.1 152,947 12.6 219,548 16.2

Auto maintenance . ....... 395,846 21.2 604,064 23.1 1,018,123 26.5 1,192,080 29.6 282,830 28.5 396,199 33.2

Others ................. 11,879 24 19,956 3.6 33,089 5.1 69,947 109 15,002 10.0 23,194 13.9
Qipeilong . ................ 7,002 1.1 6,878 0.7 139,228 9.2 174,034 11.9 46,156 10.7 57,375 17.5
Advertising, franchise and

other services ........... 188,559 85.2 348,665 84.4 544,849 82.8 596,929 72.4 141,616 77.7 185,375 84.4
Note:

(1)  When calculating the gross profit by each sub business line under automotive products and services to individual end
customers, cost of self-operated Tuhu workshops and others was excluded. For example, gross profit for tires and chassis parts
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equals revenue from tires and chassis parts less cost of tires and chassis parts. Cost of tires and chassis parts excludes the cost
of self-operated Tuhu workshops and others associated with selling of tires and chassis parts. It is difficult to allocate cost of
self-operated Tuhu workshops and others to each sub business line under automotive products and services and advertising,
franchise and other services in a precise manner.

The significant increases in gross profit from Qipeilong from 2020 to 2021 and further to 2022,
and from the three months ended 31 March 2022 to the same period of 2023, were primarily due to
changes in products category mix, in particular, as revenue from auto maintenance and repairs
products — which generally have higher margins — as a percentage of revenue from Qipeilong
increased from 28.8% in 2020 to 39.2% in 2021, and further to 55.4% in 2022, and from 49.6% in
the three months ended 31 March 2022 to 64.5% in the same period of 2023, whereas revenue from
tires — which generally have lower margins — as a percentage of revenue from Qipeilong decreased
from 63.9% in 2020 to 52.7% in 2021, and further to 39.1% in 2022, and from 45.8% in the three
months ended 31 March 2022 to 29.2% in the same period of 2023.

Other Income and Gains, Net

Our net other income and gains primarily consist of (i) government grants awarded by local
governmental authorities to support our operation, (ii) gain from intangible assets attributed to an
associate, which represents one-off gain recognised from our investment in an associate jointly
invested by ExxonMobil through contribution of software, and (iii) net foreign exchange gains. We
had net other income and gains of RMBI11.6 million, RMB114.5 million, RMB121.5 million,
RMB151.5 million, RMB8.9 million and RMB17.4 million in 2019, 2020, 2021 and 2022 and the
three months ended 31 March 2022 and 2023, respectively.

Operations and Support Expenses

Our operations and support expenses primarily consist of (i) salaries and employment benefits
for operations and supporting staff, which primarily include personnel involved in store network
development, operation and supervision, and other general support functions, and (ii) travel expenses
incurred in connection with operations and support activities. We incurred RMB216.2 million,
RMB308.3 million, RMB654.1 million, RMB627.5 million, RMB166.2 million and RMB139.4
million in operations and support expenses in 2019, 2020, 2021 and 2022 and the three months ended
31 March 2022 and 2023, respectively.
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The below table sets forth the breakdown of operations and support expenses for the periods

indicated.
For the
Three Months Ended
For the Year Ended 31 December 31 March
2019 2020 2021 2022 2022 2023
RMB RMB RMB RMB RMB RMB
(in thousands)
(unaudited)
Employee benefit expenses®™ ........... 175,068 249,091 562,928 564,657 146,488 123,677
Travel and office expenses ............. 31,627 46,055 71,965 45,488 15,121 11,017
Depreciation and amortisation expenses . . . 9,485 13,119 19,158 17,328 4,622 4,668
Total ............ ... ............... 216,180 308,265 654,051 627,473 166,231 139,362
Note:

(1)  Includes share-based payment expenses of RMB36.2 million, RMB11.4 million, RMB32.2 million, RMB37.5 million,
RMB9.9 million and RMB11.3 million in 2019, 2020, 2021 and 2022 and the three months ended 31 March 2022 and 2023,

respectively.

We expect our operations and support expenses as a percentage of total revenue will decrease in
the foreseeable future.

Research and Development Expenses

Our research and development expenses mainly consist of (i) salaries and employment benefits
for employees involved in research and development functions, (ii) cloud and other service expenses,
and (iii) office supply expenses and depreciation expenses of right-of-use assets in relation to office
leases for research and development functions. All of our research and development costs are
expensed as incurred. We incurred RMB223.3 million, RMB369.5 million, RMB619.6 million,
RMB621.4 million, RMB162.3 million and RMB152.7 million in research and development
expenses in 2019, 2020, 2021 and 2022 and the three months ended 31 March 2022 and 2023,
respectively.
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The below table sets forth the breakdown of research and development expenses for the periods

indicated.
For the
Three Months Ended
For the Year Ended 31 December 31 March
2019 2020 2021 2022 2022 2023
RMB RMB RMB RMB RMB RMB
(in thousands)
(unaudited)

Employee benefit expenses® .. ......... 199,058 319,950 519,795 515,610 130912 130,434
Cloud and service expenses .. ........... 9,632 26,884 68,142 77,171 24,213 15,132
Depreciation and amortisation expenses . . . 7,616 10913 20,833 19,680 4,548 5,629
Travel and office expenses ............. 6,295 10,226 10,100 6,451 1,966 962
Others......... ... .. 678 1,532 713 2,453 673 587
Total ......... ... . ... . ... ... ... ... 223,279 369,505 619,583 621,365 162,312 152,744
Note:

(1)  Includes share-based payment expenses of RMB25.1 million, RMB12.3 million, RMB26.7 million, RMB40.5 million,
RMB9.5 million and RMB12.3 million in 2019, 2020, 2021 and 2022 and the three months ended 31 March 2022 and 2023,

respectively.

Our research and development expenses increased from 2019 through 2022, mainly attributable
to (i) the increases in research and development personnel cost (including share-based payment
expenses), which was mainly due to (a) the growth of our research and development team as we
continue to strengthen our technological capabilities and explore new products and services, and (b)
the increase in average salaries of research and development personnel as part of efforts to attract
and retain research and development talents, and (ii) the increase in cloud and service expenses in
line with our business growth. Certain unique factors contributed to the significant increase from
2020 to 2021: (i) the increase in social insurance payment for our research and development
personnel in 2021 as we ceased to enjoy the social insurance payment reductions and exemptions
granted by local governmental authorities as part of the COVID-19 relief measures; and (ii) as
majority of the newly recruited research and development personnel joined us in or around the end of
June 2020, we started recording their personnel cost since the end of second quarter of 2020, which
also contributed to the period-over-period increase in research and development expenses. Our
research and development expenses decreased in the three months ended 31 March 2023 as compared
with the same period of 2022, mainly attributable to the decrease in cloud and service expenses as a
result of the decrease in outsourced service fees, and the decrease in research and development
personnel cost (excluding share-based payment expenses), mainly due to the decrease in the number
of research and development personnel. For details, see “— Period-to-Period Comparison of Results
of Operations.”

We expect our research and development expenses will continue to increase in absolute amounts
as we plan to invest more resources to improve our technological capabilities. We also expect our
research and development as a percentage of total revenue will decrease in the foreseeable future.
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Selling and Marketing Expenses

Our selling and marketing expenses primarily consist of (i) advertising and promotion-related
expenses, such as expenses relating to online traffic acquisition and media advertising expenses,
(i1) salaries and employment benefits for selling and marketing personnel, and our warehouse and
logistics staff, (iii) shipping expenses in relation to the delivery of automotive products among
warehouses and stores, (iv) depreciation of right-of-use assets and short-term lease expenses in
relation to warehouse and office leases, and (v) office supply, utilities, and travel expenses incurred
in connection with selling and marketing activities. We incurred RMB1.0 billion, RMB1.3 billion,
RMB1.7 billion, RMB1.5 billion, RMB378.3 million and RMB421.5 million in selling and
marketing expenses in 2019, 2020, 2021 and 2022 and the three months ended 31 March 2022 and
2023, respectively.

The below table sets forth the breakdown of selling and marketing expenses for the periods
indicated.

For the
Three Months Ended
For the Year Ended 31 December 31 March
2019 2020 2021 2022 2022 2023
RMB RMB RMB RMB RMB RMB
(in thousands)
(unaudited)
Adpvertising and promotion-related
EXPENSES v v veve e 485,488 532,422 764,352 617,297 145,459 181,222
Shipping expenses . ............. 157,445 215,782 343,175 356,608 91,848 99,197
Employee benefit expenses) .. ... 213,399 288,044 338,627 328,030 82,408 75,409
Depreciation and amortisation
EXPENSES . v v v ev et 73,044 101,894 91,706 110,490 25,647 28,562
Short-term lease expenses ........ 25,151 26,052 46,611 56,480 12,966 11,046
Others........................ 86,431 98,422 96,660 73,311 19,996 26,023
Total ........................ 1,040,958 1,262,616 1,681,131 1,542,216 378,324 421,459
Note:

(1)  Includes share-based payment expenses of RMB3.2 million, RMB9.0 million, RMB20.1 million, RMB31.6 million, RMBS.2
million and RMB4.0 million in 2019, 2020, 2021 and 2022 and the three months ended 31 March 2022 and 2023, respectively.

We expect our selling and marketing expenses as a percentage of total revenue will decrease in
the foreseeable future.
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General and Administrative Expenses

Our general and administrative expenses mainly consist of (i) salaries and employment benefits
for employees engaging in general corporate functions, (ii) bank processing fees and other
professional services fees, and (iii) other general corporate expenses associated with the use by
general corporate functions of offices, facilities and equipment, such as depreciation of leasehold
improvements and office supply expenses. We incurred RMB197.9 million, RMB193.1 million,
RMB351.0 million, RMB399.1 million, RMB99.2 million and RMB96.0 million in general and
administrative expenses in 2019, 2020, 2021 and 2022 and the three months ended 31 March 2022
and 2023, respectively.

The below table sets forth the breakdown of general and administrative expenses for the periods

indicated.
For the
Three Months Ended
For the Year Ended 31 December 31 March
2019 2020 2021 2022 2022 2023
RMB RMB RMB RMB RMB RMB
(in thousands)
(unaudited)
Employee benefit expenses® ............ 94,139 93,623 195,757 259,513 63,976 65,237
Professional and consulting expenses® . . . . . 10,360 15,709 61,424 45,795 8,425 9,958
Bankcharges ......................... 32,388 34,680 37,525 41,537 13,328 7,610
Depreciation and amortisation expenses . . . . 7,089 8,518 16,754 16,856 4,273 4,765
Others.......... ... .. 53,930 40,613 39,562 35,393 9,151 8,393
Total ......... ... ... ... . ... . ... ... 197,906 193,143 351,022 399,094 99,153 95,963
Note:

(1)  Includes share-based payment expenses of RMB30.6 million, RMB8.9 million, RMB34.5 million, RMB90.9 million,
RMB22.0 million and RMB25.9 million in 2019, 2020, 2021 and 2022 and the three months ended 31 March 2022 and 2023,
respectively.

(2)  Consists primarily of costs associated with third-party professional and consulting services, such as legal services, audit, tax
consulting and valuation services as well as technical services incurred in the ordinary course of our business and in

connection with the Listing.

We expect our general and administrative expenses as a percentage of total revenue will remain
stable in the foreseeable future.

Fair Value Changes of Convertible Redeemable Preferred Shares

The convertible redeemable preferred shares issued by us are not traded in an active market and
the respective fair value is determined by using valuation techniques. The discounted cash flow
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method was used to determine the total equity value of our Company and the equity allocation model
was adopted to determine the fair value of the preferred shares. Please refer to note 34 to the
Accountants’ Report included in Appendix I to this document for the key assumptions in determining
the fair value of the convertible redeemable preferred shares. We recorded fair value changes of
convertible redeemable preferred shares of RMB1.9 billion, RMB3.0 billion, RMB4.4 billion,
RMBI1.3 billion, RMB342.0 million and RMB298.0 million in 2019, 2020, 2021 and 2022 and the
three months ended 31 March 2022 and 2023, respectively.

Exchange differences on translation of financial statements

The functional currency of our Cayman holding company and certain overseas subsidiaries are
denominated in US$. The assets and liabilities of these entities are translated into Renminbi at the
foreign exchange rates prevailing at the end of each reporting period and their statements of profit or
loss are translated into Renminbi at the weighted average exchange rates for the period. The resulting
exchange differences are recognised in other comprehensive income and accumulated separately in
equity in the exchange reserve. We recorded other comprehensive income on exchange differences
on translation of foreign operations of RMB77.1 million, RMB472.6 million, RMB264.8 million,
RMB66.4 million and RMB259.7 million in 2019, 2020 and 2021 and the three months ended 31
March 2022 and 2023, respectively and other comprehensive loss on exchange differences on
translation of foreign operations of RMB1.6 billion in 2022.

Taxation
Cayman Islands

The Cayman Islands currently levies no taxes on individuals or corporations based upon profits,
income, gains or appreciation and there is no taxation in the nature of inheritance tax or estate duty.
There are no other taxes likely to be material to us levied by the government of the Cayman Islands
except for stamp duties which may be applicable on instruments executed in, or brought within the
jurisdiction of the Cayman Islands. In addition, the Cayman Islands does not impose withholding tax
on dividend payments.

Hong Kong

Under the current Hong Kong Inland Revenue Ordinance, our Hong Kong subsidiaries are
subject to 16.5% income tax rate on our taxable income generated from operations in Hong Kong.
Additionally, payments of dividends by the subsidiaries incorporated in Hong Kong to the Company
are not subject to any Hong Kong withholding tax.

PRC

Our subsidiaries established in the PRC are mainly subject to statutory income tax at a rate of
25%.
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The Enterprise Income Tax (“EIT”) Law includes a provision specifying that legal entities
organised outside of the PRC will be considered resident enterprises for the PRC income tax
purposes if the place of effective management or control is within the PRC. The implementation
rules to the EIT Law provide that non-resident legal entities will be considered as PRC resident
enterprises if substantial and overall management and control over the manufacturing and business
operations, personnel, accounting, properties, etc., occurs within the PRC. Despite the present
uncertainties resulting from the limited PRC tax guidance on the issue, we do not believe that our
entities organised outside of the PRC should be treated as resident enterprises for the PRC income
tax purposes. If the PRC tax authorities subsequently determine that our Company and our
subsidiaries registered outside the PRC should be deemed resident enterprises, our Company and our
subsidiaries registered outside the PRC will be subject to the PRC income tax, at a rate of 25%. See
“Risk Factors — Risks Related to Doing Business in the Country Where We Operate — If we are
classified as a PRC resident enterprise for PRC income tax purposes, such classification could result
in unfavourable tax consequences to us and our non-PRC shareholders.”

The EIT Law also imposes a withholding income tax of 10% on dividends distributed by a FIE
to its immediate holding company outside of China, if such immediate holding company is
considered as a non-resident enterprise without any establishment or place within China or if the
received dividends have no connection with the establishment or place of such immediate holding
company within China, unless such immediate holding company’s jurisdiction of incorporation has a
tax treaty with China that provides for a different withholding arrangement. The Cayman Islands,
where the Company incorporated, does not have such tax treaty with China. According to the
arrangement between the mainland China and Hong Kong Special Administrative Region on the
Avoidance of Double Taxation and Prevention of Fiscal Evasion in August 2006, dividends paid by
an FIE in China to its immediate holding company in Hong Kong will be subject to withholding tax
at a rate of no more than 5% (if the foreign investor owns directly at least 25% of the shares of the
FIE). We did not record any dividend withholding tax, as we have no retained earnings to distribute
as of 31 December 2019, 2020, 2021, 2022 and the three months ended 31 March 2023. See “Risk
Factors — Risks Related to Doing Business in the Country Where We Operate — 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.”

PERIOD-TO-PERIOD COMPARISON OF RESULTS OF OPERATIONS
Three Months Ended 31 March 2023 Compared to Three Months Ended 31 March 2022
Revenue
Our revenue increased by 10.0% from RMB3.0 billion in the three months ended 31 March

2022 to RMB3.3 billion in the same period of 2023, primarily due to an increase in revenue from

automotive products and services.
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Revenue from automotive products and services increased by 9.3% from RMB2.8 billion in the
three months ended 31 March 2022 to RMB3.0 billion in the same period of 2023, primarily due to
(1) a 20.4% increase in revenue from auto maintenance products and services from RMB991.8
million in the three months ended 31 March 2022 to RMB1.2 billion in the same period of 2023, in
particular, the revenue from sale of motor oil and related services increased from RMBS503.5 million
to RMB643.7 million with the sales volume of motor oil products increased by 26.8% from 10.9
million liters to 13.8 million liters, mainly driven by the post-COVID-19 business recovery, and the
expansion of our Tuhu workshop network and growing customer base. The number of Tuhu
workshops increased from 4,078 as of 31 March 2022 to 4,770 as of 31 March 2023, and (ii) a 11.7%
increase in revenue from the sale of tires and chassis parts and related installation services from
RMBI.2 billion in the three months ended 31 March 2022 to RMBI1.4 billion in the same period of
2023, in particular, the sales volume of tires products increased by 8.0% from 3.1 million units to 3.3
million units, mainly resulting from the post-COVID-19 business recovery. The released
accumulative travel backlog demand increased miles driven, and as a result needs for tire changes.
The revenue increase was partially offset by a 24.0% decrease in revenue from our auto parts sold
through Qipeilong from RMB431.7 million in the three months ended 31 March 2022 to RMB328.2
million in the same period of 2023, mainly as a result of the decrease in revenue from regional
wholesale service as we strategically allocated more resources to develop the instant procurement
service through Qipeilong.

Revenue from advertising, franchise and other services increased by 20.4% from RMB182.4
million in the three months ended 31 March 2022 to RMB219.7 million in the same period of 2023,
primarily due to (i) an increase in revenue from franchise services, primarily due to (a) the expansion
of franchised Tuhu workshops network from 3,884 franchised Tuhu workshops as of 31 March 2022
to 4,610 as of 31 March 2023, (b) the increase in the management fees as a result of the cessation of
our COVID-19 relief measures, such as the reduction and exemption of management fees, and (c) the
increase in the profit-based royalty fees in line with the business recovery of the franchised Tuhu
workshops, and (ii) an increase in advertising services to brand owners, primarily driven by brand
owners’ enhanced investment in marketing campaigns in line with the post-COVID-19 business
recovery, partially offset by a decrease in revenue from our NEV initiatives as we adjusted our

development strategies, and terminated the sales of new energy vehicles from certain NEV brands.
Cost of revenue

Our cost of revenue increased by 1.6% from RMB2.4 billion in the three months ended
31 March 2022 to RMB2.5 billion in the same period of 2023, at a pace slower than the growth of
our revenue. The increase was primarily attributable to (i) a 12.6% increase in cost of auto
maintenance products and services from RMB709.0 million in the three months ended 31 March
2022 to RMB798.1 million in the same period of 2023, and (ii) a 7.1% increase in cost of sale of
tires and chassis parts and related installation services from RMB1,061.1 million in the three months
ended 31 March 2022 to RMBI1,136.6 million in the same period of 2023. The increases mentioned
in (i) and (ii) were primarily due to an increase in products and service sales in line with the post-
COVID-19 business recovery and expansion of our Tuhu workshop network, partially offset by (i)
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improved margin profile as a result of changes in products and services category mix, in particular,
as revenue from auto maintenance products and services — which generally have higher margins —
as a percentage of revenue from automotive products and services increased from 35.6% in the three
months ended 31 March 2022 to 39.2% in the same period of 2023, (ii) lower procurement cost of
certain product categories as we gained more favourable terms from suppliers in line with our
business growth, and (iii) higher revenue contribution from our exclusive and private label products,
which generally have higher gross margins than branded products. Revenue contribution from
exclusive products increased from 31.8% in the three months ended 31 March 2022 to 36.5% in the
same period of 2023, and revenue contribution from private label products increased from 20.8% in
the three months ended 31 March 2022 to 30.1% in the same period of 2023. The decrease in the cost
of revenue from our auto parts sold through Qipeilong also partially offset the increase in cost of
revenue as we strategically contained the business scale of our regional wholesale service through
Qipeilong and allocated more resources to develop the instant procurement service through

Qipeilong.
Gross profit and gross margin

As a result of the foregoing, our gross profit increased by 48.2% from RMB532.9 million in the
three months ended 31 March 2022 to RMB789.8 million in the same period of 2023. Our overall
gross margin improved from 17.9% to 24.2% during the same period, primarily due to (i) improved
margin profile as a result of changes in products and services category mix, (ii) lower procurement
cost of certain product categories as we gained more favourable terms from suppliers in line with our
business growth, and (iii) higher revenue contribution from our exclusive and private label products,
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which generally have higher gross margins than branded products. See “— Description of Major

Components of our Results of Operations — Gross Profit and Gross Margin.”

Other income and gains, net

Our net other income and gains increased from RMBS8.9 million in the three months ended
31 March 2022 to RMB17.4 million in the same period of 2023. The increase was primarily because
the increase in government grants awarded by the local governments to support our operation.

Operations and support expenses

Our operations and support expenses decreased from RMB166.2 million in the three months
ended 31 March 2022 to RMB139.4 million in the same period of 2023, which was mainly due to (i)
a RMB24.2 million decrease in operations and support personnel cost (excluding share-based
payment expenses), and (ii) a RMB4.1 million decrease in travel and office expenses as business
trips reduced, both primarily as a result of the decreased number of operations and support personnel
from 2,787 (being the average of the number of our operations and support staff as of 1 January 2022
and as of 31 March 2022) to 2,108 (being the average of the number of our operations and support
staff as of 1 January 2023 and as of 31 March 2023) as we adopted a series of measures to reduce
costs and increase efficiency.
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Research and development expenses

Our research and development expenses decreased from RMB162.3 million in the three months
ended 31 March 2022 and RMB152.7 million in the same period of 2023, mainly attributable to (i) a
RMB9.1 million decrease in cloud and service expenses as a result of the decrease in outsourced
service fees, and (ii) a RMB3.3 million decrease in research and development personnel cost
(excluding share-based payment expenses), mainly due to the decrease in the number of research and
development personnel from 991 (being the average of the number of our research and development
staff as of 1 January 2022 and as of 31 March 2022) to 891 (being the average of the number of our
operations and support staff as of 1 January 2023 and as of 31 March 2023). The decreases in the
outsourced service fees and the number of our research and development staff were both due to the
series of measures we adopted to reduce costs and increase efficiency.

Selling and marketing expenses

Our selling and marketing expenses increased by 11.4% from RMB378.3 million in the three
months ended 31 March 2022 to RMB421.5 million in the same period of 2023, which was mainly
due to (1) a RMB35.8 million increase in advertising and promotion-related expenses as part of our
investments in marketing to further enhance our brand recognition, in line with the post-COVID-19
business recovery, and (ii) a RMB7.3 million increase in shipping expenses incurred in relation to
the delivery of automotive products among warehouses and stores in line with the business recovery,
partially offset by a RMB7.0 million decrease in staff cost (including share-based payment expenses)
primarily as a result of the decreased number of selling and marketing personnel from 848 (being the
average of the number of selling and marketing personnel as of 1 January 2022 and as of 31 March
2022) to 676 (being the average of the number of selling and marketing personnel as of 1 January
2023 and as of 31 March 2023) as we adopted a series of measures to reduce costs and increase
efficiency.

General and administrative expenses

Our general and administrative expenses decreased by 3.2% from RMB99.2 million in the three
months ended 31 March 2022 to RMB96.0 million in the same period of 2023, which was mainly due
to the RMBS5.7 million decrease in bank charges as a result of the decrease in the fee rates, partially
offset by the RMB3.9 million increase in the share-based payment expenses as part of our efforts to
attract and retain talents.

Finance income
Our finance income increased by 130.9% from RMBI11.0 million in the three months ended

31 March 2022 to RMB25.4 million in the same period of 2023, which was mainly due to the
increase in average balance of time deposits and demand deposits in the same period of 2023.

— 409 —



FINANCIAL INFORMATION

Finance costs

Our finance costs decreased by 47.2% from RMB9.3 million in the three months ended 31
March 2022 to RMB4.9 million in the same period of 2023, which was mainly because (i) we
incurred less interests on lease liabilities in the three months ended 31 March 2023, primarily due to
the decrease in the number of self-operated Tuhu workshops, and (ii) we incurred interest expenses
in the three months ended 31 March 2022, which amount was nil in the same period of 2023 as the
outstanding balance of short-term bank borrowings was nil during the same period of 2023.

Fair value changes of convertible redeemable preferred shares

Our fair value changes of convertible redeemable preferred shares were a loss of RMB298.0
million in the three months ended 31 March 2023, as compared to a loss of RMB342.0 million in the
same period of 2022. The changes in the fair value of our convertible redeemable preferred shares
were primarily attributable to the increase in our Company’s valuation and the change in the
Company’s valuation was relatively small in the three months ended 31 March 2023 as compared to
the same period of 2022. See Note 34 to the Accountants’ Report in Appendix I to this document for
details regarding the changes in fair value of convertible redeemable preferred shares.

Income tax expense

Our income tax expense decreased by RMB3.7 million from RMBS5.2 million to RMBI1.5
million, primarily due to decrease in taxable income of certain subsidiaries.

Loss for the period

As a result of the foregoing, our loss for the period decreased by 54.3% from RMB609.7
million in the three months ended 31 March 2022 to RMB278.5 million in the same period of 2023.

Year Ended 31 December 2022 Compared to Year Ended 31 December 2021
Revenue

Our revenue slightly decreased by 1.5% from RMB11.7 billion in 2021 to RMB11.5 billion in
2022, primarily due to a slight decrease in revenue from automotive products and services, partially
offset by an increase in revenue from advertising, franchise and other services.

Revenue from automotive products and services slightly decreased by 3.1% from RMBI11.1
billion in 2021 to RMB10.7 billion in 2022, primarily due to (i) a 9.3% decrease in revenue from the
sale of tires and chassis parts and related installation services from RMBS5.1 billion in 2021 to
RMBA4.6 billion in 2022, in particular, the sales volume of tires products decreased by 12.3% from
13.1 million units to 11.5 million units, mainly resulting from the COVID-19 resurgence across the
country, especially in certain major cities, such as Shanghai. The restriction on or advise against
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travel, and other preventive measures such as social-distancing and remote working arrangements
reduced miles driven, and as a result needs for tire changes, and (ii) a 3.2% decrease in revenue from
our auto parts sold through Qipeilong from RMB1,514.9 million in 2021 to RMB1,466.3 million in
2022, mainly as a result of the decrease in revenue from regional wholesale service as we
strategically allocated more resources to develop the instant procurement service through Qipeilong,
partially offset by a 4.8% increase in revenue from auto maintenance products and services from
RMB3.8 billion in 2021 to RMB4.0 billion in 2022, in particular, the revenue from sale of motor oil
and related services increased from RMB1.9 billion to RMB2.0 billion with the sales volume of
motor oil products increased by 7.8% from 40.5 million liters to 43.6 million liters, mainly driven by
the expansion of our Tuhu workshop network and growing customer base. The number of Tuhu
workshops increased from 3,853 as of 31 December 2021 to 4,653 as of 31 December 2022.

Revenue from advertising, franchise and other services increased by 25.2% from
RMB658.0 million in 2021 to RMB824.1 million in 2022, primarily due to (i) an increase in revenue
from our NEV initiatives, and (ii) an increase in revenue from franchise services, in line with the
expansion of franchised Tuhu workshops network from 3,658 franchised Tuhu workshops as of
31 December 2021 to 4,491 as of 31 December 2022.

Cost of revenue

Our cost of revenue decreased by 5.9% from RMB9.9 billion in 2021 to RMB9.3 billion in
2022. The decrease was primarily attributable to a 14.4% decrease in cost of sale of tires and chassis
parts and related installation services from RMB4.6 billion in 2021 to RMB3.9 billion in 2022,
partially offset by a 402.8% increase in cost associated with our NEV initiatives from RMB24.5
million in 2021 to RMB123.2 million in 2022. In addition, the following factors also contributed to
the decrease in cost of revenue: (i) improved margin profile as a result of changes in products and
services category mix, in particular, as revenue from auto maintenance products and services —
which generally have higher margins — as a percentage of revenue from automotive products and
services increased from 34.7% in 2021 to 37.5% in 2022, whereas revenue from tires and chassis
products and services — which generally have lower margins — as a percentage of revenue from
automotive products and services decreased from 45.8% to 42.8%, (ii) lower procurement cost of
certain product categories as we gained more favourable terms from suppliers in line with our
business growth, and (iii) higher revenue contribution from our exclusive and private label products,
which generally have higher gross margins than branded products. Revenue contribution from
exclusive products increased from 32.9% in 2021 to 36.0% in 2022, and revenue contribution from
private label products increased from 16.3% in 2021 to 22.1% in 2022.

Gross profit and gross margin
As a result of the foregoing, our gross profit increased by 21.4% from RMB1.9 billion in 2021
to RMB2.3 billion in 2022. Our overall gross margin improved from 16.0% to 19.7% during the

same period, primarily due to (i) improved margin profile as a result of changes in products and

services category mix, (ii) lower procurement cost of certain product categories as we gained more
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favourable terms from suppliers in line with our business growth, and (iii) higher revenue
contribution from our exclusive and private label products, which generally have higher gross
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margins than branded products. See “— Description of Major Components of our Results of

Operations — Gross Profit and Gross Margin.”
Other income and gains, net

Our net other income and gains increased from RMBI121.5 million in 2021 to RMBI151.5
million in 2022. The increase was primarily because the increase in government grants awarded by
the local governments to support our operation, partially offset by the factor that we had a one-off
gain of RMB28.0 million recognised from our investment in an associate jointly invested by
ExxonMobil through contribution of software in 2021, which amount was nil in 2022.

Operations and support expenses

Our operations and support expenses decreased from RMB654.1 million in 2021 to RMB627.5
million in 2022, which was mainly due to the decrease in travel and office expenses from RMB72.0
million in 2021 to RMB45.5 million in 2022 as business trips reduced as a result of the COVID-19
resurgence across the country.

Research and development expenses

Our research and development expenses remained relatively flat with RMB619.6 million in
2021 and RMB621.4 million in 2022, mainly attributable to (i) a RMB13.8 million increase in share-
based payment expenses as we granted certain share awards to our employees at the end of 2021,
which was recorded as expenses in 2022, and (ii) a RMB9.0 million increase in cloud and service
expenses in connection with the iteration of internal systems, partially offset by (i) a RMB18.0
million decrease in research and development personnel cost (excluding share-based payment
expenses), which was mainly due to the decrease in the year-end bonus for research and development
personnel as we adopted a series of measures to reduce costs and increase efficiency, and (ii) a
RMB3.6 million decrease in travel and office expenses as business trips reduced as a result of the
COVID-19 resurgence across the country.

Selling and marketing expenses

Our selling and marketing expenses decreased by 8.3% from RMBI1.7 billion in 2021 to
RMBI1.5 billion in 2022, which was mainly due to (i) a RMB147.1 million decrease in advertising
and promotion-related expenses as we reduced our marketing expenses as a result of the COVID-19
resurgence, and (ii) a RMB22.1 million decrease in staff cost (excluding share-based payment
expenses) primarily as a result of the decreased number of selling and marketing personnel from
1,035 (being the average of the number of our selling and marketing staff as of 1 January 2021 and
as of 31 December 2021) to 775 (being the average of the number of our selling and marketing staff
as of 1 January 2022 and as of 31 December 2022) as we adopted a series of measures to reduce
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costs and increase efficiency, such as, optimizing the layout of our flagship APP, and further
utilizing Al technology for online customer services, partially offset by (i) a RMB18.8 million
increase in depreciation and amortisation expenses mainly as a result of the increase in the
amortisation of right-of-use assets in connection with the lease of warehouses as we leased more
warehousing space in line with our business growth, (ii) a RMB13.4 million increase in shipping
expenses incurred in relation to the delivery of automotive products among warehouses and stores
resulting from supply chain disruptions caused by the COVID-19 resurgence, and (iii) a RMBI11.5
million increase in share-based payment expenses as we granted certain share awards to our
employees at the end of 2021, which was recorded as expenses in 2022.

General and administrative expenses

Our general and administrative expenses increased by 13.7% from RMB351.0 million in 2021
to RMB399.1 million in 2022, which was mainly due to the increase in personnel related expenses
(including share-based payment expenses) from RMB195.8 million in 2021 to RMB259.5 million in
2022 as (a) the share-based payment expenses increased by RMB56.4 million in 2022, mainly due to
the large number of share awards granted at the end of 2021, as well as the increase in our
Company’s valuation, (b) the personnel involved in general and administrative functions increased
from 371 (being the average of the number of the personnel involved in general and administrative
functions as of 1 January 2021 and as of 31 December 2021) to 402 (being the average of the number
of our personnel involved in general and administrative functions as of 1 January 2022 and as of 31
December 2022) in line with our growing business, and (c¢) we raised the average salaries of
personnel involved in general and administrative functions as part of our efforts to attract and retain
talents.

Finance income

Our finance income decreased by 10.3% from RMB63.5 million in 2021 to RMB56.9 million in
2022, which was mainly due to the decrease in average balance of time deposits in 2022, as a result
of the release of certain security deposits and the withdrawal of a number of time deposits upon
maturity.

Finance costs

Our finance costs decreased by 57.6% from RMB65.7 million in 2021 to RMB27.9 million in
2022, which was mainly because (i) we repaid certain short-term bank borrowings in 2022, and (ii)
we incurred certain transaction costs for the issuance of convertible redeemable preferred shares in
2021, which amount was nil in 2022.

Fair value changes of convertible redeemable preferred shares

Our fair value changes of convertible redeemable preferred shares were a loss of RMBI1.3
billion in 2022, as compared to a loss of RMB4.4 billion in 2021. The changes in the fair value of
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our convertible redeemable preferred shares were primarily attributable to the increase in our
Company’s valuation and the change in the Company’s valuation was relatively small in 2022 as
compared to 2021. See Note 34 to the Accountants’ Report in Appendix I to this document for
details regarding the changes in fair value of convertible redeemable preferred shares.

Income tax expense

Our income tax expense decreased by RMB4.1 million from RMB34.8 million to RMB30.7
million, primarily due to decrease in taxable income of certain subsidiaries.

Loss for the year

As a result of the foregoing, our loss for the year decreased by 63.4% from RMBS5.8 billion in
2021 to RMB2.1 billion in 2022.

Year Ended 31 December 2021 Compared to Year Ended 31 December 2020

Revenue

Our revenue increased by 33.9% from RMBS8.8 billion in 2020 to RMB11.7 billion in 2021,
primarily due to a substantial increase in revenue from automotive products and services.

Revenue from automotive products and services increased by 32.7% from RMBS8.3 billion in
2020 to RMBI11.1 billion in 2021, primarily due to (i) a 46.7% increase in revenue from auto
maintenance products and services from RMB2.6 billion in 2020 to RMB3.8 billion in 2021, in
particular, the revenue from sale of motor oil and related services increased from RMB1.3 billion to
RMB1.9 billion with the sales volume of motor oil products increased by 49.5% from 27.1 million
liters to 40.5 million liters, (ii) a 20.5% increase in revenue from sale of tires and chassis parts and
related installation services from RMB4.2 billion in 2020 to RMBS5.1 billion in 2021, in particular,
the revenue from sale of tires and related services increased from RMB4.0 billion to RMB4.7 billion
with the sales volume of tires products increased by 21.3% from 10.8 million units to 13.1 million
units, both mainly driven by the growing customer base and the expansion of our store network, and
(ii1) a 58.0% increase in revenue from our auto parts sold through Qipeilong from RMB959.0 million
in 2020 to RMB1.5 billion in 2021, in line with the expansion of our business to better address the
comprehensive product needs of store network. The number of Tuhu workshops and partner stores
increased from 25,773 as of 31 December 2020 to 35,476 as of 31 December 2021. The number of
transacting users increased from 11.0 million in 2020 to 14.8 million in 2021.

Revenue from advertising, franchise and other services increased by 59.3% from
RMB413.1 million in 2020 to RMB658.0 million in 2021, primarily due to (i) an increase in revenue
from franchise services, in line with the expansion of franchised Tuhu workshops network from
2,323 franchised Tuhu workshops as of 31 December 2020 to 3,658 as of 31 December 2021, and
(ii) an increase in revenue from our NEV initiatives.
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Cost of revenue

Our cost of revenue increased by 28.4% from RMB?7.7 billion in 2020 to RMB9.9 billion in
2021. The increase was primarily attributable to (i) a 40.1% increase in cost of auto maintenance
products and services from RMB2.0 billion in 2020 to RMB2.8 billion in 2021, (ii) a 18.9% increase
in cost of sale of tires and chassis parts and related installation services from RMB3.9 billion in 2020
to RMB4.6 billion in 2021, and (iii) a 44.5% increase in cost of auto parts sold through Qipeilong
from RMB952.1 million in 2020 to RMB1.4 billion in 2021. The increases mentioned in (i), (ii) and
(ii1) were primarily due to an increase in products and service sales, partially offset by (a) improved
margin profile as a result of changes in products and services category mix, in particular, as revenue
from auto maintenance products and services — which generally have higher margins — as a
percentage of revenue from automotive products and services increased from 31.4% in 2020 to
34.7% in 2021, whereas revenue from tires and chassis products and services — which generally
have lower margins — as a percentage of revenue from automotive products and services decreased
from 50.4% to 45.8%, (b) lower procurement cost of certain product categories as we gained more
favourable terms from suppliers in line with our business growth, and (c) revenue contribution from
exclusive products increased from 26.3% in 2020 to 32.9% in 2021; revenue contribution from
private label products increased from 9.8% in 2020 to 16.3% in 2021.

Gross profit and gross margin

As a result of the foregoing, our gross profit increased by 73.2% from RMB1.1 billion in 2020
to RMB1.9 billion in 2021. Our overall gross margin improved from 12.3% to 16.0% during the
same period.

Other income and gains, net

Our net other income and gains increased from RMB114.5 million in 2020 to
RMBI121.5 million in 2021. The increase was primarily due to the increase in government grants
awarded by the local governments to support our operation, partially offset by (i) a RMB48.5 million
decrease in the one-off gain recognised from our investment in an associate jointly invested by
ExxonMobil through contribution of software from RMB76.5 million in 2020 to RMB28.0 million in
2021, and (ii) a decrease in net foreign exchange gains, primarily because the exchange rate of U.S.
dollar against Renminbi experienced relatively large volatility during the same period.

Operations and support expenses

Our operations and support expenses increased by 112.2% from RMB308.3 million in 2020 to
RMB654.1 million in 2021, which was mainly due to the increase in staff cost (including share-
based payment expenses) from RMB249.1 million in 2020 to RMB562.9 million in 2021 as a result
of additional personnel recruited to strengthen store management and supervision, as we expanded
into the tier 2 and below cities and counties and launched new products and services. The number of
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our operations and support staff increased from 1,614 (being the average of the number of our
operations and support staff as of 1 January 2020 and as of 31 December 2020) to 2,448 (being the
average of the number of our operations and support staff as of 1 January 2021 and as of
31 December 2021). In addition, the COVID-19 pandemic affected the performance-based bonuses
of store management and supervision personnel in the first half of 2020 and we enjoyed social
insurance payment reductions and exemptions in 2020, both of which contributed to the period-over-
period increase in operations and support expenses.

Research and development expenses

Our research and development expenses increased by 67.7% from RMB369.5 million in 2020 to
RMB619.6 million in 2021, mainly attributable to a RMB199.8 million increase in research and
development personnel cost (including share-based payment expenses), which was mainly due to
(a) the growth of our research and development team from 862 (being the average of the number of
our research and development team as of 1 January 2020 and as of 31 December 2020) to 974 (being
the average of the number of our research and development team as of 1 January 2021 and as of
31 December 2021), as we continue to strengthen our technological capabilities and explore new
products and services, (b) the increase in average salaries of research and development personnel as
part of efforts to attract and retain research and development talents, and (c) the increase in social
insurance payment for our research and development personnel in 2021 as we ceased to enjoy the
social insurance payment reductions and exemptions granted by local governmental authorities as
part of the COVID-19 relief measures. In addition, as majority of the newly recruited research and
development personnel joined us in or around the end of June 2020, we started recording their
personnel cost since the end of second quarter of 2020, which also contributed to the period-over-
period increase in research and development expenses.

Selling and marketing expenses

Our selling and marketing expenses increased by 33.1% from RMBI1.3 billion in 2020 to
RMBI1.7 billion in 2021, which was mainly due to (i) a RMB231.9 million increase in advertising
and promotion-related expenses as part of our continuing investments in marketing to further
enhance our brand recognition, in line with our growing business scale, (ii)) a RMB127.4 million
increase in shipping expenses incurred in relation to the delivery of automotive products among
warehouses and stores as our business scales, and (iii)) a RMB50.6 million increase in staff cost
(including share-based payment expenses) primarily as a result of (a) the increased number of
customer service personnel from 625 (being the average of the number of customer service personnel
as of 1 January 2020 and as of 31 December 2020) to 676 (being the average of the number of
customer service personnel as of 1 January 2021 and as of 31 December 2021) as we continue to
optimise customer experience, and (b) the increase in social insurance payment for our employees in
2021 as we ceased to enjoy the social insurance payment reductions and exemptions granted by local
governmental authorities as part of the COVID-19 relief measures.
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General and administrative expenses

Our general and administrative expenses increased by 81.7% from RMB193.1 million in 2020
to RMB351.0 million in 2021, which was mainly due to the increase in personnel related expenses
(including share-based payment expenses) from RMB93.6 million in 2020 to RMB195.8 million in
2021 as (i) the personnel involved in general and administrative functions increased from 323 (being
the average of the number of personnel involved in general and administrative functions as of
1 January 2020 and as of 31 December 2020) to 371 (being the average of the number of personnel
involved in general and administrative functions as of 1 January 2021 and as of 31 December 2021)
in line with our growing business, (ii) we raised the average salaries of personnel involved in general
and administrative functions as part of our efforts to attract and retain talents, and (iii) we ceased to
enjoy the social insurance payment reductions and exemptions granted by local governmental
authorities as part of the COVID-19 relief measures.

Finance income

Our finance income slightly increased by 0.4% from RMB63.2 million in 2020 to
RMB63.5 million in 2021, which was mainly due to increase in average balance of time deposits in
2021, partially offset by slight decrease in annualised interest rate of time deposits during that
period.

Finance costs

Our finance costs increased by 30.0% from RMB50.5 million in 2020 to RMB65.7 million in
2021, which was mainly due to (i) the transaction costs we incurred for the issuance of convertible
redeemable preferred shares in 2021, and (ii) the increase in the interest on lease liabilities in line
with the expansion of front distribution centres and self-operated Tuhu workshops in certain cities.

Fair value changes of convertible redeemable preferred shares

Our fair value changes of convertible redeemable preferred shares were a loss of
RMB4.4 billion in 2021, as compared to a loss of RMB3.0 billion in 2020. The changes in the fair
value of our convertible redeemable preferred shares were primarily attributable to the increase in
our Company’s valuation. See Note 34 to the Accountants’ Report in Appendix I to this document
for details regarding the changes in fair value of convertible redeemable preferred shares.

Income tax expense

Our income tax expense increased by 41.6% from RMB24.6 million to RMB34.8 million,
primarily due to increase in taxable income of certain subsidiaries.

Loss for the year
As a result of the foregoing, our loss for the year increased by 48.8% from RMB3.9 billion in

2020 to RMB5.8 billion in 2021.
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Year Ended 31 December 2020 Compared to Year Ended 31 December 2019

Revenue

Our revenue increased by 24.3% from RMB7.0 billion in 2019 to RMBS&.8 billion in 2020,
which was primarily due to a substantial increase in revenue from automotive products and services,
partially offset by the impact of COVID-19 pandemic.

Revenue from automotive products and services increased by 22.3% from RMB6.8 billion in
2019 to RMB&.3 billion in 2020, which was primarily due to (i) a 40.0% increase in revenue from
auto maintenance products and services from RMB1.9 billion in 2019 to RMB2.6 billion in 2020, in
particular, the revenue from sale of motor oil and related services increased from RMB856.4 million
to RMB1.3 billion with the sales volume of motor oil products increased by 61.4% from 16.8 million
liters to 27.1 million liters, (ii) a 9.5% increase in revenue from sale of tires and chassis parts and
related installation services from RMB3.8 billion in 2019 to RMB4.2 billion in 2020, in particular,
the revenue from sale of tires and related services increased from RMB3.7 billion to RMB4.0 billion
with the sales volume of tires products increased by 11.0% from 9.7 million to 10.8 million, both
mainly driven by the growing customer base and the expansion of our store network, and (iii) a
55.9% increase in revenue from our auto parts sold through Qipeilong from RMB614.9 million in
2019 to RMB959.0 million in 2020, in line with the expansion of its business to better address the
comprehensive product needs of store network. The number of Tuhu workshops and partner stores
increased from 20,166 as of 31 December 2019 to 25,773 as of 31 December 2020. The number of
transacting users increased from 8.6 million in 2019 to 11.0 million in 2020.

Revenue from advertising, franchise and other services increased by 86.6% from
RMB221.4 million in 2019 to RMB413.1 million in 2020, which was primarily due to (i) an increase
in revenue from franchise services, in line with the expansion of franchised Tuhu workshops network
from 1,296 franchised Tuhu workshops as of 31 December 2019 to 2,323 as of 31 December 2020,
and (i) an increase in advertising services to brand owners, primarily driven by our enhanced brand
recognition and influence.

Cost of revenue

Our cost of revenue increased by 17.7% from RMBG6.5 billion in 2019 to RMB7.7 billion in
2020, at a pace slower than the growth of our revenue. The increase was primarily attributable to
(1) a 36.7% increase in cost of auto maintenance products and services from RMB1.5 billion in 2019
to RMB2.0 billion in 2020, (ii) a 56.6% increase in cost of auto parts sold through Qipeilong from
RMB607.9 million in 2019 to RMB952.1 million in 2020, and (iii) 5.0% increase in cost of sale of
tires and chassis parts and related installation services from RMB3.7 billion in 2019 to
RMB3.9 billion in 2020. The increases mentioned in (i), (ii) and (iii) were primarily due to an
increase in products and service sales, partially offset by (a) changes in products and services
category mix, in particular, as the revenue from auto maintenance products and services — which
generally have lower procurement costs and higher margins — as a percentage of revenue from

—418 -



FINANCIAL INFORMATION

automotive products and services increased from 27.4% in 2019 to 31.4% in 2020, whereas revenue
from tires and chassis products and services — which generally have lower margins — as a
percentage of revenue from automotive products and services decreased from 56.3% to 50.4%, (b)
lower procurement cost of certain product categories as we gained more favourable terms from
suppliers in line with our business growth and (c) higher revenue contribution from our exclusive
and private label products, which generally have higher gross margins than branded products.
Revenue contribution from exclusive products increased from 17.5% in 2019 to 26.3% in 2020;
revenue contribution from private label products increased from 4.7% in 2019 to 9.8% in 2020.

Gross profit and gross margin

As a result of the foregoing, our gross profit increased by 106.3% from RMB523.4 million in
2019 to RMB1.1 billion in 2020. Our overall gross margin improved from 7.4% to 12.3% during the
same periods.

Other income and gains, net

Our net other income and gains changed from gain of RMB11.6 million in 2019 to gains of
RMB114.5 million in 2020. The increase in 2020 was primarily attributable to the one-off gain of
RMB76.5 million from our investment in an associate jointly invested by ExxonMobil through
contribution of software recorded in 2020.

Operations and support expenses

Our operations and support expenses increased by 42.6% from RMB216.2 million in 2019 to
RMB308.3 million in 2020, which was mainly due to the increase in staff cost (including share-
based payment expenses) from RMB175.1 million in 2019 to RMB249.1 million in 2020 as a result
of additional personnel recruited to strengthen store management and supervision, as we expanded
into the tier 2 and below cities and counties and launched new products and services.

Research and development expenses

Our research and development expenses increased by 65.5% from RMB223.3 million in 2019 to
RMB369.5 million in 2020, mainly attributable to a RMB120.9 million increase in research and
development personnel cost (including share-based payment expenses), which was mainly due to
(a) the growth of our research and development team from 621 (being the average of the number of
our research and development team as of 1 January 2019 and as of 31 December 2019) to 862 (being
the average of the number of our research and development team as of 1 January 2020 and as of
31 December 2020), as we continue to strengthen our technological capabilities and explore new
products and services, and (b) the increase in average salaries of research and development personnel

as part of efforts to attract and retain research and development talents.
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Selling and marketing expenses

Our selling and marketing expenses increased by 21.3% from RMBI1.0 billion in 2019 to
RMB1.3 billion in 2020, which was mainly due to (i) a RMB74.6 million increase in staff cost
(including share-based payment expenses) mainly as a result of the increased customer service
personnel as we continue to optimise customer experience, (ii) a RMBS58.3 million increase in
shipping expenses incurred in relation to the delivery of automotive products among warehouses and
stores as our business scales, and (iii) a RMB46.9 million increase in advertising and promotion-
related expenses, in particular, our continuing investments in marketing to further enhance our brand
recognition, in line with our growing business scale.

General and administrative expenses

Our general and administrative expenses decreased by 2.4% from RMB197.9 million in 2019 to
RMB193.1 million in 2020, which was mainly due to the decrease in share-based payment expenses,
which reflected our effort to normalise our hiring and ESOP grant practises, partially offset by an
increase in personnel related expenses as we recruited additional personnel to support our growing
business and an increase in consulting fees in connection with our financing activities.

Finance income

Our finance income increased by 51.6% from RMB41.7 million in 2019 to RMB63.2 million in
2020, which was mainly due to increase in average balance of time deposits in 2020 and relatively

higher annualised interest rate of time deposits during that period.
Finance costs

Our finance costs increased by 91.4% from RMB26.4 million in 2019 to RMBS50.5 million in
2020, which was mainly due to the increase in interest expenses, mainly attributable to the increased
short-term bank borrowings in 2020, partially offset by the decrease in transaction costs for the
issuance of convertible redeemable preferred shares.

Fair value changes of convertible redeemable preferred shares

Our fair value changes of convertible redeemable preferred shares were a loss of
RMB3.0 billion in 2020, as compared to a loss of RMB1.9 billion in 2019. The changes in the fair
value of our convertible redeemable preferred shares were primarily attributable to the increase in
our Company’s valuation. See Note 34 to the Accountants’ Report in Appendix I to this document
for details regarding the changes in fair value of convertible redeemable preferred shares.

Loss on repurchase of convertible redeemable preferred shares

We recorded loss on repurchase of convertible redeemable preferred shares of
RMB363.9 million in 2019, which represents our one-off repurchase of convertible redeemable
preferred shares as a result of withdrawals by certain investors in 2019.
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Income tax expense

Our income tax expense increased by 138.7% from RMB10.3 million to RMB24.6 million,

primarily due to the increase in taxable income of certain subsidiaries.

Loss for the year

As a result of the foregoing, our loss for the year increased by 14.6% from RMB3.4 billion in

2019 to RMB3.9 billion in 2020.

DISCUSSION OF CERTAIN KEY BALANCE SHEET ITEMS

The table below sets forth selected information from our consolidated statements of balance

sheets as of the dates indicated.

ASSETS
Non-Current assets:
Property, plant and equipment . . . ...
Right-of-use assets ...............
Goodwill®D ... ... oo
Other intangible assets® ..........
Financial investments at fair value
through profitorloss ...........
Investment in joint ventures . .......
Investments in associates ..........
Equity investments designated at fair
value through other comprehensive
MCOME . ........cvvunennann..
Restricted cash and time deposits . . .
Other non-current assets . ..........

Total non-current assets .........

Current assets:

Inventories .....................

Trade receivables ................

Prepayments, other receivables and
otherassets ...................

Financial assets at fair value through
profitorloss ..................

As of
As of 31 December 31 March
2019 2020 2021 2022 2023
RMB RMB RMB RMB RMB
(in thousands)

206,529 284,297 539,143 671,032 712,930
322,890 424,150 517,581 467,714 444,615
— 14,789 15,820 15,820 15,820
1,390 46,353 63,113 69,975 70,089
31,943 145,963 201,038 227,120 236,413
— — — 115,375 113,241
48,089 207,625 194,224 163,694 168,717
— — — 289,312 322,892
25,000 300,000 480,000 403 115,003
24,834 33,286 74,944 87,825 124,132
660,675 1,456,463 2,085,863 2,108,270 2,323,852
1,046,812 1,483,537 1,713,513 1,542,547 1,555,808
155,614 280,510 202,990 173,731 195,827
256,576 555,593 539,472 456,257 458,456
1,748,715 692,368 320,362 25,921 48,013
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Restricted cash and time deposits . . .

Cash and cash equivalents
Total current assets

LIABILITIES
Current liabilities:

Trade and bills payables . ... ...
Other payables and accruals . . . .
Contract liabilities

Interest-bearing borrowings

Tax payable

Lease liabilities . . ............

Total current liabilities

Non-Current liabilities:
Convertible redeemable preferred
shares

Contract liabilities ...........
Lease liabilities . . ... .........
Deferred tax liabilities

Other non-current liabilities

Total non-current liabilities . .

Net current assets
Net liabilities
EQUITY

Non-controlling interests

Notes:

M

3,861 2,337

195

As of
As of 31 December 31 March
2019 2020 2021 2022 2023
RMB RMB RMB RMB RMB
(in thousands)

821,157 3,400,888 3,497,661 2,021,037 1,739,702
... 1,474876 1,164,958 1,472,293 2,686,353 2,815,580
.... 5,503,750 7,577,854 7,746,291 6,905,846 6,813,386
... 1,683,398 2,808,434 3,240,321 3,119,324 3,231,297
R 698,032 962,270 1,463,777 1,566,010 1,524,310
e 215,353 382,463 558,999 653,045 634,632
R — 2,016,915 264,000 — —
R 10,301 34,884 67,517 97,225 97,816
R 115,360 132,283 148,379 136,595 128,894
co.. 2,722,444 6,337,249 5,742,993 5,572,199 5,616,949
e 9,499,531 11,900,562 18,609,227 21,726,488 21,732,634
R 71,636 109,468 115,056 60,268 53,502
e 181,881 252,468 282,873 203,735 190,456
R — 10,333 10,333 10,333 10,333
R 184,216 329,780 436,046 397,657 404,797
oo 9,937,264 12,602,611 19,453,535 22,398,481 22,391,722
... 2,781,306 1,240,605 2,003,298 1,333,647 1,196,437

(6,495,283) (9,905,543) (15,364,374) (18,956,564) (18,871,433)

(186)

Goodwill primarily represents goodwill arising from acquisitions of the equity interests in two companies engaged in

automotive products and services, namely Xi’an Jushuohua Automobile Technology Co. Ltd. and Xiangming (Shanghai)

Automotive Technology Service Co., Ltd. For the impairment testing of goodwill, see Note 18 to the Accountants’ Report in

Appendix 1.
@

impairment testing of other intangible assets, see Note 19 to the Accountants’ Report in Appendix I.

We recorded net

liabilities

of RMB6.5 billion,

RMB9.9 billion,

Other intangible assets primarily consist of an insurance brokerage licence we acquired in 2020 and software. For the

RMB15.4 billion,

RMB19.0 billion and RMB18.9 billion, as of 31 December 2019, 2020, 2021 and 2022 and 31 March
2023, respectively, primarily due to the significant amounts of convertible redeemable preferred

shares recorded as liabilities. Our convertible redeemable preferred shares will be re-designated from
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liabilities to equity as a result of the automatic conversion into ordinary shares upon the Listing,
after which we do not expect to recognise any further loss or gain on changes in fair value of
convertible redeemable preferred shares and will return to a net assets position from a net liabilities

113

position. For the discussion on net current assets, see “— Liquidity and Capital Resources—Net

Current Assets” in this section.

Inventories

Our inventories primarily include tires and chassis parts, motor oil, accessories and other auto
products used for maintenance, car wash, car detailing and repairs. As of 31 December 2019, 2020,
2021 and 2022 and 31 March 2023, our inventories were RMBI1.0 billion, RMBI1.5 billion,
RMB1.7 billion, RMB1.5 billion and RMB1.6 billion, respectively. The increases from 2019 to 2021
was primarily due to the growth of our business and operation. The decrease from 31 December 2021
to 31 December 2022 because we paced the procurement of merchandise in 2022 in light of the
COVID-19 resurgence in China. The increase from 31 December 2022 to 31 March 2023 was
primarily due to the increased procurement of merchandise in line with the post-COVID-19 business
recovery. Inventory turnover days for a given period are equal to the average balances of inventories,
net of provision for inventory write-down, at the beginning and at the end of the period divided by
cost of sales during the period and multiplied by the number of days during the period. Our inventory
turnover days increased from 45 days in 2019 to 60 days in 2020 and decreased to 59 days in 2021,
further changed to 64 days in 2022, and deceased to 56 days in the three months ended 31 March
2023. The increase from 2019 to 2020 was primarily due to (i) the expansion of Qipeilong business
as products sold through Qipeilong generally have slower turnover, and (ii) the increased proportion
of maintenance business among our overall business as products used in connection with
maintenance services have slower turnover. The slightly higher turnover days in 2020, as compared
to 2021, were primarily due to our continued efforts to improve inventory management. The increase
from 2021 to 2022 was primarily due to slower sales and supply chain disruption caused by the
COVID-19 resurgence. The decrease from 2022 to the three months ended 31 March 2023 was
primarily due to post-COVID-19 business recovery. Our inventory balances typically increase when
we prepare for special promotion events, such as the promotional campaigns around 18 June and
11 November each year, and before Chinese New Year Holiday, as factories and logistics companies
may be shut down or reduce manpower during the holidays.

—423 -



FINANCIAL INFORMATION

The following table sets forth the aging analysis of the inventories, net of provision, as of the
dates indicated.

As of
As of 31 December 31 March
2019 2020 2021 2022 2023
RMB RMB RMB RMB RMB
(in thousands)
1-12months . ......... ... ... ... ... .... 1,031,009 1,449,309 1,620,146 1,419,049 1,443,397
[-2years ... 15,803 34,228 93,367 123,498 112,411

1,046,812 1,483,537 1,713,513 1,542,547 1,555,808

Our management reviews the condition of inventories, at each reporting date, and makes
allowance for inventories that are identified as obsolete, slow-moving or no longer recoverable. We
carry out the inventory review on a product-by-product basis and make allowances with reference to
the latest market prices and current market conditions. We believe there is no recoverability issue for
inventories aged between 1 to 2 years, primarily because majority of the inventories aged between 1
to 2 years are auto maintenance products with shelf life of 3 to 5 years. As of 31 December 2019,
2020, 2021 and 2022 and 31 March 2023, sufficient provision has been made with regard to the
inventories aged between 1-2 years, which amounted to RMB11.7 million, RMB21.4 million,
RMB41.4 million, RMB62.9 million and RMB61.6 million, respectively.

As of 31 July 2023, RMB1,045.9 million, representing 67.2% of our inventories as of 31 March
2023 was subsequently utilized.

Trade receivables

Our trade receivables represent primarily (i) trade receivables from franchised Tuhu workshops
and third-party auto dealers for payment of auto products sourced from Qipeilong platform, (ii) trade
receivables from certain key account customers for bulk purchase of automotive services, (iii) trade
receivables from franchised Tuhu workshops in connection with the franchises services we provide
and (iv) trade receivables from brand owners in connection with the advertising services we provide.
Trade receivables from franchised Tuhu workshops arise when our franchised Tuhu workshops use
Qipeilong platform to source products that are not available in our regional distribution centres for
future end-customer orders. We deliver the auto products directly to the franchised Tuhu workshops
and book sales to them. Those auto products are in stock at franchised Tuhu workshops for future
sales to end-customers. After the franchised Tuhu workshops sell the auto products to the end-
customers, we settle with the franchised Tuhu workshops periodically. Trade receivables from third-
party auto dealers arise primarily when they make bulk purchases of auto products from us through
Qipeilong. Trade receivables arise as we generally offer credit terms to customers on Qipeilong
platform, which result in the time interval between the sales and delivery of auto products to the
franchised Tuhu workshops and third-party auto dealers, and the payment from such franchised Tuhu
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workshops and third-party auto dealers to us. For detailed illustration of transactions and fund flow,
including diagrams, see “Business—Our Product and Service Offerings—Qipeilong.” As to trade
receivables from bulk purchases, our key account customers include insurance companies and
commercial banks that make bulk purchases of our automotive maintenance service vouchers and
offer them to their individual customers. Holders of such vouchers can use them to make service
appointment directly with us to be served by our Tuhu workshops and partner stores. The vouchers
generally have a valid term of one year for redemption. These key account customers generally have
credit terms with us and settle with us periodically.

The below table sets forth the breakdown of trade receivables as of the dates indicated.

As of
As of 31 December 31 March
2019 2020 2021 2022 2023
RMB RMB RMB RMB RMB
(in thousands)
Trade receivables from bulk sales to key account
customers() . . ... L 73,254 84,173 87,754 65,289 85,609
Trade receivables from sales on Qipeilong® ......... 24,249 65,229 50,640 27,788 30,339
Trade receivables from franchise services ........... 22,920 68,448 21,346 38,886 44,101
Trade receivables from advertising services ......... 21,221 46,097 37,235 37,659 31,905
Others . ... 32,511 28,025 18,632 19,354 19,841
Allowance for expected credit losses . .............. (18,541) (11,462) (12,617) (15,245) (15,968)
Total 155,614 280,510 202,990 173,731 195,827

Notes:

(1)  Trade receivables from bulk sales to key account customers primarily represent trade receivables from bulk sales of service
vouchers to key account customers. There are two forms of sales of service vouchers, i.e., pay-by-consumption and prepaid
service voucher. Majority of the sales are in the form of pay-by-consumption. Under pay-by-consumption scenario, the key
account customer places an order for the vouchers without upfront payment, and only makes payment when these vouchers are
subsequently redeemed by the individual end-customers on an actual consumption basis. We generally settle with key account
customers on monthly basis under pay-by-consumption scenario. Under prepaid service voucher scenario, key account
customers make bulk purchases of vouchers with non-refundable upfront payment, and then subsequently distribute such
vouchers to individual end-customers for consumption.

(2)  Trade receivables from sales on Qipeilong primarily consist of receivables from franchised Tuhu workshops and third-party

auto dealers for payment of auto products sourced from Qipeilong platform.

As of 31 December 2019, 2020, 2021 and 2022 and 31 March 2023, our trade receivables, net
of allowance for expected credit losses, were RMB155.6 million, RMB280.5 million, RMB203.0
million, RMB173.7 million and RMB195.8 million, respectively. The increase from 2019 to 2020
was primarily due to the growth of our Qipeilong business and the increase in the amount receivable
from key account customers for bulk purchase of automotive services as our business grows. The
increase from 31 December 2022 to 31 March 2023 was primarily due to the increase in the amount
receivable from key account customers for bulk purchase of automotive services in line with the
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post-COVID-19 business recovery. Trade receivables turnover days for a given period are equal to
the average balances of trade receivables at the beginning and at the end of the period divided by
revenue during the period and multiplied by the number of days during the period. Our trade
receivables turnover days increased from 6 days in 2019 to 9 days in 2020 and decreased to 8 days in
2021, to 6 days in 2022, and further to 5 days in the three months ended 31 March 2023. The
increase in turnover days from 2019 to 2020 was primarily due to temporarily extended settlement
cycles with stores as we were expanding Qipeilong business. We have adopted automated
reconciliation and settlement system for Qipeilong business since the end of 2020 to improve our
settlement management, which contributed to the decrease in turnover days from 2020 to 2022 and
further to the three months ended 31 March 2023.

The following table sets forth the aging analysis of the trade receivables by transaction date as
of the dates indicated.

As of
As of 31 December 31 March

2019 2020 2021 2022 2023

RMB RMB RMB RMB RMB

(in thousands)

Within Imonth . ....... ... ... ... ... ... ... 91,343 151,403 121,223 97,911 118,833
2to3months .......... ... 47,217 32,421 39,169 44,354 34,817
4to6bmonths ......... .. .. . i 8,719 53,400 36,927 22988 31,171
7tol2months .......... ... ... ... ... ... ... 8,335 43,286 5,671 8,478 11,006

155,614 280,510 202,990 173,731 195,827

The following table sets forth the aging analysis of the trade receivables by due date as of the
dates indicated.

As of Subsequently settled
As of 31 December 31 March as of 31 July®
2019 2020 2021 2022 2023 2023
RMB RMB RMB RMB RMB RMB %
(in thousands, except for percentage data)
(unaudited)
Notpastdue ................ 91,532 151,974 122,085 99,473 120,278 110,870 92.2
Overdue <3 months .......... 52,388 81,950 56,871 54,214 49,833 35,696 71.6
Overdue 3 to 6 months ....... 4,679 27,641 19,764 14,280 18,369 12,739 69.4
Overdue 7 to 12 months . ..... 7,015 18,945 4,270 5,764 7,347 5,423 73.8

Note:

(1)  Represents the amounts and percentages of subsequent settlement of trade receivables in such aging group as of 31 March
2023.
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As of 31 July 2023, RMB164.7 million, representing 84.1% of our trade receivables as of
31 March 2023 was subsequently settled. The unsettled trade receivables primarily represent
receivables from insurance companies. We generally grant a 30-day credit period. Towards the end
of the credit period, we reconcile the accounts with the insurance companies first. The payment by
the insurance companies will be made after the account reconciliation is completed. The insurance
companies generally need longer time to carry out the account reconciliation and internal payment
approval process, which result in slower payments. We have set up a settlement team to settle
accounts receivables in a timely manner. If there is any delayed payment, the account manager in
charge of the customer will follow up closely with the customer.

We believe that there is no material recoverability issue for our trade receivables, as we mainly
grant credit terms to high quality customers. In addition, the trade receivables turnover days during
the Track Record Period remain relatively low and we had made sufficient provisions accordingly.
The amount of provision for trade receivables is measured by applying a scientific assessment
model, in which various considerations have been accounted for under the expected credit losses
model, such as the future economic forecasts, credit risk of debtors, historical data, impact of the
COVID-19 pandemic that is available at the assessment date and inflation rate. We consider the
assessment model has provided a concrete basis to formulate the amount of provision. Moreover, we
have a dedicated team responsible for monitoring trade receivables from our customers, and we take
proactive measures to ask our customers to settle long-term uncollected receivables in a timely
manner. As of 31 December 2019, 2020, 2021 and 2022 and 31 March 2023, 94.6%, 84.6%, 97.2%,
95.1% and 94.4% of our trade receivables, net of allowance for expected credit losses, aged within
six months and our customers during the Track Record Period had a track record of timely payments

to us.
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Prepayments, other receivables and other assets

Our prepayments, other receivables and other assets primarily include (i) advances to suppliers
for purchase of goods and services, such as tires, (ii) deposits and other receivables, which mainly
consist of lease deposits in connection with leased warehouses and offices, and (iii) VAT
recoverable. As of 31 December 2019, 2020, 2021 and 2022 and 31 March 2023, our prepayments,
other receivables and other assets were RMB256.6 million, RMB555.6 million, RMB539.5 million,
RMB456.3 million and RMB458.5 million, respectively. The below table sets forth the breakdown of
prepayments, other receivables and other assets as of the dates indicated.

As of
As of 31 December 31 March
2019 2020 2021 2022 2023
(RMB in thousands)
Prepayments .......... ... .. ... 145,884 306,904 182,959 157,637 156,257
Deposits and other receivables . . .................. 39,461 100,382 126,650 127,610 127,244
VAT recoverable .............................. 54,238 97,984 174,065 148,157 164,869
Loans receivable) .. ........................... 8,159 39,052 42,784 22,727 10,229
Receivable from employees . ..................... 9,163 11,796 13,358 3,070 4,184
Impairment allowance .......................... (329) (525) (344) (2,944) (4,327)
Total ... ... .. . 256,576 555,593 539,472 456,257 458,456

(1)  Loans receivable primarily consists of receivable in relation to direct loans and entrusted loans to certain franchised Tuhu
workshops and franchisees. For entrusted loans, we entrust commercial banks to provide loans to franchised Tuhu workshops
and franchisees and generally charge interests ranging from 4% to 12% per annum. Our PRC Legal Advisor is of the view that
such entrusted loan arrangements are in compliance with the relevant PRC laws and regulations. For direct loans, we currently
do not charge interests. Historically, we provided interest bearing direct loans to some of our franchised Tuhu workshops and
franchisees. As of the Latest Practicable Date, outstanding balance of the interest bearing loans directly provided by us was
nil. Thus, our PRC Legal Advisor is of the view that such direct loan arrangements are not prohibited by any applicable PRC
laws and regulations. For details, see “Risk Factors—Risks Related to Our Business and Industry—Failure to obtain, renew, or

retain licences, permits or approvals may affect our ability to conduct or expand our business.”

The increase from 2019 to 2020 was primarily due to increase in prepayments to suppliers as
our business scales up. The decrease from 2020 to 2021 was primarily due to the decrease in
prepayments to suppliers as we obtained more favourable credit terms from them, partially offset by
the increases in VAT recoverable and lease deposits in line with our business growth. Specifically,
some suppliers started to allow payment upon delivery in 2021. The decrease from 31 December
2021 to 31 December 2022 was primarily due to the decreases in VAT recoverable, prepayments to
suppliers as we paced the procurement of merchandise in 2022 in light of the COVID-19 resurgence
in China, and loans receivable as we received repayments from the borrowers. The slight increase
from 31 December 2022 to 31 March 2023 was primarily due to increase in the VAT recoverable,
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partially offset by the decrease in loans receivable as we ceased to extend new entrusted loans in
light of the post-COVID-19 business recovery and received repayments from certain borrowers.

As of 31 July 2023, RMB294.5 million, representing 64.2% of our prepayments, other
receivables and other assets as of 31 March 2023 was subsequently settled.

Financial assets at fair value through profit or loss

Our financial assets at fair value through profit or loss primarily represent wealth management
products issued by commercial banks. As of 31 December 2019, 2020, 2021 and 2022 and 31 March
2023, our financial assets at fair value through profit or loss were RMBI1.7 billion,
RMB692.4 million, RMB320.4 million, RMB25.9 million and RMB48.0 million, respectively. The
decrease from 2019 through 2021 was primarily because we allocated more funds in time deposits
instead of short-term wealth management products as there was increase in the proportion of funds
denominated in US dollars at our hand as compared to funds denominated in RMB and we generally
allocate funds denominated in US dollars in time deposits which bear lower risks as compared to
wealth management products. The further decrease from 2021 to 2022 was primarily because we
allocated more funds in demand deposits instead of short-term wealth management products. The
increase from 31 December 2022 to 31 March 2023 was because we purchased certain short-term
wealth management products in the three months ended 31 March 2023.

During the Track Record Period, our wealth management products primarily include structured
deposits and other wealth management products. The risk exposure from the structured deposits
mainly involves the fluctuation in the rates of return. The risk exposure from other wealth
management products is primarily that neither the principal nor the returns are protected or
guaranteed by the relevant issuers. As of 31 December 2019, 2020, 2021 and 2022 and 31 March
2023, a majority of the wealth products we purchased are due on demand. During the Track Record
Period, the structured deposits and other wealth management products we purchased did not have
material decline in market value.

To monitor and control the investment risks associated with our wealth management product
portfolio, we have adopted a comprehensive set of internal procedures to manage our investment in
wealth management products. With the authorization of the Board, our management is responsible
for carrying out the investment plans with respect to structured deposits and other wealth
management products in accordance with our cash management policies and internal approval
process. Supervised by Mr. Zhang Zhisong, the chief financial officer of the Group who has been
supervising our investment activities and was highly involved in our historical investments, our
finance department proposes, analyses and evaluates potential investment in wealth management
products based on recommendations of our relationship and account managers at reputable banks in
China. Prior to making any material investments in wealth management products or modifying our
existing investment portfolio, the proposal shall be approved by Mr. Zhang and his designated senior
member of our management. In assessing the wealth management products, we apply a number of
standards, including (i) investment in high risk products are prohibited; (ii) the primary objectives of
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investment activities focus on minimising the financial risks by reasonably and conservatively
matching the maturities of the portfolio to anticipated operating cash needs, while generating
desirable investment returns for the benefits of our Shareholders; (iii) the proposed investment must
not interfere with our business operations or capital expenditures; and (iv) the wealth management
products should be issued by a reputable bank. We primarily invest in wealth management products
issued by major commercial banks in China with low risks and a short-to mid-term of no more than
one year. We make investment decisions related to wealth management products on a case-by-case
basis after thoroughly considering a number of factors, including but not limited to macro-economic
environment, general market conditions, risk control and credit of issuing banks, our own working
capital conditions, and the expected profit or potential loss of the investment. Additionally, our
Board adopted a variety of procedures in relation to the valuation of our financial assets. For details
of those procedures, see “ —Critical Accounting Policies and Estimates — Significant Accounting
Judgements and Estimates — Level 3 of Fair Value Measurement.” Going forward, we intend to
invest in wealth management products with low risks on a case by case basis if such products are in
our Group’s interest upon thorough evaluations and analyses. Mr. Zhang has nearly 15 years of
experience in finance. For other relevant qualifications and experience of our chief financial officer,
see “Directors and Senior Management.” In addition, we have a professional and efficient financial
management team. The team members have professional certifications, such as CPA and ACCA, as
well as financial and cash management capabilities with prior working experience in renowned
multi-national enterprises and accounting firms. They also have experience in the identification,
calculation, reduction of risk exposure, and evaluation of the effectiveness of risk management, to
ensure stable return on investments in wealth management products.

After Listing, our investments in wealth management products will be subject to compliance
with Chapter 14 of the Listing Rules.
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Cash and bank balances

Our cash and bank balances primarily consist of cash and cash equivalents, time deposits and
restricted cash. The restricted cash primarily consists of security deposits held in designated bank
accounts for issuance of bills payable and short-term borrowings. The below table sets forth the
breakdown of cash and bank balances as of the dates indicated.

As of
As of 31 December 31 March
2019 2020 2021 2022 2023
RMB RMB RMB RMB RMB
(in thousands)
Current
Cash and cash equivalents .. .............. 1,474,876 1,164,958 1,472,293 2,686,353 2,815,580
Time deposits with maturities over three
months ............. ... .. ... .. ...... 223,479 307,528 1,017,365 514,115 471,793
Restricted cash current portion ............ 597,678 3,093,360 2,480,296 1,506,922 1,267,909

2,296,033 4,565,846 4,969,954 4,707,390 4,555,282

Non-current
Time deposits with maturities over one

VAT ot et e 25,000 — 380,000 — —
Restricted cash non-current portion . . ....... — 300,000 100,000 403 115,003
25,000 300,000 480,000 403 115,003

2,321,033 4,865,846 5,449,954 4,707,793 4,670,285

As of
As of 31 December 31 March
2019 2020 2021 2022 2023
(in thousands)
Denominated in:
RMB .. 2,039,459 1,568,854 1,581,566 2,589,850 2,555,199
USS 281,574 3,296,992 3,868,388 2,117,943 2,115,086

2,321,033 4,865,846 5,449,954 4,707,793 4,670,285

Investments in joint ventures

Investments in joint ventures represent our investments in two joint ventures, namely, Shanghai
Zhisheng Automobile Technology Co., Ltd. (“Shanghai Zhisheng”) and Shanghai Wuqi Private Fund
Limited Partnership (“Shanghai Wuqi”). We had investments in joint ventures of nil, nil, nil,
RMB115.4 million and RMB113.2 million as of 31 December 2019, 2020, 2021 and 2022 and
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31 March 2023, respectively. Share of loss from Shanghai Zhisheng was RMB3.0 million and
RMB1.2 million in 2022 and the three months ended 31 March 2023, respectively, and share of
profit from Shanghai Wuqi was RMB13,000 in 2022 and share of loss from Shanghai Wuqi was
RMB975,000 in the three months ended 31 March 2023.

Equity investments designated at fair value through other comprehensive income

Equity investments designated at fair value through other comprehensive income represent our
investments in the equity securities of certain listed companies. Such investments were irrevocably
designated at fair value through other comprehensive income as we consider these investments to be
strategic in nature. We had equity investments designated at fair value through other comprehensive
income of nil, nil, nil, RMB289.3 million and RMB322.9 million as of 31 December 2019, 2020,
2021 and 2022 and 31 March 2023, respectively.

Trade and bills payables
Trade and bills payables represent payable to suppliers from whom we purchase auto products

and payable to service providers for services provided. The below table sets forth the breakdown of
trade and bills payables as of the dates indicated.

As of
As of 31 December 31 March
2019 2020 2021 2022 2023
RMB RMB RMB RMB RMB
(in thousands)

Trade payables .. ....................... 371,536 806,169 1,098,761 808,085 755,207
Billspayable .......................... 1,311,862 2,002,265 2,141,560 2,311,239 2,476,090
Total ........... ... ... ... ... .. ... .... 1,683,398 2,808,434 3,240,321 3,119,324 3,231,297

The increase in our trade and bills payables from 2019 to 2021 was in line with our growing
business. The decrease from 2021 to 2022 was primarily because we paced the procurement of
merchandise in 2022 in light of the COVID-19 resurgence in China. The increase from 31 December
2022 to 31 March 2023 was primarily because we increased the procurement of merchandise in the
first quarter of 2023 in light of the post-COVID-19 business recovery. Trade and bills payables
turnover days for a given period are equal to average trade payable balances, net of advance to
suppliers balance, at the beginning and at the end of the period divided by total cost of sales during
the period and multiplied by the number of days during the period. Our trade and bills payables
turnover days increased from 56 days in 2019 to 96 days in 2020, to 103 days in 2021, and further to
118 days in 2022 and decreased to 110 days in the three months ended 31 March 2023. The increases
from 2019 through 2022 were primarily due to (i) the longer payment terms with certain suppliers as
we used bills for settlement more often since 2020 and bills generally had a longer payment term, and
(ii)) we managed to increase our credit terms through our continuous efforts to enhance our
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relationship with suppliers. The slight decrease in the three months ended 31 March 2023 was
primarily due to the demand from the suppliers for settlement before the Chinese New Year.

The following table sets forth the aging analysis of the trade payables by due date as of the
dates indicated.

As of
As of 31 December 31 March

2019 2020 2021 2022 2023

RMB RMB RMB RMB RMB

(in thousands)

Notpastdue ...........o ... 197,706 484,750 931,748 582,466 557,734
Overdue <3 months ............................ 124,306 275,334 82,888 213,556 184,984
Overdue3to6months . ......................... 23,591 7,840 71,706 2,428 1,253
Overdue 7to 12months ......................... 12,715 22,707 5,617 3,533 3,331
Overdue > lyear .............coiiiuininnnnn... 13,218 15,538 6,302 6,102 7,905

As of 31 July 2023, RMB2,568.9 million, representing 79.5% of our trade and bills payables as
of 31 March 2023 was subsequently settled. As of 31 July 2023, RMB691.9 million, representing
91.6% of our trade payables as of 31 March 2023 was subsequently settled.

Other payables and accruals

Our other payables and accruals mainly represent salary and welfare payable and other tax
payable. As of 31 December 2019, 2020, 2021 and 2022 and 31 March 2023, our other payables and
accruals were RMB698.0 million, RMB962.3 million, RMB1.5 billion, RMB1.6 billion and RMB1.5
billion, respectively. The below table sets forth the breakdown of other payables and accruals as of
the dates indicated.

As of
As of 31 December 31 March
2019 2020 2021 2022 2023
(RMB in thousands)

Other tax payable .. ........................ 211,387 287,219 322,768 307,283 294,080
Payroll and welfare payable ................. 221,266 306,621 514,549 539,397 539,901
Accrual and other payables .................. 265,379 368,430 626,460 719,330 690,329
Total ......... .. ... . ... ... .. .. 698,032 962,270 1,463,777 1,566,010 1,524,310

The increase from 2019 to 2020 was primarily due to (i) the increase in value-added tax
payable due to our growing business and the increase in the withholding individual income tax, and
(i1) the increase in salary and welfare payable. The increase from 2020 to 2021 was primarily due to
(1) the increase in salary and welfare payable, (ii) the increase in construction in progress in relation
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to certain warehouses, and (iii) the increase in refundable deposits from potential franchisees prior to
entering into the franchise agreements in line with our store network expansion. The increases in the
withholding individual income tax and salary and welfare payable were both primarily due to the
growth of our employee headcount in line with our growing business. The increase from 2021 to
2022 was primarily due to (i) the increase in refundable deposits from potential franchisees prior to
entering into the franchise agreements in line with our store network expansion, (ii) the increase in
the amounts of payments processed through certain reputable commercial banks as we adjusted our
settlement mechanisms in 2022, and (iii) the increase in salary and welfare payable primarily due to
the extended payment of social insurance contributions, which was encouraged by local
governmental authorities as part of the COVID-19 relief measures, and the increase in the base
payment of social insurance contributions, partially offset by the decrease in value-added tax payable
due to the decrease in the taxable income in December 2022 as compared to December 2021, as VAT
payable was generally affected by the sales in the last month of respective taxable period. The
decrease from 31 December 2022 to 31 March 2023 was primarily due to (i) the settlement of
promotional expenses to certain suppliers, (ii) reduced outsourced personnel headcount as we
adopted a series of measures to reduce costs and increase efficiency, and (iii) the payment of stamp
duty incurred in 2022 in compliance with latest regulatory development on stamp duty.

Contract liabilities

Our contract liabilities mainly represent customer advances for automotive products and service
sales and deferred upfront franchise fees paid by franchisees. As of 31 December 2019, 2020, 2021
and 2022 and 31 March 2023, our contract liabilities were RMB287.0 million, RMB491.9 million,
RMB674.1 million, RMB713.3 million and RMB688.1 million, respectively. The increases from
2019 to 2021 were primarily due to (i) the increase in customer advances as our business scales up,
and (ii) the increase in the deferred upfront franchise fees collected from franchisees as a result of
the expansion of franchised Tuhu workshops network. The increase from 2021 to 2022 was primarily
due to the increase in customer advances as our business scales up, partially offset by the reductions
and exemptions of the deferred upfront franchise fees in 2022 as part of our efforts to penetrate into
lower tier cities. The decrease from 31 December 2022 to 31 March 2023 was primarily due to
postponed fulfilment of the customer orders placed in December 2022 as a result of the COVID-19
resurgence in December 2022. As of 31 July 2023, RMB372.8 million, representing 54.2% of our
contract liabilities as of 31 March 2023 was subsequently recognised as revenue.
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Lease liabilities

Our lease liabilities primarily consist of the commitments under the lease agreements for our
self-operated Tuhu workshops, warehouses, and office premises with terms ranging from two to
fourteen years. The following table sets forth the maturity profile of our lease agreements as of the
dates indicated.

As of 31 December As of 31 March
2019 2020 2021 2022 2023
Outstanding Number of Outstanding Number of Outstanding Number of Outstanding Number of Outstanding Number of
lease lease lease lease lease lease lease lease lease lease

liabilities agreements liabilities agreements liabilities agreements liabilities agreements liabilities agreements

(RMB in thousands except number of lease agreements)

Due within one

year ....... 115,360 242 132,283 382 148,379 348 136,595 328 128,894 309
Due after one

year but

within two

years ...... 88,767 193 120,166 254 115,245 219 84,890 207 81,785 191
Due after two

years but

within five

years ...... 84,360 117 112,966 132 134,140 131 101,348 109 96,407 103
Due after five

years ...... 8,754 14 19,336 26 33,488 36 17,497 31 12,264 29

Total ........ 297,241 566 384,751 794 431,252 734 340,330 675 319,350 632

As of 31 December 2019, 2020, 2021 and 2022 and 31 March 2023, we have outstanding
aggregate unpaid contractual lease payments (present value of lease payments for the remainder of
relevant lease terms) of RMB297.2 million, RMB384.8 million, RMB431.3 million, RMB340.3
million and RMB319.4 million in relation to the corresponding lease liabilities.

KEY FINANCIAL RATIOS

The following table sets forth our key financial ratios for the periods indicated:

For the Three
Months Ended
For the Year Ended 31 December 31 March

2019 2020 2021 2022 2022 2023

Total revenue growth rate (%)M . .............. N/A 24.3 33.9 (1.5) N/A 10.0
Gross margin (%)@ ... ... 7.4 12.3 16.0 19.7 17.9 24.2
Adjusted EBITDA margin (non-IFRS measure)

()3 (12.0) (7.3) (7.9 (1.6) (3.9 4.9
Adjusted net (loss)/profit margin (non-IFRS

measure) (%)@ ... (14.7)  (10.2) (10.8) (4.8) (7.0) 2.8
Notes:

(1)  Revenue growth rate equals revenue growth divided by revenue for the previous year/period.
(2)  Gross margin equals gross profit divided by revenue during the year/period.
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(3)  Adjusted EBITDA margin equals adjusted EBITDA (non-IFRS measure) divided by revenue during the year/period.
(4)  Adjusted net (loss)/profit margin equals adjusted net (loss)/profit (non-IFRS measure) divided by revenue during the year/period.

LIQUIDITY AND CAPITAL RESOURCES

During the Track Record Period and up to the Latest Practicable Date, we funded our cash
requirements principally from proceeds from preferred share issuance, bank borrowings and cash
generated from operating activities. We had cash and bank balances of RMB2.3 billion, RMB4.9
billion, RMBS5.4 billion, RMB4.7 billion and RMB4.7 billion as of 31 December 2019, 2020, 2021
and 2022 and 31 March 2023, respectively.

Cash Flows

The following table sets forth our cash flows for the periods indicated:

For the Three Months
For the Year Ended 31 December Ended 31 March
2019 2020 2021 2022 2022 2023
RMB RMB RMB RMB RMB RMB
(in thousands)
(unaudited)
Selected Consolidated Cash
Flow Data:
Operating cash flows before
movements in working
capital .................. (807,000) (710,961) (867,269) (114,277) (108,919) 169,484
Changes in working capital . . . . 555,461 1,042,253 770,708  (197,475) (455,159) 15,270
Income tax paid .. ........... — (12) (2,189) (959) (231) (880)
Net cash flows (used in)/from
operating activities ........ (251,539) 331,280 (98,750) (312,711) (564,309) 183,874
Net cash flows (used in)/from
investing activities . . ....... (1,077,746) 570,808  (917,972) 481,347 626,563 (79,065)

Net cash flows from/(used in)
financing activities ........
.......................... 1,905,441 (1,041,096) 1,407,937 935977 (466,697) 47,611
Net increase/(decrease) in cash
and cash equivalents ....... 576,156 (139,008) 391,215 1,104,613 (404,443) 152,420
Cash and cash equivalents at the
beginning of the

year/period .............. 895,706 1,474,876 1,164,958 1,472,293 1,472,293 2,686,353
Effect of foreign exchange rate

changes,net .............. 3,014  (170,910)  (83,880) 109,447 (3,609)  (23,193)
Cash and cash equivalents at the

end of the year/period® .... 1,474,876 1,164,958 1,472,293 2,686,353 1,064,241 2,815,580
Note:

(1)  The below table sets forth the analysis of balances of cash and cash equivalents for the year/period indicated.
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For the Three Months
For the Year Ended 31 December Ended 31 March
2019 2020 2021 2022 2022 2023
RMB RMB RMB RMB RMB RMB
(in thousands)
(unaudited)
Cash and bank balances ..................... 2,321,033 4,865,846 5,449,954 4,707,793 4,834,298 4,670,285
Restricted cash and time deposits .............. (846,157) (3,700,888) (3,977,661) (2,021,440) (3,770,057) (1,854,705)
Cash and cash equivalents as stated in the
consolidated statement of cash flows ......... 1,474,876 1,164,958 1,472,293 2,686,353 1,064,241 2,815,580

Going forward, we believe that our liquidity requirements will be satisfied by using a
combination of cash generated from operating activities, other funds raised from the capital markets
from time to time and the net proceeds received from the Global Offering. We currently do not have
any other plans for material additional external financing.

Net Cash Flows (Used in)/from Operating Activities

Net cash flows from operating activities in the three months ended 31 March 2023 was
RMB183.9 million. The difference between the loss before tax of RMB277.1 million and positive
operating cash flow of RMB183.9 million was the result of adjustments for non-cash expenses items
of RMB446.5 million, as well as changes in working capital accounts of RMBI15.3 million.
Adjustments for non-cash expenses items mainly include fair value changes of convertible redeemable
preferred shares of RMB298.0 million, share-based payment expenses of RMB66.5 million,
depreciation of right-of-use assets of RMB48.5 million and depreciation of property, plant and
equipment of RMB38.7 million. The changes in working capital accounts mainly include (i)
RMB112.0 million increase in trade and bills payable, and (ii) RMB21.3 million decrease in restricted
cash, partially offset by (i) RMB33.5 million decrease in other payables and accruals, (i1) RMB26.5
million increase in inventories, (iii) RMB25.2 million decrease in contract liabilities, (iv) RMB22.8
million increase in trade receivables, and (v) RMB17.5 million increase in prepayments, other
receivables and other assets. For the reasons underlying changes in working capital accounts, see
“—Discussion of Certain Key Balance Sheet Items.”

Net cash flows used in operating activities in 2022 was RMB312.7 million. The difference
between the loss before tax of RMB2.1 billion and negative operating cash flow of RMB312.7 million
was the result of adjustments for non-cash expenses items of RMB2.0 billion, as well as changes in
working capital accounts of RMB197.5 million. Adjustments for non-cash expenses items mainly
include fair value changes of convertible redeemable preferred shares of RMB1.3 billion, share-based
payment expenses of RMB219.3 million, depreciation of right-of-use assets of RMB203.4 million and
depreciation of property, plant and equipment of RMB156.5 million. The changes in working capital
accounts mainly include (i) RMB361.6 million increase in restricted cash, and (ii) RMB121.0 million
decrease in trade and bills payable, partially offset by (i) RMB95.2 million increase in other payables
and accruals, (i) RMB87.6 million decrease in inventories, and (iii) RMB66.5 million decrease in
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prepayments, other receivables and other assets. For the reasons underlying changes in working
capital accounts, see “—Discussion of Certain Key Balance Sheet Items.”

Net cash flows used in operating activities in 2021 was RMB98.8 million. The difference
between the loss before tax of RMBS5.8 billion and negative operating cash flow of RMB98.8 million
was the result of adjustments for non-cash expenses items of RMB4.9 billion, as well as changes in
working capital accounts of RMB770.7 million. Adjustments for non-cash expenses items mainly
include fair value changes of convertible redeemable preferred shares of RMB4.4 billion,
depreciation of right-of-use assets of RMBI181.7 million, depreciation of property, plant and
equipment of RMB120.9 million and share-based payment expenses of RMB118.5 million. The
changes in working capital accounts mainly include (i) RMB430.4 million increase in trade and bills
payable, (ii) RMB390.7 million increase in other payables and accruals, (iii) RMB182.1 million
increase in contract liabilities, and (iv) RMB106.3 million increase in other non-current liabilities,
partially offset by (i) RMB272.7 million increase in inventories, and (ii) RMB147.9 million increase
in restricted cash. For the reasons underlying changes in working capital accounts, see “—Discussion
of Certain Key Balance Sheet Items.”

Net cash flows from operating activities in 2020 was RMB331.3 million. The difference
between the loss before tax of RMB3.9 billion and positive operating cash flow of
RMB331.3 million was the result of adjustments for non-cash expenses items of RMB3.2 billion, as
well as changes in working capital accounts of RMB1.0 billion. Adjustments for non-cash expenses
items mainly include fair value changes of convertible redeemable preferred shares of
RMB3.0 billion, depreciation of right-of-use assets of RMB155.9 million, depreciation of property,
plant and equipment of RMB82.5 million and gain from intangible assets contributed to an associate
of RMB76.5 million. The gain from intangible assets contributed to an associate of RMB76.5 million
mainly relates to our investment in an associate jointly invested by ExxonMobil through contribution
of software. The changes in working capital accounts mainly include (i) RMBI1.1 billion increase in
trade and bills payable, (ii)) RMB256.4 million increase in other payables and accruals, and (iii)
RMB204.9 million increase in contract liabilities, partially offset by (i) RMB461.8 million increase
in inventories, (ii)) RMB257.6 million increase in prepayments, other receivables and other assets,
and (iii) RMB132.6 million increase in trade receivables. For the reasons underlying changes in
working capital accounts, see “— Discussion of Certain Key Balance Sheet Items.”

Net cash flows used in operating activities in 2019 was RMB251.5 million. The difference
between the loss before tax of RMB3.4 billion and negative operating cash flow of RMB251.5 million
was the result of adjustments for non-cash expenses items of RMB2.6 billion, as well as changes in
working capital accounts of RMBS555.5 million. Adjustments for non-cash expense items mainly
include fair value changes of convertible redeemable preferred shares of RMB1.9 billion, loss on
repurchase of convertible redeemable preferred shares of RMB363.9 million, depreciation of
right-of-use assets of RMB135.6 million and share-based payment expenses of RMB95.1 million. The
changes in working capital accounts mainly include RMBI1.1 billion increase in trade and bills payable,
primarily due to RMB855.9 million increase in bills payable as we used notes for settlement more
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often in 2019 and notes generally had a longer payment term of six months, partially offset by
(1) RMB504.8 million increase in inventories, and (ii) RMB426.1 million increase in restricted cash.

Certain unique factors also contributed to our net cash outflow from operating activities in
2021: (i) we paid a deposit of RMB50.0 million in connection with the setup of a financing
guarantee company, (ii) as part of our NEV-related efforts, we made some investment in exploring
business opportunities related to NEV, such as purchase of vehicles from certain NEV brands for
sale, and (iii) we increased certain cash expenditures, such as research and development expenses,
significantly in 2021 to support our business expansion. As such expenses are paid upfront, we
expect them to be much more stable in the following years. Certain unique factors contributed to our
net cash outflow from operating activities in 2022: (i) a large number of stores temporarily
suspended operations in certain cities in 2022 due to the COVID-19 resurgence, which resulted in a
decrease in revenue, while we continued to incur certain fixed costs and expenses; and (ii) although
we paced our merchandise procurement in light of the COVID-19 resurgence, we were required to
settle the bills we issued in relation to the procurement orders placed before the COVID-19
resurgence, and as a result, our trade and bills payables fell faster than the inventories, leading to a
net outflow of funds. In view of our net cash outflows from operating activities in 2019, 2021 and
2022, we plan to improve our net operating cash outflows position by taking advantage of measures
on revenue growth, cost efficiency and operating leverage improvement to narrow down our net loss
and improve our profitability, which will in parallel translate into improved net operating cash flows.
For instance, we plan to achieve revenue growth by growing customer base and enhancing customer
engagement, and expanding store network as we penetrate in tier 2 and below cities and counties and
optimise location and density of our stores in existing cities, which will boost sales and generate
more cash inflow. We also plan to optimise our cost structure and operating efficiency, such as
effectiveness and efficiency of our selling and marketing spending, which will save more cash
outflow. Specifically, we will continue to strategically focus on marketing efforts customised for
different target customer groups and invest in our research and development capabilities efficiently
to improve our technological capabilities to enhance our store management system, fulfilment
efficiency and user experience. We also plan to partner with many major suppliers and
manufacturing brands to roll out more exclusive products and private label products with higher
gross margin. Moreover, we will continue to improve efficiency of working capital management to
accelerate the inventory turnover and better utilize the payment terms offered by our suppliers. For
detailed strategies and measures we plan to take to achieve profitability, see “Business — Business
Sustainability.”

Net Cash Flows (Used in)/ from Investing Activities
Net cash flows used in investing activities in the three months ended 31 March 2023 was
RMB79.1 million, consisting primarily of (i) cash paid for purchase of property and equipment, and

(i1) net cash used in purchase of financial assets at fair value through profit or loss, partially offset
by net cash from withdrawal of time deposits upon maturity.
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Net cash flows from investing activities in 2022 was RMB481.3 million, consisting primarily of
(1) net cash from withdrawal of time deposits upon maturity, and (ii) net cash generated from
disposal of financial assets at fair value through profit or loss, partially offset by (i) cash paid for
purchase of equity investments designated at fair value through other comprehensive income, and (ii)
cash paid for purchase of property and equipment.

Net cash flows used in investing activities in 2021 was RMB918.0 million, consisting primarily
of net cash used in investments in time deposits and cash paid for purchase of property and
equipment, partially offset by the net cash generated from disposal of financial assets at fair value

through profit or loss.

Net cash flows from investing activities in 2020 was RMB570.8 million, consisting primarily of
net cash generated from disposal of financial assets at fair value through profit or loss, partially
offset by (i) cash paid for purchase of property and equipment, (ii) cash paid for purchase of
financial investments at fair value through profit or loss, and (iii) cash paid for purchase of
shareholding in associates.

Net cash flows used in investing activities in 2019 was RMB1.1 billion, consisting primarily of
net cash used in purchase of financial assets at fair value through profit or loss, cash paid for time
deposits and cash paid for purchase of property and equipment.

Net Cash Flows from/(Used in) Financing Activities

Net cash flows from financing activities in the three months ended 31 March 2023 was
RMB47.6 million, consisting primarily of net cash from release of certain security deposits, partially
offset by lease payment.

Net cash flows from financing activities in 2022 was RMB936.0 million, consisting primarily
of net cash from release of certain security deposits, partially offset by repayment of interest-bearing

short-term bank borrowings.

Net cash flows from financing activities in 2021 was RMB1.4 billion, consisting primarily of
proceeds from issuance of convertible redeemable preferred shares, partially offset by repayment of
interest-bearing short-term bank borrowings.

Net cash flows used in financing activities in 2020 was RMB1.0 billion, consisting primarily of
increase in restricted cash and lease payment, partially offset by proceeds from incurrence of
interest-bearing short-term bank borrowings and issuance of convertible redeemable preferred

shares.
Net cash flows from financing activities in 2019 was RMB1.9 billion, consisting primarily of

proceeds from issuance of convertible redeemable preferred shares, partially offset by the repurchase
of convertible redeemable preferred shares as a result of withdrawals by certain investors.
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Net Current Assets

The table below sets forth our current assets and liabilities as of the dates indicated.

As of
As of 31 December As of 31 March 31 July
2019 2020 2021 2022 2023 2023
RMB RMB RMB RMB RMB RMB
(in thousands)
(Unaudited)

Current assets:
Inventories ............... 1,046,812 1,483,537 1,713,513 1,542,547 1,555,808 1,447,740
Trade receivables .......... 155,614 280,510 202,990 173,731 195,827 213,457
Prepayments, other

receivables and other

assets . ......... ... ... 256,576 555,593 539,472 456,257 458,456 379,160
Financial assets at fair value

through profit or loss ... .. 1,748,715 692,368 320,362 25,921 48,013 529,433
Restricted cash and time

deposits . ............... 821,157 3,400,888 3,497,661 2,021,037 1,739,702 1,686,719
Cash and cash equivalents ... 1,474,876 1,164,958 1,472,293 2,686,353 2,815,580 3,009,386
Total current assets ....... 5,503,750 7,577,854 7,746,291 6,905,846 6,813,386 7,265,895
Current liabilities:
Trade and bills payables . .. .. 1,683,398 2,808,434 3,240,321 3,119,324 3,231,297 3,269,589
Other payables and

accruals . ............... 698,032 962,270 1,463,777 1,566,010 1,524,310 1,643,475
Contract liabilities ......... 215,353 382,463 558,999 653,045 634,632 713,015
Interest-bearing

borrowings ............. — 2,016,915 264,000 — — 1,036
Tax payable .............. 10,301 34,884 67,517 97,225 97,816 113,225
Lease liabilities .. .......... 115,360 132,283 148,379 136,595 128,894 152,268
Total current liabilities .... 2,722,444 6,337,249 5,742,993 5,572,199 5,616,949 5,892,608
Net current assets ......... 2,781,306 1,240,605 2,003,298 1,333,647 1,196,437 1,373,287

We had net current assets of RMB1.4 billion as of 31 July 2023, as compared to net current
assets of RMB1.2 billion as of 31 March 2023. The change was primarily due to (i) an increase of
RMB481.4 million in the financial assets at fair value through profit or loss as we allocated more
funds in short-term wealth management products, and (ii) an increase of RMB193.8 million in the
cash and cash equivalents, partially offset by (i) an increase of RMB119.2 million in other payables
and accruals, (ii) a decrease of RMB108.1 million in inventories as a result of faster turnover of
inventories such as auto parts, in line with the post-COVID-19 business recovery, (iii) a decrease of
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RMB79.3 million in the prepayments, other receivables and other assets, and (iv) an increase of
RMB78.4 million in contract liabilities. The increase in the cash and cash equivalents were primarily
due to the increase in the cash inflow from our operating activities as a result of our continued
efforts in gross margin improvement, cost control and cash management. The increase in other
payables and accruals was primarily due to (i) the increase in refundable deposits from potential
franchisees prior to entering into the franchise agreements in line with our store network expansion,
and (ii) the increase in payable relating to the construction of new automated warehouses. The
decrease in prepayments, other receivables and other assets was primarily due to (i) the decrease in
loans receivable as we received repayments from certain entrusted loan borrowers; and (ii)
drawdown of prepaid advertising fees in June 2023 during the 618 shopping festival. The increase in
contract liabilities was primarily due to the increase in advance from customers as we launched more
customer engagement and retention programs, such as the discount voucher promotional activities.

We had net current assets of RMB1.2 billion as of 31 March 2023, as compared to net current
assets of RMB1.3 billion as of 31 December 2022. The change was primarily due to (i) a decrease of
RMB281.3 million in the restricted cash and time deposits, and (ii) an increase of RMB112.0 million
in trade and bills payables, partially offset by an increase of RMB129.2 million in the cash and cash
equivalents. The decrease in the restricted cash and time deposits and the increase in the cash and
cash equivalents were primarily due to the release of certain security deposits and withdrawal of
certain time deposits upon maturity. The increase in trade and bills payables was primarily due to the

increased procurement of merchandise in line with the post-COVID-19 business recovery.

We had net current assets of RMB1.3 billion as of 31 December 2022, as compared to net
current assets of RMB2.0 billion as of 31 December 2021. The change was primarily due to (i) a
decrease of RMBI1.5 billion in the restricted cash and time deposits, (ii) a decrease of RMB294.4
million in financial assets at fair value through profit or loss as a result of the redemption of certain
wealth management products, and (iii) a decrease of RMB171.0 million in inventories, partially
offset by (i) an increase of RMB1.2 billion in the cash and cash equivalents, (ii) a decrease of
RMB264.0 million in interest-bearing borrowings as we repaid certain short-term bank borrowings in
2022, and (iii) a decrease of RMB121.0 million in trade and bills payables. The decrease in the
restricted cash and time deposits and the increase in the cash and cash equivalents were primarily
due to the release of certain security deposits and maturity of certain time deposits, most of which
were converted into cash and cash equivalents. The decrease in inventories and trade and bills
payables were both because we paced the procurement of merchandise in 2022 in light of the
COVID-19 resurgence in China.

We had net current assets of RMB2.0 billion as of 31 December 2021, as compared to net
current assets of RMB1.2 billion as of 31 December 2020. The change was primarily due to (i) a
decrease of RMBI1.8 billion in interest-bearing borrowings as we repaid certain short-term bank
borrowings in 2021, (ii) an increase of RMB307.3 million in cash and cash equivalents, and (iii) an
increase of RMB230.0 million in inventories, partially offset by (i) an increase of RMB501.5 million
in other payables and accruals, (ii) an increase of RMB431.9 million in trade and bills payables, and
(iii) a decrease of RMB372.0 million in financial assets at fair value through profit or loss. The
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increase in trade and bills payables and inventories were in line with our business growth. The
increase of cash and cash equivalents and decrease in financial assets at fair value through profit or
loss were primarily because we allocated more funds in short-term time deposits and less funds in
short-term wealth management products as there was increase in the proportion of funds
denominated in US dollars at our hand as compared to funds denominated in RMB and we generally
allocate funds denominated in US dollars in short-term time deposits which bear lower risks as
compared to wealth management products.

We had net current assets of RMB1.2 billion as of 31 December 2020, as compared to net
current assets of RMB2.8 billion as of 31 December 2019. The change was primarily due to an
increase of RMB2.0 billion in interest bearing bank borrowings, an increase of RMB1.1 billion in
trade and bills payables in line with our business growth and a decrease of RMBI1.1 billion in
financial assets at fair value through profit or loss, partially offset by an increase of RMB2.6 billion
in restricted cash and time deposits. The decrease in financial assets at fair value through profit or
loss and increase of restricted cash and time deposits were primarily because (i) we allocated less
funds in short-term wealth management products as there was increase in the proportion of funds
denominated in US dollars at our hand as compared to funds denominated in RMB and we generally
allocate funds denominated in US dollars in time deposits which bear lower risks as compared to
wealth management products, and (ii) we used bills for settlement more often in 2020, which
required more security deposits at designated banks for bill issuances.

INDEBTEDNESS

The following table sets forth the breakdown of our indebtedness as of the dates indicated:

As of
As of 31 December 31 March  As of 31 July
2019 2020 2021 2022 2023 2023
RMB RMB RMB RMB RMB RMB
(in thousands)
(Unaudited)
Current portion:
Interest-bearing bank
borrowings ........... — 2,016,915 264,000 — — 1,036
Lease liabilities .. ........ 115,360 132,283 148,379 136,595 128,894 152,268
Subtotal . ............... 115,360 2,149,198 412,379 136,595 128,894 153,304
Non-current portion:
Interest-bearing bank
borrowings ........... — — — — — 8,000
Lease liabilities . ... ...... 181,881 252,468 282,873 203,735 190,456 220,752
Convertible redeemable
preferred shares ....... 9,499,531 11,900,562 18,609,227 21,726,488 21,732,634 22,589,815
Subtotal .. .............. 9,681,412 12,153,030 18,892,100 21,930,223 21,923,090 22,818,567
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Interest-Bearing Bank Borrowings

We obtained financing from banks which carry interests at the fixed rate ranging from 2.63% to
3.60% per annum. The following table sets forth the maturity profile of our secured and unsecured

interest-bearing bank borrowings, as of the dates indicated:

As of 31 December 2020

Effective
interest RMB
rate (%) Maturity (in thousands)

Current
Bank loans —unsecured .. .......... . . ... 3.46-3.60 2021 278,560
Bank loans —secured . ........ ... .. . ... .. 2.63-3.50 2021 1,738,355
2,016,915
As at 31 December 2021
Effective
interest RMB
rate (%)  Maturity (in thousands)
Current
Bank loans —unsecured .. .......... . . ... 295 2022 100,000
Bank loans —secured .. ........... ... 2.65-3.15 2022 164,000
264,000
As of 31 July 2023
Effective
interest RMB
rate (%) Maturity (in thousands)
(Unaudited)
Current
Bank loans —secured .. ....... ... .. ... 3.50 2025 1,036
Non-Current
Bank loans —secured .. ....... ... .. ... 3.50 2025 8,000
9,036
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As of As of
As of 31 December 31 March 31 July
2019 2020 2021 % 2023 2023
(in thousands of RMB)
(Unaudited)
Analysed into:
Bank loans repayable:
Withinoneyear .................. — 2,016,915 264,000 — — 1,036
More thanoneyear ............... — — — — — 8,000

The substantial increase in bank borrowings in 2020 was primarily due to the favourable
interest rates the commercial banks offered amid the COVID-19 pandemic period, which were
encouraged by local governmental authorities as part of the COVID-19 relief measures. The decrease
in bank borrowings in 2021 was primarily due to the repayment of certain loans we borrowed in
2020 as we obtained proceeds from equity financing activities in 2021.

As of 31 July 2023, we had unutilised banking facilities of RMB2.5 billion.

Lease Liabilities

Our lease liabilities primarily consist of the commitments under the lease agreements for our
self-operated Tuhu workshops, warehouses, and office premises with terms ranging from two to
fourteen years.

As of 31 December 2019, 2020, 2021 and 2022, 31 March 2023 and 31 July 2023, we have
outstanding aggregate unpaid contractual lease payments (present value of lease payments for the
remainder of relevant lease terms) of RMB297.2 million, RMB384.8 million, RMB431.3 million,
RMB340.3 million, RMB319.4 million and RMB373.0 million in relation to the corresponding lease
liabilities.

Convertible Redeemable Preferred Shares

Convertible redeemable preferred shares are designated as financial liabilities at fair value
through profit or loss, details of which are included in note 34 to the Accountants’ Report in
Appendix I to this document.

Except as discussed above, we did not have any material mortgages, charges, debentures, loan
capital, debt securities, loans, bank overdrafts or other similar indebtedness, finance lease or hire
purchase commitments, liabilities under acceptances (other than normal trade bills), acceptance
credits, which are either guaranteed, unguaranteed, secured or unsecured, or guarantees or other
contingent liabilities as of 31 July 2023.
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CONTINGENT LIABILITIES OR GUARANTEES

As of 31 December 2019, 2020, 2021 and 2022 and 31 July 2023, we did not have any material
contingent liabilities or guarantees.

CAPITAL EXPENDITURES AND LONG-TERM INVESTMENTS

The following table sets forth our capital expenditures and long-term investments for the
periods indicated:

For the Three Months
For the Year Ended 31 December Ended 31 March
2019 2020 2021 2022 2023
RMB RMB RMB RMB RMB
(in thousands)
Capital expenditures
Payments for property, plant and
equipment .. ............ ... ... 138,957 160,714 285,878 334,139 119,113
Payments for other intangible
ASSELS . ... 815 4,486 19,363 11,284 1,258
Payments for land use rights ... .... 28,278 3,067 41,590 55,221 —
Subtotal ....... ... .. ... ... . ... 168,050 168,267 346,831 400,644 120,371
Long-term investments
Acquisition of subsidiaries . ........ — 66,196 24,501 17,962 —
Purchase of shareholding in
associates . ........... ... 1,300 174,500 53,000 — —
Purchase of shareholding in joint
VENLUIES ..ttt ee e — — — 118,360 —
Purchase of financial investments at
fairvalue .................... 20,840 101,526 75,061 65,138 11,531
Acquisition of equity investments
designated at fair value through
other comprehensive income . . . .. — — — 412,290 —
Subtotal ....... ... ... ... .. .. ... 22,140 342,222 152,562 613,750 11,531
Total .......... .. ... .. ... ... .. ... 190,190 510,489 499,393 1,014,394 131,902

We expect that our capital expenditures in the foreseeable future will primarily consist of
purchase of property and equipment and other intangible assets. We intend to fund our future capital
expenditures and long-term investments with our existing cash balance, cash generated from
operating activities, and proceeds from the Global Offering. See the section headed “Future Plans
and Use of Proceeds” for more details. We may reallocate the fund to be utilised on capital
expenditure and long-term investments based on our ongoing business needs.
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CONTRACTUAL OBLIGATIONS

Capital Commitments

The following table sets forth our capital commitments as of the dates indicated.

As of
As of 31 December 31 March
2019 2020 2021 2022 2023
RMB RMB RMB RMB RMB
(in thousands)
Contracted, but not provided for property, plant and
QUIPIMENTt . . ..ottt — 63,899 56,759 478,280 372,784

The capital commitments were primarily related to the construction of new automated
warehouses and scheduled to be paid within one to two years.

OFF-BALANCE SHEET COMMITMENTS AND ARRANGEMENTS
As of the Latest Practicable Date, we had not entered into any off-balance sheet arrangements.
MATERIAL RELATED PARTY TRANSACTIONS

We enter into transactions with our related parties from time to time. During the Track Record
Period, we entered into a number of related party transactions, see Note 43 to the Accountants’
Report in Appendix I to this document.

Our Directors believe that our transactions with related parties during the Track Record Period
were conducted on an arm’s length basis, and they did not distort our results of operations or make
our historical results not reflective of our future performance.

FINANCIAL RISK DISCLOSURE

We are exposed to a variety of financial risks, including market risks (such as foreign currency
risk), credit risk and liquidity risk. Our overall risk management programme focuses on the
unpredictability of financial markets and seeks to minimise potential adverse effects on our financial
performance. Risk management is carried out by our senior management.
Foreign Currency Risk

We operate our businesses in the PRC and nearly all operational transactions are conducted in

RMB. Our foreign currency exposures mainly arise from the bank balances denominated in US$ held
by our subsidiaries incorporated in the PRC. The following table demonstrates the sensitivity as of
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the dates indicated to a reasonably possible change in the RMB and US$ exchange rate, with all
other variables held constant, of our loss/profit before tax and our equity.

Increase/(decrease) in  Increase/(decrease) Increase/(decrease)

rate of foreign currency  in loss before tax in equity
% RMB in thousands

Year ended 31 December 2019
If RMB weakens against US$ .............. 5 (14,043) 14,043
If RMB strengthens against US$ ........... (5 14,043 (14,043)
Year ended 31 December 2020
If RMB weakens against US$ . ............. 5 (13,352) 13,352
If RMB strengthens against US$ ........... (5) 13,352 (13,352)
Year ended 31 December 2021
If RMB weakens against US$ . ............. 5 (21,027) 21,027
If RMB strengthens against US$ ........... ©)) 21,027 (21,027)
Year ended 31 December 2022
If RMB weakens against US$ . ............. 5 (7,692) 7,692
If RMB strengthens against US$ ........... (5) 7,692 (7,692)
Three months ended 31 March 2023 .......
If RMB weakens against US$ . ............. 5 (21,448) 21,448
If RMB strengthens against US$ ........... (%) 21,448 (21,448)
Credit Risk

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

Liquidity Risk

We monitor our risk to a shortage of funds using a recurring liquidity planning tool. This tool
considers the maturity of both our financial instruments and financial assets (e.g., trade receivables)
and projected cash flows from operations.

The table below analyses the maturity profile of our financial liabilities as of the end of each of
the dates indicated, based on the contractual undiscounted payments.

Within 1 More than S
year 1to 2 years 2 toS5 years years Total

(RMB in thousands)
As of 31 December 2019

Trade and bills payables ............... 1,670,181 13,217 — — 1,683,398
Financial liabilities included in other
payables and accruals ............... 265,379 — — — 265,379
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Lease liabilities

Trade and bills payables

payables and accruals
Lease liabilities

payables and accruals
Lease liabilities

payables and accruals
Lease liabilities

Convertible redeemable preferred

As of 31 December 2020

Financial liabilities included in other

Convertible redeemable preferred

As of 31 December 2021
Trade and bills payables

Financial liabilities included in other

Convertible redeemable preferred

As of 31 December 2022
Trade and bills payables
Financial liabilities included in other
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Within 1 More than S
year 1to 2 years 2 toS5 years years Total
(RMB in thousands)
...................... 127,729 95,690 89,644 9,474 322,537
........................... — — 12,318,066 827 12,318,893
Other non-current liabilities ............ — 31,400 122,200 30,616 184,216
.............................. 2,063,289 140,307 12,529,910 40,917 14,774,423
............... 2,792,712 15,722 — — 2,808,434
............... 368,430 — — — 368,430
...................... 152,465 131,828 124,279 20,844 429,416
Interest-bearing borrowings ............ 2,016,915 — — — 2,016,915
........................... — — 11,985,116 827 11,985,943
Other non-current liabilities ............ — 109,041 165,797 54,942 329,780
.............................. 5,330,522 256,591 12,275,192 76,613 17,938,918
............... 3,233,180 7,141 — — 3,240,321
............... 626,460 — — — 626,460
...................... 170,779 128,194 150,100 35,894 484,967
Interest-bearing borrowings ............ 264,000 — — — 264,000
— — 17,672,632 827 17,673,459
Other non-current liabilities ............ — 103,240 332,806 — 436,046
.............................. 4,294,419 238,575 18,155,538 36,721 22,725,253
............... 3,111,433 7,891 — — 3,119,324
............... 719,330 — — — 719,330
...................... 146,024 93,373 110,852 18,503 368,752
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Within 1 More than 5

year 1to 2 years 2 toS5 years years Total

(RMB in thousands)
Convertible redeemable preferred

shares ........ ... ... . i — — 18,557,609 827 18,558,436
Other non-current liabilities ............ — 172,348 225,309 — 397,657
Total ... ... .. 3,976,787 273,612 18,893,770 19,330 23,163,499

As of 31 March 2023

Trade and bills payables ............... 3,223,392 7,905 — — 3,231,297
Financial liabilities included in other

payables and accruals ............... 690,329 — — — 690,329
Lease liabilities . ..................... 154,081 89,937 104,902 12,905 361,825
Convertible redeemable preferred

shares .............. ... .. ... — — 18,418,002 827 18,418,829
Other non-current liabilities ............ — 182,203 222,594 — 404,797
Total ....... ... 4,067,802 280,045 18,745,498 13,732 23,107,077

DIVIDEND POLICY

We are a holding company incorporated under the laws of the Cayman Islands. As a result, the
payment and amount of any future dividends will also depend on the availability of dividends
received from our subsidiaries. PRC laws require that dividends be paid only out of the profit for the
year determined according to PRC accounting principles, which differ in many aspects from the
generally accepted accounting principles in other jurisdictions, including IFRSs. PRC laws also
require foreign-invested enterprises to set aside at least 10% of its after-tax profits, if any, to fund its
statutory reserves until the aggregate amount of such fund reaches 50% of its registered capital,
which are not available for distribution as cash dividends. Dividend distribution to our shareholders
is recognised 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.

Any future determination to pay dividends will be made at the discretion of our Directors and
may be based on a number of factors, including our future operations and earnings, capital
requirements and surplus, general financial condition, contractual restrictions and other factors that
our Directors may deem relevant. As advised by our Cayman Islands legal counsel, under Cayman
Islands law, a Cayman Islands exempted company may pay a dividend out of either profits or share
premium account, provided that in no circumstances may a dividend be declared or paid if this would
result in our Company being unable to pay its debts as they fall due in the ordinary course of
business. Investors should not purchase our shares with the expectation of receiving cash dividends.
We did not declare or pay any dividends on our shares during the Track Record Period and we do not
anticipate paying any cash dividends in the foreseeable future.
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DISTRIBUTABLE RESERVES

As of 31 March 2023, we did not have any distributable reserve.

WORKING CAPITAL CONFIRMATION

Taking into account the financial resources available to us, including our cash and cash
equivalents on hand and the estimated net proceeds from the Global Offering, our Directors are of
the view that we have sufficient working capital to meet our present needs and for the next twelve
months from the date of this document. We had negative cash flows from operations in 2019, 2021
and 2022, and positive cash flows in 2020 and the three months ended 31 March 2023. Our net cash
flows used in operating activities was RMB251.5 million, RMB98.8 million and RMB312.7 million,
respectively, in 2019, 2021 and 2022. Our net cash flows from operating activities was RMB331.3
million and RMB183.9 million in 2020 and the three months ended 31 March 2023. Our Directors
confirm that we had no material defaults in payment of trade and non-trade payables during the
Track Record Period.

LISTING EXPENSES

Our listing expenses primarily include underwriting fees and commissions and professional fees
paid to legal, accounting and other advisors for services rendered in relation to the Global Offering.
Based on the mid-point Offer Price of HK$29.50 per Offer Share and assuming the Offer Size
Adjustment Option and the Over-allotment Option are not exercised the total estimated listing
expenses in relation to the Global Offering were approximately RMB98.1 million, representing 9.0%
of the total gross proceeds from the Global Offering of approximately HKS$1,198.2 million.
Approximately RMB24.4 million is directly attributable to the offering and listing of our Offer
Shares and will be deducted from equity upon the Listing. During the Track Record Period, we
incurred listing expenses of RMB63.3 million, of which (i) RMB21.2 million, RMB27.8 million and
RMB4.9 million were charged to the consolidated statements of profit or loss for the years ended 31
December 2021 and 2022 and the three months ended 31 March 2023, respectively and (ii) RMB9.4
million was directly attributable to the offering and listing of our Offer Shares and will be deducted
from equity upon the Listing. We expect to incur additional listing expenses of RMB34.8 million, of
which RMB19.8 million is expected to be expensed and RMB15.0 million is directly attributable to
the offering and listing of our Offer Shares and expected to be recognised as a deduction in equity
directly upon the Listing.

UNAUDITED PRO FORMA STATEMENT OF ADJUSTED NET TANGIBLE ASSETS

The following unaudited pro forma statement of our adjusted consolidated net tangible assets
prepared in accordance with paragraph 4.29 of the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited and with reference to Accounting Guideline 7 Preparation of
Pro Forma Financial Information for Inclusion in investment Circulars issued by the Hong Kong
Institute of Certified Public Accountants is to illustrate the effect of the Global Offering on our net
tangible assets as of 31 March 2023 as if the Global Offering had taken place on that date.
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The unaudited pro forma statement of our adjusted consolidated net tangible assets has been

prepared for illustrative purposes only and, because of its hypothetical nature, it may not provide a
true picture of our consolidated net tangible assets had the Global Offering been completed as of
31 March 2023 or at any future date. It is prepared based on our consolidated net assets as of 31

March 2023 as set forth in the Accountants’ Report in Appendix I to this document, and adjusted as

described below. Our unaudited pro forma adjusted consolidated net tangible assets does not form

part of the Accountants’ Report in Appendix I to this document.

Estimated impact
to the consolidated
net tangible Unaudited pro
Consolidated net Estimated net liabilities upon  forma adjusted Unaudited pro forma

tangible liabilities proceeds conversion of  consolidated net adjusted consolidated
attributable to our  from the convertible tangible assets net tangible assets per
owners as at Global redeemable as at 31 March Share as at
31 March 2023 Offering preferred shares 2023 31 March 2023
RMB 000 RMB 000 RMB 000 RMB 000 RMB HK$
(Note 1) (Note 2) (Note 3) (Note 4)  (Note 5)
Based on an Offer Price
of HK$28.00 per
Offer Share ........ (18,957,156) 997,975 21,732,634 3,773,453 4.65 5.08
Based on an Offer Price
of HK$29.50 per
Offer Share ........ (18,957,156) 1,052,041 21,732,634 3,827,519 4.71 5.15
Based on an Offer Price
of HK$31.00 per
Offer Share ........ (18,957,156) 1,106,107 21,732,634 3,881,585 4.78 5.22
Notes:

M

@

3)

“

The consolidated net tangible liabilities attributable to our owners as at 31 March 2023 was equal to the consolidated net
liabilities attributable to our owners as at 31 March 2023 of RMB18,871,247,000 after deducting goodwill of RMB15,820,000
and other intangible assets of RMB70,089,000 as at 31 March 2023 set out in the Accountants’ Report in Appendix I to this
document.

The estimated net proceeds from the Global Offering are based on estimated offer prices of HK$28.00, HK$29.50, and
HK$31.00 per Share after deduction of the underwriting fees and other related listing expenses, which are not recorded in the
consolidated statements of profit or loss for the Track Record Period, and do not take into account any share which may be
sold and offered upon exercise of the Offer Size Adjustment Option and the Over-allotment Option.

Upon the Listing and the completion of the Global Offering, all the preferred shares will be automatically converted into
Class A Shares. The convertible redeemable preferred shares will then be transferred from liabilities to equity. Accordingly,
for the purpose of the unaudited pro forma financial information, the unaudited pro forma adjusted consolidated net tangible
assets attributable to our owners will be increased by RMB21,732,634,000, being the carrying amounts of the preferred shares
as of 31 March 2023.

The unaudited pro forma adjusted consolidated net tangible assets attributable to our owners per Share is arrived at after
adjustments referred to notes 2 and 3 above and on the basis that 812,340,662 shares are in issue, assuming that the conversion
of preferred shares into Class A Shares and the Global Offering had been completed on 31 March 2023. However, this does
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not take into account of any Shares which may be allotted and issued upon the exercise of the Offer Size Adjustment Option
and the Over-allotment Option.

(5)  For the purpose of this unaudited pro forma adjusted consolidated net tangible assets, the balances stated in Renminbi are
converted into Hong Kong dollars at the rate of HK$1.00 to RMB0.91493.

(6)  No adjustment has been made to the unaudited pro forma adjusted consolidated net tangible assets to reflect any of our trading

results or other transactions entered into subsequent to 31 March 2023.

NO MATERIAL ADVERSE CHANGE AND RECENT DEVELOPMENTS

After performing sufficient due diligence work which our Directors consider appropriate and
after due and careful consideration, the Directors confirm that, up to the date of this document, there
has been no material adverse change in our financial or trading position or prospects since 31 March
2023, being the latest date of our consolidated financial statements as set out in Appendix I to this
document, and there is no event since 31 March 2023 that would materially affect the information as
set out in the Accountants’ Report included in Appendix I to this document.

Six Months Ended 30 June 2023 Compared to Six Months Ended 30 June 2022

In accordance with Rule 13.48(1) of the Listing Rules, as our Listing will take place within
three months after 30 June 2023, we have included our unaudited interim financial information as of
and for the six months ended 30 June 2023 in this document. We have included our unaudited
interim financial report prepared in accordance with IAS 34 as of and for the six months ended 30
June 2023 in Appendix IIA to this document. Our unaudited condensed consolidated financial
statements have been reviewed by our reporting accountants in accordance with Hong Kong
Standards on Review Engagements 2410. We have complied with the code provisions Part 2 of
Appendix 14 to the Listing Rules. We are not in breach of our Articles of Association or applicable
laws and regulations of the Cayman Islands or other regulatory requirements regarding our
obligation to publish and distribute interim reports and interim results announcements in accordance
with the requirements under Rule 13.48(1) of the Listing Rules. Pursuant to the Note to Rule
13.48(1) of the Listing Rules, we have fulfilled the three requirements to waive the publication of a
separate interim report, and we do not intend to publish a separate interim report in respect of the six
months ended 30 June 2023 under the aforementioned Rule. See “Appendix IIA — Unaudited
Interim Financial Information” for details. The following is a discussion of fluctuations of selected
line items.

Revenue

Our revenue increased by 19.3% from RMBS5.5 billion in the six months ended 30 June 2022 to
RMB6.5 billion in the same period of 2023, primarily due to an increase in revenue from automotive

products and services.
Revenue from automotive products and services increased by 19.0% from RMBS5.1 billion in

the six months ended 30 June 2022 to RMB6.1 billion in the same period of 2023, primarily due to
(1) a 22.7% increase in revenue from the sale of tires and chassis parts and related installation
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services from RMB2.2 billion in the six months ended 30 June 2022 to RMB2.7 billion in the same
period of 2023, in particular, the sales volume of tires products increased by 18.1% from 5.5 million
units to 6.5 million units, mainly resulting from (a) the post-COVID-19 business recovery. The
released accumulative travel demand increased miles driven, and as a result needs for tire changes,
and (b) the expansion of our Tuhu workshop network and growing customer base, and (ii) a 25.9%
increase in revenue from auto maintenance products and services from RMB1.9 billion in the six
months ended 30 June 2022 to RMB2.4 billion in the same period of 2023, in particular, the revenue
from sale of motor oil and related services increased from RMB954.8 million to RMB1,254.1 million
with the sales volume of motor oil products increased by 29.0% from 20.6 million liters to 26.6
million liters, mainly driven by the post-COVID-19 business recovery, and the expansion of our
Tuhu workshop network and growing customer base. The number of Tuhu workshops increased from
4,293 as of 30 June 2022 to 5,129 as of 30 June 2023. The revenue increase was partially offset by a
12.1% decrease in revenue from our auto parts sold through Qipeilong from RMB741.9 million in
the six months ended 30 June 2022 to RMB652.2 million in the same period of 2023, mainly as a
result of the decrease in revenue from regional wholesale service as we strategically allocated more
resources to develop the instant procurement service through Qipeilong.

Revenue from advertising, franchise and other services increased by 23.5% from RMB374.7
million in the six months ended 30 June 2022 to RMB462.8 million in the same period of 2023,
primarily due to (i) an increase in revenue from franchise services, primarily due to (a) the expansion
of franchised Tuhu workshops network from 4,114 franchised Tuhu workshops as of 30 June 2022 to
4,968 as of 30 June 2023, (b) the increase in the management fees as a result of the cessation of our
COVID-19 relief measures, such as the reduction and exemption of management fees, and (c) the
increase in the profit-based royalty fees in line with the business recovery of the franchised Tuhu
workshops, and (ii) an increase in advertising services to brand owners, primarily driven by our
brand owners’ enhanced investment in marketing campaigns in line with the post-COVID-19
business recovery, partially offset by a decrease in revenue from our NEV initiatives as we adjusted
our development strategies, and terminated the sales of new energy vehicles from certain NEV
brands.

Cost of revenue

Our cost of revenue increased by 10.6% from RMB4.5 billion in the six months ended 30 June
2022 to RMB4.9 billion in the same period of 2023, at a pace slower than the growth of our revenue.
The increase was primarily attributable to (i) an 18.9% increase in cost of sale of tires and chassis
parts and related installation services from RMB1.9 billion in the six months ended 30 June 2022 to
RMB2.2 billion in the same period of 2023, and (ii) a 17.3% increase in cost of auto maintenance
products and services from RMB1.3 billion in the six months ended 30 June 2022 to RMB1.6 billion
in the same period of 2023. The increases mentioned in (i) and (ii) were primarily due to an increase
in products and service sales in line with the post-COVID-19 business recovery and expansion of our
Tuhu workshop network, partially offset by (i) improved margin profile as a result of changes in
products and services category mix, in particular, as revenue from auto maintenance products and

services — which generally have higher margins — as a percentage of revenue from automotive
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products and services increased from 36.9% in the six months ended 30 June 2022 to 39.0% in the
same period of 2023, (ii) lower procurement cost of certain product categories as we gained more
favourable terms from suppliers in line with our business growth, and (iii) higher revenue
contribution from our exclusive and private label products, which generally have higher gross
margins than branded products. Revenue contribution from exclusive products increased from 35.1%
in the six months ended 30 June 2022 to 37.4% in the same period of 2023, and revenue contribution
from private label products increased from 22.5% in the six months ended 30 June 2022 to 28.9% in
the same period of 2023. The decrease in the cost of revenue from our auto parts sold through
Qipeilong also partially offset the increase in cost of revenue as we strategically contained the
business scale of our regional wholesale service through Qipeilong and allocated more resources to
develop the instant procurement service through Qipeilong.

Gross profit and gross margin

As a result of the foregoing, our gross profit increased by 58.3% from RMB997.0 million in the
six months ended 30 June 2022 to RMBI1.6 billion in the same period of 2023. Our overall gross
margin improved from 18.2% to 24.2% during the same period, primarily due to (i) improved margin
profile as a result of changes in products and services category mix, (ii) lower procurement cost of
certain product categories as we gained more favourable terms from suppliers in line with our
business growth, and (iii) higher revenue contribution from our exclusive and private label products,
which generally have higher gross margins than branded products.

Other income and gains, net

Our net other income and gains increased from RMBS58.1 million in the six months ended
30 June 2022 to RMB&83.2 million in the same period of 2023. The increase was primarily because
the increase in government grants awarded by the local governments to support our operation.

Operations and support expenses

Our operations and support expenses decreased from RMB321.3 million in the six months
ended 30 June 2022 to RMB272.0 million in the same period of 2023, which was mainly due to a
RMB43.0 million decrease in operations and support personnel cost (excluding share-based payment
expenses), primarily as a result of the decreased number of operations and support personnel from
2,635 (being the average of the number of our operations and support staff as of 1 January 2022 and
as of 30 June 2022) to 2,120 (being the average of the number of our operations and support staff as
of 1 January 2023 and as of 30 June 2023) as we adopted a series of measures to reduce costs and
increase efficiency.

Research and development expenses

Our research and development expenses decreased from RMB318.2 million in the six months
ended 30 June 2022 and RMB298.0 million in the same period of 2023, mainly attributable to (i) a
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RMBI11.8 million decrease in cloud and service expenses as a result of the decrease in outsourced
service fees, and (ii) a RMB6.7 million decrease in share-based payment expenses, mainly due to the
decrease in the number of research and development personnel from 972 (being the average of the
number of our research and development staff as of 1 January 2022 and as of 30 June 2022) to 906
(being the average of the number of our research and development staff as of 1 January 2023 and as
of 30 June 2023). The decreases in the outsourced service fees and the number of our research and
development staff were both due to the series of measures we adopted to reduce costs and increase
efficiency.

Selling and marketing expenses

Our selling and marketing expenses increased by 13.4% from RMB741.8 million in the six
months ended 30 June 2022 to RMB841.5 million in the same period of 2023, which was mainly due
to (i) a RMB86.4 million increase in advertising and promotion-related expenses as part of our
investments in marketing to further enhance our brand recognition, in line with the post-COVID-19
business recovery, and (ii) a RMB14.2 million increase in shipping expenses incurred in relation to
the delivery of automotive products among warehouses and stores in line with the business recovery,
partially offset by a RMB9.5 million decrease in short-term lease expenses, primarily due to the
expiration of certain short-term warehouse leases in 2022 and the conversion from short-term leases
to long-term leases for certain warehouses.

General and administrative expenses

Our general and administrative expenses decreased by 6.6% from RMB198.6 million in the six
months ended 30 June 2022 to RMB185.5 million in the same period of 2023, which was mainly due
to (i) a RMBI15.3 million decrease in the share-based payment expenses, primarily due to the
forfeiture of share awards previously granted to certain managerial personnel as a result of their
resignation, (ii) a RMB7.3 million decrease in bank charges as a result of the decrease in the fee
rates, and (iii) a RMB6.3 million decrease in general and administrative personnel cost (excluding
share-based payment expenses), mainly due to the decrease in the number of general and
administrative personnel from 428 (being the monthly average of the number of our general and
administrative staff during the six months ended 30 June 2022) to 395 (being the monthly average of
the number of our general and administrative staff during the six months ended 30 June 2023) as we
adopted a series of measures to reduce costs and increase efficiency, partially offset by a RMB6.2
million increase in the professional and consulting expenses incurred in connection with the Listing.

Finance income

Our finance income increased by 251.0% from RMB17.6 million in the six months ended
30 June 2022 to RMB61.6 million in the same period of 2023, which was mainly due to (i) the
interest rate hike for US$-denominated time deposits and the appreciation of the exchange rate of
U.S. dollar against Renminbi in the same period of 2023, and (ii) the increase in average balance of
time deposits and demand deposits in the same period of 2023.
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Finance costs

Our finance costs decreased by 42.0% from RMB16.3 million in the six months ended 30 June
2022 to RMB9.5 million in the same period of 2023, which was mainly because (i) we incurred less
interests on lease liabilities in the six months ended 30 June 2023, primarily due to the decrease in
the number of self-operated Tuhu workshops, and (ii) we incurred less interest expenses in the six
months ended 30 June 2023, as we had less outstanding balance of interest-bearing bank borrowings
during the same period of 2023.

Fair value changes of convertible redeemable preferred shares

Our fair value changes of convertible redeemable preferred shares were a loss of RMB47.2
million in the six months ended 30 June 2023, as compared to a loss of RMB406.2 million in the
same period of 2022. The changes in the fair value of our convertible redeemable preferred shares
were primarily attributable to the increase in our Company’s valuation and the change in the
Company’s valuation was relatively small in the six months ended 30 June 2023 as compared to the
same period of 2022. See Note 14 to Appendix IIA to this document for details regarding the
changes in fair value of convertible redeemable preferred shares.

Income tax expense

Our income tax expense decreased by RMBS5.2 million from RMBI15.8 million to RMB10.6
million, primarily due to decrease in taxable income of certain subsidiaries.

Profit/(loss) for the period

As a result of the foregoing, we had profit for the period of RMB59.5 million in the six months
ended 30 June 2023 as compared with loss for the period of RMB951.9 million in the same period of
2022.

Adjusted net profit (non-IFRS measure)

For the six months ended 30 June 2023, we achieved adjusted net profit (non-IFRS measure) of
RMB214.0 million. We adjust for share-based payment expenses of RMB95.4 million, fair value
changes of convertible redeemable preferred shares of RMB47.2 million, loss on repurchase of
convertible redeemable preferred shares of nil and listing expenses of RMB12.0 million to net profit
to derive adjusted net profit. See “ —Non-IFRS Measures.”

Inventories
Our inventories decreased by RMB92.4 million from RMB1,512.0 million as of 30 June 2022

to RMB1,419.6 million as of 30 June 2023, primarily due to faster turnover of inventories in line
with the post-COVID-19 business recovery.
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Trade receivables

Our trade receivables increased by RMB11.3 million from RMB195.6 million as of 30 June
2022 to RMB206.9 million as of 30 June 2023, primarily due to the increase in the trade receivables
in connection with our advertising services to brand owners, primarily driven by their increased
investment in marketing campaigns in line with the post-COVID-19 business recovery.

Prepayments, other receivables and other assets

Our prepayments, other receivables and other assets decreased by RMBO91.3 million from
RMB509.3 million as of 30 June 2022 to RMB418.0 million as of 30 June 2023, primarily due to (i)
the decrease in loans receivable as we received repayments from certain entrusted loan borrowers;
and (ii) drawdown of prepaid advertising fees in June 2023 during the 618 shopping festival.

Cash and bank balance

Our cash and bank balance decreased by RMB76.2 million from RMB4.9 billion as of 30 June
2022 to RMB4.8 billion as of 30 June 2023, primarily because we allocated more funds in short-term
wealth management products.

Trade and bills payables

Our trade and bills payables increased by RMB222.1 million from RMB2.9 billion as of
30 June 2022 to RMB3.2 billion as of 30 June 2023, primarily due to the increase in the procurement
of merchandise in line with the post-COVID-19 business recovery.

Other payables and accruals

Our other payables and accruals increased by RMB254.4 million from RMBI1.4 billion as of
30 June 2022 to RMBI1.6 billion as of 30 June 2023, primarily due to (i) the increase in refundable
deposits from potential franchisees prior to entering into the franchise agreements in line with our
store network expansion, (ii) the increase in payable relating to the construction of new automated
warehouses, and (iii) the increase in our investment in marketing campaigns in line with the post-
COVID-19 business recovery.

Contract liabilities
Our contract liability increased by RMB101.5 million from RMB632.7 million as of 30 June
2022 to RMB734.2 million as of 30 June 2023, primarily due to the increase in advance from

customers as we launched more customer engagement and retention programs, such as discount
voucher promotional activities.
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Gearing ratio

Gearing ratio equals total debt (including interest bearing borrowings, lease liabilities and
convertible redeemable preferred shares) divided by total equity and multiplied by 100%. Our
gearing ratio slightly increased from 147.6% as of December 31, 2022 to 149.2% as of June 30, 2023
due to a comparatively greater increase in the total debt as compared with the increase in total
equity. The increase in total debt was primarily due to (i) the increase in convertible redeemable
preferred shares, primarily attributable to the increase in our Company’s valuation, (ii) the increase
in lease liabilities, primarily due to the succession of the lease liabilities as a result of the acquisition
of Guangzhou Changtu Automobile Technology Co., Ltd. and the lease renewal of certain RDCs.

Business Outlook

For details of our future plans and business outlook, see “Business — Our Strategies” and
“Future Plans and Use of Proceeds”.

DISCLOSURE UNDER RULES 13.13 TO 13.19 OF THE LISTING RULES

Our Directors confirm that, as of the Latest Practicable Date, there was no circumstance that
would give rise to a disclosure requirement under Rules 13.13 to 13.19 of the Listing Rules.
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