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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS
This Annual Report on Form 20-F (including information incorporated by reference herein, the “Report”) contains or may contain forward-
looking statements as defined in Section 27A of the Securities Act of 1933, as amended (the “Securities Act”), and Section 21E of the Securities Exchange

Act of 1934, as amended (the “Exchange Act”), that involve significant risks and uncertainties. All statements other than statements of historical facts are
forward-looking statements. These forward-looking statements include information about our possible or assumed future results of operations or our
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performance. The words “anticipate”, “believe”, “continue”, “could”, “estimate”, “expect”, “intends”, “may”, “might”, “plan”, “possible”, “potential”,

CLINNY3

“predict”, “project”, “should”, “would” and similar expressions may identify forward-looking statements, but the absence of these words does not mean
that a statement is not forward-looking. Forward-looking statements in this Report may include, for example, statements about:

e the Company’s plans to expand its customers base with market trends;
e the Company’s work to provide digitalized, online services under the electrification of the vehicles, and population of new energy vehicles;

e the Company’s coordinating with multiple insurance companies, and designing of new insurance plans for new energy vehicles drivers which
will be sold exclusively through the Company;

e the Company’s increasing monetization of the management tech it provides for small business partners;

e the Company’s future financial performance, including any expansion plans and opportunities;

e the Company’s success in retaining or recruiting, or changes required in, its officers, key employees or directors;

e changes in the Company’s strategy, future operations, financial position, estimated revenue and losses, projected costs, prospects and plans;
e the implementation, market acceptance and success of the Company’s business model;

e the Company’s expectations surrounding the growth of its digital platform as a part of its revenues;

e the Company’s expectations surrounding the insurance it will maintain going forward;

e the Company’s ability to utilize the “controlled company” exemption under the rules of Nasdaq; and

e the Company’s ability to maintain the listing of its Class A Ordinary Shares or Warrants on Nasdagq.

ii




These forward-looking statements are based on information available as of the date of this Report, and current expectations, forecasts and
assumptions involve a number of judgments, risks and uncertainties. Accordingly, forward-looking statements should not be relied upon as representing our
views as of any subsequent date, and we do not undertake any obligation to update forward-looking statements to reflect events or circumstances after the
date they were made, whether as a result of new information, future events or otherwise, except as may be required under applicable securities laws. As a
result of a number of known and unknown risks and uncertainties, our actual results or performance may be materially different from those expressed or
implied by these forward-looking statements. Some factors that could cause actual results to differ include:

the ability to recognize the anticipated benefits of the Business Combination, which may be affected by, among other things, the ability of the
Company to grow and manage growth profitably, maintain relationships with customers, compete within its industry and retain its key
employees;

future exchange and interest rates;

the significant uncertainties related to the COVID-19 pandemic;

the Company is highly dependent on the services of its executive officers;

the Company may experience difficulties in managing its growth and expanding its operations;

the outcome of any legal proceedings that may be instituted against the Company or others in connection with the Business Combination and
the related transactions;

the Company may face risks and uncertainties associated with laws and regulations within the People’s Republic of China, which may have a
material adverse effect on its business;

the Company’s auto services (automobile after-sales services) business and auto elnsurance (digitalized insurance intermediation) business
largely depend on relationships with customers;

the Company relies on our auto service providers and external referral sources to operate its business, therefore relationships with its service
providers are crucial to its business;

the Company is subject to customer concentration risk;
the Company is subject to credit risks from its customers;

the Company’s negative net operating cash flows in the past may expose it to certain liquidity risks and could constrain operational flexibility;
and

any significant disruption in services on the Company’s apps, websites or computer systems.

The risk factors and cautionary language referred to or incorporated by reference in this Report provide examples of risks, uncertainties and events
that may cause actual results to differ materially from the expectations described in our forward-looking statements, including among other things, the
items identified in the section entitled “Risk Factors” of this Report.
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DEFINED TERMS
In this Report, unless otherwise stated, references to:
“ASGL” are to Auto Services Group Limited, a Cayman Islands exempted company;
“Business Combination” or “Mergers” are to the mergers contemplated under the Merger Agreement;
“China” or “PRC” are to the People’s Republic of China;
“Class A Ordinary Shares” are to the Class A ordinary shares of the Company, each having a nominal value in U.S. dollars of $0.0001 per share;
“Class B Ordinary Shares” are to the Class B ordinary shares of the Company, each having a nominal value in U.S. dollars of $0.0001 per share;
“Closing” are to the consummation of the Business Combination;
“Closing Date” are to May 17, 2023;
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“Company”, “SunCar”, “we,” “our” or “us” are to SunCar Technology Group Inc., a Cayman Islands exempted company;

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

“Merger Agreement” are to the agreement and plan of merger among SunCar, Goldenbridge, Merger Sub, and certain other parties;

“Merger Sub” are to SunCar Technology Global Inc., a Cayman Islands exempted company and a direct wholly owned subsidiary of SunCar;

“Nasdaq” are to the Nasdaq Capital Market;

“Ordinary Shares” are to the Class A Ordinary Shares together with the Class B Ordinary Shares;

“PRC Operating Entities” are to Anqi Technology (Zhejiang) Co., Ltd (“Anqi Technology”) and its subsidiary, Shanghai Xuanbei Automobile Service Co.,
Limited (“Shanghai Xuanbei”), Shanghai Chengle Network Technology Co., Limited, Shanghai Qianjing Automobile Service Co., Limited, Shanghai
Louduo Technology Co., Limited, Jingning Jiashan Automobile Technology Co., Limited, Beijing Beisheng United Insurance Agency Co., Ltd, Chengdu
Shengda Insurance Agency Co., Ltd, Nanjing Xinda New Insurance Agency Co., Ltd, Shanghai Anite insurance Agency Co., Ltd, Shanghai Shengshi
Dalian Automobile Service Co., Ltd (“Shengda Automobile”), Shengshi Dalian Insurance Agency Co., Ltd. (“SUNCAR Online”), Shanghai Feiyou

Trading Co., Limited (“Shanghai Feiyou”);

“Private Warrants” are to warrants to purchase our Class A Ordinary Shares, with each Private Warrant exercisable to purchase one-half (1/2) of one Class
A Ordinary Share at a price of $11.50 per share, originally issued in a private placement by GBRG in connection with the initial public offering of GBRG.

“Public Warrants” are to warrants to purchase our Class A Ordinary Shares, with each Public Warrant exercisable to purchase one-half (1/2) of one Class A

Ordinary Share at a price of $11.50 per share, originally issued in the initial public offering of GBRG.
“RMB” or “Renminbi” are to the legal currency of the PRC;

“SEC” are to the U.S. Securities and Exchange Commission;

“U.S. Dollars,” “8$,” or “US$” are to the legal currency of the United States;

“U.S. GAAP” or “GAAP” are to accounting principles generally accepted in the United States; and

“Warrants” are to, collectively, the Public Warrants and the Private Warrants.
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PART I
ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISERS
A. Directors and Senior Management
Unless otherwise indicated in Item 6.A below, the business address for each of the Company’s directors and members of Executive Management is

Suite 209, No. 656 Lingshi Road, Jing’an District, Shanghai, 200072, People’s Republic of China. The following table identifies our current executive
officers and directors as of the date of this report, their respective offices and positions, and their respective dates of election or appointment:

Name Age (1) Position Date of Election or Appointment
Zaichang Ye 54  Chairman, Director and Chief Executive Officer May 17,2023

Bohong Du 53 Director and Chief Financial Officer May 17,2023

Zhunfu Lei 46  Chief Technology Officer and Chief Operating Officer May 17,2023

Tianshi Yang 34 Chief Strategy Officer January 25, 2024

Saiye Gu 51 Vice President May 17,2023

Yizhi Qian 45 Vice President May 17, 2023

Haidong Zhang (2)(3)(4) 45 Independent Director May 17,2023

Lin Bao (2)(3) 50 Independent Director May 17, 2023
Yongsheng Liu (2) 54 Independent Director May 17,2023

(1) As of the date of this report.

(2) Member of the Audit Committee.

(3) Member of the Compensation Committee.

(4) Member of the Nominating and Corporate Governance Committee.

Biographical Information of Our Current Directors and Executive Officers

Myr. Zaichang Ye serves as Chairman, Director and Chief Executive Officer of SunCar. He is primarily responsible for formulating corporate
strategy, planning, business development and supervising the overall operations of SunCar. He established Shengda Limited, a predecessor of SunCar, on
December 5, 2007 and served as an executive Director and legal representative until May 2012 and served as general manager from April 2010 to May
2012. Mr. Ye has 20 years of experience in corporate and business management and over 10 years of experience in investment management. Prior to
founding SunCar, he served as the legal representative and an executive director of Shanghai Jiamei Shenghai Culture Communication Co., Ltd. from
December 2003 to April 2016. Mr. Ye has been a director of Shanghai Evening News Media Co., Ltd. since August 2004. He has been a supervisor of
Shanghai Shouheng Commercial Consulting Co., Ltd. since August 2005. He has been the legal representative and an executive director of Haiyan Trading
since November 2012. He became the chief strategy officer of Shengda Group in March 2014. He has been the legal representative and an executive
director of Jiachen Information Technology (Shanghai) Co., Ltd. since March 2007. Mr. Ye obtained a bachelor’s degree in engineering from the
department of mechanical engineering of Shanghai Jiao Tong University in China in July 1991. He also obtained a master’s degree in business
administration from Cheung Kong Graduate School of Business in China in September 2007.

Myr. Bohong Du serves as Director and Chief Financial Officer of SunCar. He is primarily responsible for formulating corporate strategy,
planning, business development and supervising the overall operations of SunCar. He joined SunCar in March 2008 as a supervisor of Jiangsu Shengda. He
has been a supervisor of Shengshi Dalian Automobile and Chengdu Shengda since June 2013 and December 2010, respectively. Mr. Du has 20 years of
experience in corporate and business management. Prior to joining SunCar, Mr. Du served as a manager of Shanghai Fosun High Technology (Group) Co.,
Ltd. from March 1998 to September 2002. Mr. Du served as a manager of Shanghai Fosun Information Industry Co., Ltd from October 2002 to January
2003. He was a vice president at Jiamei Communication Holdings Limited from April 2003 to November 2013. Mr. Du has been a vice president of SunCar
since December 2013. Mr. Du obtained a college degree in financial accounting from Shanghai University in China in July 1997. Mr. Du obtained a
bachelor’s degree in business administration from the School of Continuing Education of Shandong University in China in January 2013. He also obtained
a master’s degree in business administration for senior executives from Xiamen University in China in June 2016.




Mpy. Zhunfu Lei serves as Chief Technology Officer and Chief Operating Officer of SunCar. He joined SunCar as the legal representative and an
executive Director of Shengda Limited in May 2012. He was approved to serve as general manager of Shengda Limited on September 21, 2012 by the
Shanghai bureau of the CIRC. He is primarily responsible for formulating corporate strategy, planning, business development and supervising the overall
operations of our Group. He has been the legal representative, a director and a general manager of Jiangsu Shengda Automobile Service Co., Ltd., a
wholly-owned subsidiary of SunCar, since July 2012. He has been the legal representative, an executive director and a manager of Beijing Beisheng since
January 2010. He also served as the legal representative, a director and a manager of Shengshi Dalian Automobile from June 2013 to April 2016. Mr. Lei
has 20 years of experience in corporate and business management. Prior to joining SunCar, Mr. Lei served as a director of Shanghai Jiamei Information
Advertisement Co., Ltd. from November 2001 to April 2007. Mr. Lei served as a chief officer of Lianming Advertising from May 2007 to February 2008.
He was also a chief officer of Shengda Group from February 2008 to September 2012. From December 2015 to December 2017, he also served as the legal
representative of Shengshi Dalian Financial Leasing. Mr. Lei obtained a bachelor’s degree in computer software from Zhejiang University in China in June
1999.

My. Tianshi Yang serves as Chief Strategy Officer of the Company since January 25, 2024. He has more than 12 years of experience in finance,
and investment in China, Hong Kong, and the U.S. as well as management experiences in three Nasdaq listed companies and a public company listed in the
Stock Exchange of Hong Kong. From June 2021 to September 2023, Mr. Yang has served as the chief financial officer of TD Holdings, Inc. (NASDAQ:
GLG), currently BAIYU Holdings, Inc. (NASDAQ: BYU), a company engaged in commodity trading business and supply chain service business in China.
From March 2020 to May 2021, Mr. Yang served as the director of investor relation in Aesthetic Medical International Holdings Group Limited
(NASDAQ: AIH), a company that provides aesthetic medical service. From January 2019 to February 2020, Mr. Yang served as the financial department
director of Meten International Education Group Ltd. (NASDAQ: METX), an English language training service provider. From May 2016 to October
2018, Mr. Yang served as the investment director of China First Capital Group (HKEX: 01269), an educational investment company. Mr. Yang has also
served as an Auditor at Ernst & Young from September 2011 to September 2013. Mr. Yang earned his Bachelor’s degree of Economics from Tianjin
University of Finance and Economics in China in June 2011 and a Master’s degree of Finance from Brandeis University in Boston, U.S. in February 2016.

Ms. Saiye Gu serves as a Vice President of SunCar. She joined SunCar as a Director on March 23, 2014. She is primarily responsible for the
overall operations of our Group’s auto elnsurance division. She was the legal representative, a director and a manager of Shengshi Dalian Automobile from
April 2016 to December 2016. She has been the legal representative and a director of Shanghai Xuanbei Automobile Service Co., Ltd. since April 2018.
Ms. Gu has nearly 20 years of experience in corporate and business management. Prior to joining our Group, Ms. Gu served as a secretary of the general
manager at China Electronics Import and Export Ningbo Branch from July 1993 to September 1995. She served as a responsible editor of Shanghai
Wanshitong Economic Information Service Co., Ltd. from January 1996 to September 2002. She served as an assistant to the general manager for Shanghai
Jiamei Information Advertisement Co. from January 2004 to December 2006. Ms. Gu was a vice president of Lianming Advertising from January 2007 to
February 2008. She served as a vice president of Shengda Group from February 2008 to March 2014. Ms. Gu obtained a college degree in humanities from
the University of Electronic Science and Technology of China in July 1993. Ms. Gu obtained a master’s degree in business administration from Fudan
University in China in December 2012.

Mr. Yizhi Qian serves as a Vice President of SunCar. He was appointed as SunCar’s shareholders representative supervisor on September 23,
2015. Mr. Qian joined SunCar as a vice president of Shengshi Dalian Automobile in May 2015 and was responsible for the business development and
service network coverage. He has been the legal representative, an executive director and manager of Shengshi Dalian Automobile since December 2016.
Prior to joining SunCar, Mr. Qian was the account manager of the Shanghai advertising department of the Global Times from February 2001 to March
2002. He was a business director of Shanghai Jiamei Information Advertisement Co. from February 2005 to January 2014 and a business director of
Shanghai Zhongrun Jiefang Media Co., Ltd. from February 2014 to May 2015, respectively. Mr. Qian completed his education specialized in investment
economic management from Tongling College of Finance and Economics (currently known as Tongling University) in China in July 2000.

Mpyr. Haidong Zhang serves as an independent director of SunCar. He is an experienced entrepreneur in the field of artificial intelligence. He is the
founder and chairman of First Pacific Technology Group, a technology company in Shanghai focusing on development of and investment in artificial
intelligence related technologies. Before founding First Pacific in September 2006, Mr. Zhang served as manager of North China Region at Oracle, Inc.
from May 2004 to September 2006. Mr. Zhang received his bachelor’s degree in Computer Science from Harvard University in 2002 and then went on for
his graduate school studies, also in Computer Science and Engineering, at the Massachusetts Institute of Technology.

Ms. Lin Bao serves as an independent director of SunCar. Ms. Lin is an experienced accounting professional. She holds CPA or equivalent
qualifications in the U.S., Ontario, Canada, and Hong Kong. Since October 2022, she has served as the Chief Financial Officer of Jayud Global Logistics
Limited. She served as the Chief Financial Officer of Shanghai Eagsen Intelligent Co., Ltd in Shanghai from November 2019 to March 2020, and from
April 2020 to September 2022, She served as the Chief Financial Officer of Eagsen, Inc., where she was responsible for bringing Eagsen public on Nasdagq.
Previously, she was Chief Financial Officer at Jufeel International Group in Shanghai from 2018 to 2019, and Chief Financial Officer at Balintimes Online
Media Ltd. in Shanghai from 2014 to 2015. She was responsible for the initial public offering of both Jufeel and Balintimes. Earlier, she served similar
roles at other public companies in Shanghai and in Toronto, Canada. She also worked at Ernst & Young LLP, where she was senior auditor from 2005 to
2008. Ms. Bao received her bachelor’s degree in economics from Concordia University in Canada.




My. Yongsheng Liu serves as an independent director of SunCar. Throughout the past 20 years, Mr. Liu has assumed various corporate leadership
positions and demonstrated his strong execution ability and in-depth knowledge in private equity and corporate mergers & acquisitions transactions across
a wide range of sectors including aviation, consumer, financial institutions, and technology. Mr. Liu has served as the chief executive officer and chairman
of our board of directors of Goldenbridge since August 2020. He has served as Chief Operating Officer of Goldenstone Acquisition Limited, a special
purpose acquisition company (“Goldenstone”) since April 2021. Mr. Liu served as the Chairman and Chief Executive Officer of Wealthbridge Acquisition
Limited, a special purpose acquisition company, from June 2018 until its business combination with Scienjoy Inc. in May 2020, and had served as the Vice
Chairman of Scienjoy’s Board of Directors since then. From March 2017 to April 2018, Mr. Liu served as the Chairman of the Board of Directors and
Chief Executive Officer of Royal China Holdings Limited (HKEx: 01683), during which he spearheaded the company’s international growth strategy
focused at acquiring targets in the aviation industry and financial sector. From the beginning of 2013 to March 2017, Mr. Liu was the Chairman of Joy Air
General Aviation, Chairman of Cambodia Bayon Airlines, Vice Chairman of Everbright and Joy International Leasing Company, and President of General
Aviation Investment Company (Shanghai). From April 2004 to August 2008, Mr. Liu also served as Chief Strategy Officer of United Eagle Airlines
(subsequently renamed to Chengdu Airlines). From December 1994 to June 2000, Mr. Liu was a manager of China Southern Airlines responsible for
ground staff training. Mr. Liu received his master degree from the University of Ottawa in 2002 and his bachelor’s degree from Civil Aviation University of
China in 1992.

Family Relationships

Mr. Zhunfu Lei is the brother of the wife of Mr. Ye Zaichang. Other than that, there are no family relationships among our officers and directors
and those of our subsidiaries and affiliated companies.

Board Diversity

The Nominating and Corporate Governance Committee does not have a formal policy with respect to diversity. However, the Board of Directors
and the Nominating and Corporate Governance Committee believe that it is essential that the members of the Board of Directors represent diverse
viewpoints. In considering candidates for the Board of Directors, the Board of Directors and the Nominating and Corporate Governance Committee
consider the entirety of each candidate’s credentials in the context of the factors mentioned above. The Company is currently in compliance with the
diversity requirements of Nasdaq Rule 5605(f) and 5606.

Board Diversity Matrix (As of December 31, 2023)

Country of Principal Executive Offices China

Foreign Private Issuer Yes

Disclosure Prohibited under Home Country Law No

Total Number of Directors 5

Did Not

Non- Disclose

Part I: Gender Identity Female Male Binary Gender

Directors 1 4 0 0

Part II: Demographic Background

Underrepresented Individual in Home Country Jurisdiction 0 0 0 0

LGBTQ+ 0 0 0 0

Did Not Disclose Demographic Background 0 0 0 0

B. Advisers

Not applicable.
C. Auditors

Friedman LLP acted as independent auditor of Goldenbridge Acquisition Limited’s (“GBRG”) for the period from March 2, 2021 (inception) to
October 7, 2022. Marcum LLP acted as GBRG’s independent auditor for the period from October 7, 2022 for the year ending June 30, 2023.

Marcum Asia CPAs LLP (formerly, Marcum Bernstein & Pinchuk LLP) acted as ASGL’s independent registered public accounting firm for the
years ended December 31, 2020, 2021.




On June 7, 2023, the Company decided to dismiss Marcum Asia CPAs LLP. On June 8, 2023, Enrome LLP was appointed as the Company’s
independent registered public accounting firm to audit the Company’s consolidated financial statements as of and for the fiscal years ended December 31,
2021, 2022 and 2023.

ITEM 2. OFFER STATISTICS AND EXPECTED TIMETABLE

Not applicable.

ITEM 3. KEY INFORMATION

A. Selected Financial Data

The following table presents SunCar’s summary consolidated statements of operations data for the years ended December 31, 2021, 2022 and

2023.
For the year Ended December 31,

2021 2022 2023
Revenues
Auto service $ 187,880 $ 199,294 $ 214,979
Auto elnsurance service 56,766 67,640 118,109
Technology service 4,589 15,479 30,658
Total revenues 249,235 282,413 363,746
Operating cost and expenses
Integrated service cost (156,852) (166,793) (209,553)
Promotional service expenses (55,222) (65,500) (112,504)
Selling expenses (12,731) (16,477) (20,578)
General and administrative expenses (10,420) (37,742) (22,462)
Research and development expenses (3,651) (8,478) (14,111)
Total operating costs and expenses (238,876) (294,990) (379,208)
Operating profit/(loss) 10,359 12,577) (15,462)
Other income/(expenses)
Financial expenses, net (3,045) (3,659) (4,435)
Investment income 759 441 518
Change of fair value of warrant liabilities (629)
Other income, net 2,457 5,121 5,001
Total other income, net 171 1,903 455
Income/(loss) before income tax expense 10,530 (10,674) (15,007)
Income tax expense (938) (231) (2,572)
Income/(Loss) from continuing operations, net of tax 9,592 (10,905) 17,579)
Discontinued operations:
Net loss from the operations of the discontinued operations, net of tax (27,682) (994) -
Net loss $ (18,090) (11,899) $ (17,579)

The following table presents SunCar’s summary consolidated balance sheet data as of December 31, 2022 and 2023.

As of December 31,
2022 2023

(In USD thousands)
191,968 § 223,235
155,192 § 155,245

Total assets
Total liabilities

@ L PP

Total shareholders’ (deficit) equity (5,284) $ 16,078
Non-controlling interests 42,060 $ 51,912
Total equity 36,776  $ 67,990




The following table presents SunCar’s summary consolidated cash flow data for the years ended December 31, 2021, 2022 and 2023.

For the years ended December 31,
2021 2022 2023
(In USD thousands)

Net cash used in operating activities of continuing operations $ (19,105) $ (16,092) $ (27,651)
Net cash (used in) provided by investing activities of continuing operations $ (20,091) $ (5,402) $ (2,394)
Net cash (used in) provided by financing activities of continuing operations $ (1,185) $ 10,636 $ 40,434
B. Capitalization and Indebtedness

The following table sets forth the capitalization of the Company as of December 31, 2023.
As of December 31, 2023
Cash and cash equivalents $ 30,854
Short-term borrowings 83,029
Amounts due to related parties 34,439
Total shareholders’ equity 16,078
Non-controlling interests 51,912
Total capitalization $ 185,458

C. Reasons for the Offer and Use of Proceeds
Not applicable.
D. Risk Factors

You should carefully consider the risks described below together with all of the other information included in this report before making an
investment decision with regard to our securities. The statements contained in or incorporated into this report that are not historic facts are forward-
looking statements that are subject to risks and uncertainties that could cause actual results to differ materially from those set forth in or implied by
forward-looking statements. If any of the following risks actually occurs, our business, financial condition or results of operations could be harmed. In that
case, the trading price of our ordinary shares could decline, and you may lose all or part of your investment.




Summary of Risk Factors
General Risks Related to SunCar’s Business

e Our auto services business and auto elnsurance business largely depend on our relationships with our customers. See Risk Factor - Our auto
services business and auto elnsurance business largely depend on our relationships with our customers. If we cannot maintain good
relationships or provide satisfactory services to them, we may lose some of our business.

e We rely on our auto service providers and external referral sources to operate our business, therefore our relationships with our service
providers are crucial to our business. See Risk Factor - We rely on our auto service providers and external referral sources to operate our
business, therefore our relationships with our service providers are crucial to our business. Failure to establish and maintain stable
relationships with them and other supply chain disruptions may adversely affect our results of operations and business prospects.

e  We are subject to customer concentration risk. See Risk Factor - We are subject to customer concentration risk. Our growth and revenue could
be materially and adversely affected if we lose any significant customer, or if any significant customer fails to cooperate with us at anticipated
levels.

e  We are subject to credit risks from our customers.

e  Our negative net operating cash flows in the past may expose us to certain liquidity risks and could constrain our operational flexibility. See
Risk Factor under such title.

e Any significant disruption in services on our apps, websites or computer systems, including events beyond our control, could materially and
adversely affect our business, financial condition and results of operation. See Risk Factor under such title.

e If we are unable to manage our growth or execute our strategies effectively, our business and prospects may be materially and adversely
affected. See Risk Factor under such title.

e We are an “emerging growth company” and we cannot be certain if the reduced disclosure requirements applicable to “emerging growth
companies” will make our ordinary shares less attractive to investors. See Risk Factor under such title.

e We may not be able to use certain of our leased properties due to defects related to these properties. See Risk Factor - We may not be able to
use certain of our leased properties due to defects related to these properties. And failure to comply with PRC laws and regulations on leased
property may expose us to potential fines and negatively affect our ability to use the properties we lease.

e If we fail to protect our intellectual property rights and proprietary information, we may lose our competitive edge and our brand, reputation
and operations may be materially and adversely affected. See Risk Factor under such title.

Risks Related to SunCar’s Insurance Services

e  We participate in the business as an insurance intermediary, therefore, we only obtained necessary licenses for the sale of insurance, but these
insurances do not allow us to create/modify insurance products either. See Risk Factor under such title.

e  Our business is subject to regulation and administration by the China Banking and Insurance Regulatory Commission and other government
authorities, and failure to comply with any applicable regulations and rules by us could result in financial losses or harm to our business. See
Risk Factor under such title.

e  Misconduct of the external referral sources we engaged to promote our auto elnsurance services is difficult to detect and deter and could harm
our reputation or lead to regulatory sanctions or litigation costs.
See Risk Factor under such title.




Examinations and investigations by the PRC regulatory authorities may result in fines and/or other penalties that may have a material adverse
effect on our reputation, business, results of operations and financial condition. See Risk Factor under such title.

Because the commission revenue we earn on the sale of insurance products is based on premium and commission rates set by insurance
companies, any decrease in these premiums or commission rates, or increase in the referral fees we pay to our external referral sources, may
have an adverse effect on our results of operation. See Risk Factor under such title.

The insurance business is historically cyclical in nature, and there may be periods with excess underwriting capacity and unfavorable
premium rates, which may negatively affect SunCar’s overall revenues. See Risk Factor - The insurance business is historically cyclical in
nature, and there may be periods with excess underwriting capacity and unfavorable premium rates, which may negatively affect SunCar s
overall revenues. SunCar also plans to further develop new insurance products narrowly tailored to the new trend in the car industry, but
there is no guarantee that such innovation will receive positive feedback from the market or bring more revenues to SunCar.

Risks Related to Doing Business in China

PRC regulations relating to investments in offshore companies by PRC residents may subject our PRC-resident beneficial owners or our PRC
Operating Entities to liability or penalties. See Risk Factor - PRC regulations relating to investments in offshore companies by PRC residents
may subject our PRC-resident beneficial owners or our PRC Operating Entities to liability or penalties, limit our ability to inject capital into
our PRC Operating Entities or limit the ability of our PRC Operating Entities to increase their registered capital or distribute profits.

Substantial uncertainties exist with respect to the interpretation and implementation of the PRC Foreign Investment Law and how it may
impact the viability of our current corporate structure, corporate governance and business operations. See Risk Factor under such title.

The Chinese government exerts substantial influence over the manner in which SunCar must conduct our business activities. See Risk Factor -
The Chinese government exerts substantial influence over the manner in which we must conduct our business activities. We are currently not
required to obtain permission or approval from Chinese authorities to list on U.S exchanges, however, if we were required to obtain
permission or approval in the future and were denied permission or approval from Chinese authorities to list on U.S. exchanges, we will not
be able to continue listing on U.S. exchange and the value of our ordinary shares may significantly decline or be worthless, which would
materially affect the interest of the investors.

Our business is conducted in RMB and the price of our ordinary shares is quoted in United States dollars, changes in currency conversion
rates may affect the value of your investments. See Risk Factor - Because our business is conducted in RMB and the price of our ordinary
shares is quoted in United States dollars, changes in currency conversion rates may affect the value of your investments. Any significant
revaluation of the RMB may materially and adversely affect our cash flows, revenue and financial condition. Changes in the conversion rate
between the United States dollar and the RMB will affect the amount of proceeds we will have available for our business.

We may become subject to a variety of laws and regulations in the PRC regarding privacy, data security, cybersecurity, and data protection.
SunCar may be liable for improper use or appropriation of personal information. See Risk Factor under such title.

If SunCar is classified as a PRC resident enterprise for PRC income tax purposes, such classification could result in unfavorable tax
consequences to us and our non-PRC shareholders and ordinary shareholders. See Risk Factor under such title.




Failure to obtain any preferential tax treatments or the discontinuation, reduction or delay of any of the preferential tax treatments that may be
available to us in the future could materially and adversely affect our business, financial condition and results of operations. See Risk Factor
under such title.

The permission or approval of the China Securities Regulatory Commission may be required in future offerings or financings, and, if
required, we cannot predict whether we will be able to obtain such permission or approval. See Risk Factor under such title.

PRC regulation of loans to and direct investment in PRC entities by offshore holding companies may delay us from using the proceeds of
future offerings. In addition, the PRC government imposes controls on the convertibility of RMB into foreign currencies and, in certain cases,
the remittance of currency out of China, to the extent cash in the business is in the PRC/Hong Kong or a PRC/Hong Kong entity, the funds
may not be available to fund operations or for other use outside of the PRC/Hong Kong due to interventions in or the imposition of
restrictions and limitations on the ability of SunCar or SunCar’s subsidiaries, by the PRC government to transfer cash. In terms of the cash
transfer among SunCar and its subsidiaries, subject to the amounts of cash transfer and the nature of the use of funds, requisite internal
approval shall be obtained prior to each cash transfer. Specifically, all transactions require the approvals of the financial controllers of the
entities involved. As for an internal cash transfer exceeds RMB10,000,000 (approximately $1.5 million), the general manager is also required
to conduct review and approval. See Risk Factor - PRC regulation of loans to and direct investment in PRC entities by offshore holding
companies may delay us from using the proceeds of future offerings to make loans or additional capital contributions to our PRC Operating
Entities, which could materially and adversely affect our liquidity and our ability to fund and expand our business.

Recently, the PRC government initiated a series of regulatory actions and released guidelines to regulate business operations in China with
little advance notice, including those related to data security or anti-monopoly concerns, which may have an impact on our ability to conduct
certain business in China, accept foreign investments, or list on a U.S. or other foreign exchange. See Risk Factor - We face uncertainties with
respect to indirect transfers of equity interests in PRC resident enterprises by their non-PRC holding companies and Risk Factor - The M&A
Rules and certain other PRC regulations may make it more difficult for us to pursue growth through acquisitions.

The Chinese government exerts substantial influence over the manner in which we must conduct our business activities. Therefore, investors
in the securities and our business face potential uncertainty from the PRC government’s policy. The Chinese government may intervene or
influence our operations at any time, or may exert more control over offerings conducted overseas and/or foreign investment in China-based
issuers, which could result in a material change in our operations and/or the value of our securities. Any actions by the Chinese government to
exert more oversight and control over offerings that are conducted overseas and/or foreign investment in China-based issuers could
significantly limit or completely hinder our ability to offer or continue to offer securities to investors and cause the value of such securities to
significantly decline or to be worthless. See Risk Factor - The permission or approval of the China Securities Regulatory Commission may be
required in connection with this Transaction, and, if required, we cannot predict whether we will be able to obtain such permission or
approval.

Our auditor is headquartered in Singapore, Singapore, and is subject to inspection by the PCAOB on a regular basis. See Risk Factor -
Holding Foreign Companies Accountable Act, or the HFCAA, and the related regulations are evolving quickly. Further implementations and
interpretations of our amendments to the HFCAA or the related regulations, or a PCAOB's determination of its lack of sufficient access to
inspect our auditor, might pose regulatory risks to and impose restrictions on us because of our operations in mainland China that PCAOB
may not be able to inspect or investigate completely such audit documentation and, as such, you may be deprived of the benefits of such
inspection and our ordinary share could be delisted from the stock exchange pursuant to the HFCAA.




Risks Related to Ownership of SunCar Securities

e Because there are no current plans to pay cash dividends on the Class A Ordinary Share for the foreseeable future, you may not receive any
return on investment unless you sell your Class A Ordinary Share for a price greater than that which you paid for it. See Risk Factor under
such title.

e If SunCar fails to implement and maintain an effective system of internal controls to remediate its material weaknesses over financial
reporting, SunCar may be unable to accurately report its results of operations, meets its reporting obligations or prevent fraud, and investor
confidence and the market price of SunCar’s ordinary shares may be materially and adversely affected. See Risk Factor under such title.

e Future sales or perceived sales of substantial amounts of our securities in the public market could have a material adverse effect on the
prevailing market price of our Ordinary Shares and our ability to raise capital in the future, and may result in dilution of your shareholdings.
See Risk Factor under such title.

e We may have conflicts of interest with our largest shareholder and may not be able to resolve such conflicts on favorable terms for us. See
Risk Factor under such title.

General Risks Related to SunCar’s Business

Our historical business growth and profitability may not be indicative of future performance. You should not rely on the results of our operations as an
indication of future revenue, profit or growth.

We commenced our auto elnsurance business in May 2007 and launched our auto services business in June 2013, both through our operating
entities in China. Our revenue and net profit increased continually. For the years ended December 31, 2021, 2022 and 2023, we generated revenue from
continuing operations of $249.2 million, $282.4 million and $363.7 million, respectively. For the same periods, our net profit from continuing operations
was $9.6 million, and net loss from continuing operations of $10.9 million and $17.6 million, representing a net profit margin from continuing operations
of 3.85% and net loss margin from continuing operation of 3.86% and 4.83% in the respective periods. Our net losses were $18.1 million, $11.9 million
and $17.6 million for the years ended December 31, 2021, 2022 and 2023, respectively. Due to the stringent regulations for the financial leasing industry
and sluggish economic environment especially impacted by COVID-19, payments receivable from lessees were severely overdue. Accordingly, we made
significant bad debt provision. In addition, fixed and required basis costs and expenses, including fund cost, personnel expenditure, rental expense and
other expense to maintain normal operating activities were stable, and hence, the financial business line was under performance. For the purpose of
concentrating on our remaining major business lines, we disposed the financial leasing business line as of March 1, 2022.

However, our historical performance may not be indicative of our future growth or financial results. We cannot assure you that we will be able to
deliver similar growth or avoid any decline in the future. Our growth may slow down and our revenue and net profit may decline for a number of possible
reasons, including the risk factors set forth in this Report. Some of the risks are beyond our control, including declining growth of our overall market or
industry, increasing competition, the emergence of alternative business models, decreasing customer base, changes in rules, regulations, government
policies or general economic conditions, and we may encounter unforeseen expenses, difficulties, complications, delays and other unknown factors. You
should consider our business and prospects in light of these risks, and not unduly rely on our past results of operations or historical growth rate as an
indicator of our future performance.




If we fail to maintain cordial relationships with our business partners, our business, results of operations, financial condition and business prospects
could be materially and adversely affected.

We are a company working as an intermediary in auto services and insurance. Therefore, we depend on our auto service providers and insurance
companies partners to provide services to our clients and customers. Our success depends on our ability to, among other things, develop and maintain
relationships with our existing business partners and attract new business partners.

Our auto services business and auto elnsurance business largely depend on our relationships with our customers. If we cannot maintain good
relationships or provide satisfactory services to them, we may lose some of our business.

For our auto services business, our enterprise clients are our clients, mainly consisting of banks, insurance companies and other large corporations.
We secure service contracts with a substantial number of our enterprise clients through a bidding or centralized procurement process. These contracts
generally have a term of one or two years which, upon expiry, we are typically subject to a new round of bidding or centralized procurement process to be
awarded a renewed contract. We cannot assure you that we will always be invited to participate in the bidding or procurement process of our existing
customers upon expiry of our existing contract terms or potential customers that we strive to establish business relationship with, or that we would be able
to succeed in the bidding or procurement processes or maintain comparable success rates in the future. Furthermore, our cooperation with our enterprise
clients is subject to their annual budget constraints, which could indirectly affect the growth of our auto services business.

For our auto elnsurance business, we provide agency services for major insurance companies in China by distributing primarily auto elnsurance
products underwritten by them, and receive commissions from these insurance companies. Our relationships with these insurance companies are governed
by agreements between the insurance companies and us. These contracts generally provide, among other things, the scope of our authority and our
commission rates, and typically have a term of one or three years. Certain of these contracts can also be terminated by the insurance companies with a
relatively short notice under certain circumstances. There is no assurance that we would be able to renew any such contracts upon their expiry with terms
that are comparable to or better than the existing ones, if at all. Any interruption to or discontinuation of our relationships with these insurance companies
may severely and negatively impact our results of operations.

In addition, client and end-consumer recognition is critical for us to remain competitive. Our ability to maintain and enhance client and end-
consumer recognition and reputation depends primarily on the quality of the products and services they receive. If we are unable to maintain and further
enhance our client and end-consumer recognition and reputation and promote awareness of our product offerings and services, we may not be able to
maintain or continue to expand our client base, and our results of operations may be materially and adversely affected. Furthermore, any negative or
malicious publicity relating to our Group, products and services could harm our brand image and in turn materially and adversely affect our business and
results of operations.

We rely on our auto service providers and external referral sources to operate our business, therefore our relationships with our service providers are
crucial to our business. Failure to establish and maintain cordial relationships with them and other supply chain disruptions may adversely affect our
results of operations and business prospects.

For our auto services business, we rely on our auto service providers to deliver a variety of automobile-related services to customers of our
enterprise clients. Accordingly, our relationships with the auto service providers and their quality of service are crucial for us to continue our business
growth and promote our brand and reputation among our customers. If our relationships with them deteriorate, our business, financial condition and results
of operations may be materially and adversely affected. Similarly, failure of our auto service providers to deliver services of satisfactory quality may cause
our clients to stop using our services, which could adversely affect our revenue or even jeopardize the business relationship with our customers.

For our auto elnsurance business, we collaborate with various external referral sources to expedite our market penetration and broaden our end
consumer base. Our external referral sources are our service providers in the auto elnsurance business. Failure to establish and maintain cordial
relationships with our external referral sources may materially and adversely affect our ability to expand our business scale and geographical coverage,
which in turn could adversely affect our results of operations and business prospects.
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In addition, our contracts with our clients and service providers are typically on a non-exclusive basis, and they may choose to cooperate with our
competitors or offer competing services themselves. For example, there is an increasing trend that major insurance companies build their own Internet or
mobile channels and strengthen their in-house capabilities to distribute their insurance products, as well as establishing their own auto elnsurance arms. Our
auto service providers may also choose to work with our competitors or other service platforms, which may offer better terms or bring upon more business
volume to them. In any event, there is no assurance that we will be able to continuously maintain positive relationships with our business partners, or
continue to work with them on terms favorable to us, or at all. If any of the foregoing occurs, our business growth, results of operations and financial
condition will be adversely affected.

Moreover, our auto service providers depend upon frequent use of auto parts, products, and supplies to perform the services they provide for us.
Shortages or interruptions in the supply chain caused by unexpected demand, problems in production or distribution, acts of terrorism, financial or other
difficulties of suppliers, labor issues, inclement weather, natural disasters such as floods, drought and hurricanes, outbreak of armed conflicts or disease,
such as COVID-19, or other conditions could adversely affect the availability, quality and cost of supplies for such products, which could materially and
adversely affect the businesses of our auto service providers and us. Recent global supply chain disruptions have had minimal direct impacts on our
operations, because our business is digitalized and require very little continuous supply of physical materials. Moreover, the labor supply of our auto
service providers have been affected only minimally, since we source these providers in China locally, close to the locations of our clients service requests.
For examples, Russia, Ukraine, and the United States have no nexus to our supply chains, so events happening in these locations have minimal effect on
our supply chain management or risks.

Global inflationary pressures could negatively impact our results of operations and cash flows.

We face two types of possible inflationary pressures: a general pressure from inflation-related economic slowdown, and a specific pressure from
inflation of the prices of fuel. First, inflation could slow down the global economy and the economic activity in China in particular, and thus decrease the
over amount of automobile usage in China which would impact our business. So far, this risk has not been realized, and we see automobile usage in China
continue to steadily grow. Second, since the 2022 inflation episode was triggered by the conflict in Ukraine and the resulting increase in fossil fuel prices, it
particularly impacts the automobile industry which still mainly relies on fossil fuel to power the vehicles. Thus, the automotive and related industries,
including insurance and auto service industries where we operate, would face increased cost of operation even more significant than the global economy as
a whole, drive by the increase in fuel prices. Our efforts in developing our NEV (new energy vehicles) business line may not be able to completely offset
this risk, since NEV is still a minority portion of the entire automotive industry.

Increases in labor costs and employee benefits may adversely affect our business and profitability.

Labor costs in China have risen in recent years as a result of social and economic development including the increasing inflation. Average wages
in China are expected to continue increasing. We may also need to increase our total compensation packages to attract and retain experienced personnel to
achieve our business objectives. In addition, we are required by the PRC laws and regulations to pay various statutory employee benefits, including
pension, housing fund, and insurance, to designated government authorities for the benefits of our employees. We may be determined by the relevant
government authorities to have failed to make adequate payments to the statutory employee benefits, due to the inconsistent implementation or
interpretation of the PRC laws and regulations by local authorities or our lack of understanding of the relevant PRC laws and regulations. As a result, we
may be subject to late payment fees or other penalties. As of the date of this Report, our PRC Operating Entities have not been materially impacted, in part
because our labor suppliers, the auto service providers, are highly fragmented and not coordinated as US-style labor unions do not exist in the PRC.
However, we expect that our labor costs, including wages and employee benefits, will continue to increase. Our financial condition and results of
operations may be adversely affected as a result of any material increase in our labor costs.
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We are subject to customer concentration risk. Our growth and revenue could be materially and adversely affected if we lose any significant customer,
or if any significant customer fails to cooperate with us at anticipated levels.

For the year 2023, there was three customer who accounted for more than 10% of our revenue for a total of 48%, and four customers each
accounting for more than 10% of our accounts receivables for a total of 50%. For the year 2022, we had two customers each accounting for more than 10%
of our revenue for a total of 26%, and four customers each accounting for more than 10% of our accounts receivables for a total of 70%. For the year of
2021, we had one customer accounting for more than 15% of our revenue, and three customers each accounting for more than 10% of our accounts
receivables for a total of 46%.

There are a number of factors, other than our performance, that could cause loss of, or decrease in the volume of business from, a customer.
Despite our moderate and decreasing customer concentration and our record of maintaining customer loyalty, our top customers, especially the insurance
companies, are large state-owned enterprises, who may enjoy significant bargaining power over us, and who may be difficult for us to replace if we lose
them. We cannot assure you that we will continue to maintain the business cooperation with these customers at the same level, or at all. The loss of
business from any of these significant customers, or any downward adjustment of the commission rates paid to us, could materially adversely affect our
revenue and profit. Furthermore, if any significant customer terminates its relationship with us, we cannot assure you that we will be able to secure an
alternative arrangement with comparable insurance company in a timely manner, or at all.

We are subject to credit risks from our customers.

We typically grant credit period to our automobile enterprise clients. While they are principally insurance companies and banking institutions,
there is no assurance that income receivable by us will not be subject to disputes with our clients and partners. Given the scale of our clients and the
negotiating positions they enjoy, in case of dispute we are typically in a less favorable position to succeed in recovering the trade receivables and our
financial position and results of operations may be negatively impacted as a result.

Our outstanding accounts receivable are not covered by collateral or credit insurance. While we have procedures to monitor and limit exposure to
credit risk on our accounts receivable, which risk is heightened during periods of uncertain economic conditions, there can be no assurance such procedures
will effectively limit our credit risk and enable us to avoid losses, which could have a material adverse effect on our financial condition and operating
results. Our net accounts receivable balance was US$85.6 million and US$56.0 million as of December 31, 2022 and December 31, 2023, respectively, and
we recognized bad debt expenses of nil and US$26.0 million during the years ended December 31, 2021 and 2022, respectively, and reversed credit losses
of $4.1 million for the years ended December 31, 2023.

We may not be able to facilitate diversified products and services to effectively address our end consumers’ needs, which could have a material adverse
effect on our business, results of operations and financial condition.

We strive to continuously upgrade our auto services by offering more comprehensive service solutions and upgraded experience. We also seek to
collaborate with more insurance companies located in our existing and new geographical markets, while maintaining full spectrum insurance product
choices. Expansion into new product and service categories and geographies involves new risks and challenges. If we fail to respond to the changing and
emerging needs and preferences of our customers and end consumers, or we incorrectly respond to the changing and emerging needs and preferences, our
business, results of operations and financial condition may be materially and adversely affected.

Any breaches to our security measures, including unauthorized access to our systems, computer viruses and cyber-attacks may adversely affect our
database and reduce the use of our services and damage our reputation and brand names.

In connection with our business as a provider of online platform, we collect, host, store, transfer, process, disclose, use, secure and retain and
dispose of large amounts of personal and business information about our clients and partners. We focus on ensuring that we safeguard and protect personal
and business information and client funds, and we devote significant resources to maintain and regularly update our systems and processes. Nonetheless,
the global environment continues to grow increasingly hostile as attacks on information technology systems continue to grow in frequency, complexity and
sophistication, and we are regularly targeted by unauthorized parties using malicious tactics, code and viruses.




Any cyberattack, unauthorized intrusion, malicious software infiltration, network disruption, denial of service, corruption of data, theft of non-
public or other sensitive information, or similar act by a malevolent party (including our personnel), or inadvertent acts or inactions by our vendors,
partners or personnel, could result in the loss, disclosure or misuse of confidential personal or business information or the theft of client, and could have a
materially adverse effect on our business or results of operations or that of our clients, result in liability, litigation, regulatory investigations and sanctions
or a loss of confidence in our ability to serve clients, or cause current or potential clients to choose another service provider. As the global environment
continues to grow increasingly hostile, the security of our operating environment is ever more important to our clients and potential clients. As a result, the
breach or perceived breach of our security systems could result in a loss of confidence by our clients or potential clients and cause them to choose another
service provider, which could have a materially adverse effect on our business.

As of the date of this Report, we believe we are not subject to any material cybersecurity risks. Although we believe that we maintain a robust
program of information security and controls and none of the data or cyber security incidents that we have encountered to date have materially impacted us,
we cannot guarantee that our measures will always be reliable, a data or cyber security incident could disrupt our continuing service to our customers and
their end users, force us in providing inferior services, or delay the completion of our service, and then in turn have a materially adverse effect on our
business, results of operations, financial condition and reputation.

We face intense competition in the markets we operate in, and some of our competitors may have greater resources or brand recognition than us.

The automobile auto elnsurance market and the integrated auto service market in China are highly fragmented and competitive. In our auto
services business, we primarily compete with a large number of large integrated service providers and other independent auto service providers. We
compete for customers on the basis of product offerings, pricing, customer services and reputation. In our auto elnsurance business, we face competition
from insurance companies that use their in-house sales force, exclusive sales agents, telemarketing, and Internet or mobile channels to distribute their
insurance products, and from business entities that distribute insurance products on an ancillary basis, such as commercial banks, postal offices and
automobile dealerships, as well as from other professional insurance intermediaries.

Some of our current and future competitors may have greater financial and marketing resources than we do, and may be able to offer services that
we do not currently have and may not offer in the future. The disruption of business cooperation with major banks and insurance companies we work with
may cause us to lose our competitive advantages in certain areas. If we are unable to compete effectively against and stay ahead of our competitors, we may
lose customers and our financial results may be negatively affected.

Our negative net operating cash flows in the past may expose us to certain liquidity risks and could constrain our operational flexibility.

We had negative net operating cash flows in years 2021, 2022 and 2023. Our cash flows have been affected by a general mis-match of cash
inflow and outlay on the operational level resulting from our significantly longer trade receivables turnover days compared to our trade payables turnover
days, as our customers are mostly banks and insurance companies and their respective payment process is generally significantly longer than our payment
process to our external referral sources and auto service providers.

We cannot assure you that we will not experience net current liabilities or negative net operating cash flows in the future. Our future liquidity,
ability to make necessary capital expenditures, the payment of trade and other payables, as and when they become due, will primarily depend on our ability
to maintain adequate cash inflows from our operating activities and adequate external financing. Our ability to generate adequate cash inflows from
operating activities may be affected by our future operating performance, prevailing economic conditions, our financial, business and other factors, many of
which are beyond our control. Also, we may not be able to renew or refinance our existing bank borrowings or secure additional external financing on a
timely basis or on acceptable terms, or at all. The occurrence of any of the foregoing may cause us not to have sufficient cash flow to fund our operating
costs and constrain our operational flexibility and, in that event, our business, financial condition and results of operations could be adversely affected.
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Our latest business growth strategy may negatively impact our financial results and profit margins in the short run.

To better fit into the development of current vehicle industry pioneer in the new energy vehicles (“NEVs”) market and transform to the sustainable
growth strategy, we plan to focus on several marketing points to further increase the revenue of SunCar. Our growth strategy includes the following: (1)
expanding customers base with market trends; (2) under the electrification of the vehicles, and population of NEVs, SunCar is working to provide
digitalized, online services; (3) coordinating with multiple insurance companies, and design new insurance plans for NEV drivers which will be sold
exclusively through SunCar; and (4) increasingly monetize the management tech (SaaS) we provide for small business partners. Although we do not expect
our profit margin to decrease as a result of our latest business growth strategy, given that the strategy does not require a significant increase in capital
expenditures, we may not succeed in achieving one or more of the goals under our growth strategy and it may cost us more expenses to achieve them than
we anticipate. If we incur substantial expenses for implementing the plan without being able to achieve the anticipated business growth and expansion, our
operating and financial results and our business prospects may be materially and adversely affected.

Our business is subject to seasonality.

In our auto elnsurance business, our revenue (i.e., commissions from insurance companies) is subject to quarterly fluctuations as a result of,
among other factors, the seasonality of our business, the timing of policy renewals of individual policy owners and the net effect of new and lost business.
During any given year, our revenue derived from distribution of insurance products is generally lower during the first quarter. The factors that cause such
quarterly variations are not within our control. Specifically, change of end-consumer demand, timing of renewals, cancellations of insurance policies would
cause seasonal fluctuations in our results of operations. On the other hand, revenue derived from our auto service business in any given year also exhibits
seasonality generally, and is generally highest in the second quarter and the fourth quarter, mainly resulting from the expiry of reward points in our
enterprise clients’ reward programs or customer loyalty programs and the promotional activities launched by our major customers in June and December of
each year. In addition, changes in certain of our expenses do not necessarily correspond with such fluctuations. For example, we spend on marketing
activities, staff recruitment and training, and product development throughout the year, and we pay rent for our facilities based on the terms of the lease
agreements. We may also incur significant costs for our information technology systems and enhancements and upgrades of our apps from time to time in
support of our business developments. We expect to continue to experience seasonal fluctuations in our revenue and results of operations. These
fluctuations could result in volatility in our results of operations. As a result, you may not be able to rely on quarterly comparisons of our operating results
as an indication of our future performance.

Any significant disruption in services on our apps, websites or computer systems, including events beyond our control, could materially and adversely
affect our business, financial condition and results of operation.

Our business is highly dependent on the ability of our information technology systems to timely process a large number of transactions across
different markets and products at a time when the volume of such transactions is growing rapidly. We are also increasingly relying on our apps to facilitate
the business process of both our auto elnsurance and our auto services. Usability of our apps as perceived by users can influence customer satisfaction. The
proper functioning and improvement of our apps, our accounting, customer database, customer service and other data processing systems, together with the
communication systems between our various branches and our principal executive office in Shanghai, is critical to our business and to our ability to
compete effectively. We cannot assure you that our business activities would not be materially disrupted in the event of a partial or complete failure of any
of these primary information technology or communication systems, which could be caused by, among other things, software malfunction, computer virus
attacks or conversion errors due to system upgrading. In addition, a prolonged failure of any of our information technology systems could damage our
reputation and materially and adversely affect our operations and profitability.




Our business model and our planned business developments are dependent on the proper function of our IT systems and infrastructure and our ability
to continuously improve our IT systems and infrastructure and adopt advancing technologies. Breakdown of any of our major IT systems or failure to
keep up with technological developments would materially and adversely affect our business, results of operations and future prospects.

Our proprietary technology and technological capabilities are critical to the development and maintenance of our IT systems and infrastructure
underlying our apps and platforms, which in turn is vital to our business operations and planned developments. We need to keep abreast of the fast evolving
IT developments, and continuously invest in significant resources, including financial and human capital resources to maintain, upgrade and expand our IT
systems and infrastructure in tandem with our business growth and developments. However, research and development activities are inherently uncertain,
and investments in information technologies and development of proprietary technologies may not always lead to commercialization or monetarization, or
lead to increased business volume and/or profitability. The fast evolving IT developments may also render our existing systems and infrastructure and those
that are newly developed and implemented obsolete before we are able to reap sufficient benefits to recover their investment costs, and may lead to
substantial impairments which would adversely affect our results of operations. Obsolescence in our proprietary technology, IT systems and infrastructure
may also significantly impair our ability to conduct and grow our business and compete effectively, which could materially and adversely impact our
results of operations and business prospects. On the other hand, any significant breakdown of our IT systems and infrastructure may materially and
adversely affect our business, results of operations, reputation and business prospects, and may even subject us to potential claims or even litigations,
particularly as parts of our IT systems and infrastructure are linked to or connected with IT systems and infrastructure of our insurance company partners
and enterprise clients, who are mostly sizeable and reputable financial institutions whom themselves are subject to stringent regulatory supervision. As we
rely heavily on our apps and our IT systems and infrastructure to facilitate and conduct our business, any prolonged breakdown of systems and
infrastructure could also materially impact our business and results of operations.

Failure to ensure and protect the confidentiality of the personal data of end consumers could subject us to penalties, negatively impact our reputation
and deter end consumers from using our platforms.

In providing our services, a challenge we face is the secured collection, storage and transmission of confidential information. We acquire certain
private information about end consumers, such as name, personal identification number, address and telephone number during the course of our business.
We also obtained certain personal data from our insurance company partners and enterprise clients pursuant to the collaboration agreements with them,
such as the vehicle registration number and registration date, the engine number, the make and model of the automobile and information about the current
insured status of the automobile of a potential insurance purchaser. We are required to collect and use such information in accordance with relevant PRC
laws and not to disclose or use such information without consent from the respective consumers.

While we have taken steps to protect the personal data that we have access to, our security measures could be breached. Any accidental or willful
security breaches or other unauthorized access to our system could cause confidential personal data to be stolen and used for criminal purposes, and could
also expose us to liability related to the loss of information, time-consuming and expensive litigation and negative publicity. If security measures are
breached or if we fail to protect confidentiality of the personal data of end consumers otherwise, our insurance company partners, our enterprise clients as
well as end consumers may be deterred from choosing us, which could result in significant loss of business and we could incur significant liability, and our
business and operations could be adversely affected.

We may fail to attract or retain an experienced management team and qualified personnel.

Our continued success depends on our ability to attract and retain an experienced management team and other employees with the requisite
expertise and skills. Our ability to do so is influenced by a variety of factors, including the structure of the compensation package that we formulate and the
competitive market position of our overall compensation package. Our management team and skilled employees may leave us or we may terminate their
employment at any time. We cannot assure you that we will be able to retain our management team and skilled employees or find suitable or comparable
replacements on a timely basis. Moreover, if any of our management team or skilled employees leaves us or joins a competitor, we may lose customers. In
addition, former employees may request certain compensation arising from their resignation or retirement, which we typically negotiate on a case-by-case
basis. However, if we are unable to reach a mutually acceptable resolution with such employees, they may take other actions including, but not limited to,
initiating legal proceedings. Such legal proceedings may require us to pay damages, divert our management’s attention cause us to incur costs and harm our
reputation. In particular, our business operations and development crucially depend on key persons, including our Chairman and CEO Mr. Ye Zaichang and
our CTO Mr. Lei Zhunfu, the loss or departure of whom would materially impact our business. Each of these foregoing factors could have a material
adverse effect on our business, financial condition and results of operations.




We are subject to credit risks from our customers.

We typically grant credit period to our automobile enterprise clients. While they are principally insurance companies and banking institutions, and
notwithstanding that we only had relatively insignificant impairment of trade receivables in the past, there is no assurance that income receivable by us will
not be subject to disputes with our clients and partners. Given the scale of our clients and the negotiating positions they enjoy, in case of dispute we are
typically in a less favorable position to succeed in recovering the trade receivables and our financial position and results of operations may be negatively
impacted as a result.

If we are unable to manage our growth or execute our strategies effectively, our business and prospects may be materially and adversely affected.

Our business has grown substantially since our inception, and we expect continued growth in the scale of our business and our operations. We
have significantly expanded branch establishment, our headcount and office facilities, and we anticipate further expansion in certain areas and geographies.
This expansion increases the complexity of our operations and may cause strain on our managerial, operational and financial resources. We must continue
to hire, train and effectively manage new employees. If our new hires perform poorly or if we are unsuccessful in hiring, training, managing and integrating
new employees, our business, financial condition and results of operations may be materially harmed.

In addition, as we pursue our business growth and strive to expand our customer base, we endeavor to establish presence in new geographical
markets, introduce new insurance products and types of auto services, and work with a variety of additional business partners, including banks, insurance
companies, external referral sources and auto service providers, to address the evolving needs of the end consumers. We may have limited or no experience
for certain new product and service offerings, and our expansion into these new product and service offerings may not achieve broad acceptance among our
customers or end consumers. These offerings may present new and difficult technological or operational challenges, and we may be subject to claims if end
consumers do not have satisfactory experiences in general. To effectively manage the expected growth of our business and operational scale, we will need
to continue improving our transaction processing, technological, operational and financial systems, policies, procedures and controls. All of these
endeavors involve risks and will require significant management, financial and human resources. We cannot assure you that we will be able to effectively
manage our growth or to implement our strategies successfully. If we are not able to manage our growth effectively, or at all, our business and prospects
may be materially and adversely affected.

We are an “emerging growth company” and we cannot be certain if the reduced disclosure requirements applicable to “emerging growth companies”
will make our ordinary shares less attractive to investors.

We are an “emerging growth company,” as defined in the JOBS Act, and we may take advantage of certain exemptions and relief from various
reporting requirements that are applicable to other public companies that are not “emerging growth companies.” In particular, while we are an “emerging
growth company” (1) we will not be required to comply with the auditor attestation requirements of Section 404(b) of the Sarbanes-Oxley Act, (2) we will
be exempt from any rules that may be adopted by the PCAOB requiring mandatory audit firm rotations or a supplement to the auditor’s report on financial
statements, (3) we will be subject to reduced disclosure obligations regarding executive compensation in our periodic reports and proxy statements and (4)
we will not be required to hold nonbinding advisory votes on executive compensation or shareholder approval of any golden parachute payments not
previously approved. We currently intend to take advantage of the reduced disclosure requirements regarding executive compensation, including the
exemptions from the advisory vote requirements and executive compensation disclosures under the Dodd-Frank Wall Street Reform and Customer
Protection Act, or the Dodd-Frank Act, and the exemption from the provisions of Section 404(b) of the Sarbanes-Oxley Act. In addition, Section 107 of the
JOBS Act provides that an emerging growth company can take advantage of the extended transition period provided in Section 7(a)(2)(B) of the Securities
Act for complying with new or revised accounting standards, meaning that the company can delay the adoption of certain accounting standards until those
standards would otherwise apply to private companies. We have irrevocably elected not to avail ourselves of this exemption from new or revised
accounting standards and, therefore, will be subject to the same new or revised accounting standards as other public companies that are not emerging
growth companies.




We may remain an “emerging growth company” until the fiscal year-end following the fifth anniversary of the completion of this initial public
offering, though we may cease to be an “emerging growth company” earlier under certain circumstances, including (1) if we become a large accelerated
filer, (2) if our gross revenue exceeds $1.07 billion in any fiscal year or (3) if we issue more than $1.0 billion in non-convertible notes in any three year
period. The exact implications of the JOBS Act are still subject to interpretations and guidance by the SEC and other regulatory agencies, and we cannot
assure you that we will be able to take advantage of all of the benefits of the JOBS Act. In addition, investors may find our ordinary shares less attractive if
we rely on the exemptions and relief granted by the JOBS Act. If some investors find our ordinary shares less attractive as a result, there may be a less
active trading market for our ordinary shares and our stock price may decline and/or become more volatile.

We may not be able to use certain of our leased properties due to defects related to these properties. And failure to comply with PRC laws and
regulations on leased property may expose us to potential fines and negatively affect our ability to use the properties we lease.

As of the date of this Report, we operated our business primarily through one owned property in Shanghai and 76 leased properties across China.
For some leased properties, the landlords have not provided ownership certificates, or where the landlords are not the owners, consent letters from the
property owners for leasing or sub-leasing the properties. We believe that lessors are not entitled to lease properties if they do not have ownership of such
properties or consent from the property owners authorizing the lease. If our lessors are not the owners of the properties or they have not obtained consents
from the owners or their lessors or permits from the relevant government authorities, our leases could be invalidated. If any third party raises claims against
the ownership or leasing rights of such properties, our leasing of such properties may be affected.

Pursuant to the Administrative Measures for Commodity Housing Leasing, parties to a lease agreement are required to file the lease agreements
for registration and obtain property leasing filing certificates for their leases. Our leasehold interests in leased properties have not been registered with the
relevant PRC government authorities as required by PRC law, which may expose us to potential fines if we fail to remediate after receiving any notice from
the relevant PRC government authorities. As of the date of this Report, we believe that failure to complete the lease registration will not affect the legal
effectiveness of our lease agreements according to PRC law, but the real estate administrative authorities may require the parties to the lease agreements to
complete lease registration within a prescribed period of time, and the failure to do so may subject the parties to fines from RMB1,000 to RMB10,000 for
each of such lease agreements. There can be no assurance that legal disputes or conflicts concerning such leases and tenancies will not arise in the future.

As of the date of this Report, we are not aware of any actions, claims or investigations threatened against us or our lessors with respect to the
defects in our leasehold interests. However, if any of our leases is terminated as a result of challenges by third parties or governmental authorities for lack
of title certificates or proof of authorization to lease, we do not expect to be subject to any fines or penalties, but we may be forced to relocate the affected
offices and incur additional expenses relating to such relocation. Any dispute or claim in relation to the titles of the properties that we occupy, including
any litigation involving allegations of illegal or unauthorized use of these properties, could require us to relocate our business operations occupying these
properties.

If we fail to protect our intellectual property rights and proprietary information, we may lose our competitive edge and our brand, reputation and
operations may be materially and adversely affected.

Our corporate name, trademarks and other intellectual properties are essential to our business. We believe our reputation and brand are associated
with our corporate name in Chinese “Sheng Shi Da Lian” and SunCar, and our trademarks, and that this association has contributed to the success of our
business. Our corporate name may be damaged if it is used by third parties whose reputation or brand is not associated with quality, or if such third parties
are otherwise the subject of any adverse publicity. In addition, other parties may use or register trademarks that look similar to our registered trademarks
under certain circumstances, and may cause confusion among consumers. Policing unauthorized use of our corporate name and trademarks can be difficult
and expensive. If any of the foregoing happens, the value of our trademarks and customer recognition of our brand may be adversely affected.
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In addition, litigation may be necessary to enforce our intellectual property rights, protect our trademarks or determine the validity and scope of
the proprietary rights of others. Such litigation may be costly and may divert management’s attention away from our business. An adverse determination in
any such litigation would impair our intellectual property rights and may harm our business, prospects and reputation. Enforcement of judgments in China
is uncertain, and even if we are successful in litigation, it may not provide us with an effective remedy. In addition, we have no insurance coverage against
litigation costs and would have to bear all costs arising from such litigation to the extent we are unable to recover them from other parties. The occurrence
of any of the foregoing could have a material adverse effect on our business, financial condition and results of operations.

We may be subject to intellectual property infringement claims or other allegations by third parties, which may materially and adversely affect our
business, results of operations and prospects.

Our current businesses in auto elnsurance and auto service are largely depending on our online platforms. Our online Platforms are established
based on large amounts of softcopies. In particular, leading companies in the software own large number of softcopies, which they may use to assert claims
against us. From time to time, third parties holding such intellectual property rights, including companies, competitors, patent holding companies,
customers and/or non-practicing entities, may assert softcopies or other intellectual property claims against us, our customers and partners, and those from
whom we license technology and intellectual property.

Although we believe that our platforms do not infringe upon the intellectual property rights of third parties, we cannot be certain that our
operations do not or will not infringe upon or otherwise violate intellectual property rights or other rights held by third parties. Even if there is no
infringement, due to the uncertainty and inferiority of Chinese Intellectual Property Laws, we may be from time to time in the future subject to legal
proceedings and claims relating to the intellectual property rights or other rights of third parties, some even without merit. If we are forced to defend
against any infringement or misappropriation claims, whether they are with or without merit, are settled out of court, or are determined in our favor, we
may be required to expend significant time and financial resources on the defense of such claims. Regardless of the merits or eventual outcome, such a
claim could adversely impact our brand and business. Any such assertions may require us to enter into royalty arrangement or result in us being unable to
use certain intellectual property. Infringement assertions by third parties may involve patent holding companies or other patent owners who have no
relevant product revenue, and therefore our own issued and pending patents may provide little or no deterrence to these patent owners in bringing
intellectual property right claims against us. Furthermore, an adverse outcome of a dispute may require us to pay damages, potentially including treble
damages and attorney’s fees, if are found to have willfully infringed a party’s intellectual property; case making, licensing or using our solutions that are
alleged to infringe or misappropriate the intellectual property of others; expend additional development resources to redesign our solutions’ enter into
potentially unfavorable royalty or license agreements in order to obtain the right to use necessary technologies or works; and to indemnify our partners,
customers and other third parties. Any of these events could adversely impact our business, results of operations and financial condition.

Additionally, there may be third-party intellectual property rights or other rights that are infringed by our products, services or other aspects of our
business without our awareness. To the extent that our employees or consultants use intellectual property owned by others in their work for us, disputes
may arise as to the rights in related know-how and inventions or other proprietary assets. If any third-party infringement claims are brought against us, we
may be forced to divert management’s time and other resources from our business and operations to defend against these claims, regardless of their merits.

The application and interpretation of China’s intellectual property laws and the procedures and standards for granting trademarks, copyrights,
know-how or other intellectual property rights in China, and the laws governing personal rights are still evolving and remain uncertain, and we cannot
assure you that PRC courts or regulatory authorities would agree with our analysis. If we were found to have violated the intellectual property rights of
others, we may be subject to liability for our infringement activities or may be prohibited from using such intellectual property or relevant contents, and we
may incur licensing or usage fees or be forced to develop alternatives of our own. As a result, our reputation may be harmed and our business and financial
performance may be materially and adversely affected.




Our operations depend on the performance of the Internet and mobile Internet infrastructure and telecommunications networks in China, which may
not be able to support the demands associated with our continued growth.

Almost all access to the Internet in China is maintained through state-owned telecommunication operators under the administrative control and
regulatory supervision of the Ministry of Industry and Information Technology ( or the “MIIT”). Moreover, we primarily rely on a limited number of
telecommunications service providers to provide us with data communications capacity through local telecommunications lines and internet data centers to
host our servers. We have limited access to alternative networks or services in the event of disruptions, failures or other problems with the Internet
infrastructure or the telecommunications networks in China. We cannot assure you that these infrastructures will be able to support the demands associated
with the continued growth in usage.

With the expansion of our business, we may be required to upgrade our facilities, technology, operational and information technology
infrastructure to keep up with our business growth, which may require substantial investment. In addition, we may need to devote significant resources to
creating, supporting and maintaining our mobile APPs, given the increasing trend of accessing the Internet through smart phones, tablets and other mobile
devices and the continual release of new mobile devices and mobile platforms. However, we may not be able to effectively develop or enhance these
technologies on a timely basis or at all, which may decrease end consumers’ satisfaction and efficiency of our business process. Our failure to keep pace
with rapid technological changes may impact our ability to retain or attract end consumers of our products and services or generate income, and have an
adverse effect on our business and results of operations.

Our limited insurance coverage could expose us to significant costs and business disruption.

We believe we maintain insurance policies covering risks in line with industry standards. We maintain limited business liability, litigation and
property insurance. We maintain no liability insurance coverage over our major assets and facilities and do not plan to carry such insurance. This is
consistent with our digitalized and online business model which is light on tangible assets (approximately 5% of our total assets consist of property, plant
and equipment). We do not have any business interruption insurance. Any uninsured occurrence of business disruption, litigation or natural disaster, or
significant damages to our uninsured equipment or facilities could have an adverse effect on our results of operations. We do not maintain key-man life
insurance either. The insurance companies in China currently offer limited business-related insurance products. As such, currently we may not be able to
insure certain risks related to our assets or business even if we desire to. If we were to incur substantial losses or liabilities due to natural disaster, disruption
in our network infrastructure or business operations, or any material litigation, our results of operations could be materially and adversely affected. Our
current insurance coverage may not be sufficient to prevent us from any loss, and we may not be able to successfully claim our losses under our current
insurance policies on a timely basis, or at all. If we incur any loss beyond the coverage of our insurance policies, or the amount indemnified is significant
less than our actual loss, our business, financial condition and results of operations could be materially affected.
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We face risks related to natural disasters, health epidemics and other outbreaks, which could significantly disrupt our operations.

In addition to the impact of COVID-19, our business could be materially and adversely affected by natural disasters, health epidemics or other
public safety concerns affecting China. Natural disasters may give rise to server interruptions, breakdowns, system failures, technology platform failures or
internet failures, which could cause the loss or corruption of data or malfunctions of software or hardware as well as adversely affect our ability to operate
our platform and provide services and solutions. In recent years, there have been outbreaks of epidemics in China and globally, such as HIN1 flu, avian flu
or another epidemic. Our business operations could be disrupted by any of these epidemics. In addition, our results of operations could be adversely
affected to the extent that any health epidemic harms the Chinese economy in general. A prolonged outbreak of any of these illnesses or other adverse
public health developments in China or elsewhere in the world could have a material adverse effect on our business operations. Such outbreaks could
significantly impact the insurance industry, which could severely disrupt our operations and adversely affect our business, financial condition and results of
operations. Our headquarters are located in Beijing, where most of our management and employees currently reside. Consequently, if any natural disasters,
health epidemics or other public safety concerns were to affect Beijing, our operation may experience material disruptions, which may materially and
adversely affect our business, financial condition and results of operations.

Risks Related to SunCar’s Insurance Services

We participate in the business as an insurance intermediary, therefore, we only obtained necessary licenses for the sale of insurance, but these
insurances do not allow us to create/modify insurance products either.

We are the leading online auto insurance platform in China, and help customers to apply for insurance quickly and easily. Insurance industry is a
highly-regulated industry in China, participating the sale, even resale of insurance requires certain permission or approval by PRC regulatory authorities.
As a platform provider, we need to obtain such permission or approval for sale of insurance, and we are holding valid license, but we are not allowed to
create or modify insurance products. Currently, we believe such limitation will not pose any influences or difficulties for SunCar to keep providing
platform services, however, if SunCar decides to start providing insurance directly, or any regulations change to require us to hold other additional
permissions or approvals to keep being a platform provider, SunCar may have to spare costs and time to get the license and to be qualified, if which there
can be no assurance.

Our business is subject to regulation and administration by the China Banking and Insurance Regulatory Commission and other government
authorities, and failure to comply with any applicable regulations and rules by us could result in financial losses or harm to our business.

We are subject to the PRC Insurance Law, Regulatory Provisions on Professional Insurance Agencies, and related rules and regulations. Our
businesses in auto elnsurance and other insurance areas are extensively regulated by the China Banking and Insurance Regulatory Commission
(“CBIRC”), which has been given wide discretion in its administration of these laws, rules and regulations as well as the authority to impose regulatory
sanctions on us. Under the amendments to the PRC Insurance Law promulgated in 2009, the CBIRC has been granted greater regulatory oversight over the
PRC insurance industry, in part to afford policyholders more protection.

The terms and premium rates of the insurance products we carry, the commission rates we earn, as well as the way we operate our auto elnsurance
businesses, are subject to regulations. Changes in these regulations may affect our profitability on the products we sell. For example, the CBIRC
promulgated a series of regulations and implementation directives to strengthen the regulation of the premium and commission rates for commercial motor
vehicle insurance since February 2015. In July 2017, the CBIRC’s Notice to Overhaul Chaotic Auto Insurance Market was promulgated, aiming to
strengthen regulation of the auto elnsurance market. Such regulation prohibits, among other things, insurance intermediaries from giving inappropriate
rebates to the insured when promoting insurance products, and imposes various restrictions on insurance companies in relation to risk management and
cooperation with third-party insurance intermediaries. In January 2019, the CBIRC promulgated the “Notice on Further Strengthening Regulation on Auto
Insurance” to further regulate auto elnsurance market conducts including, among other things, charging commissions. As recent as September 2, 2020,
CBIRC released guidance of The Implementation of Comprehensive Reform of Auto Insurance (CBIRC Supervision and Development No. 41 2020,
hereinafter referred to as “No. 41 2020 Guidance”), which took effect on September 19, 2020, and set phased goals for insurance companies to “reduce
price, increase insurance policy volume, and improve quality”, which significantly reduced premium and commission rates. Any tightening of regulations
or administrative measures on insurance premiums or insurance agency commissions could have material adverse impact on the revenue and profitability of
our auto elnsurance business, if we are not able to increase our insurance business volume sufficiently to compensate for the reduced revenue generated
from auto elnsurance commission, or pass on any downward impact on our commission rates to our external referral sources.
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Regardless, failure to comply with any of the laws, rules and regulations to which we are subject could result in fines, restrictions on business
expansion, which could materially and adversely affect us. The laws, rules and regulations under which we are regulated may change from time to time,
and there is uncertainty associated with their interpretation and application. We cannot assure you that future legislative or regulatory changes would not
have a material adverse effect on our business, results of operations and financial condition.

Misconduct of the external referral sources we engaged to promote our auto elnsurance services is difficult to detect and deter and could harm our
reputation or lead to regulatory sanctions or litigation costs.

We promote insurance products through external sales representatives. In addition, we also engage them to deepen our market penetration and
broaden end consumer reach. The activities and regulatory compliance of these sales and marketing forces associated with our auto elnsurance business are
subject to the terms of the agreements we entered into with them and subject to applicable PRC laws. Misconduct of any of them could result in violation
of law by us, regulatory sanctions, litigation or serious reputational or financial harm. Misconduct could include:

e making misrepresentation when marketing or selling insurance to customers;
e hindering insurance applicants from making full and accurate mandatory disclosures or inducing applicants to make misrepresentations;
e hiding or falsifying material information in relation to insurance contracts;

e fabricating or altering insurance contracts without authorization from relevant parties, selling false policies, or providing false documents on
behalf of the applicants;

e falsifying auto elnsurance business or fraudulently returning insurance policies to obtain commissions;

e colluding with applicants, insureds, or beneficiaries to obtain insurance benefits;

e engaging in false or falsified claims; or

e otherwise not complying with laws and regulations or our control policies, procedures, and undertakings.

On April 24, 2015, the PRC Insurance Law was amended and consequently on February 1, 2018, the CBIRC amended the Provisions on the
Supervision of Insurance Brokerages and the Provisions on the Supervision of Insurance Claims Adjusting Firms. Furthermore, on November 12, 2020, the
CBIRC promulgated the Regulatory Provisions on Insurance Agents, which became effective 1 January 2021, repealing the Provisions on the Supervision
of Professional Insurance Agencies. These amendments have made a number of significant changes to the regulatory regime, including eliminating the
requirement for insurance agent to obtain a qualification certificate issued by the CBIRC. The elimination of the certificate requirement may result in an
increase in misconduct by persons engaged in promoting insurance products, in particularly sales misrepresentation. We have set up in contractual terms to
deter misconduct by external sales representatives and referral sources. However, the measures and precautions we take to prevent and detect these
activities may not be effective in all cases, and even effective, may be delayed under certain circumstances. We cannot assure you, therefore, that
misconduct by any of the external sales representatives or our external referral sources may not occur, whether unintentional or otherwise, which may
negatively impact our business, results of operations or financial condition. In addition, the general increase in misconduct in the industry could potentially
harm the reputation of the industry and have an adverse impact on our business.
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Examinations and investigations by the PRC regulatory authorities may result in fines and/or other penalties that may have a material adverse effect
on our reputation, business, results of operations and financial condition.

From time to time, the CBIRC carries out comprehensive evaluations and inspections of the internal control and financial and operational
compliance of PRC auto elnsurance companies in China. As a participant in the auto elnsurance industry in China, we are subject to periodic or ad hoc
examinations and investigations by various PRC regulatory authorities in respect of our compliance with PRC laws and regulations, which may impose
fines and/or other penalties on us. There is no assurance that we will be able to meet all applicable regulatory requirements and guidelines, or comply with
all applicable regulations at all times, or that we will not be subject to fines or other penalties in the future as a result of regulatory inspections.

Consumers may increasingly decide to purchase insurance directly from insurance companies, which would have a material adverse impact on our
financial condition, results of operations and prospects.

The advancement of financial technologies, or FinTech, and the emergence of Internet insurance products allow insurance companies to directly
access to a broader customer base at a low cost, and consumers may increasingly decide to purchase insurance directly from insurance companies. A rising
number of traditional insurance companies have established their own online platforms to sell Internet insurance products directly to consumers. More
recently, the advent of a few online-only Internet insurance companies, such as ZhongAn Online P&C Insurance Co., Ltd., is regarded as an emerging force
to further disintermediate China’s insurance industry. The process of eliminating agencies as intermediaries, known as “disintermediation,” could place us
at a competitive disadvantage and reduce the need for our products and services. Disintermediation could also result in significant decrease in business
volume and loss of commission income from our auto elnsurance business, which could have a material adverse effect on our business, financial condition,
results of operations and prospects.

Because the commission revenue we earn on the sale of insurance products is based on premium and commission rates set by insurance companies,
any decrease in these premiums or commission rates, or increase in the referral fees we pay to our external referral sources, may have an adverse effect
on our results of operation.

We derive a majority of our revenue from our auto elnsurance business by earning commissions from insurance companies we cooperate with.
The commissions we receive from insurance companies on the insurance policies sold are generally calculated as a percentage of the insurance premiums
paid by the insured. Our revenue and results of operations are thus directly affected by the size of insurance premiums and the commission rates for such
policies.

Insurance premiums and commission rates can change based on the prevailing economic, regulatory, taxation-related and competitive factors that
affect insurance companies and end consumers. These factors, many of which are not within our control, include insurance companies’ expectation on
profits, consumer demand for insurance products in the market, the availability and pricing of comparable products offered by other insurance companies,
and the end consumers themselves. In addition, premium rates for certain auto elnsurance products that each automobile owner in the PRC is legally
required to purchase, are tightly regulated by the CBIRC. As a result, we may experience downward pressure on our commissions from time to time.

On the other hand, we engage external referral sources in different geographical areas to promote insurance products, and pay referral fees to them
for referring end consumers to us. We may adjust the rates of referral fees at our discretion, depending on the competitive landscape and market conditions
in the respective geographical markets. Accordingly, any increase in such rates would reduce our profit margin.

Because we do not determine, and cannot predict, the timing or extent of premium or commission rate changes, we cannot predict the effect any of
these changes may have on our operations. Any decrease in premiums or commission rates we receive, and/or any increase in the rates of referral fees we
pay to our external referral sources, could significantly affect our profitability. In addition, our capital expenditures and other expenditures may be
disrupted by unexpected decreases in revenue caused by decreases in premiums or commission rates, thereby adversely affecting our operations and
business plans.
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The insurance business is historically cyclical in nature, and there may be periods with excess underwriting capacity and unfavorable premium rates,
which may negatively affect SunCar’s overall revenues. SunCar also plans to further develop new insurance products narrowly tailored to the new
trend in the car industry, but there is no guarantee that such innovation will receive positive feedback from the market or bring more revenues to
SunCar.

The insurance business is historically cyclical in nature. Such fluctuations in our operating results could be due to a number of other factors, many
of which may be outside of our control, including the severe control from CBIRC, competition between insurance companies, frequency, and severity of
catastrophic events, levels of capacity, adverse litigation trends, regulatory constraints, general economic conditions, and other factors. The supply of
insurance is related to prevailing prices, the level of insured losses, and the level of capital available to the industry that, in turn, may fluctuate in response
to changes in rates of return on investments being earned in the insurance industry. As a result, the auto insurance business historically has been a cyclical
industry characterized by periods of intense price competition due to excessive underwriting capacity, as well as periods when shortages of capacity
increased premium levels. Since the fluctuation of insurance premiums are periodic and are now set at a very low level, therefore, SunCar anticipates the
auto elnsurance services to be profitable again after such period. However, there is no guarantee that SunCar’s estimation is correct, or the CBIRC will
raise the set rate, if the CBIRC does not raise the premium rate, or such a low-level period prolonged, auto elnsurance service business may negatively
impact SunCar’s ability to generate profit and indirectly influence the price of our Ordinary Shares.

The NEV Market has been undergoing rapid growth all over the world, with Chinese NEV market experiencing an explosive expansion. In recent
years, Chinese government has issued different kinds of policies to stimulate more and more companies to manufacture the NEV vehicles and motivate the
customer to purchase of the NEV vehicles. Therefore, SunCar plans to directly cooperate with original equipment manufacturers (OEMs) so that we can
have higher margin in providing the services and products. At the same time, SunCar will also very actively negotiate with insurance companies partnered
with us for customized insurance for NEV owners. However, as mentioned, we are not an insurance provider, but an insurance intermediary, therefore, we
have no control regarding the time to release a new product. In addition, The product development and filing process can be itself challenging and
expensive, and our insurance partners may shift partial costs to us through lowering the commission. The process can also be delayed. Moreover, there
could be an inability to obtain regulatory approval on a product filing. The nature of the product development and filing cycles may cause us to experience
delays between the time we incur expenses associated with pushing forward the research and development and the time we generate revenues, if any, from
the new products. If we spend a significant amount of resources on driving the research and development, and our efforts do not lead to the successful
introduction or improvement of products that are competitive in the marketplace, this could materially and adversely affect our business and results of
operations. Additionally, there could be a change in the anticipated customer demand for a product we are developing before the product is released.
Customer demand could decrease after the development cycle has begun. A decrease in customer demand for a new or improved product could cause us to
fall short of our sales targets, and we might not be able to avoid the substantial costs associated with the product’s development or improvement. If we are
unable to complete product development and filing cycles successfully, in a timely manner, that meets customer demand for new or improved products, and
generate revenues from these future products, the growth of our business could be harmed.

Risks Related to Doing Business in China

China’s economic, political and social conditions, as well as regulatory policies, significantly affect the overall economic growth of China, which could
reduce the demand for our services, and materially and adversely affect our competitive position.

We are a holding company and all of our operating entities are incorporated and operated in China. Accordingly, our financial condition and
results of operations are subject to the economic, political and legal developments in China. China’s economy differs from the economies of developed
countries in many respects, including the amount of government involvement, level of development, growth rate, control of foreign exchange and
allocation of resources. While China’s economy has experienced significant growth in the past few decades, growth has been uneven across different
regions and economic sectors and we cannot assure you that such growth is sustainable, especially under the current COVID-19 Pandemic. The PRC
government has implemented various measures to encourage economic development and guide the allocation of resources. Some of these measures benefit
the overall PRC economy, but may negatively affect us. For example, our business, financial condition and results of operations may be adversely affected
by the following factors:

e an economic downturn in China or any regional market in China;

e inaccurate assessment of the economic conditions of the markets in which we operate;

e economic policies and initiatives undertaken by the PRC government;

e changes to prevailing market interest rates;

e decrease in automobile use in China; and

e ahigher rate of bankruptcy.
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In addition, an unfavorable financial or economic environment in recent years, including as a result of continued global financial uncertainties and
the rising tension over trade between China and the U.S., have had and may continue to have an adverse impact on investors’ confidence and financial
markets in China. Moreover, concerns over capital market volatility, issues of liquidity, inflation, geopolitical issues, the availability and cost of credit and
concerns about the rate of unemployment have resulted in adverse market conditions in China, which may materially and adversely affect our business,
financial condition and results of operations.

Changes in the economic, political and social conditions or the relevant policies of the PRC government, such as changes in laws and regulations
(or the interpretation thereof) or restrictive financial measures, could have an adverse effect on the overall economic growth of the PRC, which could
subsequently hinder our current or future business, growth strategies, financial condition and results of operations.

A severe or prolonged downturn in Chinese or global economy could materially and adversely affect our business and financial condition.

COVID-19 had a severe and negative impact on the Chinese economy, and the Chinese economy has still not fully recovered. Whether this will
lead to a prolonged downturn in the economy is still unknown. Even before the outbreak of COVID-19, the global macroeconomic environment was facing
numerous challenges. The growth rate of the Chinese economy had already been slowing since 2010. There is considerable uncertainty over the long-term
effects of the expansionary monetary and fiscal policies which had been adopted by the central banks and financial authorities of some of the world’s
leading economies, including the United States and China, even before 2020. Unrest, terrorist threats and ongoing and potential wars may increase market
volatility across the globe. In particular, the military conflict between Russia and Ukraine may continue its damaging effect on the global supply chains, in
particular that of oil and gas, which in turn could affect automobile usage in China and thus negatively impact our business. There have also been concerns
about the relationship between China and other countries, including the surrounding Asian countries, which may potentially have economic effects. In
particular, there is significant uncertainty about the future relationship between the United States and China with respect to trade policies, treaties,
government regulations and tariffs. Economic conditions in China are sensitive to global economic conditions, as well as changes in domestic economic
and political policies and the expected or perceived overall economic growth rate in China. Any severe or prolonged slowdown in the global or Chinese
economy may materially and adversely affect our business, results of operations and financial condition.

PRC regulations relating to investments in offshore companies by PRC residents may subject our PRC-resident beneficial owners or our PRC
Operating Entities to liability or penalties, limit our ability to inject capital into our PRC Operating Entities or limit the ability of our PRC Operating
Entities to increase their registered capital or distribute profits.

As an offshore holding company of our PRC subsidiary, SunCar may make loans or make additional capital contributions to our subsidiaries,
subject to satisfaction of applicable governmental registration and approval requirements.

Any loans we extend to our PRC Operating Entities, which are treated as foreign-invested enterprises under PRC law, cannot exceed the statutory
limit and must be registered with the local counterpart of the State Administration of Foreign Exchange (“SAFE”).

In July 2014, SAFE promulgated the Circular on Relevant Issues Concerning Foreign Exchange Control on Domestic Residents’ Offshore
Investment and Financing and Roundtrip Investment through Special Purpose Vehicles, or SAFE Circular 37, which replaces the previous SAFE Circular
75. SAFE Circular 37 requires PRC residents, including PRC individuals and PRC corporate entities, to register with SAFE or its local branches in
connection with their direct or indirect offshore investment activities. SAFE Circular 37 is applicable to our shareholders who are PRC residents and may
be applicable to any offshore acquisitions that we may make in the future.
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Under SAFE Circular 37, PRC residents who make, or have prior to the implementation of SAFE Circular 37 made, direct or indirect investments
in offshore special purpose vehicles, or SPVs, are required to register such investments with SAFE or its local branches. In addition, any PRC resident who
is a direct or indirect shareholder of an SPV, is required to update its registration with the local branch of SAFE with respect to that SPV, to reflect any
material change. Moreover, any subsidiary of such SPV in China is required to urge the PRC resident shareholders to update their registration with the local
branch of SAFE to reflect any material change. If any PRC resident shareholder of such SPV fails to make the required registration or to update the
registration, the subsidiary of such SPV in China may be prohibited from distributing its profits or the proceeds from any capital reduction, share transfer or
liquidation to the SPV, and the SPV may also be prohibited from making additional capital contributions into its subsidiaries in China. In February, 2015,
SAFE promulgated a Notice on Further Simplifying and Improving Foreign Exchange Administration Policy on Direct Investment, or SAFE Notice 13.
Under SAFE Notice 13, applications for foreign exchange registration of inbound foreign direct investments and outbound direct investments, including
those required under SAFE Circular 37, must be filed with qualified banks instead of SAFE. Qualified banks should examine the applications and accept
registrations under the supervision of SAFE. We have used our best efforts to notify PRC residents or entities who directly or indirectly hold shares in our
Cayman Islands holding company and who are known to us as being PRC residents to complete the foreign exchange registrations. However, we may not
be informed of the identities of all the PRC residents or entities holding direct or indirect interest in our company, nor can we compel our beneficial owners
to comply with SAFE registration requirements. We cannot assure you that all other shareholders or beneficial owners of ours who are PRC residents or
entities have complied with, and will in the future make, obtain or update any applicable registrations or approvals required by, SAFE regulations. Failure
by such shareholders or beneficial owners to comply with SAFE regulations, or failure by us to amend the foreign exchange registrations of our PRC
Operating Entities, could subject us to fines or legal sanctions, restrict our overseas or cross-border investment activities, and limit our PRC Operating
Entities’ ability to make distributions or pay dividends to us or affect our ownership structure, which could adversely affect our business and prospects.

Furthermore, as these foreign exchange and outbound investment related regulations are relatively new and their interpretation and
implementation has been constantly evolving, it is unclear how these regulations, and any future regulation concerning offshore or cross-border
investments and transactions, will be interpreted, amended and implemented by the relevant government authorities. For example, we may be subject to a
more stringent review and approval process with respect to our foreign exchange activities, such as remittance of dividends and foreign-currency-
denominated borrowings, which may adversely affect our financial condition and results of operations. We cannot assure you that we have complied or will
be able to comply with all applicable foreign exchange and outbound investment related regulations. In addition, if we decide to acquire a PRC domestic
company, we cannot assure you that we or the owners of such company, as the case may be, will be able to obtain the necessary approvals or complete the
necessary filings and registrations required by the foreign exchange regulations. This may restrict our ability to implement our acquisition strategy and
could adversely affect our business and prospects.

In light of the various requirements imposed by PRC regulations on loans to, and direct investment in, PRC entities by offshore holding
companies, we cannot assure you that we will be able to complete the necessary government registrations or obtain the necessary government permissions
or approvals on a timely basis, if at all, with respect to future loans to the PRC Operating Entities or future capital contributions by us to our PRC
Operating Entities. If we fail to complete such registrations or obtain such permissions or approvals, our ability to fund our PRC operations may be
negatively affected, which could materially and adversely affect our liquidity and our ability to fund and expand our business.

Substantial uncertainties exist with respect to the interpretation and implementation of the PRC Foreign Investment Law and how it may impact the
viability of our current corporate structure, corporate governance and business operations.

On March 15, 2019, the National People’s Congress approved the PRC Foreign Investment Law, which took effect on January 1, 2020 and
replaced three existing laws on foreign investments in China, namely, the PRC Equity Joint Venture Law, the PRC Cooperative Joint Venture Law and the
Wholly Foreign-owned Enterprise Law, together with their implementation rules and ancillary regulations. The PRC Foreign Investment Law embodies an
expected PRC regulatory trend to rationalize its foreign investment regulatory regime in line with prevailing international practice and the legislative efforts
to unify the corporate legal requirements for both foreign and domestic invested enterprises in China. The PRC Foreign Investment Law establishes the
basic framework for the access to, and the promotion, protection and administration of foreign investments in view of investment protection and fair
competition.
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According to the PRC Foreign Investment Law, “foreign investment” refers to investment activities directly or indirectly conducted by one or
more natural persons, business entities, or otherwise organizations of a foreign country (collectively referred to as “foreign investor”) within China, and the
investment activities include the following situations: (i) a foreign investor, individually or collectively with other investors, establishes a foreign-invested
enterprise within China; (ii) a foreign investor acquires stock shares, equity shares, shares in assets, or other like rights and interests of an enterprise within
China; (iii) a foreign investor, individually or collectively with other investors, invests in a new project within China; and (iv) investments in other means
as provided by laws, administrative regulations, or the State Council.

According to the PRC Foreign Investment Law, the State Council will publish or approve to publish the “negative list” for special administrative
measures concerning foreign investment. The PRC Foreign Investment Law grants national treatment to foreign-invested entities, or FIEs, except for those
FIEs that operate in industries deemed to be either “restricted” or “prohibited” in the “negative list”. On December 28, 2020, the National Development and
Reform Commission and the Ministry of Commerce publicly released the Directory of Industries to Encourage Foreign Investment (Encouraged
Catalogue) (2020 Edition). On December 27, 2021, the National Development and Reform Commission of China (“NDRC”) and the Ministry of
Commerce (“MOFCOM?”) jointly issued the Special Administrative Measures for Foreign Investment Access (Negative List) (2021 Edition), and the
Special Administrative Measures for Foreign Investment Access in Pilot Free Trade Zones (Negative List) (2021 Edition), effective January 1, 2022. As per
these policies, the national negative list of foreign investment access was reduced from 33 to 31, and the negative list of foreign investment access in the
FTZ was reduced from 30 to 27. Industries listed in the 2020 Encouraged Catalogue are the encouraged industries. On the other hand, industries listed in
the 2021 Negative List are subject to special management measures. For example, establishment of wholly foreign-owned enterprises is generally allowed
in industries outside of the 2021 Negative List. Also, foreign investors are not allowed to invest in industries that are expressly prohibited in the 2021
Negative List. The industries that are not expressly prohibited in the Negative List are still subject to government approvals and certain special
requirements.

As a company operating its business in auto service, auto elnsurance service and technology service, which are not included in the 2021 Negative
List, SunCar believes its business is not subject to any ownership restrictions. However, in the event the 2021 Negative List is amended in the future to
include any of the business SunCar is operating, our ownership structure could be subject to change to the extent our structure is not given any
“grandfather” protection.

The PRC government will also establish a foreign investment information reporting system, according to which foreign investors or foreign-
invested enterprises shall submit investment information to the competent department for commerce concerned through the enterprise registration system
and the enterprise credit information publicity system, and a security review system under which the security review shall be conducted for foreign
investment affecting or likely affecting the state security.

Furthermore, the PRC Foreign Investment Law provides that foreign invested enterprises established according to the existing laws regulating
foreign investment may maintain their structure and corporate governance within five years after the implementing of the PRC Foreign Investment Law.

In addition, the PRC Foreign Investment Law also provides several protective rules and principles for foreign investors and their investments in
the PRC, including, among others, that a foreign investor may freely transfer into or out of China, in Renminbi or a foreign currency, its contributions,
profits, capital gains, income from disposition of assets, royalties of intellectual property rights, indemnity or compensation lawfully acquired, and income
from liquidation, among others, within China; local governments shall abide by their commitments to the foreign investors; governments at all levels and
their departments shall enact local normative documents concerning foreign investment in compliance with laws and regulations and shall not impair
legitimate rights and interests, impose additional obligations onto FIEs, set market access restrictions and exit conditions, or intervene with the normal
production and operation activities of FIEs; except for special circumstances, in which case statutory procedures shall be followed and fair and reasonable
compensation shall be made in a timely manner, expropriation or requisition of the investment of foreign investors is prohibited; and mandatory technology
transfer is prohibited.
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The Chinese government exerts substantial influence over the manner in which we must conduct our business activities. We are currently not required
to obtain permission or approval from Chinese authorities to list on U.S exchanges, however, if we were required to obtain permission or approval in
the future and were denied permission or approval from Chinese authorities to list on U.S. exchanges, we will not be able to continue listing on U.S.
exchange and the value of our ordinary shares may significantly decline or be worthless, which would materially affect the interest of the investors.

The Chinese government has exercised and continues to exercise substantial control over virtually every sector of the Chinese economy through
regulation and state ownership. Our ability to operate in China may be harmed by changes in its laws and regulations, including those relating to taxation,
environmental regulations, land use rights, property and other matters. The central or local governments of these jurisdictions may impose new, stricter
regulations or interpretations of existing regulations that would require additional expenditures and efforts on our part to ensure our compliance with such
regulations or interpretations. Accordingly, government actions in the future, including any decision not to continue to support recent economic reforms
and to return to a more centrally planned economy or regional or local variations in the implementation of economic policies, could have a significant
effect on economic conditions in China or particular regions thereof, and could require us to divest ourselves of any interest we then hold in Chinese
properties.

As such, SunCar’s business segments may be subject to various government and regulatory interference in the provinces in which they operate.
SunCar could be subject to regulation by various political and regulatory entities, including various local and municipal agencies and government sub-
divisions. SunCar may incur increased costs necessary to comply with existing and newly adopted laws and regulations or penalties for any failure to
comply. The Chinese government may intervene or influence our operations at any time with little advance notice, which could result in a material change
in our operations and in the value of our ordinary shares. Any actions by the Chinese government to exert more oversight and control over transaction that
are conducted overseas and/or foreign investment in China-based issuers could significantly limit or completely hinder our ability to offer or continue to
offer securities to investors and cause the value of such securities to significantly decline or be worthless.

Furthermore, it is uncertain when and whether SunCar will be required to obtain permission or approval from the PRC government to list on U.S.
exchanges in the future, and even when such permission or approval is obtained, whether it will be denied or rescinded. Although SunCar is currently not
required to obtain permission from any of the PRC government to obtain such permission or approval and has not received any denial to list on the U.S.
exchange, our operations could be adversely affected, directly or indirectly, by existing or future laws and regulations relating to its business or industry. As
a result, our ordinary shares may decline in value dramatically or even become worthless should we become subject to new requirement to obtain
permission or approval from the PRC government to list on U.S. exchange in the future.

Recently, the General Office of the Central Committee of the Communist Party of China and the General Office of the State Council jointly issued
the Opinions on Severe and Lawful Crackdown on Illegal Securities Activities, which was available to the public on July 6, 2021. These opinions
emphasized the need to strengthen the administration over illegal securities activities and the supervision on overseas listings by China-based companies.
These opinions proposed to take effective measures, such as promoting the construction of relevant regulatory systems, to deal with the risks and incidents
facing China-based overseas-listed companies and the demand for cybersecurity and data privacy protection. As these opinions were recently issued,
official guidance and interpretation of the opinions remain unclear in several respects at this time. Therefore, we cannot assure you that we will remain
fully compliant with all new regulatory requirements of these opinions or any future implementation rules on a timely basis, or at all.

Uncertainties with respect to the PRC legal system, including uncertainties regarding the enforcement of laws, and sudden or unexpected changes in
laws and regulations in China could adversely affect us and limit the legal protections available to you and us.

The PRC Operating Entities were formed under and are governed by the laws of the PRC. The PRC legal system is based on written statutes. Prior
court decisions may be cited for reference, but have limited precedential value. In 1979, the PRC government began to promulgate a comprehensive system
of laws and regulations governing economic matters in general, such as foreign investment, corporate organization and governance, commerce, taxation
and trade. As a significant part of our business is conducted in China, our operations are principally governed by PRC laws and regulations. However, since
the PRC legal system continues to evolve rapidly, the interpretations of many laws, regulations and rules are not always uniform and enforcement of these
laws, regulations and rules involves uncertainties, which may limit legal protections available to us. Uncertainties due to evolving laws and regulations
could also impede the ability of a China-based company, such as our company, to obtain or maintain permits or licenses required to conduct business in
China. In the absence of required permits or licenses, governmental authorities could impose material sanctions or penalties on us. In addition, some
regulatory requirements issued by certain PRC government authorities may not be consistently applied by other PRC government authorities (including
local government authorities), thus making strict compliance with all regulatory requirements impractical, or in some circumstances impossible. For
example, we may have to resort to administrative and court proceedings to enforce the legal protection that we enjoy either by law or contract. However,
since PRC administrative and court authorities have discretion in interpreting and implementing statutory and contractual terms, it may be more difficult to
predict the outcome of administrative and court proceedings and the level of legal protection we enjoy than in more developed legal systems. Furthermore,
the PRC legal system is based in part on government policies and internal rules, some of which are not published on a timely basis or at all and may have
retroactive effect. As a result, we may not be aware of our violation of these policies and rules until sometime after the violation. Such uncertainties,
including uncertainty over the scope and effect of our contractual, property (including intellectual property) and procedural rights, could materially and
adversely affect our business and impede our ability to continue our operations.
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Furthermore, if China adopts more stringent standards with respect to environmental protection or corporate social responsibilities, we may incur
increased compliance costs or become subject to additional restrictions in our operations. Intellectual property rights and confidentiality protections in
China may also not be as effective as in the United States or other countries. In addition, we cannot predict the effects of future developments in the PRC
legal system on our business operations, including the promulgation of new laws, or changes to existing laws or the interpretation or enforcement thereof.
These uncertainties could limit the legal protections available to us and our investors, including you. Moreover, any litigation in China may be protracted
and result in substantial costs and diversion of our resources and management attention.

The PRC government has significant oversight and discretion over the conduct of our business and may intervene or influence our operations as
the government deems appropriate to further regulatory, political and societal goals. The PRC government has recently published new policies that
significantly affected certain industries such as the education and internet industries, and we cannot rule out the possibility that it will in the future release
regulations or policies regarding our industry that could adversely affect our business, financial condition and results of operations. Furthermore, the PRC
government has recently indicated an intent to exert more oversight and control over securities offerings and other capital markets activities that are
conducted overseas and foreign investment in China-based companies like us. Any such action, once taken by the PRC government, could significantly
limit or completely hinder our ability to offer or continue to offer securities to investors and cause the value of such securities to significantly decline or in
extreme cases, become worthless.

We may become subject to a variety of laws and regulations in the PRC regarding privacy, data security, cybersecurity, and data protection. We may be
liable for improper use or appropriation of personal information.

We may become subject to a variety of laws and regulations in the PRC regarding privacy, data security, cybersecurity, and data protection. These
laws and regulations are continuously evolving and developing. The scope and interpretation of the laws that are or may be applicable to us are often
uncertain and may be conflicting, particularly with respect to foreign laws. In particular, there are numerous laws and regulations regarding privacy and the
collection, sharing, use, processing, disclosure, and protection of personal information and other user data. Such laws and regulations often vary in scope,
may be subject to differing interpretations, and may be inconsistent among different jurisdictions.

We expect to obtain information about various aspects of our operations as well as regarding our employees and third parties. We also maintain
information about various aspects of our operations as well as regarding our employees. The integrity and protection of our customer, employee and
company data is critical to our business. Our employees expect that we will adequately protect their personal information. We are required by applicable
laws to keep strictly confidential the personal information that we collect, and to take adequate security measures to safeguard such information.

In general, we expect that data security and data protection compliance will receive greater attention and focus from regulators, both domestically
and globally, as well as continued or greater public scrutiny and attention going forward, which could increase our compliance costs and subject us to
heightened risks and challenges associated with data security and protection. If we are unable to manage these risks, or if we are accused of failing to
comply with such laws and regulations, we could become subject to corrective orders, penalties, including fines, suspension of business, websites, or
applications, and revocation of required licenses, and our reputation and results of operations could be materially and adversely affected.
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Recently, regulatory authorities in China have enhanced data protection and cybersecurity regulatory requirements, many of which are subject to
change and uncertain interpretation. These laws continue to develop, and the PRC government may adopt further rules, restrictions and clarifications in the
future. Moreover, different PRC regulatory bodies, including the Standing Committee of the National People’s Congress (or the “SCNPC”), the MIIT, the
Cyberspace Administration of China (or the “CAC”), the Ministry of Public Security (or the “MPS”) and the State Administration for Market Regulation
(or the “SAMR?”), have enforced data privacy and protections laws and regulations with varying standards and applications. The following are non-
exhaustive examples of certain recent PRC regulatory activities in this area:

Cybersecurity

The PRC Cybersecurity Law, which became effective in June 2017, created China’s first national-level data protection framework for
“network operators.” It requires, among other things, that network operators take security measures to protect the network from unauthorized
interference, damage and unauthorized access and to prevent data from being divulged, stolen or tampered with. Network operators are also
required to collect and use personal information in compliance with the principles of legitimacy, properness and necessity, and strictly collect
and use personal information within the scope of authorization by the subject of such personal information unless otherwise prescribed by
laws or regulations. Significant financial, managerial and human resources are required to comply with such legal requirements, enhance
information security and address any issues caused by security failures. We face the risk of security breaches or similar disruptions. Due to the
data assets we have, our platform is an attractive target and potentially vulnerable to cyberattacks, computer viruses, physical or electronic
break-ins or similar disruptions. Because techniques used to sabotage or obtain unauthorized access to systems evolve continuously and
frequently and generally are not recognized until they are launched against a target, we may be unable to anticipate these techniques or to
implement adequate preventative counter-measures. In addition to advances in technology, an increased level of sophistication and diversity
of our products and services, an increased level of expertise of hackers, new discoveries in the field of cryptography or other risks can result
in the compromise or breach of our websites or our apps. If security measures are breached because of third-party action, employee error,
malfeasance or otherwise, or if design flaws in our technology infrastructure are exposed and exploited, user data or personal information
could be stolen or misused, which could expose us to penalties or other administrative actions, time-consuming and expensive litigation and
negative publicity, materially and adversely affect our business and reputation and deter potential users from using our products and financial
institution partners from cooperating with us, any of which would have a material adverse impact on our results of operations, financial
condition and business prospects.

Data Security

In June 2021, the SCNPC promulgated the PRC Data Security Law, which took effect in September 2021. The PRC Data Security Law,
among other things, provides for security review procedure for data-related activities that may affect national security. It also introduces a data
classification and hierarchical protection system based on the importance of data in terms of economic and social development, as well as the
degree of harm it will cause to national security, public interests, or legitimate rights and interests of individuals or organizations when such
data is tampered with, destroyed, leaked, or illegally acquired or used. Appropriate level of protection measures are required to be taken for
each respective category of data. In addition, the PRC Data Security Law also provides that any organization or individual within the territory
of the PRC shall not provide any foreign judicial body or law enforcement body with any data stored within the territory of the PRC without
the approval of the competent PRC government authorities. A series of regulations, guidelines and other measures have been and are expected
to be adopted to implement the requirements created by the PRC Data Security Law. For example, in July 2021, the State Council
promulgated the Regulations on Protection of Critical Information Infrastructure, which became effective on September 1, 2021. Pursuant to
this regulation, a “critical information infrastructure” is defined as key network facilities or information systems of critical industries or
sectors, such as public communication and information service, energy, transportation, water conservation, finance, public services, e-
government affairs and national defense science, the damage, malfunction or data leakage of which may endanger national security, people’s
livelihoods and the public interest. In December 2021, the CAC, together with other authorities, jointly promulgated the Measures for
Cybersecurity Review (2021 Revision), which became effective on February 15, 2022 and replaces its predecessor regulation. Pursuant to the
Cybersecurity Review Measures, critical information infrastructure operators that procure internet products and services or network platform
operators that carry out data processing activities must be subject to a cybersecurity review if their activities affect or may affect national
security. The Cybersecurity Review Measures further stipulate that network platform operators that hold personal information of over one
million users shall apply with the Cybersecurity Review Office for a cybersecurity review before any public offering at a foreign stock
exchange. As of the date of this annual report, no detailed rules or implementation rules have been issued by any authority and we have not
been informed that we are a “critical information infrastructure operator” by any government authority. However, the exact scope of “critical
information infrastructure operators” under the current regulatory regime remains unclear, and the PRC government authorities may have
wide discretion in the interpretation and enforcement of the applicable laws. Therefore, it is uncertain whether we would be deemed to be a
“critical information infrastructure operator” under PRC law. If we are deemed a “critical information infrastructure operator” under the PRC
cybersecurity laws and regulations, we may be subject to obligations in addition to those with which we are currently obligated to comply.
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On July 7, 2022, the CAC published the Outbound Data Transfer Security Assessment Measures, which took effect on September 1, 2022 and
specify that data processors who intend to provide important data and personal information that are collected and generated in the operation
within the territory of the PRC to overseas shall be subject to security assessment with the CAC. Under the current Outbound Data Transfer
Security Assessment Measures, an entity must apply for a CAC security assessment if it processes personal information of over one million
individuals and outbound transfers personal information, or if it has cumulatively outbound transferred personal information of more than
100,000 individuals or sensitive personal information of more than 10,000 individuals since January 1 of the previous year. The Outbound
Data Transfer Security Assessment Measures further stipulate the process and requirements for the security assessment. However, it remains
uncertain how the PRC government authorities will regulate companies under such circumstances. It is also unclear what constitutes
“outbound data transfer.” These bring more uncertainties with respect to the application and enforcement of the newly published measures,
and we may be subject to such outbound data security assessment with the CAC. We will closely monitor and assess any relevant legislative
and regulatory development and prepare for a security assessment when necessary.

In November 2021, the CAC released the Measures of Regulations on the Network Data Security Administration (Draft for Comments), or
the Draft Regulations on Network Data Security. The Draft Regulations on Network Data Security define “data processors” as individuals or
organizations that can make autonomous decisions regarding the purpose and the manner of their data processing activities such as data
collection, storage, utilization, transmission, publication and deletion. In accordance with the Draft Regulations on Network Data Security,
data processors shall apply for a cybersecurity review for certain activities, including, among other things, (i) the listing abroad of data
processors that process the personal information of more than one million users; (ii) merger, reorganization or division of internet platform
operators that have acquired a large number of data resources related to national security, economic development or public interests affects or
may affect national security; (iii) listing in Hong Kong which affects or may affect national security; or (iv) any data processing activity that
affects or may affect national security. However, there have been no clarifications from the relevant authorities as of the date of this annual
report as to the standards for determining whether an activity is one that “affects or may affect national security.” In addition, the Draft
Regulations on Network Data Security requires that data processors that process “important data” or are listed overseas must conduct an
annual data security assessment by itself or authorize a data security service provider to do so, and submit the assessment report of the
preceding year to the municipal cybersecurity department by the end of January each year. As of the date of this annual report, the Draft
Regulations on Network Data Security has not been formally adopted, and their respective provisions and anticipated adoption or effective
date may be subject to change with substantial uncertainty.

On December 8, 2022, the MIIT promulgated the Measures for Data Security Management in the Industrial and Information Technology
Sector (Trial), or the Measures for Data Security Management, which came into effect on January 1, 2023. The Measures for Data Security
Management stipulate that industrial and telecoms data processors shall implement hierarchical management of industrial and telecoms data,
which will be classified into three levels according to the relevant regulations: general data, important data and core data. The Measures for
Data Security Management also stipulate certain obligations of industrial and telecoms data processors in relation to the implementation of
data security systems, key management, data collection, data storage, data usage, data transmission, data provision, data disclosure, data
destruction, security audits and contingency planning. Industrial and telecoms data processors shall file their catalogues of important data and
core data with the local industrial regulatory authorities for record.
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Personal Information and Privacy

The Anti-monopoly Guidelines for the Platform Economy Sector published by the Anti-monopoly Committee of the State Council, effective
on February 7, 2021, prohibits collection of user information through coercive means by online platform operators.

In August 2021, the SCNPC promulgated the Personal Information Protection Law of the PRC, which took effect on November 1, 2021. The
Personal Information Protection Law provides the protection requirements for processing personal information, and specifies the rules for
processing sensitive personal information, which refers to personal information that, once leaked or illegally used, may easily cause harm to
the dignity of natural persons or cause harm to a person’s safety or property, including information on biometric characteristics, religious
beliefs, specific identities, medical health, financial accounts, individual location tracking and others, as well as personal information of
minors under the age of 14. It also enhances the punishment for illegal processing of personal information and consolidated various
previously promulgated rules with respect to personal information rights and privacy protection. We update our privacy policies from time to
time to meet the latest regulatory requirements of PRC government authorities and adopt technical measures to protect data and ensure
cybersecurity in a systematic way. Nonetheless, the Personal Information Protection Law elevates the protection requirements for personal
information processing, and many specific requirements of this law remain to be clarified by the CAC, other regulatory authorities, and courts
in practice. We may be required to make further adjustments to our business practices to comply with the personal information protection laws
and regulations and any changes in the enforcement or interpretation of such laws and regulations.

On September 17, 2021, the CAC, together with eight other government authorities, jointly issued the Guidelines on Strengthening the
Comprehensive Regulation of Algorithms for Internet Information Services. The guidelines provide that daily monitoring of data use,
application scenarios, and effects of algorithms shall be carried out by relevant regulators, and such relevant regulators shall conduct security
assessments of algorithms. The guidelines also provide that an algorithm filing system shall be established, and classified security
management of algorithms shall be promoted. On December 31, 2021, the CAC, the MIIT, the MPS and the SAMR jointly promulgated the
Administrative Provisions on Internet Information Service Algorithm-Based Recommendation, which took effect on March 1, 2022. The
Administrative Provisions on Internet Information Service Algorithm-Based Recommendation, among others, (i) implement classification and
hierarchical management for algorithm-based recommendation service providers based on various criteria, (ii) require algorithm-based
recommendation service providers to inform users of their provision of algorithm-based recommendation services in a conspicuous manner,
and publicize the basic principles, purpose intentions, and main operating mechanisms of algorithm-based recommendation services in an
appropriate manner, and (iii) require such service providers to provide users with options that are not specific to their personal profiles, or
convenient options to cancel algorithmic recommendation services. We will closely monitor the regulatory development and adjust our
business operations from time to time to comply with the regulations over algorithm-based recommendation.

Many of the data- and data privacy-related laws and regulations are relatively new and certain concepts thereunder remain subject to interpretation

by the regulators. If any data that we possess belongs to data categories that are or may become subject to heightened scrutiny, we may be required to adopt
stricter measures for protection and management of such data. The Cybersecurity Review Measures and the Draft Regulations on Network Data Security
remain unclear on whether the relevant requirements will be applicable to companies that, like us, are already listed in the United States. We cannot predict
the impact of the Cybersecurity Review Measures and the Draft Regulations on Network Data Security, if any, at this stage, and we will closely monitor
and assess any developments in the rule-making process. If the Cybersecurity Review Measures and the enacted version of the Draft Regulations on
Network Data Security mandate clearance of cybersecurity review and other specific actions to be taken by issuers like us, we may face uncertainties as to
whether these additional procedures can be completed by us timely, or at all, which may subject us to government enforcement actions and investigations,
fines, penalties, suspension of our non-compliant operations, or removal of our app from the relevant application stores, and materially and adversely affect
our business and results of operations.
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In general, compliance with the existing PRC laws and regulations, as well as additional laws and regulations that PRC legislative and regulatory
bodies may enact in the future, related to cybersecurity, data security and personal information protection, may be costly and result in additional expenses
to us, and subject us to negative publicity, which could harm our reputation and business operations. There are also uncertainties with respect to how such
laws and regulations will be implemented and interpreted in practice. In light of the fact that laws and regulations on cybersecurity, data privacy and
personal information protection are evolving and uncertainty remains with respect to their interpretation and implementation, we cannot guarantee that we
will be able to maintain full compliance at all times, or that our existing user information protection system and technical measures will be considered
sufficient. Any non-compliance or perceived non-compliance with these laws, regulations or policies may lead to warnings, fines, investigations, lawsuits,
confiscation of illegal gains, revocation of licenses, cancelation of filings or listings, closedown of websites, removal of apps and suspension of downloads,
price drops in our securities or even criminal liabilities against us by government agencies or other individuals.

Based on the understanding of the Company’s legal department, if it is adopted into law, our PRC Operating Entities likely will be required to
perform annual data security assessment either by itself or retaining a third-party data security service provider and submit such data security assessment
report to the local agency if we provide personal information overseas or are treated as data processor for important data as Draft Regulations on Network
Data Security applying to the data process activities by the utilization of the network, as well as the supervision and administration of cybersecurity in
PRC. Upon the effectiveness of the Draft Regulations on Network Data Security, we may have to retain a third-party data security service provider to
conduct annual data security assessment, which may incur additional cost to the operations of our PRC Operating Entities. We cannot guarantee that our
PRC Operating Entities will be able to timely submit such annual data security assessment report as needed, which may be subject to fines or penalties.

As of the date of this Report, our PRC Operating Entities have obtained all the requisite permissions and approvals required for our operations
under the relevant PRC laws and regulations in the PRC. In the event that the applicable laws, regulations or interpretations change such that we are subject
to any mandatory cybersecurity review and other specific actions required by the CAC, we cannot guarantee whether we can complete the process in a
timely manner, or at all. If we inadvertently conclude that such permission or approval is not required, fail to obtain and maintain such permissions or
approvals, licenses or permits required for our business or respond to changes in the regulatory environment, we could be subject to liabilities, penalties
and operational disruption, which may materially and adversely affect our business, operating results, financial condition and the value of our ordinary
shares, significantly limit or completely hinder our ability to offer or continue to offer securities to investors, or cause such securities to significantly
decline in value or become worthless.
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The M&A Rules and certain other PRC regulations may make it more difficult for us to pursue growth through acquisitions.

The Regulations on Mergers and Acquisitions of Domestic Companies by Foreign Investors, or the M&A Rules, adopted by six PRC regulatory
agencies in 2006 and amended in 2009, and some other regulations and rules concerning mergers and acquisitions established complex procedures and
requirements for some acquisitions of Chinese companies by foreign investors, including requirements in some instances that the Ministry of Commerce of
the PRC (“MOFCOM?”), be notified in advance of any change-of-control transaction in which a foreign investor takes control of a PRC domestic
enterprise. Moreover, the Anti-Monopoly Law promulgated by the Standing Committee of the PRC National People’s Congress, which became effective in
2008 requires that transactions which are deemed concentrations and involve parties with specified turnover thresholds must be cleared by MOFCOM
before they can be completed. In addition, the security review rules issued by MOFCOM that became effective in September 2011 specify that mergers and
acquisitions by foreign investors that raise “national defense and security” concerns and mergers and acquisitions through which foreign investors may
acquire de facto control over domestic enterprises that raise “national security” concerns are subject to strict review by MOFCOM, and the rules prohibit
any activities attempting to bypass a security review, including by structuring the transaction through a proxy or contractual control arrangement. On
December 19, 2020, the Measures for the Security Review for Foreign Investment was jointly issued by National Development and Reform Commission
(“NDRC”) and MOFCOM and took effect from January 18, 2021. The Measures for the Security Review for Foreign Investment specified provisions
concerning the security review mechanism on foreign investment, including the types of investments subject to review, review scopes and procedures,
among others.

In the future, we may pursue potential strategic acquisitions that are complementary to our business and operations. Complying with the
requirements of the above-mentioned regulations and other relevant rules to complete such transactions could be time-consuming, and any required
approval processes, including obtaining approval or clearance from MOFCOM or its local counterparts or other relevant governmental authorities, may
delay or inhibit our ability to complete such transactions, which could affect our ability to expand our business or maintain our market share.

The permission or approval of, or filing to, the China Securities Regulatory Commission may be required in future offerings or financings, and, if
required, we cannot predict whether we will be able to obtain such permission or approval, or timely clear the filing requirements.

The M&A Rules require overseas special purpose vehicles controlled by PRC companies or individuals formed for the purpose of seeking a public
listing on an overseas stock exchange through acquisitions of PRC domestic interests using shares of such special purpose vehicles or held by its
shareholders as considerations to obtain the permission or approval of the China Securities Regulatory Commission, or the CSRC, prior to the listing and
trading of such special purpose vehicle’s securities on an overseas stock exchange. SunCar’s legal department, based on its understanding of the current
PRC laws and regulations, our corporate structure and arrangements are not subject to CRSC’s approval under the M&A Rules because Haiyan Trading
was incorporated as a wholly foreign owned enterprise which is mainly controlled by a HK individual. However, there remains uncertainty as to how the
M&A Rules will be interpreted or implemented in the context of an overseas offering and listing the potential impact such modified or new laws and
regulations will have on the daily business operation of the PRC Operating Entities. We cannot assure you that relevant PRC government agencies,
including the CSRC, would reach the same conclusion as we do. The PRC regulatory authorities may in the future promulgate laws, regulations or
implementing rules that requires SunCar and its subsidiaries, including the PRC Operating Entities, to obtain regulatory permission or approval from
Chinese authorities to continue listing in the U.S. If it is determined that CSRC permission or approval is required for the continuous listing on the Nasdaq,
we may face sanctions by the CSRC or other PRC regulatory agencies for failure to obtain or delay in obtaining CSRC permission or approval. These
sanctions may include fines and penalties on our operations in China, limitations on our operating privileges in China, restrictions on or prohibition of the
payments or remittance of dividends by our subsidiaries in China, or other actions that could have a material and adverse effect on our business, financial
condition, results of operations, reputation and prospects, as well as the trading price of our ordinary shares. In addition, if the CSRC or other regulatory
agencies later promulgate new rules or explanations requiring that we obtain their permissions or approvals for the continuous listing on the Nasdaq, we
may be unable to obtain a waiver of such permission or approval requirements, if and when procedures are established to obtain such a waiver, which may
cause delay or even inability to execute the Transaction.
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On December 24, 2021 CSRC published the Provisions of the State Council on the Administration of Overseas Securities Offering and Listing by
Domestic Companies (Draft for Comment) (the “Draft Provisions”), and the Administrative Measures for the Filing of Overseas Securities Offering and
Listing by Domestic Companies (Draft for Comment) (the “Draft Measures”, collectively with the Draft Provisions, the “Draft Rules”) for public
comments. The Draft Rules lay out specific filing requirements for overseas listing and offering by PRC domestic companies and include unified regulation
management and strengthening regulatory coordination.

On February 17, 2023, the CSRC promulgated the Trial Administrative Measures of Overseas Securities Offering and Listing by Domestic
Companies (the “Trial Measures™), which took effect on March 31, 2023. The Trial Measures supersede the Draft Rules and clarified and emphasized
several aspects, which include but are not limited to: (1) comprehensive determination of the “indirect overseas offering and listing by PRC domestic
companies” in compliance with the principle of “substance over form” and particularly, an issuer will be required to go through the filing procedures under
the Trial Measures if the following criteria are met at the same time: a) 50% or more of the issuer’s operating revenue, total profit, total assets or net assets
as documented in its audited consolidated financial statements for the most recent accounting year is accounted for by PRC domestic companies, and b) the
main parts of the issuer’s business activities are conducted in mainland China, or its main places of business are located in mainland China, or the senior
managers in charge of its business operation and management are mostly Chinese citizens or domiciled in mainland China; (2) exemptions from immediate
filing requirements for issuers that a) have already been listed or registered but not yet listed in foreign securities markets, including U.S. markets, prior to
the effective date of the Trial Measures, and b) are not required to re-perform the regulatory procedures with the relevant overseas regulatory authority or
the overseas stock exchange, and ¢) whose such overseas securities offering or listing shall be completed before September 30, 2023, provided however
that such issuers shall carry out filing procedures as required if they conduct refinancing or are involved in other circumstances that require filing with the
CSRC; (3) a negative list (the “Trial Measures Negative List”) of types of issuers banned from listing or offering overseas, including but not limited to (a)
issuers whose listing or offering overseas have been recognized by the State Council of the PRC as possible threats to national security, (b) issuers whose
affiliates have been recently convicted of bribery and corruption, (c) issuers under ongoing criminal investigations, and (d) issuers under major disputes
regarding equity ownership; (4) issuers’ compliance with web security, data security, and other national security laws and regulations; and (5) issuers’ filing
and reporting obligations (the “Trial Measures Filing Obligations”), such as obligation to file with the CSRC after it submits an application for initial public
offering to overseas regulators, and obligation after offering or listing overseas to report to the CSRC material events including change of control or
voluntary or forced delisting of the issuer.

The Trial Measures provide the CSRC with power to warn, fine, and issue injunctions against both PRC domestic companies, their controlling
shareholders, and their advisors in listing or offering securities (collectively, the “Subject Entities”), as well as individuals directly responsible for these
Subject Entities (the “Subject Individuals”). For failure to comply with the Trial Measures Negative List or the Trial Measures Filing Obligations, or
materially false or misleading statements in the filing and reporting required by the Trial Measures: (1) PRC domestic companies, and their controlling
shareholders if the controlling shareholders induced the PRC domestic companies’ failure to comply, severally, may face warnings, injunctions to comply,
and fines between RMB 1 million and 10 million (approximately $145,647 and $1,456,473); the Subject Individuals in these entities may severally, face
warnings and fines between RMB 0.5 million and 5 million (approximately $72,824 and $728,237). (2) Advisors in listing or offering securities that failed
to dutifully advise the PRC domestic companies and their controlling shareholders in complying with the Trial Measures and caused such failures to
comply can face warnings and fines between RMB 0.5 million and 5 million (approximately $72,824 and $728,237); the Subject Individuals in these
advisor entities may, severally, face warnings and fines between RMB 0.2 million and 2 million (approximately $29,129 and $291,295).

As a China-based issuer, SunCar and its PRC Operating Entities are not required to comply with the Trial Measures Filing Obligations in
connection with its Nasdaq initial listing as SunCar has obtained clearance from the SEC on the registration statement on Form F-4 before March 31, 2023
and had its securities listed on the Nasdaq prior to September 30, 2023. However, SunCar and its PRC Operation Entities will be required to comply with
the Trial Measures Filing Obligations upon any future offerings. There is no assurance that SunCar will be able to meet all applicable Trial Measures Filing
Obligations and guidelines of the CSRC, or comply with all applicable regulations at all times. Any failure to obtain or delay in obtaining such filing or
completing such procedures for this listing, or a rescission of any such filing obtained by SunCar, would subject SunCar, as well as SunCar’s controlling
shareholder and advisors in listing and offering securities, if they caused SunCar’s failure, to sanctions by the CSRC or other PRC regulatory authorities as
described above.
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Lastly, any actions by the Chinese government to exert more oversight and control over transaction that are conducted overseas could significantly
limit or completely hinder our ability to maintain our listing on the Nasdaq stock market and cause the value of such securities to significantly decline or be
worthless.

On February 24, 2023, the CSRC, the Ministry of Finance, the National Administration of State Secrets Protection and the National Archives
Administration jointly issued the Provisions on Strengthening Confidentiality and Archives Administration of Overseas Securities Offering and Listing by
Domestic Companies, or the Confidentiality and Archives Provisions, which took effect from March 31, 2023. The Confidentiality and Archives Provisions
specify that during the overseas securities offering and listing activities of domestic companies, domestic companies and securities companies and
securities service institutions that provide relevant securities business shall, by strictly abiding by the relevant laws and regulations of the PRC and this
Confidentiality and Archives Provisions, institute a sound confidentiality and archives administration systems, take necessary measures to fulfill
confidentiality and archives administration obligations, and shall not divulge any national secrets, work secrets of governmental agencies and harm national
and public interests. Confidentiality and Archives Provisions provides that it is applicable to initial public offerings as well as other types of securities
listing of PRC domestic enterprises, including de-SPAC transactions such as SunCar’s Business Combination, and any future issuance of securities and
listing activities after the initial listing. Working papers generated in the PRC by securities companies and securities service providers that provide relevant
securities services for overseas issuance and listing of securities by domestic companies shall be kept in the PRC. Confidentiality and Archives Provisions
provide no explicit definition of working papers. In practice, the securities companies’ working papers usually refer to various important information and
work records related to the securities business obtained and prepared by the securities companies and securities service providers and their representatives
in the whole process of the securities businesses, such as due diligence work. Without the approval of relevant competent authorities, such as CSRC, MOF
PRC National Administration of State Secrets Protection, and National Archives Administration of China, depending on the nature and transmission
method of secrets, it shall not be transferred overseas. Where documents or materials need to be transferred outside of the PRC, it shall be subject to the
approval procedures in accordance with relevant PRC regulations. The relevant competent authorities, such as, CSRC, MOF, PRC National Administration
of State Secrets Protection, and National Archives Administration of China will regulate, supervise and inspect pursuant to their respective statutory
mandates over matters of Confidentiality and Archives Administration concerning overseas offering and listing by domestic companies. As Confidentiality
and Archives Administration is newly promulgated, there is substantial uncertainty regarding their specific requirements. If we fail to comply with related
laws and regulation, we may be subject to fine, confiscation, blocking transmission or criminal offense. We have taken measures to adopt management
systems for the compliance of Confidentiality and Archives Provisions. We believe our listing does not involve in national secrets, work secrets of
governmental agencies and undermine national and public interests. There is no assurance that we will be able to meet all applicable regulatory
requirements and guidelines, or comply with all applicable regulations at all times, or that we will not be subject to fines or other penalties in the future as a
result of regulatory inspections.

Based on the understanding of Company’s legal department, neither SunCar, nor any of its subsidiaries, including all the PRC Operating Entities
are currently required to obtain any permissions or approvals from Chinese authorities, including the China Securities Regulatory Commission, or CSRC,
or Cybersecurity Administration Committee, or CAC, to list on U.S exchanges or issue securities to foreign investors. We have not been denied any
permissions or approvals either as of the date of this Report. However, if we were required to obtain any requisite permissions or approvals in the future
and were denied permission or approval from Chinese authorities to list on U.S. exchanges, we will not be able to continue listing on U.S. exchange, which
would materially affect the interest of the investors. It is uncertain when and whether SunCar will be required to obtain any requisite permissions or
approvals from the PRC government to list on U.S. exchanges in the future, and even when such permission or approval is obtained, whether it will be
denied or rescinded. Although SunCar is currently not required to obtain permission or approval from any of the PRC government and has not received any
denial to list on the U.S. exchange, our operations could be adversely affected, directly or indirectly, by existing or future laws and regulations relating to
its business or industry.
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Because our business is conducted in RMB and the price of our ordinary shares is quoted in United States dollars, changes in currency conversion
rates may affect the value of your investments. Any significant revaluation of the RMB may materially and adversely affect our cash flows, revenue and
financial condition. Changes in the conversion rate between the United States dollar and the RMB will affect the amount of proceeds we will have
available for our business.

Our business is conducted in the PRC, our books and records are maintained in RMB, which is the only lawful currency of the PRC, and the
financial statements that we file with the SEC and provide to our shareholders are presented in United States dollars. Changes in the exchange rate between
the RMB and dollar affect the value of our assets and the results of our operations in United States dollars. The value of the RMB against the United States
dollar and other currencies may fluctuate and is affected by, among other things, changes in the PRC’s political and economic conditions and perceived
changes in the economy of the PRC and the United States. Any significant revaluation of the RMB may materially and adversely affect our cash flows,
revenue and financial condition. Further, our ordinary shares offered by this Report are offered in United States dollars, we will need to convert the net
proceeds we receive into RMB in order to use the funds for our business. Changes in the conversion rate between the United States dollar and the RMB
will affect that amount of proceeds we will have available for our business.

The value of the Renminbi against the U.S. dollar and other currencies may fluctuate and is affected by, among other things, changes in political
and economic conditions in China and by China’s foreign exchange policies. On July 21, 2005, the PRC government changed its decade-old policy of
pegging the value of the Renminbi to the U.S. dollar, and the Renminbi appreciated more than 20% against the U.S. dollar over the following three years.
Between July 2008 and June 2010, this appreciation halted and the exchange rate between the Renminbi and the U.S. dollar remained within a narrow
band. In 2010, the People’s Bank of China decided to move to further reform the RMB exchange rate regime to enhance the flexibility of the RMB
exchange rate. Since June 2010, the Renminbi has fluctuated against the U.S. dollar, at times significantly and unpredictably. On November 30, 2015, the
Executive Board of the International Monetary Fund (IMF) completed the regular five-year review of the basket of currencies that make up the Special
Drawing Right, or the SDR, and decided that with effect from October 1, 2016, Renminbi is determined to be a freely usable currency and will be included
in the SDR basket as a fifth currency, along with the U.S. dollar, the Euro, the Japanese yen and the British pound. In the fourth quarter of 2016, the
Renminbi depreciated significantly in the backdrop of a surging U.S. dollar and persistent capital outflows of China.

This depreciation halted in 2017, and the RMB appreciated approximately 7% against the U.S. dollar during this one-year period. The Renminbi
in 2018 depreciated approximately by 5% against the U.S. dollar. Starting from the beginning of 2019, the Renminbi has depreciated significantly against
the U.S. dollar again. In early August 2019, the PBOC set the Renminbi’s daily reference rate at RMB7.0039 to US$1.00, the first time that the exchange
rate of Renminbi to U.S. dollar exceeded 7.0 since 2008. For RMB against U.S. dollar, there was appreciation of approximately 6.3% and 2.3% during the
years ended December 31, 2020 and 2021, respectively and depreciation of approximately 8.2% and 2.6% during the year ended December 31, 2022 and
2023, respectively. With the development of the foreign exchange market and progress towards interest rate liberalization and Renminbi
internationalization, the PRC government may in the future announce further changes to the exchange rate system, and we cannot assure you that the
Renminbi will not appreciate or depreciate significantly in value against the U.S. dollar in the future. It is difficult to predict how market forces or PRC or
U.S. government policy may impact the exchange rate between the RMB and the U.S. dollar in the future, depending on the market supply and demand
with reference to a basket of currencies.
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There remains significant international pressure on the Chinese government to adopt a flexible currency policy to allow the Renminbi to
appreciate against the U.S. dollar. Significant revaluation of the Renminbi may have a material and adverse effect on your investment. Substantially all of
our revenues and costs are denominated in Renminbi. Any significant revaluation of Renminbi may materially and adversely affect our revenues, earnings
and financial position, and the value of, and any dividends payable on, our ordinary shares in U.S. dollars.

A significant depreciation of the Renminbi against the U.S. dollar may significantly reduce the U.S. dollar equivalent of our earnings, which in
turn could adversely affect the price of our ordinary shares, and if we decide to convert Renminbi into U.S. dollars for the purpose of making dividend
payments on our ordinary shares, strategic acquisitions or investments or other business purposes, appreciation of the U.S. dollar against the Renminbi
would have a negative effect on the U.S. dollar amount available to us.

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

The PRC government’s control over foreign currency conversion may limit our foreign exchange transactions, including dividend payment to holders.

Currently, Renminbi still cannot be freely converted into any foreign currency, and conversion and remittance of foreign currencies are subject to
PRC foreign exchange regulations. There is no assurance that, under a certain exchange rate, we will have sufficient foreign exchange to meet our foreign
exchange requirements. Under the current PRC foreign exchange control system, foreign exchange transactions under the current account conducted by us,
including the payment of dividends following the completion of the Transaction, do not require advance permission or approval from the SAFE, but we are
required to present documentary evidence of such transactions and conduct such transactions at designated foreign exchange banks within the PRC that
have the requisite licenses to carry out foreign exchange business. Foreign exchange transactions under the capital account conducted by us, however, must
be approved in advance by SAFE.

Under existing foreign exchange regulations, following completion of the Transaction, we will be able to pay dividends in foreign currencies
without prior permission or approval from SAFE by complying with certain procedural requirements. However, we cannot assure you that these foreign
exchange policies regarding payment of dividends in foreign currencies will continue in the future. In addition, due to the restriction resulting from
government foreign exchange regulations and influence of foreign exchange shortage, any insufficiency of foreign exchange may restrict our ability to
obtain sufficient foreign exchange for dividend payments to investors of our Ordinary Shares or to satisfy any other foreign exchange requirements.

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

Shareholder claims or regulatory investigations that are common in the United States generally are difficult to pursue as a matter of law or
practicality in China. For example, in China, there are significant legal and other obstacles in providing information needed for regulatory investigations or
litigation initiated outside China. Although the authorities in China may establish a regulatory cooperation mechanism with the securities regulatory
authorities of another country or region to implement cross-border supervision and administration, such cooperation with the securities regulatory
authorities in the Unities States may not be efficient in the absence of a mutual and practical cooperation mechanism. Furthermore, according to Article 177
of the PRC Securities Law, or Article 177, which became effective in March 2020, no overseas securities regulator is allowed to directly conduct
investigation or evidence collection activities within the territory of the PRC. While detailed interpretation or implementation of rules under Article 177
have yet to be promulgated, the inability for an overseas securities regulator to directly conduct investigation or evidence collection activities within China
may further increase difficulties faced by you in protecting your interests.

37




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

Under the PRC Enterprise Income Tax Law and its implementation rules, an enterprise established outside of the PRC with “de facto management
body” within China is considered a “resident enterprise” and will be subject to the enterprise income tax on its global income at the rate of 25%. The
implementation rules define the term “de facto management body” as the body that exercises full and substantial control and overall management over the
business, productions, personnel, accounts and properties of an enterprise. In 2009, the State Administration of Taxation, or SAT, issued the Circular of the
State Administration of Taxation on Issues Relating to Identification of PRC-Controlled Overseas Registered Enterprises as Resident Enterprises in
Accordance with the De Facto Standards of Organizational Management, or SAT Circular 82, which provides certain specific criteria for determining
whether the “de facto management body” of a PRC-controlled enterprise that is incorporated offshore is located in China. Although this circular only
applies to offshore enterprises controlled by PRC enterprises or PRC enterprise groups, not those controlled by PRC individuals or foreigners, the criteria
set forth in the circular may reflect SAT’s general position on how the “de facto management body” text should be applied in determining the tax resident
status of all offshore enterprises. According to SAT Circular 82, an offshore incorporated enterprise controlled by a PRC enterprise or a PRC enterprise
group will be regarded as a PRC tax resident by virtue of having its “de facto management body” in China and will be subject to PRC enterprise income tax
on its global income only if all of the following conditions are met: (i) the primary location of the day-to-day operational management is in China; (ii)
decisions relating to the enterprise’s financial and human resource matters are made or are subject to permission or approval by organizations or personnel
in China; (iii) the enterprise’s primary assets, accounting books and records, company seals, and board and shareholder resolutions, are located or
maintained in China; and (iv) at least 50% of voting board members or senior executives habitually reside in China.

We believe none of our entities outside of China is a PRC resident enterprise for PRC tax purposes. However; the tax resident status of an
enterprise is subject to determination by the PRC tax authorities and uncertainties remain with respect to the interpretation of the term “de facto
management body.” If the PRC tax authorities determine that SunCar is a PRC resident enterprise for enterprise income tax purposes, we could be subject
to PRC tax at a rate of 25% on our worldwide income, which could materially reduce our net income, and we may be required to withhold a 10%
withholding tax from dividends we pay to our shareholders that are non-resident enterprises, including the holders of our ordinary shares. In addition, non-
resident enterprise shareholders (including our ordinary shareholders) may be subject to PRC tax at a rate of 10% on gains realized on the sale or other
disposition of ordinary shares, if such income is treated as sourced from within China. Furthermore, if we are deemed a PRC resident enterprise, dividends
payable to our non-PRC individual shareholders (including our ordinary shareholders) and any gain realized on the transfer of ordinary shares by such
shareholders may be subject to PRC tax at a rate of 20% (and such PRC tax may be withheld at source in the case of dividends). Any PRC income tax
liability may be reduced under applicable tax treaties. However, it is unclear whether in practice non-PRC shareholders of SunCar would be able to obtain
the benefits of any tax treaties between their country of tax residence and the PRC in the event that we are treated as a PRC resident enterprise. Any such
tax may reduce the returns on your investment in the ordinary shares.

Failure to obtain any preferential tax treatments or the discontinuation, reduction or delay of any of the preferential tax treatments that may be
available to us in the future could materially and adversely affect our business, financial condition and results of operations.

Under the EIT Law effective from January 1, 2008, as amended in February 2017, domestic companies are subject to a unified income tax rate of
25%. Various favorable income tax rates are, however, available to qualified enterprises in certain encouraged sectors of the economy. Enterprises qualified
as “new high-tech enterprise” are entitled to a preferential tax rate of 15%. Accreditation of the “new high-tech enterprise” status is valid for three years.
Shengshi Dalian Automobile, and Shanghai Chengle Network Technology Co., Limited, both key subsidiaries of SunCar, each qualified as a “new high-
tech enterprise” and was entitled to a preferential tax rate of 15% from 2018 through 2021, and successfully renewed the qualification in December 2021,
which will be effective for another 3 years.

Qualification as a “new high-tech enterprise” is subject to review by relevant authorities in China every three years, and we cannot assure you that
we will be able to continue to qualify for preferential tax treatment. For illustration purposes only, the tax benefit we had as a result of such preferential tax
treatment, calculated as the difference between our actual income tax expenses and the amount of tax expenses we would have incurred had we not been
entitled to the reduced corporate tax rate during the same period. In the unlikely event of a failure to renew the “new high-tech enterprise” status after its
expiration, we will be subject to the unified corporate income tax rate of 25% starting from the year of expiration and will thus incur increased income tax,
which may have a material adverse effect on our net income and results of operations.
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We may not be able to recover all or part of our deferred tax assets.

We recognize deferred tax assets for deductible temporary differences, the carryforward of unused tax credits and any unused tax losses. Our
deferred tax assets are recognized to the extent that it is probable that taxable profit will be available against the deductible temporary differences, the
carryforward of unused tax credits and unused tax losses that can be utilized, subject to certain exceptions. The carrying amount of deferred tax assets is
reviewed at the end of the relevant periods and reduced to the extent that it is no longer probable that sufficient taxable profit will be available to allow all
or part of the deferred tax asset to be utilized. Unrecognized deferred tax assets are reassessed at the end of the relevant periods and are recognized to the
extent that it has become probable that sufficient taxable profit will be available to allow all or part of the deferred tax asset to be recovered.

As of December 31, 2022, and 2023, our deferred tax assets amounted to $13.1 million and $12.0 million, respectively. It is uncertain that we
will be able to recover all or part of our deferred tax assets and in such case, our net income and results of operations may have a materially adversely
affected.

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

We face uncertainties regarding the reporting on and consequences of previous private equity financing transactions involving the transfer and
exchange of shares in our company by non-resident investors. In February 2015, the SAT issued the Bulletin on Issues of Enterprise Income Tax on Indirect
Transfers of Assets by Non PRC Resident Enterprises, or Bulletin 7. Pursuant to Bulletin 7, an “indirect transfer” of PRC assets, including a transfer of
equity interests in an unlisted non-PRC holding company of a PRC resident enterprise, by non-PRC resident enterprises may be re-characterized and
treated as a direct transfer of the underlying PRC assets, if such arrangement does not have a reasonable commercial purpose and was established for the
purpose of avoiding payment of PRC enterprise income tax. As a result, gains derived from such indirect transfer may be subject to PRC enterprise income
tax, and the transferee or other person who is obligated to pay for the transfer is obligated to withhold the applicable taxes, currently at a rate of 10% for the
transfer of equity interests in a PRC resident enterprise. Bulletin 7 also introduced safe harbors for internal group restructurings and the purchase and sale
of equity securities through a public securities market. On October 17, 2017, the SAT issued the Announcement of the State Administration of Taxation on
Issues Concerning the Withholding of Non-resident Enterprise Income Tax at Source, or Bulletin 37, which came into effect on December 1, 2017. The
Bulletin 37 further clarifies the practice and procedure of the withholding of nonresident enterprise income tax.

We face uncertainties on the reporting and consequences of future private equity financing transactions, share exchanges or other transactions
involving the transfer of shares in our company by investors that are non-PRC resident enterprises. The PRC tax authorities may pursue such non-resident
enterprises with respect to a filing or the transferees with respect to withholding obligation, and request our PRC Operating Entities to assist in the filing.
As a result, we and non-resident enterprises in such transactions may become at risk of being subject to filing obligations or being taxed under Bulletin 7
and Bulletin 37, and may be required to expend valuable resources to comply with them or to establish that we and our non-resident enterprises should not
be taxed under these regulations, which may have a material adverse effect on our financial condition and results of operations.
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PRC regulation of loans to and direct investment in PRC entities by offshore holding companies may delay us from using the proceeds of future
offerings to make loans or additional capital contributions to our PRC Operating Entities, which could materially and adversely affect our liquidity and
our ability to fund and expand our business.

Any funds we transfer to and from the PRC Operating Entities, either as a shareholder loan or as an increase in registered capital or dividend
distributions, are subject to permission or approval by or registration with relevant governmental authorities in China. According to the relevant PRC
regulations on foreign invested enterprises in China, capital contributions to our PRC Operating Entities are subject to the registration with the State
Administration for Market Regulation or its local counterpart and registration with a local bank authorized by SAFE. In addition, (i) any foreign loan
procured by our PRC Operating Entities is required to be registered with the SAFE or its local branches and (ii) any of our PRC Operating Entities may not
procure loans which exceed the difference between its total investment amount and registered capital or, as an alternative, only procure loans subject to the
calculation approach and limitation as provided by the People’s Bank of China. Additionally, any medium or long-term loans to be provided by us to the
PRC Operating Entities must be registered with the National Development and Reform Commission and SAFE or its local branches. We may not be able to
obtain these government permissions or approvals or complete such registrations in a timely manner, or at all, with respect to future capital contributions or
loans by us to our PRC Operating Entities. If we fail to receive such permissions or approvals or complete such registration or filing, our ability to use the
proceeds of future offerings to capitalize our PRC operations may be negatively affected, which could adversely affect our liquidity and our ability to fund
and expand our business. In addition, the PRC government imposes controls on the convertibility of RMB into foreign currencies and, in certain cases, the
remittance of currency out of China. The majority of the SunCar subsidiaries’ income is received in RMB and shortages in foreign currencies may restrict
our ability to pay dividends or other payments, or otherwise satisfy our foreign currency denominated obligations, if any. Under existing PRC foreign
exchange regulations, payments of current account items, including profit distributions, interest payments and expenditures from trade-related transactions,
can be made in foreign currencies without prior permission or approval from The State Administration of the Foreign Exchange (“SAFE”) in the PRC as
long as certain procedural requirements are met. However, permission or approval from appropriate government authorities is required if Renminbi is
converted into foreign currency and remitted out of China to pay capital expenses such as the repayment of loans denominated in foreign currencies. To the
extent cash in the business is in the PRC/Hong Kong or a PRC/Hong Kong entity, the funds may not be available to fund operations or for other use outside
of the PRC/Hong Kong due to interventions in or the imposition of restrictions and limitations on the ability of SunCar or SunCar’s subsidiaries, by the
PRC government to transfer cash. The PRC government may, at its discretion, impose restrictions on access to foreign currencies for current account
transactions and if this occurs in the future, we may not be able to pay dividends in foreign currencies to our shareholders, including U.S. investors.

Our failure to fully comply with PRC labor-related laws may expose us to potential penalties.

Companies operating in China are required to participate in various government sponsored employee benefit plans, including certain social
insurance, housing funds and other welfare-oriented payment obligations, and contribute to the plans in amounts equal to certain percentages of salaries,
including bonuses and allowances, of our employees up to a maximum amount specified by the local government from time to time at locations where we
operate our businesses. The requirement of employee benefit plans has not been implemented consistently by the local governments in China given the
different levels of economic development in different locations. We have been paying and will continue to pay social security and housing fund
contributions in strict compliance with the relevant PRC regulations for and on behalf of our employees. However, we may be subject to penalties for our
failure to make payments in accordance with the applicable PRC laws and regulations should any regulations change in the future, in which case, we may
be required to make up the contributions for these plans as well as to pay late fees and fines. If we are subject to fines in relation to the underpaid employee
benefits, our financial condition and results of operations may be adversely affected.
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The Holding Foreign Companies Accountable Act, or the HFCAA, and the related regulations are evolving quickly. Further implementations and
interpretations of our amendments to the HFCAA or the related regulations, or a PCAOB’s determination of its lack of sufficient access to inspect our
auditor, might pose regulatory risks to and impose restrictions on us because of our operations in mainland China that PCAOB may not be able to
inspect or investigate completely such audit documentation and, as such, you may be deprived of the benefits of such inspection and our ordinary share
could be delisted from the stock exchange pursuant to the HFCAA.

On April 21, 2020, SEC released a joint statement highlighting the risks associated with investing in companies based in or have substantial
operations in emerging markets including China. The joint statement emphasized the risks associated with lack of access for the PCAOB to inspect auditors
and audit work papers in China and higher risks of fraud in emerging markets.

On May 18, 2020, Nasdaq filed three proposals with the SEC to (i) apply minimum offering size requirement for companies primarily operating in
“Restrictive Market”, (ii) adopt a new requirement relating to the qualification of management or board of director for Restrictive Market companies, and
(iii) apply additional and more stringent criteria to an applicant or listed company based on the qualifications of the company’s auditors.

On May 20, 2020, the U.S. Senate passed the Holding Foreign Companies Accountable Act requiring a foreign company to certify it is not owned
or controlled by a foreign government if the PCAOB is unable to audit specified reports because the company uses a foreign auditor not subject to PCAOB
inspection. If the PCAOB is unable to inspect the company’s auditors for three consecutive years, the issuer’s securities are prohibited to trade on a national
sec