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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

This annual report on Form 10-K (the “Annual Report”) contains “forward-looking statements” within the
meaning of the Private Securities Litigation Reform Act of 1995. Such statements include, but are not limited to,
statements about future financial and operating results, our objectives, expectations and intentions with respect to future
operations, products and services; and other statements identified by words such as “anticipate,” “believe,” “continue,”
“could,” “estimate,” “expect,” “intend,” “may,” “might,” “objective,” “plan,” “project,” “predict,” “outlook” “should,”
“will,” “would,” or the negative of these terms, or other comparable terminology intended to identify statements about the
future. These forward-looking statements include, but are not limited to, statements regarding our industry and market
sizes, and future opportunities for us. Such forward-looking statements are based upon the current beliefs and expectations
of management and are inherently subject to significant business, economic and competitive uncertainties and
contingencies, many of which are difficult to predict and generally beyond our control. Actual results and the timing of
events may differ materially from the results anticipated in these forward-looking statements.

EENT3 9 ¢ EENT3 2 ¢ LENT3

In addition to factors identified elsewhere in this Annual Report, the following factors, among others, could cause
actual results and the timing of events to differ materially from the anticipated results or other expectations expressed in the
forward-looking statements:

+ changes in the highly competitive market in which we compete, including with respect to our competitive
landscape, technology evolution or regulatory changes;

+ risk that we may not be able to execute our growth strategies or achieve profitability;

+  risks of operations in China;

*  the impact of inflation;

* changes in availability and price of raw materials;

+ changes in the markets that we target;

+ heightened awareness of environmental issues and concern about global warming and climate change;
+  risk that we are unable to secure or protect our intellectual property;

+  risk that our customers or third-party suppliers are unable to meet their obligations fully or in a timely
manner;

+  risk that our customers will adjust, cancel or suspend their orders for our products;

+ risk that we will need to raise additional capital to execute our business plan, which may not be available on
acceptable terms or at all;

+  risk of product liability or regulatory lawsuits or proceedings relating to our products or services;

*  economic, financial and other impacts of the coronavirus (“COVID-19”) pandemic, including global supply
chain disruptions; and

+ the conflict between Russia and Ukraine and any restrictive actions that have been or may be taken by the
U.S. and/or other countries in response thereto, such as sanctions or export controls.

Actual results, performance or achievements may differ materially, and potentially adversely, from any forward-
looking statements and the assumptions on which those forward-looking statements are based. There can be no assurance
that the data contained herein is reflective of future performance to any degree. You are cautioned not to place undue
reliance on forward-looking statements as a predictor of future performance as forward-looking statements are based on
estimates and assumptions that are inherently subject to various significant risks, uncertainties and other factors, many of
which are beyond our control.

il
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All information set forth herein speaks only as of the date hereof, and we disclaim any intention or obligation to
update any forward-looking statements as a result of developments occurring after the date hereof except as may be
required under applicable securities laws. Forecasts and estimates regarding our industry and end markets are based on
sources we believe to be reliable, however, there can be no assurance these forecasts and estimates will prove accurate in
whole or in part.

All references to the “Company,” “we,” “us” or “our” refer to Microvast Holdings, Inc. and its consolidated

subsidiaries other than certain historical information which refers to the business of Microvast prior to the consummation
of the Business Combination.

il
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GLOSSARY

Industry Specific Defined Terms

*  “°C” refers to degrees measured in Celsius;

*  “BMS” refers to the battery management system;

¢ “ESS” refers to utility-scale energy storage systems;

*  “FCG” refers to the full concentration gradient;

*  “GHG” refers to greenhouse gas;

*  “GWh” refers to gigawatt hours;

*  “kWh” refers to kilowatt-hour;

*  “LFP” refers to lithium iron phosphate;

*  “LTO” refers to lithium titanate oxide;

*  “MWh” refers to megawatt hours;

*  “NMC-17 refers to nickel manganese cobalt version 1;
*  “NMC-2” refers to nickel manganese cobalt version 2; and

*  “OEMSs” refers to original equipment manufacturers.

General Defined Terms

*  “2021 Plan” refers to the Microvast Holdings, Inc. 2021 Equity Incentive Plan;

*  “Annual Report” refers to this annual report for the year ended December 31, 2022 filed on Form 10-K;
*  “Annual RSUs” refers to an annual award of restricted stock units;

*  “Board” refers to the board of directors of Microvast Holdings, Inc.;

*  “Business Combination” refers to the business combination pursuant to the Agreement and Plan of Merger dated
February 1, 2021, between Tuscan, Microvast, Inc. and TSCN Merger Sub Inc.;

*  “CAC” refers to the Cyberspace Administration of China;

*  “COVID-19” refers to the coronavirus pandemic;

*  “CSRC” refers to the China Securities Regulatory Commission;
*  “DOE” refers to the U.S. Department of Energy;

¢ “E.U.” refers to the European Union;

v
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*  “Elective RSUs” refers to non-employee directors annual cash retainer;

*  “Escrow Agent” refers to Continental Stock Transfer & Trust Company as escrow agent;
* “Exchange Act” refers to the Securities Exchange Act of 1934, as amended;

*  “FCPA” refers to the Foreign Corrupt Practices Act;

*  “Founder Shares” refers to the 6,900,000 founder shares purchased by the Tuscan Group for a purchase price of
$25,000 in connection with the IPO;

*  “IPO” refers to Tuscan Holdings Corp.’s initial public offering;
¢ “IRA” refers to the Inflation Reduction Act passed in August 2022;

*  “Microvast Energy” refers to our energy division headquartered and incorporated in Colorado that designs,
develops and manufactures battery energy storage systems;

*  “MPS” refers to Microvast Power Systems Co. Ltd. our majority-owned subsidiary incorporated in Huzhou,
China;

*+  "NASDAQ" refers to the NASDAQ stock exchange;

*  “NEOs” refers to our named executive officers for the year ended December 31, 2022 as defined by the Securities
Act;

*  “PCAOB” refers to the Public Company Accounting Oversight Board;
*  “PRC” refers to the People’s Republic of China;

*  “PSUs” refers to performance stock units;

*  “R&D” refers to research and development;

¢ “RMB" refers to Renminbi;

e “RSUs” refers to restricted stock units;

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

e “Securities Act” refers to the Securities Act of 1933, as amended,;

*  “Stockholders Agreement” refers to the agreement, entered into on July 23, 2021 by and among Microvast
Holdings, Inc., Tuscan Holdings Acquisition LLC and Mr. Yang Wu;

e “TSR” refers to total shareholder return;

®  “Tuscan Director” refers to Stephen Vogel as the director nominated by the Tuscan Group under the terms of the
Stockholders Agreement;
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*  "Tuscan" refers to Tuscan Holdings Corp, a Delaware corporation established in April 2016 for the purpose of
effecting a merger, capital stock exchange, asset acquisition, stock purchase, reorganization, or similar business
combination with one or more businesses;

*  “Tuscan Group” refers to Stefan M. Selig, Richard O. Rieger and Amy Butte of Tuscan Holdings Acquisition
LLC,

*  “U.K.” refers to the United Kingdom;
*  “U.S” refers to the United States of America,

*  “WFOE” or “wholly foreign owned enterprises” refers to a company incorporated in China and wholly-owned by
one or more foreign investors; and

*  “Wu Directors” refers to the current directors Mr. Wu nominated under the terms of the Stockholders Agreement,
including Mr. Wu, Yanzhuan Zheng, Stanley Whittingham and Arthur Wong.

vi
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PART I

ITEM 1. BUSINESS

Microvast Holdings, Inc. is an advanced battery technology company headquartered near Houston, Texas, and is
publicly traded on the NASDAQ stock exchange (the “NASDAQ”). We design, develop and manufacture battery
components and systems primarily for electric commercial vehicles and utility-scale energy storage systems (“ESS”).

When we founded Microvast in 2006, our guiding principle, which remains at the heart of everything we do today,
was to adopt an innovative and creative approach to the design of lithium-ion batteries without relying on past
technologies.We call this true innovation. Our design approach began without preconceptions on how to make a lithium-
ion battery, which contrasts to many other battery companies which took legacy battery technologies used in consumer
electronics and adopted those for use in new market opportunities, such as electric vehicles, which we believe is product
development, not innovation. To understand this difference, is to understand what we have set out to achieve.

Our mission is to use our innovative approach to create the battery technologies and solutions to accelerate the
adoption of electric vehicles and the integration of renewable energy sources in order to power the transition to a
sustainable economy. In particular, we seek to lead the charge in establishing and securing U.S. domestic battery
production, which will strengthen the U.S. battery manufacturing base and reduce reliance on foreign battery
manufacturing, in what is becoming a sector with significant strategic importance. We believe continuous investment in our
technology and operations will deliver long-term targeted revenue and income growth.

We have developed proprietary technologies covering the entire battery system through our vertically integrated
approach: from basic cell materials like the cathode, anode, electrolyte and separator, to cooling systems and software
controls for the battery pack. Since our inception, we have primarily focused on developing new battery solutions for the
transportation industry which requires batteries that are ultra-fast charging, high energy density, long lasting and safe.

In the future, in addition to expanding our production of battery systems and battery components, we expect to
increase our focus on producing ESS solutions to support the shift to electrification, with the goal of becoming a leading
global ESS solution provider to the energy market. This is a necessity because electric vehicles can only be considered as a

green technology if the energy used to power them is also green. Addressing this symbiotic relationship is at the heart of
our research activities and we expect it will shape our strategies for the foreseeable future.

Our most recent innovation is our high-energy nickel manganese cobalt (“NMC”) 53.5 ampere-hour battery cell
(the “53.5Ah”), whose performance characteristics make it an ideal solution for commercial vehicle and ESS applications.
To bring this product to market we have made significant investments in capacity expansions in Huzhou, China and
Clarksville, Tennessee. Both facilities are using the same fully-automated production equipment for the 53.5Ah cell which
will give us considerable operating efficiencies. We expect the 53.5Ah cell to be our dominant revenue driver for this next
phase of our growth.

Since 2009, when we launched our first ultra-fast battery system, we have sold and delivered approximately
3,347.9 megawatt hours (“MWh”) of battery systems. Our revenue for the year ended December 31, 2022, increased
$52.5 million to $204.5 million, a 35% increase compared to the year ended December 31, 2021. As of December 31,
2022, we had an order backlog of approximately $410.5 million for our battery systems (the equivalent of approximately
1,599.7 MWh), nearly 90% of which is attributable to the U.S. and Europe. We expect to fulfill a majority of our backlog
within 2023 and 2024.

Our Applications

Our three principal areas of focus for our business and future growth are electric commercial vehicles, utility-scale
ESS and battery components.

Electric Commercial Vehicles

We design, develop and manufacture battery solutions for electric commercial vehicles such as light, medium and
heavy-duty trucks, buses, trains, mining trucks, marine and port vehicles, automated guided and specialty vehicles. We
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focus on combining critical attributes for better performance, including ultra-fast charging capabilities, long lifespan, low
total cost of ownership, high-energy density and high safety. The ultra-fast charging capabilities of our battery systems
mean electric commercial vehicles equipped with our batteries only need to charge for as little as 10 to 30 minutes to reach
80% to 95% of full design capacity, which allows for their continuous operation. Certain of our competitors’ batteries
typically need to charge anywhere from 3 hours to overnight to reach full design capacity. Ultra-fast charging capability is
a critical performance differentiator for applications that are in year-round 24/7 operation, such as those vehicles used in
ports, airports, logistics, warchousing and other similar use cases.

Furthermore, our battery system’s lifespan covers the typical operational life for commercial vehicle use, avoiding
the significant cost of replacing the battery during the lifespan of the vehicle. In contrast, a majority of our competitors’
batteries need to be replaced on an average of 5 to 6 years, which is only half of the lifespan of our batteries.

The high-energy density of our battery systems makes our products an ideal choice for light duty vans. By
equipping sufficient energy onboard these mid-range delivery vehicles, our products are capable of optimizing the daily
operational requirements for the commercial vehicle user.

In addition, fundamental to the purchasing decision of a commercial vehicle customer is an understanding of the
total cost of ownership from deploying a particular battery solution and comparing that to competing powertrains, which
have traditionally been internal combustion engines. The key variables influencing the total cost of ownership are system
cost, cycle life and charging capability. Because of our industry-leading performance, especially on cycle life, we believe
our battery systems are able to give commercial vehicle customers a superior total cost of ownership versus what would be
achieved from competing systems.

The solutions we provide to customer vehicle original equipment manufacturers ("OEMs") are equipped with
state-of-the-art BMS that we have developed internally. Our latest BMS for the commercial vehicle market will completely
meet automotive functional safety “ISO 26262” and automotive cybersecurity “ISO 21434 standards. Microvast’s BMS
5.0 will also have built-in digital twin technology.

As the volume of our battery systems sold increases, our installed base grows correspondingly. In order to add
value during the operational life of our product, we are investing in service personnel and predictive and diagnostic
software to better monitor the after-sales needs of our customers so that we can expand and further improve our after-sales
product offering to customers.

The market potential for electric commercial vehicles is large because the global transportation sector is the
second largest emitter of GHG’s, with commercial vehicles accounting for approximately a third of these emissions.
Currently, the global electric commercial vehicle market is valued at $43.5 billion and based on data from Allied Market
Research is projected to reach $558.4 billion by 2031, growing at a CAGR 0f 29.9%. This electric commercial vehicle
opportunity encompasses all types of vehicle, including buses, light commercial vans, light, medium and heavy-duty
trucks, mining equipment, port equipment and specialty vehicles. Microvast technologies are in operation in all these
vehicle types.

The key benefits of our technologies are clearly being recognized by leading commercial vehicle OEMs. For
instance, based on the Industrial and Commercial Cooperation Agreement we entered into with Iveco Group in 2019, we
have been nominated by them to supply battery systems for their light commercial vehicles (IVECO eDaily, which
launched in Q4 of 2022) and certain bus platforms, such as the Iveco Crossway which has been presented for multiple
tenders in 2022, with potential deliveries starting mid-2023. In the port equipment sector, we are a supplier to Kalmar (one
of the world’s leading OEMs in this segment), and we have a long-term partnership agreement in place, which has been
extended to 2026 to work on their electrification projects. In addition, we work with multiple mining truck OEMs
including XCMG and others. In parallel, we participated in the mining industry electrification consortium led by Shell, and
our battery systems are deployed in heavy-duty mining trucks from 90 to 400 tons.

Recently, we were selected by Trepel to electrify its airport cargo handling equipment because our battery systems
are able to meet their demand of year-round 24/7 operations. We also work with multiple bus OEMs on their electrification
strategies, including full electric, hybrid or fuel-cell, and we are present in all the main global bus markets, such as the Asia
& Pacific region, India and Europe working with the likes of FPT Industrial (branch of Iveco Group), SAFRA, Foton,

Higer, JBM Group, Ashok Leyland and others.
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Utility-Scale ESS

The goal of eliminating greenhouse gas (“GHG”) emissions from the commercial vehicle sector is most impactful
if the energy source for these vehicles is also non-polluting. Renewable energy sources, such as solar energy, require
storage, and therefore we believe that energy storage is currently the foundation for all electrification.

In October 2022, we announced the development of our new battery ESS solution to address this challenge. This
utility-scale ESS solution stores energy generated by solar, wind, or other energy sources and then dispatches the stored
power to the grid when needed, such as during periods of peak electricity demand, a usage commonly referred to as
“energy shifting”. Our ESS container incorporates our high-energy 53.5Ah cell technology.

Our current ESS product is designed to supply energy for up to 4 hours, which is currently in high demand for
energy shifting applications, thereby increasing grid resilience, reliability, and performance while helping reduce GHG
emissions. We plan to manufacture the battery cells and modules for the ESS container in our Clarksville, Tennessee
facility beginning in the fourth quarter of 2023.

Our ESS container features 4.3 MWh energy per 20-foot container and is easily transportable and deployable. Our
higher energy density ESS allows energy storage developers to use fewer containers to reach the total rated energy design
of an energy storage project. We estimate that by using our ESS solution up to 30% fewer containers would be required to
reach the total rated energy design of an energy storage project. This smaller footprint in turn lowers construction cost,
provides for easier and faster installation, and reduces maintenance with far fewer containers to maintain over the life of the
project.

The BMS offered in our ESS container provides customers the ability to monitor the performance of the ESS and
provides functionality that allows the BMS to fix operational problems inside each individual tray and optimize system
performance. The BMS for our ESS container was designed and developed in the U.S. at our Fort Collins, Colorado
facility, and with the BMS also being manufactured in the U.S., this will help ensure the security and safety of the U.S.
electric grid.

In December 2022, we were awarded a contract to supply a utility-scale 1.2 gigawatt hours (“GWh”) battery ESS
project to a customer in the U.S., one of the largest contracts of its kind to date. First deliveries of our ESS containers to
this customer are expected to commence in the third quarter of 2023. We expect our ESS container to be a direct
beneficiary under section 45X of the Inflation Reduction Act (the “IRA”), which offers a $45 per kilowatt-hour (“kWh”)
tax credit. We believe our U.S. customers will also benefit from our cell and module production qualifying as domestic
content which will enable them to increase their investment tax credit under the IRA from 30% to 40% of the total project
cost.

We expect to be awarded many additional ESS projects due to our technologies’ key benefits listed above.
Further, global additions of energy storage in 2022 were 35 GWh and are projected to grow at a 21% CAGR through 2030,
with the U.S. and China being the leading individual markets (according to Bloomberg New Energy Finance (“BNEF”)).
Our current focus is the U.S. market where it is estimated that 13.5 GWh of energy storage capacity will have been
installed by the end of 2022. Based on research from BNEF, approximately 396 GWh of energy storage capacity will be
added by 2030, with approximately 70% of this being for energy shifting applications, which is our target market. This
presents an approximately $45 billion market opportunity through 2030.

Battery Components

As a vertically integrated battery company, we develop and own proprietary intellectual property and know-how
relating to the design, development and manufacture of the four critical components of lithium-ion batteries, namely the
cathode, anode, electrolyte and separator. This allows us to use these components in our products and market the individual
components, such as the cathode or separator, to other lithium-ion battery companies or significant purchasers of lithium-
ion batteries, like passenger car OEMs and consumer electronics manufacturers. We believe our most recent developments
to the cathode and the separator have resulted in significant and unique proprietary intellectual property, including our full
concentration gradient (“FCG”) cathode and polyaramid separator.
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We believe our exclusive polyaramid separator, which includes 26 patented technologies, has significant safety
advantages over traditional polyethylene and polypropylene separators, including high mechanical and thermal stabilities,
helping to ensure less thermo-induced changes. We believe our exclusive FCG cathode, which includes 33 patented
technologies, offers a safer and more reliable solution that increases energy density and minimizes the use of cobalt in the
cathode.

In October 2022, we were notified by the U.S. Department of Energy (“DOE”) that we had been selected, in
collaboration with General Motors, to receive $200 million in grant funding as part of the DOE's Battery Materials
Processing and Battery Manufacturing initiative pursuant to the recently enacted infrastructure law, subject to negotiation
of specific terms. Once finalized, the grant funding will remain subject to certain conditions precedent and other terms and
conditions to be agreed between us and the DOE. The grant funding is expected to support the construction of a new
polyaramid separator manufacturing facility in the U.S. To complete this project, we will need to obtain additional
financing. We cannot assure you that such financing will be available on acceptable terms. See “Risks Related to Our
Business and Industry— We may be unable to meet our future capital requirements and we may require additional capital
to support business growth, and this capital might not be available on acceptable terms, or at all” and "Risks Related to
Our Business and Industry—QOur $200 million grant from the DOE remains subject to negotiation of specific terms, and
completion of the project the grant supports will require us to obtain additional financing which may not be available at all
or on acceptable terms; continued availability of grant funding is uncertain and contingent on our compliance with the
requirements of the grants we have or may receive in the future."

Our Technologies

Since 2008, our objectives and research have been focused on developing innovative battery technologies targeted
to provide ultra-fast charging capabilities, long lifespan, high-energy density and safety. Some of the key highlights from
our technology portfolio are:

Battery Cell Materials

*  Polyaramid Separator—Our polyaramid separator, conceived and developed entirely by us, is significantly more
stable under heat than traditional polyethylene separators. Polyaramid is similar to Kevlar, the material that is used
in bulletproof vests, and its excellent thermal properties (stable to nearly 300°C in the air) are well known, but we
have developed proprietary techniques to form this material into ~10um thick, meters wide and hundreds of
meters long porous separator material that is suited for lithium-ion batteries. The project manager from one of
the big three OEMs has described this technology as “the greatest breakthrough in lithium-ion battery separator
technology in 20 years.”

*  LTO—Our lithium titanate oxide (“LTO”) powder is specifically manufactured to promote high power operation,
making it ideal for ultra-fast-charging applications. LTO is a safer lithium-ion battery anode material because it is
one of the only anode materials inherently stable against traditional lithium-ion electrolytes.

* FCG Cathode—Our FCG cathode was licensed from Argonne National Labs in 2017. Since then, we have
developed significant, flexible manufacturing know-how to produce the material with minimal cost increases
compared to normal NMC materials. We have found that by controlling the concentration of metals within a
particle, the material’s safety can be enhanced. This is because the gradient is a designer cathode, meaning the
material design can be tailored for specific end uses and cells/customers can receive a unique material product
tailored to their needs. This customization makes the technology well suited for ultra-fast charging and low-cost
advanced lithium-ion cells. We believe this technology is especially well suited going forward for the
development of materials that greatly reduce or eliminate cobalt from the cathode.

*  Non-Flammable Electrolyte—Since lithium-ion batteries typically use flammable organic solvents, they have the
potential, under certain conditions, to catch fire. Our technology, protected through patents and trade secrets, will
not catch fire even if a flame is directly brought in contact with a cup of the electrolyte formulation. We believe
that the use of our electrolyte greatly slows, and in some cases can entirely stop, a lithium-ion cell from catching
fire. Reducing the flammability of lithium-ion cells is an important safety feature that we believe will become

more valued as the market pushes towards ever higher, and hence less stable, energy density cells.
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Cell Chemistry

®* LTO—LTO is used in place of the typical graphite on the anode. LTO greatly enhances the lithium-ion cell’s
safety and fast charge ability, at the cost of some energy density. As compared to a majority of our carbon anode
competitors, our cells using LTO have an exceptional lifespan, lasting up to 20 times longer. Our cells using LTO
have successfully addressed a key problem for the technology, cell gassing, which degrades battery performance.
By eliminating the gas generation during cycling, our cells can have a long lifespan.

*  NMC—Applications requiring higher energy cell density today must be built using the layered metal oxide crystal
structure (which includes NMC, nickel cobalt aluminum, and nickel cobalt manganese aluminum). Our cells based
on this chemistry have excellent cycle performance, as demonstrated by our cells being able to complete
thousands of constant current charge cycles before losing performance compared to cells produced by certain of
our competitors, which we contribute to our better understanding of the various cell materials from our vertical
integration structure. Through our control of the cathode and separator technologies, we expect our NMC cells
will have a lower total cost of ownership and enhanced safety compared to many of our competitors’ products.
Microvast cells using NMC technology have been third-party evaluated by various U.S. National Labs and by
Technischer Uberwachungsverein (Technical Inspection Association), confirming our claims to performance. The
high energy 53.5Ah cell is our latest product offering from our long history of developing and manufacturing
NMC cell technologies.

*  LFP—One of the safest cathode options, lithium iron phosphate (“LFP”), is manufactured from lower-cost
materials, making it more affordable than NMC cells, though in recent times this cost advantage has been
somewhat eroded due to the significant increases in the price of lithium, which is used in higher quantities in a
LFP cell compared to a NMC cell. Our LFP cells were developed at the behest of a Chinese OEM, and we believe

that our technology was selected over one of the biggest battery companies in the world because our performance
and price were superior.

Key Benefits of our Technology and Applications
We believe our technologies and battery systems offer the following advantages:

®  Tailored Battery Solutions. Our history of conducting research into lithium-ion batteries has allowed us to develop
and commercialize a broad range of cell chemistries, including LTO, LFP, nickel manganese cobalt version 1
(“NMC-17) and nickel manganese cobalt version 2 (“NMC-2"). This broad spectrum of lithium-ion cell
technologies allows us to tailor our product offering to suit each customer’s needs. We are then able to take their
preferred cell chemistry and integrate it into our modules and packs, which are designed to maximize the
performance of each Microvast cell technology. As a result, we have battery solutions for any commercial
vehicle application, including light, medium, and heavy-duty trucks, buses, trains, mining trucks, marine and port
vehicles, automated guided and specialty vehicles. In some cases, BMS and installation may be provided to the
customer. The BMS monitors the battery, improving the safety and thermal control, which enhances the battery
system lifespan and cost-efficiency.

*  Ultra-Fast Charging Capability. Depending on the selected battery chemistry, we can offer battery solutions that
can be fully charged in as little as 10 to 30 minutes, significantly faster than commonly used battery systems. The
ultra-fast charging capabilities of our battery systems significantly enhance electric vehicle mobility, and we
believe our solutions have the potential to accelerate consumer adoption of electric vehicles. Our latest-generation
LTO cells can be fully charged within 10 minutes while providing an energy density of up to 180 watt-hours per
liter (“Wh/1”) and 95 watt-hours per kilogram (“Wh/kg”). These ultra-fast charging capabilities and long battery
life can meet the diverse vehicle design requirements of our OEM customers. Our NMC-2 products can be fully
charged within 30 minutes, providing higher energy density of more than 220Wh/kg. Ultra-Fast charging
capabilities are a critical performance criterion for our commercial vehicle business while cells with higher energy
densities are important to both electric commercial vehicle and ESS customers.
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*  Long Battery Lifespan. We can offer battery solutions with a lifespan of between 2,500 and 20,000 full charge/
discharge cycles. The longer battery lifespan enables our battery systems’ useful life to match the life of the
vehicles or energy storage projects in which our systems are installed, avoiding the need to replace the battery and
thereby lowering our customers’ total cost of ownership. For example, our LTO batteries retain 90% of their
initial capacity after approximately 10,300 full charge/discharge cycles, according to a test report produced by the
Warwick Manufacturing Group, an academic department at the University of Warwick in the United Kingdom
(the “U.K.”).

*  Enhanced Margin of Safety. Drawing from an intellectual property library that took over a decade to develop, we
work to increase the margin of safety of our products, beginning with the initial design and continuing through the
use of carefully selected battery components. We believe our LTO battery is inherently safer than other battery
chemistries, due to its thermal stability, ability to operate in a broad range of temperatures, and a lower risk of
internal short circuits and fire-related hazards. For products demanding higher energy densities, our in-house
manufactured battery components, polyaramid separator, non-flammable electrolyte and FCG cathode
individually or collectively are being implemented in certain current and future products to improve product
safety. Our in-depth knowledge of how these battery components interact with each other in the battery cell is

utilized in the design and development of our products, enhancing our product margins.
Our Strategies

Our strategic objective is to generate long-term value for our stakeholders. To achieve this goal, we intend to
focus on the following:

*  Grow our ESS capabilities to help solve energy transition needs. We have developed, and are continuing to
develop, a broad range of battery technologies that will enable the transition to meet energy needs from clean and
renewable sources. Our growth strategy includes leveraging our technology and industry expertise to gain market
share and play a key part in decarbonization and mitigating climate change. We intend to further develop our line
of ESS solutions and services globally. So far, we have primarily sold our battery solutions to OEMs for use in
electric commercial vehicles and other specialty vehicles. We are now seeing considerable interest for our battery
systems from operators and developers of renewable energy projects, including as energy storage for renewable
energy generators and utility grids and for frequency regulation. The energy storage market offers significant
growth potential, and we plan to focus our efforts in the near term on the development of our ESS container

utilizing our 53.5Ah cell technology.

»  Continue our focus on shifting operations to Europe and the U.S. Initially, customer demand for battery solutions
for electric commercial vehicles was concentrated in the Asia & Pacific regions. As customer demand for our
products and services has grown in Europe and the U.S., we have expanded to meet these growth opportunities for
our battery technologies. We expect the demand for our products to continue to grow in these markets partly due
to regulatory incentives created by the IRA in the U.S. and the E.U. Green Deal, E.U. Fit for 55. In 2021, we
completed a 170,000 square foot module and pack manufacturing facility near Berlin, Germany. We are also
investing hundreds of millions of dollars across our U.S. operations, encompassing our new battery cell and
module manufacturing facility in Tennessee, our research and development (“R&D”) facility in Florida, and a new
facility for our ESS operations in Colorado. Additionally, we continue to invest in our existing operations in the
Asia & Pacific region and our efforts to grow our business in that region as well.

¢ Improve performance and reduce total cost of ownership of our battery systems. The total cost of ownership is an
important criterion for commercial electric vehicle and ESS customers. In order to maintain our market position,
we intend to continue to invest in R&D of our battery technology and seek new innovations to further lower costs.
For battery system solutions, this means continuing to develop new battery cells and modules and improving the
energy densities of our existing batteries. Our R&D team is working to integrate new designs, technologies and
materials into our cells to enhance performance and lower cost. One important strategy we have employed
historically and will continue to focus on going forward is an emphasis on research related to advanced materials
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and their ability to enhance our products. We believe that improving performance of the base components has the
added advantage of making all of our battery solutions, ESS solutions and our battery components more attractive
generally.

*  Expand our manufacturing capacity to meet growing demand. With the construction and expansion of facilities
and resources in the U.S., Europe and China, our manufacturing facilities will be located in close proximity to our
customers in each major region. We plan to prudently expand our manufacturing capacity to capture the large and
growing market opportunity for electric vehicles and ESS solutions, especially in the U.S. and Europe. Our
capacity expansions will be in phases based on our ongoing assessment of medium- and long-term demand for our
products. The aggregate manufacturing capacity is approximately 3 GWh per year as of December 31, 2022. After
adding 4.0 GWh of new capacity in 2023, we will strategically review some of our existing manufacturing
equipment and optimize that to best address anticipated future demand for our products. We plan to achieve a total
manufacturing capacity of 7 GWh and 11 GWh per year by December 31, 2023 and 2025, respectively, to support
growing demand for our existing products. In addition, we plan to expand our manufacturing capacity in the U.S.
for the polyaramid separator in connection with a recent award we received in collaboration with General Motors
for a $200 million grant from the DOE.

Manufacturing Capacity

We measure our manufacturing capacity in GWh, which represents the energy capacity of all batteries produced
for a single complete discharge, rather than the number of batteries we produce per year.

As of December 31, 2022, we had an annual manufacturing capacity of approximately 3 GWh cell, module and
pack capacity, 600 tons per year of cathode capacity, 3,000 tons of electrolyte capacity and 5 million square meters of
separator material capacity on a pilot line. All of this capacity is currently derived from our facility in Huzhou, China.

In Europe, we have a 170,000 square foot module and pack manufacturing facility near Berlin, Germany which
has been in production since 2021. We expect that, in the future, we may need to develop additional cell manufacturing
capacity in Europe to meet local demand in light of new European Union ("E.U.") regulations aimed at requiring battery
cell production in Europe, together with additional “green” regulations and policies that are likely to further increase
demand for battery-operated solutions.

In 2021, we purchased an existing building in Clarksville, Tennessee and are renovating it to support up to 2 GWh
of cell, module and pack capacity, which we expect to be in production by the fourth quarter of 2023. The Tennessee
facility, once fully equipped, will be able to support up to 4 GWh of cell, module and pack capacity. Once completed, it is
anticipated that this facility will primarily serve our customers in the U.S. In addition, we believe there is sufficient acreage
at the existing Tennessee facility to construct another building and further increase capacity by an additional 4 GWh, for a
total of 8 GWh of future manufacturing capacity. Further, we expect the battery cells and battery modules produced in our
Tennessee facility to be a direct beneficiary under section 45X of the IRA, which offers tax credits of $35 kWh for battery

cells and $10 kWh for battery modules for a total of $45 kWh in tax credits.

Additionally, we are in the process of adding 2 GWh battery cell and module capacity and 10 million square
meters of separator capacity to our facility in Huzhou, China, which we expect to be in full production of cells and modules
during the first quarter of 2023. We believe the newly built facility in Huzhou will support a total future manufacturing
capacity of up to 12 GWh.

By the end of 2023, we expect our total battery manufacturing capacity to be approximately 7 GWh with 4 GWh
of that devoted to fully automated lines to produce the high energy 53.5Ah cell. We are planning to increase our total
battery manufacturing capacity to approximately 11 GWh per year by 2025.
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Patents and Other Intellectual Property

We have built a proprietary intellectual property portfolio for over 15 years. We possess patents, licenses and/or
know-how covering the following proprietary material technologies:

*  Separators—We have developed a high-thermal separator made of polyaramid polymer with a melting point
above 300°C, which we believe will improve the safety of our batteries.

* FCG Cathode—In 2017, we licensed the FCG cathode process from Argonne National Labs. The FCG cathode is
distinguished by its unique manufacture, where a clear and gradual gradient in the transition metal content can be
observed during the analysis of a cathode particle.

*  Electrolytes—We have developed a high/low-temperature electrolyte that is stable at high temperatures
(approximately 70°C) and can release approximately 70% of its energy at extremely cold temperatures
(approximately -30°C) at a charge rate of 0 to 100% in one hour.

*  LTO powder—Our proprietary LTO powder used for our electrodes compacts densely, leading to higher
volumetric density while sustaining the ultra-fast charging properties of our batteries. It also allows our batteries
to operate with less resistance by preventing the formation and/or degradation of solid-electrolyte interphase (a
barrier formed between the electrolyte solution and electrode when the battery is charged) and limits the formation
of dendrites. Dendrites reduce performance and increase the risk of short circuits and fire-related hazards. More
importantly, our proprietary powder causes negligible volume expansion when the battery is charged and
discharged. This provides our batteries with stability during recharges and extends the life of the battery.

*  Anode—We are experimenting with and have developed various types of anode materials. For example, we have
developed porous carbon-based anode materials allowing for a higher charging rate. The porous structure allows

for faster transport of lithium-ions, contributing to the fast-charging properties of our batteries.

Our commercial success depends in part on our ability to obtain and maintain proprietary or intellectual property
protection for our designs and technology. Our policy is to protect our proprietary and intellectual property, which are the
drivers of our profitability. Understanding the risks of technology infringement in China, we compartmentalize know-how
and trade secrets in the U.S., and we have no IT connections between our operations in the U.S. and our operations in
China. While we have attempted to protect the unpatented proprietary technology that we develop or acquire, and will
continue to protect future proprietary technology. We believe that our success will depend, to a large extent, upon
continued innovation and technological expertise. For a more comprehensive discussion of the risks related to our
intellectual property, please see “Risk Factors — Risks Related to Our Intellectual Property.”

We use trademarks on some of our batteries and believe that having distinctive trademarks is an important factor
in marketing our batteries. We have registered in China, the U.S. and internationally our Microvast mark (including the
Microvast logo) and our other trademarks, including the LpTO, LpCO, MpCO, HpCO and Clean City Transit marks.

Research and Development

Our R&D and engineering efforts are focused on developing new battery solutions and continuously improving
the performance of existing battery systems. We design our battery systems by targeting specific performance metrics,
including energy density, power density and specific power, charge rate capability, cycle life, through-put energy and
various safety and abuse-tolerance metrics.

Our technology center is responsible for material development, cell development, pack development, FCG
manufacture, polyaramid separator manufacture, future technology development, testing simulation and analysis, and
intellectual property.

Our R&D efforts are focused on the following areas:
* improving the energy density, power, life and safety through developing key battery materials:
*  high energy cell and IT components;
* Dbattery cell safety;

* new cell applications development;
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* process development and scale-up;
* improving electrical, mechanical and thermal designs; and

* improving battery systems-level designs.

We believe that our ability to deliver higher performance batteries and battery systems depends on the rapid and
effective transfer of the technology developed in our R&D laboratories into our high-volume manufacturing facilities.
Therefore, we maintain pilot plant facilities and reserve a portion of our manufacturing capacity for structured experiments
related to manufacturing process development.

In December 2006, we established a research center, which covers approximately 75,000 square feet, in our
Huzhou, China manufacturing facility. The center is equipped with a full range of scientific equipment for a material
science research center, including an X-ray powder diffraction machine, scanning electron microscope, gas chromatograph/
mass spectrometer cape, laser particle size analyzers, electrochemical comprehensive test analyzers and other scientific
equipment.

In September 2016, we also set up a research center in Orlando, Florida to work on longer-term technology
development. In October 2021, we expanded our presence in the greater Orlando area with the purchase of a 75,000 square
foot facility, which is dedicated to R&D efforts.

Our R&D expenses totaled $16.6 million, $34.4 million and $43.5 million for the years ended December 31, 2020,
2021 and 2022, respectively.

Sales and Marketing

We market and sell our products primarily through a direct sales force divided into three regional divisions:
Europe, Middle East and Africa, North and South America, and the Asia & Pacific region.

Electric Commercial Vehicles

We engage electric vehicle and drive train manufacturers directly to educate and inform them about the benefits of
our technology and products. Our sales cycles vary by market segment, but typically follow a lengthy development and
qualification period prior to commercial manufacturing. We expect the total time from customer introduction to
commercial manufacturing will range from 2 to 4 years depending on the specific solution and market segment. For
example, total time in the transportation market includes a customer’s preliminary technology review, which generally
ranges from 3 to 9 months, followed by test and evaluation, which generally ranges from 12 to 18 months. We also offer
standard off-the-shelf packs to our customers which provide them with the potential to dramatically shorten their time to
market.

Utility-Scale ESS

Initially, our ESS sales and marketing efforts are focused on the utility scale ESS market for energy shifting in the
U.S. This segment of the ESS market is predicted to be the largest by volume and value in the U.S. Our plan is to pursue
sales opportunities in other regions once we have developed an established market presence in the U.S.

Our marketing is focused on the launch of our ESS container, communicating the attributes of our product and
technologies, and creating awareness for the Microvast brand in the energy sector. Our sales cycle usually involves a
request for proposal process and can take 6 to 12 months from start to manufacturing. A distinct advantage of the ESS
business is this much shorter sales cycle, where project owners and developers do not need to go through the same testing
requirements as is required for putting a battery into a vehicle.
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Battery Components

For battery components, our product promotion starts with R&D engineers for passenger car OEMs and consumer
electronics manufacturers. We may send certain customers samples of materials and/or prototypes for evaluation to support
the sale of the component.

Materials
All lithium-ion batteries are composed of an anode, cathode, electrolyte and separator.

*  Anode — Our anode is selected historically from LTO or graphite in our product cells. In the coming years, we
anticipate that we will develop and market a new product that contains silicon or silicon oxide.

*  Cathode — For NMC, our existing products are made using commercially supplied materials, and our future cell
products will utilize FCG when possible. For NMC-based cathodes, the sourcing and availability of cobalt is a key
issue for many OEM buyers. As such, we are actively engaged in research to greatly reduce or eliminate the use of
cobalt from our material stream. We have made LFP cells for a manufacturer of passenger electric vehicles in
China and the raw materials for this cell are sourced from a commercial supplier.

®  Electrolyte — Our present lithium-ion cells use liquid-based electrolyte formulations. For carbonate-based
electrolytes we typically elect to buy the base solvents from commercial suppliers due to lower costs from their
economies of scale, and then blend solutions in-house to ensure our proprietary mixtures are not shared outside the
company.

*  Separator — The separator is another key material in our lithium-ion cells. While we have in the past used the
industry norm polyethylene/polypropylene materials, we are now working so that in the future we will integrate as
many cells as possible with our proprietary polyaramid technology. In addition, we are actively working to build
on our polyaramid knowledge to develop a solid electrolyte battery system that could incorporate the polyaramid
material as a component of the solid electrolytes. If the solid electrolyte approach is successful, not only will it
eliminate the use of liquid electrolytes, but it will also potentially enable new anode chemistries such as lithium
metal, which is needed to reach cells with over 1,000 Wh/I energy densities.

Suppliers and Supply Arrangements

We currently purchase certain key raw materials for our electrodes and a variety of other components from third
parties, some of which we only source from one supplier or from a limited number of suppliers. By purchasing larger
volumes of raw materials, we have been able to establish long-term supply agreements for some of our key raw materials
and components and made measurable improvements in pricing and supplier payment terms. We have also increased the
sources of supply for some of our key raw materials. Some of our raw material prices are indexed to a benchmark price for
that material or its underlying base metal and therefore fluctuations of metal prices may cause our suppliers to adjust their
prices accordingly. See “Risk Factors — Risks Related to our Business and Industry — We currently purchase certain key
raw materials and components from third parties, some of which we only source from one supplier or from a limited
number of suppliers.”

Customers

We have various arrangements in place with major global electric vehicle manufacturers to develop batteries and
battery systems, mostly in relation to the commercial vehicle market. Our battery systems are used in plug-in hybrid
electric vehicles, battery electric vehicles and hybrid electric vehicles markets. For the electric commercial vehicle market,
we typically enter into long-term supply agreements or framework agreements and these usually do not provide for any
minimum purchase obligations on the customer. Typically, the customers under these agreements will issue purchase
orders for a fixed quantity of battery systems, and that purchase order is its contractual commitment to purchase.

We will also enter into contracts where a customer is committed to take a defined volume of battery systems, as is
much more characteristic of the ESS market. In 2022, we entered into such an agreement to supply our container solution
for a 1,200 MWh battery energy storage project co-located with a solar facility in the U.S.

10
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Due to the sales cycle of our solutions and the relatively small customer base, we experience significant customer
concentration. For the year ended December 31, 2022, our top five customers contributed 36.1% of our revenue. See “Risk
Factors — Risks Related to our Business and Industry — We have a limited customer base and depend on a small number
of customers for a significant portion of our revenues to date and this dependence is likely to continue.”

As of December 31, 2022, we had an order backlog for our battery systems of approximately $410.5 million,
equivalent to approximately 1,599.7 MWh, approximately 90% of which is attributable to the U.S. and Europe. We expect
to fulfill most of our backlog within 2023 and 2024.

Human Capital

As of December 31, 2022, we had 1,535 full-time employees and 730 independent contractors. All decisions and
control, and all of our senior management, are centralized in the U.S. Our key human capital objectives in managing our
business include attracting, developing and retaining top talent while integrating diversity, equity and inclusion principles
and practices. We have built a team comprised of individuals with diverse backgrounds, skills and perspectives to produce
better ideas and provide greater success in meeting the needs of our customers. Our results-oriented culture is committed to
developing and delivering differentiated solutions at a faster rate than our competitors.

We offer competitive benefits packages for our full-time employees. Additionally, our employees have
opportunities to earn annual bonuses and eligible employees have the opportunity to participate in our equity-based
compensation program. We believe our compensation programs allow us to attract and retain talented employees willing to
grow with us.

We emphasize the importance of safety to all of our employees who work in our manufacturing and research
facilities. Our safety performance and training results are measured and reported weekly. The foundations of our safety
programs are based on global health and safety standards. During the COVID-19 pandemic, we followed local authority
guidelines in all locations to ensure the safety of both employees and our customers. To date, we have not experienced any
work stoppages as a result of labor disputes, and we consider our employee relations to be good.

Competition

Competition in the battery industry is fierce and rapidly evolving. Our markets are subject to changing and
evolving technology trends, shifting customer needs and expectations and frequent introduction of new technologies. We
believe the primary competitive factors in our markets are:

* product performance, reliability and safety;

* integrated solutions;

* total cost of ownership;

* regional and industrial regulations;

® pricing;

* availability and pricing of raw materials;

* time to market for new technologies/chemistries; and
*  manufacturing capabilities.

Our competitors include many large, established, high volume battery manufacturers as well as new companies
focused on the development of one or more battery technologies. The established Asian competitors from China, Japan and
South Korea still dominate the global market and, due to the scale of their operations, have the ability to engage in tactical
pricing initiatives to preserve and grow market share. See “Risk Factors — Risks Related to our Business and Industry —
We mainly manufacture and market lithium-based battery systems. If a viable substitute product or chemistry to lithium-
based battery systems emerges and gains market acceptance, our business, financial condition and results of operations
will be materially and adversely affected. Furthermore, our failure to keep up with rapid technological changes and
evolving industry standards within the lithium-based battery market may cause our products to become obsolete and less
marketable, resulting in loss of market share to our competitors.”

11
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Governmental Regulation and Environmental Compliance
Environmental Matters — Our Asian facility

Our manufacturing activities in China are subject to the requirements of Chinese environmental laws and
regulations on air emission, wastewater discharge, solid waste and noise and the generation, handling, storage, use,
transportation and disposal of hazardous materials. We believe we are in compliance with these environmental laws and
regulations in all material aspects. We have built environmental treatment facilities concurrently with the construction of
our manufacturing facilities, where the waste air, wastewater and waste solids we generate can be treated in accordance
with the relevant requirements. We have outsourced the disposal of hazardous solid waste we generate to a third-party
contractor in accordance with the relevant laws. We believe we have maintained pollutant emission levels at each of our
facilities in material compliance with levels prescribed by the relevant governmental authorities.

Environmental Matters — Our European Production Facility

Operations at our German facility are subject to a variety of environmental, health and safety regulations,
including those governing the generation, handling, storage, use, transportation and disposal of hazardous materials. In
order to conduct our operations by the fourth quarter of 2023, we obtained the Quality Management Standards IATF
16949:2016 and ISO 9001:2015 followed by ISO 14001:2015 — Environmental Quality Management Standard and ISO
50001:2011 — Energy Management. For safer working conditions we will also implement ISO 45001-2018 by the fourth
quarter of 2023 — Occupational Health and Safety and all our machines and production lines are delivered with
Conformité Européenne, European Quality Standard label according to the Machinery Directive 2006/42/EC.

In transit, lithium-ion batteries are subject to rules governing the transportation of “dangerous goods.” We only
use carriers that meet these requirements. We have policies and programs in place to help assure compliance with our
obligations such as machine guarding, laser welding, hazardous material management and transportation. Furthermore, in
order to obtain the existing building permits, we are obligated to perform environmental compliance and fire protection
concept requirements under German regulations. All these standards and certificates are designed to comply with
applicable government regulations and laws, as well as the standards of the automotive industry.

We train our employees and conduct internal audits of our operations to assess our fulfillment of these policies. As
demonstrated in our pilot project for “Sustainable Battery Production” with TUV SUD Germany, the environment is very
important to us.

Environmental Matters — Our U.S. Production Facility

Federal, state, and local regulations impose significant environmental requirements on the manufacture, storage,
transportation, and disposal of various components of advanced ESS. Although we believe that our operations are in
material compliance with current applicable environmental regulations, there can be no assurance that changes in such laws
and regulations will not impose costly compliance requirements on us or otherwise subject us to future liabilities.

Moreover, federal, state, and local governments may enact additional regulations relating to the manufacture,
storage, transportation, and disposal of components of advanced ESS. Compliance with such additional regulations could
require us to devote significant time and resources and could adversely affect demand for our products.

General Environmental Matters

We are not currently subject to any admonitions, penalties, investigations or inquiries imposed by the
environmental regulators, nor are we subject to any claims or legal proceedings to which we are named as a defendant for
violation of any environmental law or regulation. We do not have any reasonable basis to believe that there is any
threatened claim, action or legal proceedings against us relating to any environmental law or regulation that would have a
material adverse effect on our business, financial condition or results of operations. See “Risk Factors — Risks Related to
our Business and Industry — Compliance with environmental regulations can be expensive, and failure to comply with
these regulations may result in monetary damages and fines, adverse publicity and have a material adverse effect on our
business..”

12
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Workers’ Health and Production Safety Compliance

We are subject to numerous laws and regulations related to the health of our employees and production safety of
our facilities in each jurisdiction in which we operate.

These laws and regulations include in some jurisdictions a requirement to engage a qualified institution to make a
safety evaluation report on its work safety conditions and to file such a safety evaluation report with the local work safety
authority for the use of hazardous chemicals in our manufacturing process.

We are not currently subject to any admonitions, penalties, investigations or inquiries relating to workers’ health
and production safety law or regulations, nor are we subject to any claims or legal proceedings to which we are named as a
defendant for violation of any workers’ health and production safety law or regulation. We do not have any reasonable
basis to believe that there are any threatened claims, actions or legal proceedings against us relating to any workers’ health
and production safety law or regulation that would have a material adverse effect on our business, financial condition or
results of operations. See “Risk Factors — Risks Related to our Business and Industry — We may fail to comply with
certain health and production safety laws and regulations governing hazardous materials.”

Seasonality

We have historically experienced higher sales during our third and fourth fiscal quarters as compared to our first
and second fiscal quarters. However, our limited operating history makes it difficult for us to judge the exact nature or
extent of the seasonality of our business.

Corporate Information

Microvast, Inc. was originally incorporated in Texas in 2006 and later converted to a Delaware corporation in
December 2015. On July 23, 2021, Tuscan Holdings Corp. ("Tuscan") a Delaware corporation established in April 2016
for the purpose of effecting a merger, capital stock exchange, asset acquisition, stock purchase, reorganization, or similar
business combination with one or more businesses) consummated the acquisition of Microvast, Inc. pursuant to an
Agreement and Plan of Merger dated February 1, 2021, between Tuscan, Microvast, Inc. and TSCN Merger Sub Inc. (the
“Business Combination”). In connection with the consummation of the Business Combination, we changed our name from
Tuscan to “Microvast Holdings, Inc.” Our principal executive offices are located at 12603 Southwest Freeway, Suite 300,
Stafford, Texas 77477, and our telephone number is (832) 875-0131. Our website is Attps://microvast.com. The
information posted on our website is not incorporated by reference into this Annual Report.

We make available on or through our website certain reports and amendments to those reports that we file with or
furnish to the U.S. Securities and Exchange Commission (“SEC”) in accordance with the Securities Exchange Act of 1934,
as amended (the “Exchange Act”). These include our annual reports on Form 10-K, our quarterly reports on Form 10-Q,
and our current reports on Form 8-K, amendments to those reports and our Proxy Statement for our annual meeting of
stockholders. These filings are available for download free of charge on our investor relations website located at Attps.//
ir.microvast.com/financials-filings/sec-filings. The SEC also maintains a website that contains reports, proxy statements,
and other information about issuers that file electronically at www.sec.gov.

ITEM 1A. RISK FACTORS

You should carefully consider the risk factors discussed below, as well as all other information, as an investment
in the Company involves a high degree of risk. We operate in a changing environment that involves numerous known and
unknown risks and uncertainties that could materially adversely affect our operations. Any of the following risks could
materially and adversely affect our business, financial condition, results of operations or prospects. However, the selected
risks described below are not the only risks facing us. Additional risks and uncertainties not currently known to us or those
we currently view to be immaterial may also materially and adversely affect our business, financial condition, results of
operations or prospects. In such a case, the trading price of our securities could decline.
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Risk Factors Summary

Below is a summary of material factors that make an investment in our common stock speculative or risky:

Risks Related to Our Business and Industry

Our future growth depends upon the willingness of commercial vehicle and specialty vehicle operators and
consumers to adopt electric vehicles, and the availability of alternative technology.

Certain components of our batteries pose safety risks that may cause accidents, which could lead to liability to us,
cause delays in manufacturing of our product and/or adversely affect market acceptance.

We have a limited customer base and depend on a small number of customers for a significant portion of our
revenues to date and this dependence is likely to continue.

We have a limited operating history and have incurred losses in the operation of our business and anticipate that
we will continue to incur losses in the future. We may never achieve or sustain profitability.

We may be unable to meet our future capital requirements, which could limit our ability to grow and have a
material adverse effect on our financial position and results of operations.

We may incur significant costs as a result of the warranties we supply with our products and services.

Our failure to increase our manufacturing output and cost-effectively manufacture our batteries in quantities which
satisfy our customers’ demand and product specifications and their expectations for product quality and reliable
delivery could damage our customer relationships and result in significant lost business opportunities for us.

Our planned expansion into new applications and new markets as we continue to expand our global presence pose
additional risks which could adversely affect our business, financial condition and results of operations.

We rely on third parties to manufacture chargers and charging poles and to build charging stations that are
necessary for using our products, and our ability to market our products depends on the establishment of charging
station networks that meet the needs of our products.

We currently purchase certain key raw materials and components from third parties, some of which we only
source from one supplier or from a limited number of suppliers.

Our business depends substantially on the continuing efforts of our senior executives and other key personnel, and
our business may be severely disrupted if we lost their services.

Our management has limited experience in operating a public company.

Our batteries and our website, systems, and data we maintain may be subject to intentional disruption, other

security incidents, or alleged violations of laws, regulations, or other obligations.

Risks Related to Doing Business in China

Adverse changes in political, economic, and other policies of the government of the People’s Republic of China
(the “PRC”) could have a material adverse effect on the overall economic growth of China, which could
materially and adversely affect the growth of our business and our competitive position.

Our operations in China are subject to extensive PRC government regulation, and changes to such regulations
could increase our costs or limit our ability to conduct activities in China. We could become subject to regulations
issued by the Cyberspace Administration of China (“CAC”) and requirements of the PRC government’s cyber or
data security laws.

Any future revocation of approvals or any future failure to obtain approvals applicable to our business or any
adverse changes in foreign investment policies of the PRC government may have a material adverse impact on our
business, financial condition and results of operations.

The PRC government may exert substantial influence over the manner in which we conduct our business
operations in China.

China’s legal and judicial system may not adequately protect our business and operations and the rights of our

investors.
Our securities may be prohibited from trading in the United States under the Holding Foreign Companies
Accountable Act (the "HFCAA") in the future if the Public Company Accounting Oversight Board (the

14



Table of Contents

"PCAOB") is unable to inspect or investigate completely auditors located in China. The delisting of the securities,
or the threat of their being delisted, may materially and adversely affect the value of your investment.

*  Changes in the policies of the PRC government, including more oversight and control over offerings that are
conducted overseas and/or foreign investment in China-based issuers, could have a significant impact on the
business we may be able to conduct in China, the profitability of our business and the value of our common stock.

* Restrictions under PRC law on our PRC subsidiaries’ ability to make dividends and other distributions could
materially and adversely affect our ability to grow, make investments or acquisitions that could benefit our
business, pay dividends to you, and otherwise fund and conduct our business.

*  We have become subject to the recent scrutiny, criticism and negative publicity involving U.S.-listed companies
with substantial operations in China, and we have and we may continue to expend significant resources to
investigate and resolve the matter which could harm our business operations, stock price and reputation, especially

if such matter cannot be addressed and resolved favorably.

Risks Related to Our Intellectual Property
*  We may not be able to protect our intellectual property rights in the major markets in which we operate, including
China, and we could incur substantial costs as a result of any claim of infringement of another party’s intellectual
property rights.
*  We rely substantially on unpatented proprietary technologies.
®  Our success depends on our ability to obtain, maintain and protect our intellectual property rights.
*  We could incur substantial costs as a result of any claim of infringement of another party’s intellectual property

rights.

Risks Related to Ownership of Common Stock

*  We may issue additional shares of common stock or other equity securities, which may depress the market price
of common stock.

* Resales of our common stock may cause the market price of our securities to drop significantly, even if our
business is doing well.

*  Even though the warrants have become exercisable, there is no guarantee that the warrants will be in the money
prior to their expiration, and they may expire worthless.

*  The Tuscan Group (as defined below) is likely to make a substantial profit even if the trading price of our
common stock materially declines due to the nominal purchase price Tuscan paid for the Founder Shares (as
defined below).

General Risk Factors
*  Our lengthy and variable sales cycle makes it difficult for us to forecast our revenue and operating results.
*  We face risks related to health epidemics, including the COVID-19 pandemic, and geopolitical risks such as the

Ukraine/Russia crisis, which could have a material adverse effect on our business and results of operations.

Risks Related to Our Business and Industry

Our future growth depends upon the willingness of commercial-vehicle and specialty-vehicle operators and consumers
to adopt electric vehicles.

Our growth is highly dependent upon the adoption of electric vehicles by commercial-vehicle and specialty-
vehicle operators and consumers. If the markets for electric vehicles in China, Europe or the U.S. do not develop as we
expect or develop more slowly than we expect, our business, prospects, financial condition and operating results will be
harmed, because demand for our products and services will not increase as expected or may even be reduced. The market
for alternative fuel vehicles is relatively new, rapidly evolving, characterized by rapidly changing technologies, price
competition, numerous competitors, evolving government regulation and industry standards, frequent new vehicle
announcements and changing consumer demands and behaviors.

Other factors may influence the adoption of electric vehicles, including, but not limited to:
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* perceptions about electric vehicle quality, design, performance and cost, especially if adverse events or accidents
occur that are linked to the quality or safety of electric vehicles;

* perceptions about electric vehicle quality, safety (in particular with respect to lithium-ion battery packs), design,
performance and cost, especially if adverse events or accidents occur that are linked to the quality or safety of
electric vehicles;

*  volatility in sales of electric vehicles;

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

* negative perceptions of electric vehicles, such as that they are more expensive than non-electric vehicles and are
only affordable with government subsidies or that they have failed to meet customer expectations;

* the limited range over which electric vehicles may be driven on a single battery charge and the effects of weather
on this range;

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

* concerns about electric charging infrastructure availability and reliability, which could derail past and present
efforts to promote electric vehicles as a practical solution to vehicles which require gasoline;

* concerns about charging station standardizations, convenience and cost influencing consumers’ perceptions
regarding the convenience of electric vehicle charging stations;

* concerns of potential customers about the susceptibility of battery packs to damage from improper charging, as
well as the lifespan of battery packs and the cost of their replacement;

* concerns regarding comprehensive insurance coverage related to electric vehicles;

* developments in alternative technologies, such as advanced diesel, ethanol, fuel cells or compressed natural gas,
or improvements in the fuel economy of the internal combustion engine, which could adversely affect sales of
electric vehicles;

¢ the environmental consciousness of consumers;

* the availability and volatility in the cost of natural gas, diesel, coal, oil, gasoline and other fuels relative to
electricity;

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

* concerns regarding the value and costs for upkeep of electric vehicles in the used car market;

* the availability of enough skilled labor in after-sale services; and

*  macroeconomic factors.

In anticipation of an expected increase in the demand for electric vehicles in the next few years, we have
commercialized five types of ultra-fast charging lithium battery technologies (LpTO, LpCO, MpCO, HpCO and HnCO).
We also intend to continue to invest in R&D of more ultra-fast charging lithium battery products and to expand the range
of applications for such batteries. However, the markets we have targeted, primarily those in China, Europe and the U.S.
may not achieve the level of growth we expect. If any market fails to achieve our expected level of growth, we may have
excess manufacturing capacity and may not be able to generate enough revenue to achieve or sustain our profitability.

Certain components of our batteries pose safety risks that may cause accidents, which could lead to liability to us, cause
delays in manufacturing of our product and/or adversely affect market acceptance.

Our battery systems contain lithium-ion cells, which have been used for years in laptops and cell phones. On rare
occasions, lithium-ion cells can rapidly release the energy they contain by venting smoke and flames in a manner that can
ignite nearby materials. Highly publicized incidents of laptop computers and cell phones bursting into flames have focused
consumer attention on the safety of these cells. Moreover, there have been numerous widely publicized reports of electric
buses bursting into flames, particularly in China. These events have also raised questions about the suitability of these
lithium-ion cells for automotive applications. We are aware of at least two incidents occurring in our customers’ vehicles.
One incident resulting in a fire arose when an electric bus powered by our battery was left on a disqualified charger
overnight. The other incident resulting in a fire involved a bus that was driven through deep water in a flood for over an
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hour. We have subjected our battery systems to various tests and damaging treatments such as baking, overcharging,
crushing or puncturing to assess the response of our battery systems to deliberate and sometimes destructive abuse.
However, there can be no assurance that a field failure of our battery systems will not occur, which could damage the
vehicle in which it is fitted or lead to personal injury or death and may subject us to lawsuits. Moreover, any failure of a
competitor’s battery system, especially those that use a high volume of cells similar to ours, may cause indirect adverse
publicity for us. Such adverse publicity would negatively affect our brand and harm our business, prospects, financial
condition and operating results.

As with any battery, our lithium-based batteries can short circuit when not handled properly. Due to the high
energy and power density of lithium-based batteries, a short circuit can cause rapid heat buildup. Under extreme
circumstances, this could cause a fire. This is most likely to occur during the formation or testing phase of our process.
While we incorporate safety procedures and specific safety testing in our battery testing facilities to minimize safety risks,
we cannot assure you that an accident in any part of our facilities where charged batteries are handled will not occur. Any
such accident could result in injury to our employees or damage to our facility and would require an internal investigation
by our technical staff. Our general liability insurance may not be sufficient to cover potential liability that would result
from such accidents. Any such injuries, damages or investigations could lead to liability to us, cause delays in the
manufacturing of our product and/or adversely affect market acceptance which could adversely affect our operations and
financial condition.

Our manufacturing process incorporates pulverized solids, which can be toxic to employees when allowed to
become airborne in high concentrations. We have incorporated safety controls and procedures into our manufacturing
processes designed to maximize the safety of our employees and neighbors. Any related incident, including fire or
personnel exposure to toxic substances, could result in significant manufacturing delays or claims for damages resulting
from injuries, which could adversely affect our operations and financial condition.

We have a limited customer base and depend on a small number of customers for a significant portion of our revenues
to date and this dependence is likely to continue.

Due to the nature of our industry and our limited operating history, we have a limited customer base and have
depended on a small number of customers for a significant portion of our revenue. In the years ended December 31, 2020,
2021 and 2022, we sold our electric battery products to 231, 332 and 364 customers, respectively. Our top five customers
accounted for approximately 31.4%, 37.3% and 36.1% of our revenues in the years ended December 31, 2020, 2021 and
2022, respectively. Our limited customer base and customer concentration could make it difficult to negotiate attractive
prices for our products and could expose us to the risk of substantial losses if a single dominant customer stops purchasing,
or significantly reduces orders for, our products. We expect that a limited number of customers will continue to contribute
a significant portion of our sales in the near future. Our ability to maintain close relationships with these top customers is
essential to the growth and profitability of our business. If we fail to sell our products to one or more of these top customers
in any particular period, or if a large customer purchases fewer of our products, defers orders or fails to place additional
orders with us, or if we fail to develop additional major customers, our revenue could decline, and our results of operations
could be adversely affected.

The unavailability, reduction or elimination of, or uncertainty regarding, government and economic incentives or
subsidies available to end-users and OEMs in the U.S., China, Europe and other jurisdictions could have a material
adverse effect on our business, financial condition, operating results and prospects.

We believe that, currently, the availability of government subsidies and incentives available to end-users and
OEMs is an important factor considered by our customers when purchasing our batteries for electric vehicles and ESS, and
that our growth depends in part on the availability and amounts of these subsidies and incentives. Any further reduction or
elimination of government and economic incentives or subsidies may result in the diminished competitiveness of the
alternative fuel vehicle or energy storage industry generally or electric vehicles or energy storage projects that use our
batteries in particular.

Currently, government programs in the U.S., China and in Europe favor the purchase of electric vehicles,
including through disincentives that discourage the use of gasoline-powered vehicles. If such government programs are
reduced or eliminated, or the available benefits thereunder are exhausted earlier than anticipated, demand for electric
vehicles may decrease and our sales of electric battery products could be adversely affected. In addition, customers may
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delay taking delivery of our battery products if they believe that certain electric vehicle incentives will be available at a
later date, which may adversely affect our business, financial condition, operating results and prospects.

We have incurred losses in the operation of our business and anticipate that we will continue to incur losses in the
future. We may never achieve or sustain profitability.

We incurred a net loss of approximately $158.2 million for the year ended December 31, 2022, and an
accumulated deficit of approximately $791.2 million since our inception in 2006 through the year ended December 31,
2022. We believe that we will continue to incur operating and net losses each quarter until at least the time we begin
significant production of our higher energy cell products, which is not expected to occur until 2024 and may occur later.

We expect the rate at which we will incur losses to be significantly higher in future periods as we, among other
things, continue to incur significant expenses in connection with the design, development and manufacturing of our
batteries, as we expand our R&D activities, invest in manufacturing capabilities, build up inventories of components for
our batteries, increase our sales and marketing activities, develop our distribution infrastructure and increase our general
and administrative functions to support our growing operations. We may find that these efforts are more expensive than we
currently anticipate or that these efforts may not result in revenues, which would further increase our losses.

The demand for batteries in transportation and other markets depends on the attractiveness of fossil fuel alternatives.
Extended periods of low oil prices could adversely affect demand for electric and hybrid electric vehicles.

Lower oil prices over extended periods of time may lower the perception in government and the private sector that
cheaper, more readily available energy alternatives should be developed and produced and governments may eliminate or
modify regulations or economic incentives related to fuel efficiency and alternate forms of energy. If oil prices remain at
deflated levels for extended periods of time, the demand for hybrid and electric vehicles may decrease and the demand for
our batteries could be reduced, which would have a material adverse effect on our business.

In addition, alternatives to gasoline, such as compressed natural gas and biofuels, could impact the demand for
electric vehicles if the distribution and costs of these alternative fuels become more attractive through innovation. Biodiesel
for trucks and specialty vehicles could become more commonplace, which would directly compete with our bus and
specialty vehicle batteries, and which may result in decreased demand for our product.

We mainly manufacture and market lithium-based battery systems. If a viable substitute product or chemistry to
lithium-based battery systems emerges and gains market acceptance, our business, financial condition and results of
operations will be materially and adversely affected. Furthermore, our failure to keep up with rapid technological
changes and evolving industry standards within the lithium-based battery market may cause our products to become
obsolete and less marketable, resulting in loss of market share to our competitors.

We mainly manufacture and market lithium-based battery systems. As we believe that the market for lithium-
based batteries has good growth potential, we have focused our R&D activities on exploring new lithium chemistries and
formulas to enhance our product quality and features while reducing cost. Some of our competitors are conducting R&D on
alternative battery technologies, such as fuel cells and supercapacitors, and academic studies are ongoing as to the viability
of sulfur and aluminum-based battery technologies. If any viable substitute products emerge and gain market acceptance
because they have more enhanced features, more power, more attractive pricing or better reliability, the market demand for
our products may decrease, and accordingly our business, financial condition and results of operations would be materially
and adversely affected.

Significant developments in alternative technologies, such as fuel cell technology, advanced diesel, ethanol,
hydrogen or natural gas, or breathing batteries, may materially and adversely affect our business, prospects, financial
condition and operating results in ways that we may not currently anticipate. Existing and other battery technologies, fuels
or sources of energy may emerge as customers’ preferred alternatives to our battery products. Any failure by us to develop
new or enhanced technologies or processes, or to react to changes in existing technologies, could materially delay our
development and introduction of new and enhanced alternative products, which could result in decreased revenue and a
loss of market share to our competitors. .For example, research on the electrochemical applications of carbon
nanotechnology and other storage technologies is developing at a rapid pace, and many private and public companies and
research institutions are actively engaged in the development of new battery technologies based on carbon nanotubes,
nanostructured carbon materials and other non-carbon materials. If we fail to adopt these new technologies, or develop new
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technologies of our own, such technologies may, if successfully developed by our competitors, offer significant
performance or price advantages compared with our technologies and our technology leadership and competitive strengths
may be adversely affected.

Our R&D efforts may not be sufficient to adapt to changes in alternative fuel and electric vehicle technology. As
technologies evolve, we plan to upgrade or adapt our energy solutions with the latest technology, in particular lighter
weight modules and packs, advanced cooling methods and advanced battery chemistry, which may also negatively impact
the adoption of our other products. However, we may not compete effectively with alternative systems if we are not able to
source and integrate the latest technology into our battery products. To achieve this goal, we have invested and plan to
continue investing significant financial resources in our R&D infrastructure. R&D activities, however, are inherently
uncertain, and we might encounter practical difficulties in commercializing our research results. Accordingly, our
significant investment in our R&D infrastructure may not lead to marketable products.

On the other hand, our competitors may improve their technologies or even achieve technological breakthroughs
either as alternatives to lithium-based battery systems or improvements on existing lithium-based battery systems that
would render our products obsolete or less marketable. Therefore, our failure to effectively keep up with rapid
technological changes and evolving industry standards by introducing new and enhanced products may cause us to lose our
market share and to suffer a decrease in our revenue.

We may not be able to maintain our competitive position if we face intense competition from other battery
manufacturers, many of which have significantly greater resources.

The market for batteries used in electric vehicles, light electric vehicles and ESS is intensely competitive and is
characterized by frequent technological changes and evolving industry standards. We expect competition to become more
intense. Increased competition may result in a decline in average selling prices, causing a decrease in gross profit margins.
We have faced and will continue to face competition from other manufacturers of lithium-ion batteries, as well as from
companies engaged in the development of batteries incorporating new technologies. There are other competitors capable of
manufacturing and delivering fast-charging battery systems that can charge as quickly as our LpTO and LpCO power
battery solutions and we cannot assure you that they will not also enter the markets that we are currently in or intend to
enter. For example, certain battery manufacturers offer lithium-based battery solutions that can be fully charged within a
similar amount of time as our battery solutions, but with much shorter life cycles compared to our solutions. Other major
manufacturers of high-power lithium batteries currently include Panasonic, Samsung SDI, BYD, CATL, Tianjin Lishen,
Boston-Power, Wanxiang Group, Amperex Technology and LG Chem. In addition, vehicle manufacturers, such as GM,
Ford, Rivian and Tesla, have entered the markets for our products and may become our competitors, either directly or
through joint venture arrangements with major lithium-based battery manufacturers. Potential customers may choose to do
business with these or other established vehicle manufacturers who enter the markets for our products because of their
perception that vehicle manufacturers are more stable, have greater manufacturing capacity and have the capability to adapt
battery products to their vehicles.

Many of these competitors have greater financial, personnel, technical, manufacturing, marketing, sales and other
resources than we do. As a result, these competitors may be in a stronger position to respond quickly to market
opportunities, new or emerging technologies and evolving industry standards. Many of our competitors are developing a
variety of battery technologies, such as lithium polymer, silicon anode and solid-state batteries, which are expected to
compete with our existing product lines. Other companies undertaking R&D activities of solid-polymer lithium-ion
batteries have developed prototypes and are constructing commercial-scale manufacturing facilities. It is possible that our
competitors will be able to introduce new products with more desirable features than ours and their new products will gain
market acceptance. If our competitors successfully do so, we may not be able to maintain our competitive position and our
future success would be materially and adversely affected.

If we are unable to anticipate customer preferences and successfully develop attractive products, we might not be able to
maintain or increase our revenue and profitability.

Our success depends on our ability to identify and originate product trends as well as to anticipate and react to
changing customer demands in a timely manner. If we are unable to introduce new products or novel technologies in a
timely manner or our new products or technologies are not accepted by customers, our competitors may introduce more
attractive products, which could hurt our competitive position. Our new products might not receive customer acceptance if
customer preferences shift to other products, and our future success depends in part on our ability to anticipate and respond
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to these changes. Failure to anticipate and respond in a timely manner to changing customer preferences could lead to,
among other things, lower revenue and excess inventory levels.

As we continually seek to enhance our products, we may incur additional costs to incorporate new or revised
features. We might not be able to, or determine that it is not in our interests to, raise prices to compensate for these
additional costs.

Our future depends on the needs and success of our customers, as well as the demand for our customers’ products or
services.

The demand for our battery products will ultimately depend on our end-market users. Decisions to purchase our
battery packs and modules may depend on the performance of the industries of our customers and if demand for output in
those industries decreases, then the demand for our products may decrease as well. Demand in these industries is impacted
by numerous factors, including, but not limited to, commodity prices, infrastructure spending, consumer spending,
customer fleet replacement schedules, travel restrictions, fuel costs, energy demands, municipal spending and government
mandates and incentives. Increases or decreases in these variables may significantly impact the demand for our products. If
we are unable to predict demand accurately, we may be unable to meet our customers’ needs, resulting in the loss of
potential sales, or we may produce excess products, resulting in increased inventories and overcapacity in our production
facilities, increasing our unit production cost and decreasing our operating margins.

Further, our customers’ inability to market and sell their products or services successfully, whether from lack of
market acceptance or otherwise, could materially and adversely affect our business and prospects because such customers
may not order new or additional products from us. If we cannot achieve the expected level of sales, we will not be able to
make sufficient profits to offset the expenditures we have incurred to expand our production capacity, nor will we be able
to grow our business. Accordingly, our business, financial condition, results of operations and future success would be
materially and adversely affected.

We may be subject to declining average selling prices, which may harm our revenue and gross profits.

As production of electric power battery systems scales up and technology continues to improve, we expect the
average selling prices of our power battery systems to decline over time. As a result, manufacturers of these electric
products expect us to cut our costs and lower the price of our products. We may have to reduce the price of our products in
order to meet market demand due to market-driven downward pricing pressures in the future. Our revenue and profitability
will suffer if we are unable to offset any declines in our average selling prices by developing new or enhanced products
with higher selling prices or gross profit margins, increasing our sales volumes or reducing our manufacturing costs on a
timely basis.

The battery efficiency of electric vehicles declines over time, which may negatively influence potential customers’
decisions on whether to purchase an electric vehicle.

Over time, vehicles using our battery systems will see performance decline as their batteries decay, particularly in
the driving range. If this turns off potential customers of electric vehicles built using our battery system, it could negatively
impact our sales.

Our products might fail to qualify as “domestic origin” for purposes of “Buy America” requirements imposed on the
recipients of U.S. government grants.

Some of our customers may be recipients of grants subject to regulations implemented by the U.S. Federal Transit
Authority for purchases of rolling stock, including “Buy America” requirements codified at 49 C.F.R. Part 661. In some
cases, our customers must ensure that our products, when incorporated into rolling stock subject to “Buy America”
requirements, qualify as “domestic origin” components or subcomponents. Our manufacturing facilities are currently
located in China and in Germany, and our current products are manufactured using parts or components procured outside
of the United States. We are in the process of establishing a manufacturing facility in Clarksville, Tennessee; however, not
all of the raw materials we require to manufacture our products are currently available from U.S. suppliers. If our products
manufactured from imported parts or components fail to meet the regulatory thresholds to qualify as “domestic origin”
under the applicable regulations, we might be disqualified or otherwise precluded from supplying those products to
customers that are subject to applicable “Buy America” requirements, or we might be liable to those customers for having
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failed to comply with certifications or representations that our products are “domestic origin,” each of which would likely
adversely affect our business, prospects, financial condition and operating results.

We may experience significant delays in the design, production and launch of our new products, which could harm our
business, prospects, financial condition and operating results.

Our R&D team is continually looking to improve our battery systems. Any delay in the financing, design,
production and launch of our new products could materially damage our brand, business, prospects, financial condition and
operating results. There are often delays in the design, production and commercial release of new products, and to the
extent, we delay the launch of the items identified above, our growth prospects could be adversely affected as we may fail
to grow our market share, to keep up with competing products or to satisfy customers’ demands or needs.

We may not be able to substantially increase our manufacturing output in order to fulfill orders from our customers.

We have expanded and expect to continue to expand our battery manufacturing capacity to meet the expected
demand for our products. This expansion will impose significant added responsibilities on our senior management and our
resources, including financial resources and the need to identify, recruit, maintain and integrate additional employees. Our
expansion will also expose us to greater overhead and support costs and other risks associated with the manufacture and
commercialization of new products. Difficulties in effectively managing the budgeting, forecasting and other process
control issues presented by such expansion could harm our business, prospects, results of operations and financial
condition. Even if we succeed in expanding our manufacturing capacity, we may not have enough demand for our products
to justify the increased capacity. If there is a persistent mismatch in the demand for our products and our manufacturing
capacity, our business, financial condition and results of operations could be adversely affected.

Our ability to substantially increase our manufacturing output is subject to significant constraints and
uncertainties, including:

* delays by our suppliers and equipment vendors and cost overruns as a result of a number of factors, many of
which may be beyond our control, such as increases in raw material prices and problems with equipment vendors;

® delays in the government approval process or denial of required approvals by relevant government authorities;

* diversion of significant management attention and other resources; and

* failure to execute our expansion plan effectively.

If we are unable to increase our manufacturing output because of any of the risks described above, we may be
unable to fulfill customer orders or achieve the growth we expect. Under our supply agreements with our customers, we
would typically be liable to pay a charge of between 0.001% and 0.5% of the total contract price per day for our delay in
delivering products, as well as any resulting costs and expenses incurred by the customers. In addition, if we are unable to
fulfill customer orders, our reputation could be affected, and our customers could source battery systems from other
companies. With a global supply chain, some raw material lead times are above average and can be challenging when
responding to significant increases in customer demand. The combination of the foregoing could adversely affect our
business, financial condition and results of operations.

Our failure to cost-effectively manufacture our batteries in quantities which satisfy our customers’ demand and product
specifications and their expectations for product quality and reliable delivery could damage our customer relationships
and result in significant lost business opportunities for us.

We manufacture our products rather than relying upon third-party outsourcing. To be successful, we must cost-
effectively manufacture commercial quantities of our complex batteries that meet our customer specifications for quality
and timely delivery. To facilitate the commercialization of our products, we will need to further reduce our manufacturing
costs, which we intend to do by improving our manufacturing and development operations. If we are unable to manufacture
products in commercial quantities on a timely and cost-effective basis, we could lose our customers and be unable to attract
future customers.

We may be unable to meet our future capital requirements and we may require additional capital to support business
growth, and this capital might not be available on acceptable terms, or at all.
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The development, design, manufacture and sale of batteries is a capital-intensive business, which we currently
finance through various types of financings. As a result of the capital-intensive nature of our business, we expect to sustain
substantial operating expenses without generating sufficient revenues to cover expenditures for a number of years.

In addition, we intend to continue to make investments to support our business growth and may require additional
funds to respond to business challenges, including the need to develop new features or enhance our products, improve our
operating infrastructure or acquire complementary businesses and technologies. Our capital requirements will depend on
many factors, including, but not limited to: technological advancements; market acceptance of our products and product
enhancements, and the overall level of sales of our products; R&D expenses; our relationships with our customers and
suppliers; our ability to control costs; sales and marketing expenses; enhancements to our infrastructure and systems and
any capital improvements to our facilities; our ability to maintain existing manufacturing equipment; potential acquisitions
of businesses and product lines; and general economic conditions, including the effects of international conflicts and their
impact on the automotive industry in particular.

Accordingly, we may need to engage in equity or debt financings to secure additional funds. If we raise additional
funds through future issuances of equity or convertible debt securities, our existing stockholders could suffer significant
dilution, and any new equity securities we issue could have rights, preferences and privileges superior to those of holders of
our common stock. Any debt financing that we may secure in the future could involve restrictive covenants relating to our
capital raising activities and other financial and operational matters, which may make it more difficult for us to obtain
additional capital and to pursue business opportunities, including potential acquisitions. We may not be able to obtain
additional financing on terms favorable to us, if at all. Moreover, rising interest rates may further increase the costs of
obtaining additional capital to meet our requirements. If we are unable to obtain adequate financing or financing on terms
satisfactory to us when we require it, our ability to continue to support our business growth and to respond to business
challenges could be significantly impaired, and our business may be adversely affected.

Our working capital requirements involve estimates based on the demand expectations and may decrease or increase
beyond those currently anticipated, which could adversely impact our operating results and financial condition.

In order to fulfill the product delivery requirements of our customers, we plan for working capital needs in
advance of customer orders. As a result, we base our funding and inventory decisions on estimates of future demand. If
demand for our products does not increase as quickly as we have estimated or drops off sharply, our inventory and
expenses could rise, and our business and operating results could suffer. Alternatively, if we experience sales in excess of
our estimates, our working capital needs may be higher than those currently anticipated. Our ability to meet this excess
customer demand depends on our ability to arrange for additional financing for any ongoing working capital shortages
since it is likely that cash flow from sales will lag behind these investment requirements.

We may not be able to accurately plan our manufacturing based on our sales contracts, which may result in excess
product inventory or product shortages.

We typically have a short delivery window to deliver goods to our customers once an order has been placed. To
meet short delivery deadlines, we generally decide on our manufacturing level and timing, procurement, facility
requirements, personnel needs and other resource requirements based on an estimate taking into account forecasted
demand, our past dealings with such cu