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Risks Related to our Business and Industry There is substantial doubt about our ability to continue as a going concern
through the next 12 months from the date of the consolidated financial statements in this Report. As an early- stage
growth company, our ability to access capital is critical. Unless and until we can generate sufficient revenue to cover our
operating expenses, working capital and capital expenditures, we will need to raise additional capital in order to fund
and scale our operations. Our ability to access capital when needed is not assured and, if capital is not available to us
when, and in the amounts, needed, we could be required to delay, scale back or abandon some or all of our development
programs and other operations. Additional equity financing may not be available on favorable terms or at all and, if
available, could be dilutive to current stockholders. Our ability to access the SEPA (as defined below) is not available
unless and until a post- effective amendment to the Registration Statement on Form S- 1 filed on July 27, 2023 is filed
with the SEC and declared effective and other applicable conditions are met. Moreover, such registration statement only
registers the resale of 3, 333, 333 shares of Common Stock, which is insufficient for us to fully utilize the remaining
commitment under the SEPA, given the current market price of our Common Stock. Furthermore, unless extended by
mutual agreement of the parties, the SEPA is scheduled to terminate on February 11, 2026. Debt financing, if available,
may involve restrictive covenants and dilutive financing instruments. Moreover, the terms of any financing may
adversely affect the holdings or the rights of our stockholders and the issuance of additional securities, whether equity or
debt, by us, or the possibility of such issuance, may cause the market price of our Common Stock to decline. Moreover,
the Convertible Note (as defined below) in the principal amount of $ 20. 0 million will need to be repaid out of our
available cash on August 11, 2025, unless converted, extended or refinanced. Global general economic and political
conditions, such as a potential recession, inflation, uncertain credit and global financial markets, including potential
future bank failures, health crises, supply chain disruption, fuel prices, international currency fluctuations, changes to
trade policies and tariffs, and geopolitical events such as local and national elections, corruption, political instability and
tensions and acts of war or military conflict including repercussions of the wars between Russia and Ukraine and in
Israel, terrorism, or tensions with China and related sanctions and export control restrictions, have and could continue
to adversely impact our ability to raise additional funds, among other things. Since inception, we financed our operations
primarily from the sales of shares of Common Stock, the Business Combination, the SEPA, the ElectraMeccanica
acquisition and the issuance of debt. As of December 31, 2024, our principal sources of liquidity were cash and cash
equivalents aggregating to $ 11. 0 million (including cash acquired pursuant to the Arrangement with ElectraMeccanica,
which closed on March 26, 2024). If we seek additional financing to fund our business activities in the future, any doubt
about our ability to continue as a going concern may make prospective investors or other financing sources more
resistant or unwilling to provide funding to us on commercially reasonable terms, or at all. In addition, we may have to
liquidate our assets and may receive less than the value at which those assets are carried on our audited financial
statements and / or seek protection under Chapters 7 or 11 of the United States Bankruptcy Code. This could potentially
cause us to cease operations and result in a complete or partial loss of your investment in our Common Stock. If capital
is not available to us when, and in the amounts, needed, we could be required to delay, scale back, or abandon some or
all of our operations and development programs, which would materially harm our business, financial condition and
results of operations. The result of our Accounting Standards Codification (“ ASC ) Subtopic 205- 40, Presentation of
Financial Statements — Going Concern (*“ ASC 205- 40 ”) analysis, due to uncertainties discussed above, is that there is
substantial doubt about our ability to continue as a going concern through the next 12 months from the date of the
consolidated financial statements in this Report. Our consolidated financial information does not include any
adjustments that might result from the outcome of this uncertainty. Our limited operating history makes evaluating our
business and future prospects difficult and may increase the risk of your investment. We face Yeou-musteenstderthe-risks and
difficulties we—faee-as an early- stage company with a limited operating history. If we do not successfully address these risks, our
business, prospects, financial condition and operating results may be materially and adversely affected. Xos Fleet, Inc. (“ Legacy
Xos ) was originally incorporated as a California corporation in October 2015 and converted into a Delaware corporation in
December 2020. As further described in Part II, Item 7. “ Management’ s Discussion and Analysis of Financial Condition and
Results of Operations — Business Combination and Public Company Costs, ” the Business Combination (as defined therein)
was completed in August 2021. We have a very limited operating history on which investors can base an evaluation of our
business, prospects, financial condition and operating results. We intend to derive our revenue from the sale of our products and
services. There are-can be no assuranees— assurance that we will be able to retain existing or secure future business with
customers. We derive a significant portion of our revente-revenues from a small number of customers;if revente-revenues
derived from these customers decrease or the timing of such reventie-revenues fluctuates,our business and results of operations
could be negatively affected. We currently derive a significant portion of our revertte-revenues from a small number of
customers,and this trend may continue for the foreseeable future.During the year ended December 31, 2024-2023 , three-two
customers accounted for43-54 % 5 -and 10 %,respectively,of the Company’ s revenae-revenues .The loss of any one of our
significant customers,a reduction in the purchases of our products by such customers or the cancellation of significant purchases
by any of these customers would reduce our revente-revenues and could harm our ability to achieve or sustain expected results
of operations,and a delay of significant purchases,even if only temporary,would reduce our reventte-revenues in the period of



the delay.Any such reduction in revente-revenues may also impact our cash resources available for other purposes,such as
research and development. Our mix of offerings, such as the Xos Hub Energy-Serviees™-and Xosphere ™, is novel in the
industry and has yet to be tested in the long term. Any failure to commercialize our strategic plans could have a material adverse
effect on our operating results and business, harm our reputation and could result in substantial liabilities that exceed our
resources. We have certain offerings, such as the Xos Hub Energy-Serviees™-and Xosphere ™, that are novel in the industry
and subject us to substantial risk given the significant expenditures required before receipt of substantial revenue. These
offerings have limited operating histories and have yet to be tested on a large scale. Demand for these offerings may not
ultimately meet expectations and / or products and services in development may never become commercially available, either of
which may have a material adverse effect on our business, prospects, financial cond1t10n and operatlng results ¥eu—sheu-ld—be
aware-of-the-New services and products ordinarily encounter difficulties rerm chtre

, many of which are beyond our control, including substantial risks and expenses in the course of establ1sh1ng or enterlng new
markets, organizing operations and undertaking marketing activities. We may also encounter unforeseen expenses, difficulties
or delays in connection with developing such services and products, including, but not limited to, those related to providing
energy services and related infrastructure, providing financing options, increasing service personnel and supplying insurance and
other risk products. The likelihood of our success with offerings such as the Xos Hub Energy-Serviees™-and Xosphere ™ must
be considered in light of these risks and expenses, potential complications or delays and the competitive environment in which
we operate. Therefore, there can be no assurances that our business plan will prove successful. We may not be able to generate
significant revenue or operate proﬁtably, which may have a materlal adverse effect on our business, prospects, financial
condition and operating results an y WS4 3 ns—-Obtaining the required approvals and
licenses could result in increased delays and costs, and failure t0 do so may dlsrupt our business
strategy.Furthermore,acquisitions and the subsequent integration of new assets and businesses into our own require significant
attention from our management and could result in a diversion of resources from our existing business,which in turn could have
an adverse effect on our operations.Acquired assets or businesses may not generate the financial results we expect. Acquisitions
could result in the use of substantial amounts of cash,potentially dilutive issuances of equity securities,the occurrence of
significant goodwill impairment charges,amortization expenses for other intangible assets and exposure to potential unknown
liabilities of the acquired business.Moreover,the costs of identifying and consummating acquisitions may be significant.Risks
Related to our Financial Condition . Risks Relating to the Design, Supply and Manufacturing of our Products We have
experienced and may in the future experience significant delays in the design, manufacturing and wide- spread deployment of
our products, which could harm our business, prospects, financial condition and operating results. There are often delays in the
design, development, manufacturing and release of new products, and to the extent we delay the launch or manufacture of our
products, our growth prospects could be adversely affected. We have experienced delays in our battery production activities,
which have resulted in a manufacturing backlog in our vehicle assembly line. If we are not able to manufacture sufficient
vehicles and powertrains that meet our specifications, we may need to partner with contract manufacturers or expand our
manufacturing capabilities, which may cause us to incur additional costs and delay deployment of our products. Furthermore,
we rely on third- party suppliers for the provision and development of many of the key components and materials used in our
products, and to the extent we experience any delays, we may need to seek alternative suppliers. If we experience delays by our
third- party outsourcing partners or suppliers, we could experience delays in delivering on our timelines. Any delay in the
design, development, manufacturing and release of our products could materially damage our brand, business, prospects,
financial condition and operating results. We may not be able to accurately plan our production, which may result in us carrying
excess and / or obsolete raw material inventory. We generally make decisions on our production level and timing, procurement,
facility requirements, personnel needs and other resources requirements based on estimates made in light of certain production
and sales forecasts, our past dealings with such customers, market conditions and other relevant factors. Our customers’ final
purchase orders may not be consistent with our estimates. If the final purchase orders substantially differ from our estimates, we
may have excess raw material inventory or material shortages. Excess inventory could result in unprofitable sales or write- offs
as our products are susceptible to obsolescence and price declines. Expediting additional material to make up for any shortages
within a short time frame could result in unprofitable sales or cause us to adjust delivery dates. In either case, our results of
operation would fluctuate from period to period. Our ability to develop and manufacture our products of sufficient quality and
appeal to customers on schedule and on a large scale will require significant capital expenditures and is unproven and still
evolving. Our future business model depends in large part on our ability to execute our plans to design, develop, manufacture,
market, deploy and service our products at scale, which will require significant capital expenditures. We also retain third- party
vendors and service providers to engineer, design, develop, test and manufacture some of the critical systems and components of
our products. While this approach allows us to draw upon such third - parties’ industry knowledge and expertise, there can be no
assurance such systems and components will be successfully developed to our specifications or delivered in a timely manner to
meet our program timing requirements. Our continued development and manufacture of our products are and will be subject to a
number of risks, including with respect to: * our ability to acquire and install the equipment necessary to manufacture the desired
quantity of our products within the specified design tolerances; * long- and short- term durability of our products to withstand
day- to- day wear and tear; * compliance with environmental, workplace safety and similar regulations;  engineering, designing,
testing and securing delivery of critical systems and components on acceptable terms and in a timely manner; ¢ delays in
delivery of final systems and components by our suppliers; ¢ shifts in demand for our current products and future derivatives
built off the X- Platform T4 « the compatibility of the X- Platform ™-with future vehicle designs; ¢ our ability to attract, recruit,
hire and train skilled employees;  quality controls, particularly as we plan to expand our manufacturing capabilities; * delays or
disruptions in our supply chain, like those we have recently experienced due to broader macroeconomic trends; ¢ other delays
and cost overruns; and ¢ our ability to secure additional funding, if necessary. If we are unable to develop and manufacture




products of sufficient quality and appeal to customers on schedule and on a large scale, our business, prospects, financial
condition and operating results may be materially and adversely affected. We have no experience to date in high volume
manufacturing of our products. We do not know whether we will be able to develop efficient, automated, low- cost
manufacturing capabilities and processes that will enable us to meet the quality, price, engineering, design and manufacturing
standards, as well as the manufacturing volumes, required to successfully mass market our products. Even if we are successful in
developing high volume manufacturing capabilities and processes, we do not know whether we will be able to do so in a manner
that avoids significant delays and cost overruns, including as a result of factors beyond our control such as problems with
suppliers and vendors or force majeure events, meets our product commercialization and manufacturing schedules and satisfies
the requirements of customers and potential customers. If we were to experience delays, disruptions, capacity constraints or
quality control problems in manufacturing operations, product shipments could be delayed or rejected and our customers could
consequently elect to change product demand. These disruptions could negatively impact our revertes— revenue , competitive
position and reputation. Our manufacturing facilities and the equipment used to manufacture our products would be costly to
replace and could require substantial lead time to replace and qualify for use. Our manufacturing facilities may be harmed or
rendered inoperable by natural or man- made disasters, including, war, military conflicts , earthquakes, flooding, fire and power
outages, or by health crises, which may render it difficult or impossible for us to manufacture our products for some period of
time. The inability to manufacture our products, or the backlog that could develop if our manufacturing facilities are inoperable
for even a short period of time, may result in the loss of customers or harm our reputation and have a negative impact on our
operating results. If we fail to successfully tool our manufacturing facilities or if our manufacturing facilities become inoperable,
we will be unable to produce our vehicles and our business will be harmed. Tooling our manufacturing facilities for production
of our vehicles and our future expansion plans are complicated and present significant challenges. If any of our manufacturing
facilities are not tooled in conformity with our requirements, repair or remediation may be required and could require us to take
vehicle production offline, delay plans for increasing production capacity, or construct alternate facilities, which could
materially limit our manufacturing capacity, delay planned increases in manufacturing volumes, delay the start of production of
new product lines, or adversely affect our ability to timely sell and deliver our electric vehicles to customers. Any repair or
remediation efforts could also require us to bear substantial additional costs, including both the direct costs of such activities and
potentially costly litigation or other legal proceedings related to any identified defect, and there can be no assurance that our
insurance policies or other recoveries would be sufficient to cover all or any of such costs. Any of the foregoing consequences
could have a material adverse effect on our business, prospects, results of operations and financial condition and could cause our
results of operations to differ materially from our current expectations. We are dependent on our suppliers, some of which are
limited source or single- source suppliers, and the inability or unwillingness of these suppliers, due to increased demand or
other factors, to deliver necessary components and materials used in our products at prices, timelines, volumes , performance
and specifications acceptable to us, could have a material adverse effect on our business, prospects, financial condition and
operating results. We rely on third- party suppliers for the provision and development of many of the key components and
materials used in our products. While we plan to obtain components and materials from multiple sources whenever possible,
some of the components and materials used in our products will be purchased by us from a single or limited number of sources.
Our third- party suppliers may not meet their product specifications and performance characteristics, which would impact our
ability to achieve our product specifications and performance characteristics as well. Additionally, our third- party suppliers
may not obtain the required certifications for their products or provide warranties that are necessary for our products. We may
become dependent on a single source third- party supplier of battery packs. The inability or unwillingness of such single source
third- party supplier to deliver battery packs at prices, timelines, volumes , performance and specifications acceptable to use-
us would likely have a material adverse impact on our business, prospects, financial condition and operating results. Generally,
if we are unable to obtain components and materials from our suppliers or if our suppliers decide to create or supply competing
products, our business could be adversely affected. We have less negotiating leverage with suppliers than larger and more
established automobile manufacturers and may not be able to obtain favorable pricing and other terms for the foreseeable future.
While we believe that we can establish alternate supply relationships and can obtain or engineer replacement components for
our limited source components, we may be unable to do so in the short term, or at all, at prices, guantities-volumes or quality
levels that are favorable to us. In addition, if these suppliers experience financial difficulties, cease operations, or otherwise face
business disruptions, we may be required to provide substantial financial support to ensure supply continuity or take other
measures to ensure components and materials remain available. Any disruption could affect our ability to deliver products and
could increase our costs, which could have a material adverse effect on our business, prospects, financial condition and operating
results. Our battery packs use lithium- ion battery cells, a class of batteries which have been observed to catch fire or vent smoke
and flame. Our battery packs use lithium- ion battery cells. On rare occasions, lithium- ion battery cells can rapidly release the
energy they contain by venting smoke and flames in a manner that can ignite nearby materials as well as other lithium- ion
battery cells. This has occurred in our testing as we refine our battery design. While we have taken measures to enhance the
safety of our battery designs, a future field or testing failure of our battery packs could occur, which could subject us to
litigation, inquiries, product recalls or redesign efforts, all of which would be time- consuming and expensive. Also, negative
public perceptions regarding the suitability of lithium- ion battery cells for automotive applications or any future incident
involving lithium- ion battery cells such as a vehicle or other fire, even if such incident does not involve our battery packs, could
negatively affect our brand and harm our business, prospects, financial condition and operating results. In addition, a significant
number of lithium- ion battery cells are stored at our facilities and the facilities of our manufacturing partners and suppliers. Any
mishandling of battery cells may cause disruption to the operation of such facilities. A safety issue or fire related to the battery
cells could disrupt operations or cause manufacturing delays, and could lead to adverse publicity, litigation or a safety recall.
Moreover, any failure of a competitor’ s electric vehicle or energy storage product may cause indirect adverse publicity for us



and our products. Such adverse publicity could negatively affect our brand and harm our business, prospects, financial condition
and operating results. We have, and may again experience fnereases-increases in costs, disruption of supply or shortage of
materials, in particular for lithium- ion battery cells, semiconductors and other key components, which have harmed and could
continue to harm our business. We and our suppliers have experienced, and may continue to experience, increases in the cost of,
or a sustained interruption in the supply or shortage of, components and materials. Any such cost increase, supply interruption
or shortage could materially and negatively impact our business, prospects, financial condition and operating results. We and our
suppliers use various materials in thetr-our respective businesses and products, including for example lithium- ion battery cells
and steel, and the prices for such components and materials fluctuate. Additionally, the available supply of such components and
materials are and may continue to be unstable, depending on market conditions and global demand, including as a result of
increased production of electric vehicles and battery packs by us and our competitors, and could adversely affect our business
and operating results. For instance, we are exposed to multiple risks relating to lithium- ion battery cells. These risks include: ¢
an increase in the cost, or decrease in the available supply, of materials used in our battery packs; ¢ disruption in the supply of
battery cells due to quality issues or recalls by battery cell manufacturers; and ¢ fluctuations in the value of any foreign
currencies in which battery cell and related raw material purchases are or may be denominated against the U. S. dollar. Our
business is dependent on the continued supply of lithium- ion battery cells for the battery packs used in our vehicles and
powertrains. Any disruption in the supply of battery cells could disrupt production of our products. We heavily rely on
international shipping to transport battery packs and the components and materials used in our proprietary battery packs from our
suppliers. Delays due to congestion in west coast ports have caused, and may eentinae-to-in the future cause, us to use more
expensive air freight or other more costly methods to receive components and materials. Furthermore, fluctuations or shortages
in petroleum and other economic conditions have caused, and may eentinte-to-in the future cause, us to experience significant
increases in freight charges and material costs. Additionally, we and other vehicle manufacturers that utilize integrated circuits
have been negatively impacted by the-reeentshoertage-shortages of semiconductors. A combination of factors, including
increased demand for consumer electronics, automotive manufacturing shutdowns due to the COVID- 19 pandemic, the rapid
recovery of demand for vehicles and long lead times for wafer production, have contributed to the shortage of semiconductors.
A shortage of semiconductors or other key components or materials could cause a significant disruption to our production
schedule. If we are unable to obtain sufficient semiconductors or other key components or materials that have experienced or
may experience shortages, or if we cannot find other methods to mitigate the impact of any such shortage, then our financial
condition and results of operations may be materially and adversely affected. Substantial increases in the prices for components
or materials utilized in the manufacture of our products, such as those charged by suppliers of battery cells, semiconductors or
other key components or materials, would increase our operating costs, and could reduce our margins if the increased costs
cannot be recouped through increased vehicle, powertrain or battery pack sales. Any attempts to increase prices in response to
increased component or material costs could result in cancellations of orders and reservations and materially and adversely affect
our brand, image, business, prospects and operating results. We rely on complex machinery for the manufacture of our products,
which involves a significant degree of risk and uncertainty in terms of operational performance and costs. We rely on complex
machinery for the manufacture and assembly of our products, which involves a significant degree of uncertainty and risk in
terms of operational performance and costs. Our facilities and the facilities of our suppliers contain large- scale machinery
consisting of many components. These components may suffer unexpected malfunctions from time to time and may depend on
repairs and spare parts to resume operations, which may not be available when needed. Unexpected malfunctions of these
components may significantly affect the intended operational efficiency. Operational performance and costs can be difficult to
predict and are often influenced by factors outside of our control, such as, but not limited to, scarcity of natural resources,
environmental hazards and remediation, costs associated with decommissioning of machines, labor disputes and strikes,
difficulty or delays in obtaining permits, damage to or defects in electronic systems, industrial accidents, fire, seismic activity
and natural disasters. Should operational risks materialize, it may result in the personal injury to or death of workers, the loss of
manufacturing equipment, damage to manufacturing facilities, monetary losses, delays and unanticipated fluctuations in
production, environmental damage, administrative fines, increased insurance costs , reputational damage and potential legal
liabilities, all which could have a material adverse effect on our business, prospects, financial condition or operating results.
Furthermore, manufacturing technology may evolve rapidly, and we may decide to update our manufacturing processes more
quickly than expected , which may result in material increases in our expenses and / or capital expenditures . Moreover, as
we scale the commercial production of our vehicles, our experience has caused, and may in the future cause, us to discontinue
the use of already installed equipment in favor of different or additional equipment. The useful life of any equipment that would
be retired early as a result would be shortened, causing the depreciation on such equipment to be accelerated, and our results of
operations could be negatively impacted. Our delay in providing sufficient charging solutions for our vehicles has resulted in the
delay of the delivery of vehicles to customers. Our delay in providing sufficient charging solutions for our vehicles has resulted
in the delay of the delivery of vehicles to customers. Demand for our vehicles and the customer’ s willingness to take delivery
depends in large part on the availability of charging infrastructure. Most vehicles in our targeted segments operate on last- mile
routes that generally return to base hubs on a daily basis, and fleet operators may choose to purchase fewer Xos vehicles, or none
at all, if they are unable to install sufficient dedicated charging infrastructure. We have experienced customers delaying or
declining delivery of vehicles due to a lack of charging infrastructure. Our charging solutions now being offered , including the
Hub threugh=XesEnergy-Serviees™-may not be sufficient to meet customer needs. Our efforts to install, configure and
implement dedicated charging solutions have been affected by numerous factors, such as; « the cost, availability, standardization
and quality of commercial electric vehicle charging systems; ¢ the availability of government incentives and our ability to
navigate legal requirements, such as permits, associated with installing electric vehicle charging systems; * our ability to hire
skilled employees, or train new employees, that are qualified to install and / or service electric vehicle charging systems; and ¢



electric grid capacity and reliability. In addition, while the prevalence of public charging stations and third- party charging
networks generally has been increasing, charging station locations are significantly less widespread than gas stations. Moreover,
the charging bays at such stations or networks may (i) have limited availability, (ii) be unable to accommodate commercial
electrical vehicles such as our products, and / or (iii) feature charging times that are unacceptable to our customers. Any failure
of public charging stations or third- party charging networks to meet customer expectations or needs, including quality of
experience, could impact the demand for electric vehicles, including ours. We derive a significant portion of our......, such as
research and development. Our business and prospects depend significantly on our ability to build the Xos brand. We may not
successfully sueeeed-ineontinaingto-cstablish, maintain and strengthen the Xos brand, and our brand and reputation could be
harmed by negative publicity regarding Xos or our products. Our business and prospects are heavily dependent on our ability to
develop, maintain and strengthen the Xos brand. If we do not eentintte-to-establish, maintain and strengthen our brand, we may
lose the opportunity to build a critical mass of customers, and our business, prospects, financial condition and operating results
may be materially and adversely affected. Promoting and positioning our brand will likely depend significantly on our ability to
provide high- quality products and engage with our existing and petential customers as intended, and we have limited
experience in these areas. In addition, our ability to develop, maintain and strengthen the Xos brand will depend heavily on the
success of our customer development and branding efforts. Our target customers may be reluctant to acquire products from a
new and unproven company such as Xos. In addition, our novel technology and design may not align with target customer
preferences. If we do not develop and maintain a strong brand, our business, prospects, financial condition and operating results
will be materially and adversely impacted. In addition, if negative incidents relating to our products occur or are perceived to
have occurred, whether or not such incidents are our fault, we could be subject to adverse publicity. In particular, given the
popularity of social media, any negative publicity, whether true or not, could quickly proliferate and harm consumer perceptions
and confidence in the Xos brand. Furthermore, there is the risk of potential adverse publicity related to our manufacturing or
other partners whether or not such publicity is related to their collaboration with us. Our ability to successfully position our
brand could also be adversely affected by perceptions about the quality of our competitors’ products. In addition, from time to
time, products may be evaluated and reviewed by third - parties. Any negative reviews or reviews which compare us
unfavorably to competitors could adversely affect customer perception of our products. If we fail to manage our growth
effectively, we may not be able to further design, develop, manufacture and market our products successfully. Any failure to
manage our growth effectively could materially and adversely affect our business, prospects, operating results and financial
condition. We intend to expand our operations significantly. We expect our future expansion to include:  expanding the
management team; * hiring and training new personnel; * leveraging consultants to assist with company growth and
development; « expanding our product offering across products, as well as services such as Xes-Energy-energy Serviees
services ™-and Xosphere ™; ¢ controlling expenses and investments in anticipation of expanded operations; ¢ establishing or
expanding design, research and development, manufacturing, sales and service facilities; * implementing and enhancing
administrative infrastructure, systems and processes; and ¢ expanding into new markets. As of December 31, 2623-2024 , we
had +6+109 full- time employees and 25-21 contractors. We intend to strategically hire personnel across a variety of functions
as business needs arise. However, we may have difficulties hiring qualified personnel at times, such as during challenging labor
markets. Because our vehicles and powertrains are based on a different technology platform than traditional internal combustion
engines, individuals with sufficient training and experience in alternative fuel technologies may not be available to hire, and as a
result, we may need to expend significant time and expense training newly hired employees. Competition for individuals with
experience designing, manufacturing and servicing vehicles and powertrains and their software is intense, and we may not be
able to attract, integrate, train, motivate or retain sufficient highly qualified personnel. The failure to attract, integrate, train,
motivate and retain these additional employees could seriously harm our business, prospects, financial condition and operating
results. The performance characteristics of our products may vary due to factors outside of our control, which could harm our
ability to develop, market and deploy our products. The performance characteristics of our products, including the expected
range, may vary due to factors outside of our control. Our products are subject to continuous design and development updates,
and there are no assurances that they will be able to meet their projected performance characteristics. External factors may also
impact the performance characteristics of our products, including, but not limited to, driver behavior, speed, terrain, hardware
efficiency, payload, vehicle or powertrain conditions and weather conditions. These external factors, as well as any operation of
our products other than as intended, may affect the performance of our products, including range and longevity. In addition, our
products may contain defects in design and manufacturing that may cause them not to perform as expected or may require
repair. We currently have a limited frame of reference by which to evaluate the performance of our products upon which our
bus1ness prospects depend There can be no assurance that we will be able to detect and fix any defects in our products. We-have

v y eSS prospeets al-een nand-eperatingrestlts—Our products may not perform consistent with
customers’ expectations or on par with those of our competitors. See “ — Risks Related to the Design, Supply and
Manufacturing of our Products — We have experienced product recalls and may experience future product recalls, that
could materially and adversely affect our business, prospects, financial condition and operating results. ” [ the average
performance of our products, including the usable life of a battery pack or energy system, is below expectations, or if there are
product defects or any other failure of our products to perform as expected, our reputation could be harmed, which could result
in adverse publicity, lost revenue, delivery delays, product recalls ;regative-publieity-, product liability claims and significant
warranty and other expenses and could have a material adverse impact on our business, prospects, financial condition and
operating results. Insufficient reserves to cover future warranty or part replacement needs or other vehicle, powertrain and
battery pack repair requirements, including any potential software upgrades, could materially and adversely affect our business,
prospects, financial condition and operating results. We will need to maintain reserves to cover part replacement and other



vehicle, powertrain and battery pack repair needs, including any potential software upgrades or warranty claims. If our reserves
are inadequate to cover future maintenance requirements on our products, our business, prospects, financial condition and
operating results could be materially and adversely affected. We may become subject to significant and unexpected expenses,
including claims from our customers. There can be no assurances that then- existing reserves will be sufficient to cover all
expenses. We have experienced product recalls and may experience future product recalls that could materially and adversely
affect our business, prospects, financial condition and operating results. We have experienced product recalls that have either
been resolved or are in the process of being resolved. Any future product recall or complications from current recalls may result
in negative publicity, damage our brand and materially and adversely affect our business, prospects, financial condition and
operating results. In the future, we may, voluntarily or involuntarily, initiate a recall if any of our products, or components
thereof, prove to be defective or noncompliant with applicable motor vehicle safety standards or other requirements. If a large
number of products are the subject of a recall, or if needed replacement parts are not in adequate supply, we may not be able to
deploy recalled products for a significant period of time. These types of disruptions could jeopardize our ability to fulfill
existing contractual commitments or satisfy demand for our products and could also result in the loss of business to our
competitors. Such recalls also involve significant expense and diversion of management attention and other resources, and could
adversely affect our brand image, as well as our business, prospects, financial condition and operating results. Additionally,
problems and defects experienced by other electric vehicles from other manufacturers could by association have a negative
impact on perception and customer demand for our products. We may become subject to product liability claims, including
possible class action and derivative lawsuits, which could harm our financial condition and liquidity if we are not able to
successfully defend or insure against such claims. Product liability claims, even those without merit or those that do not involve
our products, could harm our business, prospects, financial condition and operating results. The automobile industry in particular
experiences significant product liability claims, and we face inherent risk of exposure to claims in the event our products do not
perform or are claimed to not have performed as expected. As is true for other electric vehicle suppliers, we expect in the future
that our vehicles will be involved in crashes resulting in death or personal injury. Additionally, product liability claims that
affect our competitors or suppliers may also cause indirect adverse publicity for us and our products. A successful product
liability claim against us could require us to pay a substantial monetary award. Moreover, a product liability claim against us or
our competitors could generate substantial negative publicity about our products and business and could have a material adverse
effect on our brand, business, prospects, financial condition and operating results. We may self- insure against the risk of product
liability claims, meaning that any product liability claims will likely have to be paid from company funds, not by insurance. If
we are unable to establish and maintain confidence in our long- term business prospects among customers and analysts and
within our industry, then our financial condition, operating results, business prospects and access to capital may be materially
and adversely affected. Customers may be less likely to purchase our products if they do not believe that our business will
succeed or that our service and support and other operations will continue in the long term. Similarly, suppliers and other third =
parties may be less likely to invest time and resources in developing business relationships with us if they are not convinced that
our business will succeed. Accordingly, in order to build and maintain our business, we must maintain confidence among
customers, suppliers, analysts statings-ageneies-and other parties in our products, long- term financial viability and business
prospects. Maintaining such confidence may be particularly eemplieated-by-challenging due to certain factors, including those
that are largely outside of our control, such as our limited operating history, customer unfamiliarity with our products, any delays
in scaling manufacturing, delivery and service operations to meet demand, competition, uncertainty regarding the future of
electric vehicles (including our vehicles), our manufacturing and sales performance compared with market expectations and any
negative publicity with respect to us, our competitors or the industry. We have limited experience servicing our products and our
integrated software. If we or our partners are unable to adequately service our products and integrated software, our business,
prospects, financial condition and operating results may be materially and adversely affected. Servicing electric vehicles is
different than servicing vehicles with internal combustion engines and requires specialized skills, including high voltage training
and servicing techniques. We have partnered with third - parties to perform certain servicing services on our vehicles, but our
current or future third- party vehicle servicers may initially have limited experience in servicing vehicles like ours. There can be
no assurance that our service arrangements will adequately address the service requirements of our customers to their
satisfaction, or that we and our servicing partners will have sufficient resources, experience or inventory to meet these service
requirements in a timely manner as-, particularly if the volume of our vehicle deliveries increases. In addition, if we are unable
to roll out and establish a widespread service network that complies with applicable laws, customer satisfaction could be
adversely affected, which in turn could materially and adversely affect our reputation and thus our sales, results of operations
and prospects. Our customers will also depend on our customer support team to resolve technical and operational issues relating
to the integrated software underlying our products. As we continue to grow, additional pressure may be placed on our customer
support team or partners, and we may be unable to respond quickly enough to accommodate short- term increases in customer
demand for technical support. We also may be unable to modify the future scope and delivery of our technical support to
compete with changes in the technical support provided by our competitors. Increased customer demand for support, without
corresponding revenue, could increase costs and negatively affect our operating results. If we are unable establish a reputation
for providing high- quality support or otherwise successfully address the service requirements of our customers, our brand may
be harmed and we may be subject to claims from our customers, including loss of revenue or damages, and our business,
prospects, financial condition and operating results may be materially and adversely affected. We-Our products rely on
software and hardware that is highly technical, and if these systems contain errors, bugs or vulnerabilities, or if we arc
unsuccessful in addressing or mitigating technical limitations in our systems, our business could be adversely affected.
Our products rely on software and hardware that is highly technical and complex and will require modification and
updates over the life of the vehicle, powertrain or battery pack. In addition, our products dependent---- depend on the



serviees-ability of Daketa-Semier-such software and Gierdane-Serdent-hardware to store , retrieve, process and manage
immense amounts of data. Our software and hardware may contain errors, bugs, design defects our—- or eo
vulnerabilities, and our systems are subject to certain technical limitations that may compromise our ability to meet our
objectives. Some errors, bugs or vulnerabilities inherently may be difficult to detect and may only be discovered after the
code has been released for external or internal use. Although we attempt to remedy any issues we observe in our
products as effectively and rapidly as possible, such efforts may not be timely, may hamper production or may not be to
the satisfaction of our customers. Addltlonally, if we are able to address any software issues but our over - founders-the-
air update procedures fail , as-w 0 y d such software updates may have to be
mstalled locally and—l-f—whlch could hamper our efforts to remedy issues in a t1mely fashlon If we are unable to prevent

effectlvely remedy errors, bugs, vulnerabllltles or defects in our software and hardware, we may suffer damage to our
reputation, loss of customers, loss of revenue or ability-liability to-een

results R1sks Related to our Fmanclal Condltlon ()Lll sueeess—alse—elepeﬂds—recent cost- cuttmg measures may not
adequately reduce our operating costs or improve our operating margins , may lead to additional workforce attrition
and may cause operational disruptions. In October 2024, we initiated a plan to reduce future operating expenses and
improve cash flows through a reduction in force and a temporary reduction in cash salaries for certain senior executives.
As pdll of thls plan orrwe made a reductlon in our workforce of approximately 26 % of our total employee base at

- the highty-qualified-personnel-time of the announcement .

E—xpeﬁeﬂeed-The charges dlld hngh-l-y—skrl—led—pefseﬂ-nel-expendltures that we expect to incur in connection with these cost-
cutting measures, and timing thereof, arc subject to a number of assumptions, including local law requirements in high

demand-various jurisdictions, and eempetition-for-we may incur costs that are greater than we currently expect in
connection with these activities. The cost- cuttmg measures may yield umntended consequences and costs, such as

employee attrltlon beyond ot-our mtended reductlons feta-rn—qttah-ﬁed—pefsofmel—m force the—future— and a reductlon in
morale among fathire-to-do-se-eotldadversely-affeetour remaining busites ¢ 0

Any-fathire-by-our-management-teanrand-ourcmployees to-performas-expeeted-, all of which may hd\ ea mdlelml adverse
effect on our business, prespeets—results Of operatlons or financial (,Olldlll()ll and-operating results-. Furthermore, these cost
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may—have—te—be—'rnsfa-l-led—leea-l—l-y— Wh1ch could result h&mper—eufef-feﬁs—te—remedy—tssues—m dlsruptlons a—t-ﬂﬁely—fash-teﬂ—l-ﬂwe
are-unable-{o prevent-or-our operations. We € tHnera

hardware;we-may also discover that the workforce reductlons w1ll make lt dlfﬁcult Sﬂ-fferéamage—te-eﬂﬁepﬂt&&en—less—ef
eustomers;toss-of revenue-or-habtlity-for damages-us to pursue new opportunmes and 1n1t1at1ves and requlre us to h1re

quallﬁed replacement personnel an—y—ef—whwh

: f Hig may be—sabjeet—requlre us to ﬂnfefeseen—eha-nges—whieh
eett-ld—adversely—a—ffeet—t-he—dem&nd—lncur addltlonal and unantlclpated costs and expenses. To compensate for our vehicles.
The last mile and...... the Lyra ™ battery technology from production - reductions —A-—relatively-smattnumber-ofbyra™™
baﬁeries—may—sﬁ-l—l—be—used—m salary eeﬁ&rn—Pewefed—By%es—m—use-eases—&nd-lm affected employees seﬁtee—Any—f&rlufe—by—us

a—pphe&ble—laﬁ%—&ﬂd-regu-laﬁeﬂs— Obtalnlng the requlred approvals and llcenses could....... Risks Related to our F 1nan01al
Condition We are an early- stage company with a history of losses and may incur significant expenses and continuing losses for
the foreseeable future. We incurred an operating loss of $ 65-45 . 8-9 million for the year ended December 31, 2623-2024 . We
believe that we will continue to incur operating and net losses each quarter until at least the time we begin wide- scale deliveries
of our products and reahze increased ddOpthH of our service olfenngs }Pw&are—tmable—te-seale—te—v&&deﬁseale-dehveﬁes—&nd-

a v v —Even if we can
successlully de\ elop our products and attract addmonal customers, there can be no assurance that we will be financially
successful. Our potential profitability is dependent upon the successful development and acceptance of our products, which may
not occur. We expect to continue to incur losses in future periods as we: ¢ continue to design, develop, manufacture and market
our products; * expand our manufacturing capabilities, including costs associated with contracting the assembly of our products;
* build up inventories of parts and components for our products; * manufacture an inventory of our products; * expand our
design, development, installation and servicing capabilities; ¢ increase our sales and marketing activities and develop our
distribution infrastructure; and ¢ increase our general and administrative functions to support our growing operations and to
operate as a public company. Because we will incur the costs and expenses from these efforts before we receive any incremental
reventes— revenue with respect thereto, our losses in future periods may be significant. In addition, we may find that these
efforts are more expensive than we currently anticipate or that these efforts may not result in revenues— revenue , which would
further increase our losses. We will require significant capital to develop and grow our business, and we may be unable to
adequately control the costs associated with our operations. We will require significant capital to develop and grow our business,
including developing and manufacturing our products, establishing or expanding design, research and development,
manufacturing, sales and service facilities and building our brand. We have incurred and expect to continue incurring significant
expenses which will impact our profitability, including research and development expenses (including related to developing and
commercializing our products), raw material procurement costs, sales and distribution expenses as we build our brand and
market our products, and general and administrative expenses as we scale our operations, identify and commit resources to
investigate new areas of demand and incur costs as a public company. Our ability to become profitable in the future will not
only depend on our ability to complete the design and development of our products to meet projected performance metrics,
identify and investigate new areas of demand and successfully market our products, but also our ability to sell or lease products
at prices needed to achieve our expected margins and control our costs. If we are unable to efficiently design, develop,
manufacture, market, deploy, distribute and service our products, our margins, profitability and prospects may be materially and




adversely affected. We have yet to achieve positive operating cash flow for a full year and, given our projected funding needs,
our ability to generate or maintain positive cash flow is uncertain. We had negative cash flow from operating activities of $ 3%
48 . 3-8 million for the year ended December 31, 2623-2024 . Our business also will at times require significant amounts of
working capital to support our expected future growth and expansion of products. An inability to generate and maintain
positive cash flow for the near term may adversely affect our ability to raise needed capital for our business on reasonable terms
or at all , diminish supplier or customer willingness to enter into transactions with us, and / or have other adverse effects that
may decrease our long- term viability. There can be no assurance that we will achieve or maintain positive cash flow in the
near future or at all. Our financial results may vary significantly from period to period due to fluctuations in our product
development cycle and operating costs, product demand and other factors. We expect our period- to- period financial results to
vary based on our operating costs and product demand, which we anticipate will fluctuate as the pace at which we continue to
design, develop and manufacture new products, increase manufacturing capacity and establish or expand design, research and
development, manufacturing, sales and service facilities varies. Additionally, our revenues— revenue from period to period may
fluctuate as we identify and investigate areas of demand, adjust volumes and add new product derivatives based on market
demand and margin opportunities, develop and introduce new products or introduce existing products to new markets. As a
result of these factors, we believe that quarter- to- quarter comparisons of our financial results, especially in the short term, are
not necessarily meaningful and that these comparisons cannot be relied upon as indicators of future performance. Moreover, our
financial results may not meet expectations of equity research analysts or investors, who may be focused primarily on quarterly
financial results, which could cause the trading price of our Common Stock to fall substantially, either suddenly or over time.
Our business plans require a significant amount of capital. In addition, our future capital needs may require us to sell additional
equity or debt securities that may dilute our stockholders or introduce covenants that may restrict our operations or our ability to
pay dividends. We have incurred, and expect to continue incurring, significant expenses as we expand our business, and we
expect that our level of expenses will be significantly affected by customer demand for our products and services. As a result,
our ability to access capital is critical and until we can generate sufficient revenue to cover our operating expenses, working
capital and capital expenditures, we will need to raise additional capital in order to fund and scale our operations. The fact that
we have a limited operating history means , among other things, that we have limited historical data on the demand for our
products. As a result, our future capital requirements are uncertain and actual capital requirements may differ from those we
currently anticipate. We have obtained debt financing and, in the future, may need to seek equity or additional debt financing to
finance a portion of our expenses. Such financing might not be available to us in a timely manner or on terms that are acceptable,
or at all. Our ability to obtain the necessary financing to carry out our business plan is subject to a number of factors, including
general market conditions and investor acceptance of our business model , as well as restrictions arising from our existing
debt securities (see “ — Risks Related to our Indebtedness — We have incurred substantial debt, which could impair our
flexibility and access to capital and adversely affect our financial position, and our business would be adversely affected
if we are unable to service our debt obligations and are subject to default ). In addition, our ability to access funds
potentially available under the SEPA is limited by various factors, including, but not limited to, the availability of an
effective registration statement permitting the resale of shares of Common Stock issuable thereunder. In particular, the
Company’ s access to the SEPA is not available as of the date of this Report and will not be available unless and until the
Company files with the SEC a post- effective amendment to the applicable registration statement. Moreover, unless
extended by mutual agreement of the parties, the SEPA is scheduled to expire on February 11, 2026 . These factors may
make the timing, amount, terms and conditions of such financing unattractive or unavailable to us. If we are unable to raise
sufficient capital, we may have to significantly reduce our spending, delay or cancel our planned activities or substantially
change our corporate structure. We may not be able to obtain any funding, and we may not have sufficient resources to conduct
our business as projected, both of which could mean that we would be forced to curtail or discontinue our operations. In
addition, our future capital needs and other business reasons could cause us to sell additional equity or debt securities or obtain a
credit facility. The sale of additional equity or equity- linked securities could dilute our stockholders. The incurrence of
indebtedness would result in increased debt service obligations and could result in operating and financing covenants that may
restrict our operations or our ability to pay dividends to our stockholders. If we cannot raise additional capital in a timely manner
and on acceptable terms, our operations and prospects could be negatively affected. The unavailability, reduction or elimination
of government and economic incentives could have a material adverse effect on our business, prospects, financial condition and
operating results. Any reduction, elimination or discriminatory application of government subsidies and economic incentives
due to policy changes, the reduced push for such subsidies and incentives due to the perceived success of the electric vehicle
industry or other reasons may increase the net cost to consumers of electric vehicles and related products and result in the
diminished demand for, and competitiveness of , alternative fuel and electric vehicles (including our products) . Qur business
model currently relies, in part, on the availability of federal tax credits used by our customers to offset the incremental
cost of purchasing electric vehicles . While certain tax credits and other incentives for alternative energy production,
alternative fuel vehicles and electric vehicles have been available in the past, there is no guarantee these programs will be
available in the future. Support for, and opposition to, such subsidies and incentives are subject to political forces and
fiscal changes. For example, the current U. S. presidential administration has issued a policy statement aimed at
eliminating the “ electric vehicle mandate, ” which targets state emissions waivers and governmental subsidies.
Corresponding executive orders may be further issued to implement this policy. Any reduction, elimination or selective
application of tax and other governmental programs and economic incentives because of policy changes, the reduced
need for such programs due to the perceived success of the electric vehicle, fiscal tightening or other reasons may result
in the diminished competitiveness of the electric vehicle industry generally or our electric vehicles in particular, which
would adversely affect our business, prospects, financial condition and results of operations. [f current government



subsidies and economic incentives, such as credits under the Inflation Reduction Act, are not available in the future, the
affordability and attractiveness of our products and our business, prospects, financial position and results of operations
could be materially and adversely affected. Our ability to use net operating loss carryforwards and other tax attributes may be
limited in connection with the Business Combination or other ownership changes. We have incurred losses during our history
and may never achieve profitability. To the extent that we continue to generate taxable losses, unused losses will carry forward
to offset future taxable income, if any, until such unused losses expire yifatal- As of December 31, 2023-2024 , we had federal
and state income tax net operating loss carryforwards of $ 429-505 . 6-4 million. This consists of approximately $ 97233 . 3-2
million of federal net operating loss carryovers, and approximately $ 232-272 . 3-2 million of state net operating loss carryovers.
The federal net operating loss carryovers have an indefinite carryforward period, and the state net operating loss carryovers may
expire between 2036 and 2643-2044 . Under current U. S. federal income tax law, U. S. federal net operating loss carryforwards
generated in taxable periods beginning after December 31, 2017, may be carried forward indefinitely, but the deductibility of
such net operating loss carryforwards, is limited to 80 % of taxable income. It is uncertain if and to what extent various states
will conform to current U. S. federal income tax law. In addition, our net operating loss carryforwards are subject to review and
possible adjustment by the IRS and state tax authorities. Under Sections 382 and 383 of the Internal Revenue Code of 1986, as
amended (the “ Code ™), these federal net operating loss carryforwards and other tax attributes may become subject to an annual
limitation in the event of certain cumulative changes in our ownership. An “ ownership change ” pursuant to Section 382 of the
Code generally occurs if one or more stockholders or groups of stockholders who own at least 5 % of a company’ s stock
increase their ownership by more than 50 percentage points over their lowest ownership percentage within a rolling three- year
period. Our ability to utilize net operating loss carryforwards and other tax attributes to offset future taxable income or tax
liabilities may be limited as a result of ownership changes, including potential changes in connection with the Business
Combination, the acquisition of ElectraMeccanica or other transactions. Similar rules may apply under state tax laws. If we earn
taxable income, such limitations could result in increased future income tax liability to us and our future cash flows could be
adversely affected. We have recorded a full valuation allowance related to our net operating loss carryforwards and other
deferred tax assets due to the uncertainty of the ultimate realization of the future benefits of those assets. We may not be able to
obtain or agree on acceptable terms and conditions for all or a significant portion of the government grants, loans and other
incentives for which we may apply. As a result, our business, prospects, financial condition and operating results may be
adversely affected. We have applied, and intend to continue to apply, for federal and state grants, loans and tax incentives under
government programs demgned to stlmulate the economy and support the productlon of alternative fuel and electric vehicles and
relatedtechnologles pate-that-in-the—fut W e S-to-apy srafts;toans-and-oth

€ s ur ablhty to obtaln funds or incentives from government sources
in the future is subject to the ex1stence of apphcable governmental programs, the availability of funds under such appteable
goveramentprograms and approval of our applications to participate in such programs. The application process for these funds
and other incentives will likely be highly competitive. We cannot assure you that we will be successful in obtaining any of these
additional grants, loans and other incentives or that we will be eligible for certain tax or other economic incentives. If we are not
successful in obtaining any of these additional incentives and we are unable to find alternative sources of funding to meet our
planned capital needs, our business and prospects could be materially adversely affected. We previously restated our financial
statements for several prior periods, which resulted in unanticipated costs and may adversely affect investor confidence, our
stock price, our ability to raise capital in the future and our reputation. On March 8, 2023, the Audit Committee of our Board of
Directors, after discussion with management and with our independent registered public accounting firm, concluded that our
previously issued unaudited condensed consolidated financial statements as of and for the quarters ended March 31, 2022, June
30, 2022 and September 30, 2022 (the “ Affected Periods ) should no longer be relied upon due to (1) errors in recording results
of a physical inventory count, which caused inventories to be overstated and cost of goods sold to be understated, and (2) etrers
#rthe improper recording of duplicate inventory receipts as well as improper and inaccurate recording of prepaid inventories,
which caused inventories, prepaid inventories (included within Prepaid expenses and other current assets in our consolidated
balance sheets ) and accrued expenses (included within Other current liabilities) to be overstated. As a result, we restated the
financial statements for the Affected Periods. We As-a-tresult-we-incurred unanticipated costs for accounting and legal fees in
connection with the restatements, and the restatements may have the effect of eroding investor confidence in us and our
financial reporting and accounting practices and processes and may raise reputational issues for our business. The restatements ,
and any perception that our published results may have-again need to be restated, may negatively impaeted—- impact the
trading price of our securities and made-make it more difficult for us to raise capital on acceptable terms, or at all. We identified
material weaknesses in our internal control over financial reporting, and we may identify additional material weaknesses in the
future that may cause us to fail to meet our reporting obligations or result in material misstatements of our financial statements.
If we fail to remediate any material weaknesses or if we otherwise fail to establish and maintain effective control over financial
reporting, our ability to accurately and timely report our financial results could be adversely affected and it may adversely affect
investor confidence, our reputation, our ability to raise additional capital, and our business operations and financial condition.
As a public company, we are required to comply with the SEC’ s rules implementing Sections 302 and 404 of the Sarbanes-
Oxley Act, which requires— require management to certify financial and other information in our quarterly and annual reports
and provide an annual management report on our internal control over financial reporting. Management-As disclosed in our
prior year Annual Report on our Form 10- K for the year ended December 31, 2023, we identified material weaknesses in
internal controls related to the ineffective operation of controls related to inventory management and revenue
recognition. Furthermore, during the financial reporting close process for the year ended December 31, 2024,
management identified material weaknesses in the design and operation of our internal controls over financial reporting
related to three areas, specifically, inventory management, revenue recognition, and information technology (“ IT )




general controls. We believe these material weaknesses were caused by turnover of accounting, operations and IT
positions within the Company’ s organization, resulting in the inability of Company accounting personnel who have
recently assumed new and additional responsibilities, to identify, evaluate and address technical accounting and
disclosure matters that affect our consolidated financial statements on a timely basis. Management has determined that
these deficiencies are related to insufficient internal resources in technical accounting and financial reporting impacting
our 1nterna1 control over financial reportmg for fe}a-ted-te—the year ended December 31, 2024 ineffective-operation-ofeontrols

; v enitior. A material weakness is a deficiency, or a combination of
deﬁc1en01e€ in 1nterna1 control over financial reportmg, such that there is a reasonable possibility that a material misstatement of
our annual or interim financial statements will not be prevented or detected on a timely basis. For a discussion of management’ s
evaluation of our disclosure controls and procedures and the material weaknesses identified, see Part II, Item 9A, “ Controls and
Procedures ” of this Report. Based on the results of our evaluation and the material weaknesses described above,
management concluded that our internal control over financial reporting was not effective to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for external
reporting purposes in accordance with GAAP as of December 31, 2024. Effective internal controls over financial reporting
are necessary for us to provide reliable financial reports and prevent fraud. We continue to evaluate steps to remediate the
material weaknesses. These remediation measures may be time consuming and costly and there is no assurance that these
measures will ultimately have the intended effects. In order to remediate the material weaknesses in internal controls over
financial reporting related to the ineffective design and operation of controls related to inventory management ane-, revenue
recognition and IT general controls , management is implementing financial reporting control changes, remediation steps

des1gned to 1mpr0ve its disclosure controls to addreq% t-he—these materlal Weakneqseq —Management-with-the-oversight-of the

pfeeeel-t&es— Theqe materlal Weakneqsei will not be Congldered remedlated untll the apphcable remedlated Control operates for a
sufficient period of time and management has concluded, through testing, that this enhanced control is operating effectively , if
ever . Furthermore, we cannot ensure that the measures we have taken to date, and actions we may take in the future, will be
sufficient to remediate in a timely manner or at all the control deficiencies that led to our material weaknesses in our internal
controls over financial reporting or that they will prevent or avoid potential future material weaknesses due to a failure to
implement and maintain adequate internal control over financial reporting or circumvention of these controls. In addition, even
if we are successful in strengthening our controls and procedures, in the future these controls and procedures may not be
adequate to prevent or identify irregularities or errors or to facilitate the fair presentation of our financial statements. If we are
not able to remediate the material weaknesses, or if we identify any new material weaknesses in the future, then we may be
unable to maintain compliance with the requirements of securities laws, stock exchange listing rules, or debt instrument
covenants regarding timely filing of information; we could lose access to sources of capital or liquidity; and investors may lose
confidence in our financial reporting and our stock price may decline as a result. Though we are taking steps to remediate the
material weaknesses, we cannot be assured that the measures we have taken to date, or any measures we may take in the future,
will be sufficient to remediate the material weaknesses or avoid potential future material weaknesses or the perception thereof
. As aresult of the material weaknesses described above and other related matters raised or that may in the future be identified,
we face potential for adverse regulatory consequences, including investigations, penalties or suspensions by the SEC or Nasdagq,
litigation or other disputes which may include, among others, claims invoking the federal and state securities laws, contractual
claims or other claims arising from the material weaknesses in our internal control over financial reporting and the preparation
of our consolidated financial statements. As of the date of this filing, we have no knowledge of any such regulatory
consequences, litigation, claim or dispute. However, we can provide no assurance that such regulatory consequences, litigation,
claim or dispute will not arise in the future. Any such regulatory consequences, litigation, claim or dispute, whether successful
or not, could subject us to additional costs, divert the attention of our management, or impair our reputation. Each of these
consequences could have a material adverse effect on our business , reputation , results of operations and financial condition.
We may identify future material weaknesses in our internal controls over financial reporting or fail to meet the demands that
will be placed upon us as a public company, including the requirements of the Sarbanes- Oxley Act, and we may be unable to
accurately report our financial results, or report them within the timeframes required by law or stock exchange regulations. We
cannot assure that our existing material weaknesses will be remediated or that additional material weaknesses will not exist or
otherwise be discovered, any of which could adversely affect our reputation, financial condition, and results of operations. Risks
Related to Our Indebtedness We have incurred substantial debt, which could impair our flexibility and access to capital and
adversely affect our financial position, and our business would be adversely affected if we are unable to service our debt
obligations and are subject to default. As of December 31, 2023-2024 , we had total indebtedness of approximately $ 25-28 . 3-1
million, consisting of the eenvertitble-Convertible notes-Note (including accrued interest) , equipment notes, finance lease
liabilities and insurance financing notes. Our substantial indebtedness may: ¢ limit our ability to use our cash flow or borrow
additional funds for working capital, capital expenditures, acquisitions, investments or other general business purposes; ® require
us to use a substantial portion of our cash flow from operations to make debt service payments; ¢ limit our flexibility to plan for,
or react to, changes in our business and industry, or our ability to take specified actions to take advantage of certain business
opportunities that may be presented to us; * result in dilution to our existing stockholders in the event the Convertible Note is



settled in our shares of easr-Common Stock; ¢ place us at a competitive disadvantage compared to our less leveraged competitors;
and ¢ increase our vulnerability to the impact of adverse economic and industry conditions. If our cash flows and capital
resources are insufficient to fund our debt service obligations, we may be forced to reduce or delay investments and capital
expenditures, seek additional capital or restructure or refinance our debt. These alternative measures may not be successful and
may not permit us to meet er-debt service obligations. In the absence of such cash flows and resources, we could face
substantial liquidity problems and might be required to dispose of material assets or operations to meet our debt service and
other obligations. If we do not make the required payments when due, either at maturity, or at applicable installment payment
dates, or if we breach the agreement or become insolvent, the lender could elect to declare all amounts outstanding, together
with accrued and unpaid interest, and other payments, to be immediately due and payable. If our indebtedness is accelerated, we
cannot assure you that we will have sufficient assets to repay the indebtedness. Any default under our indebtedness would have
a material adverse effect on our financial condition and our ability to continue our operations. Servicing our debt requires a
significant amount of cash, and we may not have sufficient cash flow from our business to pay our substantial debt. Our ability
to make payments of principal or interest on our indebtedness depends on our future performance, which is subject to economic,
financial, competitive and other factors beyond our control. If the assumptions underlying our cash flow guidance are incorrect,
our business may not continue to generate cash flow from operations in the future sufficient to service our indebtedness and
make necessary capital expenditures. If we are unable to generate cash flow sufficient to service our indebtedness and make
necessary capital expenditures, we may be required to adopt one or more alternatives, such as selling assets, restructuring debt
or issuing additional equity, equity- linked or debt instruments on terms that may be onerous or highly dilutive. Our ability to
refinance our indebtedness will depend on the capital markets and our financial condition at such time. If we are unable to
engage in any of these activities or engage in these activities on desirable terms, we may be unable to meet our debt obligations,
which would materially and adversely impact our business, financial condition and operating results. Conversion of the
Convertible Note may dilute the ownership interest of our stockholders or may otherwise depress the price of our Common
Stock. The conversion of some or all of the Convertible Note may dilute the ownership interests of our stockholders. If we elect
to settle our conversion obligation with respect to the Convertible Note in shares of our Common Stock or a combination of cash
and shares of our Common Stock, any sales in the public market of our Common Stock issuable upon such conversion could
adversely affect prevailing market prices of our Common Stock. In addition, the existence of the Convertible Note may
encourage short selling by market participants because the conversion of the Convertible Note could be used to satisfy short
positions, or anticipated conversion of the Convertible Note into shares of our Common Stock could depress the price of our
Common Stock. Risks Related to our Acquisition of ElectraMeccanica We may be unable to realize the opportunities expected
from the acquisition of ElectraMeccanica, which could adversely affect our business, financial condition and results of
operations. The acquisition of ElectraMeccanica is expected to create growth, operational enhancement, expansion and other
opportunities for us, including, among others, through significantly improving our capital position and financial flexibility and
providing significant growth funding and runway to execute our business plan. The identification and scope of these
opportunities is based on various assumptions, which may or may not prove to be accurate. These opportunities may not arise as
expected, or we may not be able to realize the anticipated benefits from these opportunities, from the sources or in the amount,
manner or time frame expected, or at all. In addition, we may incur additional or unexpected costs in order to pursue and / or
realize these opportunities. Failure to reahze these opportunme% eould qlgnlﬁcantly reduce the expeeted beneﬁtq a%soelated with
the acqulsmon of ElectraMeccanica. ; y et ; ;

expected to be mcurred in connection Wlth the consummation of the acqulsmon of EleetraMeceamea and integrating it with
the rest of our business . We have incurred, and expect to continue to incur, costs related directly to completing the acquisition
and integrating ElectraMeccanica with the rest of our business . Additional unanticipated costs may be incurred as we
continue to integrate the two businesses. While we have assumed that certain expenses would be incurred in connection with the
acquisition and integration , there are many factors beyond our control that could affect the total amount or the timing of
expenses related to the acquisition and integration . Legal and Regulatory Risks Changes in U.S.trade policy,including the
imposition of tariffs and the resulting consequences ,could adversely affect our business,prospects,financial condition and



operating results.The U.S.government has previously fremrtime-te-time-imposed tariffs on certain foreign goods,including steel
and certain vehicle parts,which have resulted in increased costs for goods imported into the United States.In response to these
tariffs,a number of U.S.trading partners have imposed retaliatory tariffs on a wide range of U.S.products,which makes it more
costly for us to export our products to those countries.Recent events,including new policy introductions and-ehanges-following
the 2624-2020 U.S presidential election,may result in substantial regulatory uncertainty regarding international trade and trade
policy.United States policies have called for substantial changes to trade agreements,have increased tariffs on certain goods
imported into the U.S.and have raised the possibility of imposing significant additional tariff increases.If we are unable to pass
price increases on to our customer base or otherwise mitigate the costs,or if demand for our exported products decreases due to

the higher cost and-+or-the-pereeption-that-eosts-wilkinerease-, then-our operating results could be materially and adversely

affected. While we cannot predict the extent to which the United States or other countries will impose quotas,duties,tariffs,taxes
or other srmllar restrictions upon the import or export of our products ;eempenents;raw-materials-or-othersupphes-in the future,a
“trade war ” of this nature or other governmental action related to tariffs or international trade agreements could have an
adverse impact on demand for our services,sales and clients and affect the economies of the United States and various
countries,having an adverse effect on our business,financial condition and results of operations. We may face regulatory
limitations on our ability to sell vehicles directly to consumers, which could materially and adversely affect our ability to sell our
vehicles. Our business plan includes the direct sale of vehicles to consumers. We have limited experience distributing directly to
consumers, and the establishment of our national and global in- house sales and marketing function has proven expensive and
time consuming. The laws governing licensing of dealers and sales of motor vehicles vary from state to state. Most states require
a dealer license and / or manufacturers license to sell new motor vehicles within the state, and many states prohibit
manufacturers or their affiliates from becoming licensed dealers and directly selling new motor vehicles to consumers from
within that state. In addition, most states require that we have a physical dealership location in the state before we can be
licensed as a dealer. The application of these state laws to our operations continues to be difficult to predict. Laws in some states
have limited our ability to obtain dealer licenses from state motor vehicle regulators and may continue to do so. We may face
legal challenges to this distribution model. For instance, in states where direct sales are not permitted, dealers and their lobbying
organizations may complain to the government or regulatory agencies that we are acting in the capacity of a dealer without a
license. In some states, regulators may restrict or prohibit us from directly providing warranty repair service, or from contracting
with third - parties who are not licensed dealers to provide warranty repair service. Even if regulators decide to permit us to sell
vehicles, such decisions may be challenged by dealer associations and others as to whether such decisions comply with
applicable state motor vehicle dealer laws. Further, even in jurisdictions where we believe applicable laws and regulations do not
currently prohibit our direct sales model, legislatures may impose additional limitations. Our distribution model also includes
the sale of vehicles pursuant to agreements with dealers. Xos products sold through dealers may have significantly lower unit
margins than those that we sell directly to consumers. Additionally, such dealer relationships may limit our ability to enter into
similar agreements with other dealers in certain markets or affect sales in certain markets other than through the dealer assigned
to such market. Our ability to terminate any dealership agreement may be limited due to state and local laws and regulations.
Because the laws vary from state to state, our distribution model must be carefully established, and our sales and service
processes must be continually monitored for compliance with the various state requirements, which change from time to time.
Regulatory compliance and likely challenges to the distribution model may add to the cost of our business or negatively impact
our ability to sell and distribute products and services. We, our outsourcing partners and our suppliers are subject to substantial
regulation and any unfaverable-ehanges-—te;or-failure by us, our outsourcing partners or our suppliers to comply with, these
regulations could substantially harm our business and operating results. We and our products, and motor vehicles in general, as
well as our third- party outsourcing partners and our suppliers, are or will be subject to substantial regulation under foreign,
federal, state and local laws. We continue to evaluate requirements for licenses, approvals, certificates and authorizations
necessary to manufacture, deploy or service our products in the jurisdictions in which we plan to operate and intend to take such
actions necessary to comply. We may experience difficulties in obtaining or complying with various licenses, approvals,
certifications and other governmental authorizations necessary to manufacture, deploy or service our vehicles in any of these
jurisdictions. If we, our third- party outsourcing partners or our suppliers are unable to obtain or comply with any of the
licenses, approvals, certifications or other authorizations necessary to carry out our operations in the jurisdictions in which we
currently operate, or those jurisdictions in which we plan to operate, then our business, prospects, financial condition and
operating results could be materially and adversely affected. We have incurred, and expect to continue to incur, significant costs
in complying with these regulations. Laws related to the electric and alternative fuel vehicle industry are evolving and we face
risks associated with changes to these laws, including, but not limited to: * increased support for other alternative fuel systems,
which could have an impact on the acceptance of our products; and ¢ increased sensitivity by regulators to the needs of
established automobile manufacturers with large employment bases, high fixed costs and business models based on the internal
combustion engine, which could lead them to pass regulations that could reduce the compliance costs of such established
manufacturers or mltlgate the effects of government efforts to promote alternative fuel and electric Vehlcles —Fo-the-extentthe

laws change new laws are 1ntr0duced or 1f we introduce new products in the future some or all of our products may not comply
with applicable foreign, federal, state or local laws. Further, certain industry standards currently regulate electrical and
electronics equipment. Although standards for electric vehicles are not yet generally available or accepted as industry standards,
our products may become subject to such standards in the future. Compliance with these-changing laws, regulations and



standards could be burdensome trme consumrng, and expensrve and —There-ean-be-no-assuranee-that-we-with-be-able-to
anee-costs-efforts to comply could adversely affect our business,

prospects, ﬁnanc1al condltlon and 0peratmg results lf our IT mfefmat-ren—teehﬁebgy—systems those of third - parties upon
which we rely, or our data are or were compromised, we could experience adverse consequences resulting from such
compromise, including but not limited to regulatory investigations or actions; litigation; fines and penalties; disruptions of our
business operations; reputational harm; loss of revenue or profits; and loss of customers or sales +and-other-adverse
eonsequenees-. In the ordinary course of our business, we (and the third - parties upon which we rely) collect, store, receive,
generate, use, transfer, disclose, make accessible, protect, secure, dispose of, transmit, share and otherwise process (collectively,
process or processing) personal information, confidential or proprietary information, sensitive information, intellectual property,
trade secrets, and financial information (collectively, sensitive information) from vehicles, customers, employees and others as
part of our business and operations. We also work with partners and third- party service providers or vendors that process such
data on our behalf and in connection with our vehicles. There can be no assurance that any security measures that we or our
third- party service providers or vendors have implemented will be effective against current or future threats to such data. Cyber-
attacks, malicious internet- based activity, online and offline fraud, and other similar activities threaten the confidentiality,
integrity, and availability of our sensitive information and IT infermatienteehnotogy-systems, and those of the third - parties
upon which we rely. Such threats are prevalent and continue to rise, are increasingly difficult to detect, and come from a variety
of sources, including traditional computer *“ hackers, ” threat actors, “ hacktivists, ” organized criminal threat actors, personnel
(such as through theft or misuse), sophisticated nation states, and nation- state- supported actors. Some actors now engage and
are expected to continue to engage in cyber- attacks, including without limitation nation- state actors for geopolitical reasons and
in conjunction with military conflicts and defense activities. During times of war and other major conflicts, we, the third -
parties upon which we rely, and our customers may be vulnerable to a heightened risk of these attacks, including retaliatory
cyber- attacks, that could materially disrupt our systems and operations, supply chain, and ability to produce, sell and distribute
our goods and services. We and the third - parties upon which we rely are subject to a variety of evolving threats, including but
not limited to social- engineering attacks (including through deep fakes, which may be increasingly more difficult to identify as
fake, and phishing attacks), malicious code (such as viruses and worms), malware (including as a result of advanced persistent
threat intrusions), denial- of- service attacks, credential stuffing attacks, credential harvesting, personnel misconduct or error,
ransomware attacks, supply- chain attacks, software bugs, server malfunctions, software or hardware failures, loss of data or
other IT information-teehnology-assets, adware, telecommunications failures, earthquakes, fires, floods, attacks enhanced or
facilitated by Al and other similar threats. In particular, severe ransomware attacks are becoming increasingly prevalent and can
lead to significant interruptions in our operations, ability to provide products or services, loss of sensitive information and
income, reputational harm, and diversion of funds. Extortion payments may alleviate the negative impact of a ransomware
attack, but we may be unwilling or unable to make such payments due to, for example, applicable laws or regulations prohibiting
such payments. In addition, remote work has become more common and has increased risks to our IT infermationtechnotogy
systems and data, as more of our employees utilize network connections, computers and devices outside our premises or
network, including working at home, while in transit and in public locations. Future or past business transactions (such as
acquisitions or integrations) could expose us to additional cybersecurity risks and vulnerabilities, as our systems could be
negatively affected by vulnerabilities present in acquired or integrated entities’ systems and technologies. Furthermore, we may
discover security issues that were not found during due diligence of such acquired or integrated entities, and it may be difficult
to integrate companies into our IT infermatien-teehnotogy-cnvironment and security program. We rely on third- party service
providers and technologies to operate critical business systems to process sensitive information in a variety of contexts,
including, without limitation, cloud- based infrastructure, data center facilities, encryption and authentication technology,
employee email, content delivery to customers, and other functions. We also rely on third- party service providers to provide
other products, services, vehicle parts, or otherwise to operate our business. Our ability to monitor these third - parties’
information security practices is limited, and these third - parties may not have adequate information security measures in place.
If our third- party service providers experience a security incident or other interruption, we could experience adverse
consequences. While we may be entitled to damages if our third- party service providers fail to satisfy their privacy or security-
related obligations to us, any award may be insufficient to cover our damages, or we may be unable to recover such award. In
addition, supply- chain attacks have increased in frequency and severity, and we cannot guarantee that third - parties’
1nfrastructure in our supply chain or our thrrd party partners supply chalns have not been compromised. Whie-we-have

ered ag There can be no assurance that these-any
securlty measures that we may have 1mplemented 0r may 1mplement in 0rder to protect against security incidents will be
effective. We are also at risk for interruptions, outages and breaches of our: (a) operational systems, including business,
financial, accounting, product development, data processing or production processes, owned by us or our third- party vendors or
suppliers; (b) facility security systems, owned by us or our third- party vendors or suppliers; (c) transmission control modules or
other in- product technology, owned by us or our third- party vendors or suppliers; (d) the integrated software in our products;
and (e) customer data and personal information that we process, or our third- party vendors or suppliers, process on our behalf.
Our vehicles contain complex IT tnformation-teehnotogy-systems and built- in data connectivity to accept and install periodic
remote updates to improve or update functionality. We utilize in- vehicle services and functionality through the Xosphere ™
that utilize data connectivity to monitor performance and timely capture opportunities to enhance on- the- road performance and
for safety and cost- saving preventative maintenance. The availability and effectiveness of our Xosphere ™ services depend on
the continued operation of IT informatien-teehnology-and communications systems. There are inherent risks associated with
developing, improving, expanding and updating our current systems, such as the disruption of our data management,
procurement, production execution, finance, supply chain and sales and service processes. For example, software such as our




Xosphere ™ platform can contain errors, defects, security vulnerabilities or software bugs that are difficult to detect and correct,
particularly when such vulnerabilities are first introduced or when new versions or enhancements of our platform are released.
Additionally, even if we are able to develop a patch or other fix to address such vulnerabilities, such a fix may be difficult to
push out to our customers or otherwise be delayed. Additionally, our business depends upon the appropriate and successful
implementation of our Xosphere ™ platform by our customers. If our customers fail to use the Xosphere ™ platform according
to our specifications, our customers may suffer a security incident on their own systems or other adverse consequences. Even if
such an incident is unrelated to our security practices, it could result in our incurring significant economic and operational costs
in investigating, remediating, and implementing additional measures to further protect our customers from their own
vulnerabilities and could result in reputational harm. These risks may affect our ability to manage our data and inventory,
procure parts or supplies or manufacture, deploy, deliver and service our products, adequately protect our intellectual property or
achieve and maintain compliance with, or realize available benefits under, applicable laws, regulations and contracts. We have
designed, implemented and tested security measures intended to prevent unauthorized access to our IT infermatien-teehnotogy
networks, vehicles and related systems. However, unauthorized actors may attempt to gain access to modify, alter and use such
networks, vehicles and systems to gain control of or change our vehicles’ functionality, user interface and performance
characteristics, or to gain access to data stored in or generated by the vehicle. We have contractual and other legal obligations to
notify individuals, regulatory authorities and others of security breaches involving certain types of data. Laws governing data
breaches may be inconsistent or change, and new laws may be adopted. In addition, our agreements with certain customers may
require us to notify them in the event of a security breach. Such mandatory disclosures are costly, could lead to negative
publicity, could divert management’ s attention, could result in penalties or fines, could result in litigation, may cause our
customers to lose confidence in the effectiveness of our security measures and may require us to expend significant capital and
other resources to respond to and alleviate problems caused by the actual or perceived security breach. We take steps designed
to detect, mitigate and remediate vulnerabilities in our information systems (such as our hardware and / or software, including
that of third - parties upon which we rely). We may not, however, detect and remediate all such vulnerabilities, inteludintg-on a
timely basis or at all . Further, we may experience delays in developing and deploying remedial measures and patches designed
to address vulnerabilities. Vulnerabilities could be exploited and result in a security incident. Any of the previously identified or
similar threats could cause a security incident or other interruption that could result in unauthorized, unlawful, or accidental
acquisition, modification, destruction, loss, alteration, encryption, disclosure of, or access to our sensitive information or our I'T
information-teehnology-systems, or those of the third - parties upon whesrwhich we rely. A security incident or other
interruption could disrupt our ability (and that of third - parties upon whentrwhich we rely) to provide our products. We may
expend significant resources or modify our business activities to try to protect against security incidents. Certain data privacy
and security obligations may require us to implement and maintain specific security measures or industry- standard or
reasonable security measures to protect our IT infermation-teehnology-systems and sensitive information. Applicable data
privacy and security obligations may require us to notify relevant stakeholders, including affected individuals, customers,
regulators, and investors, of security incidents. Such disclosures are costly, and the disclosure or the failure (actual or perceived)
to comply with such requirements could lead to adverse consequences. If we (or a third - party upon swhem-which we rely)
experience a security incident or are perceived to have experienced a security incident, we may experience adverse
consequences, such as government enforcement actions (for example, investigations, fines, penalties, audits, and inspections);
additional reporting requirements and / or oversight; restrictions on processing sensitive information (including personal data);
litigation (including class claims); indemnification obligations; negative publicity; reputational harm; monetary fund diversions;
diversion of management attention; interruptions in our operations (including availability of data); financial loss; and other
similar harms. Security incidents and attendant consequences may prevent customers from, or cause customers to stop , using
our products, deter new customers from using our products, and negatively impact our ability to grow and operate our business.
Our contracts may not contain limitations of liability, and even where they do, there can be no assurance that limitations of
liability in our contracts are sufficient to protect us from liabilities, damages, or claims related to our data privacy and security
obligations. We cannot be sure that our insurance coverage will be adequate or sufficient to protect us from or to mitigate
liabilities arising out of our privacy and security practices, that such coverage will continue to be available on commercially
reasonable terms or at all, or that such coverage will pay future claims. In addition to experiencing a security incident, third -
parties may gather, collect, or infer sensitive information about us from public sources, data brokers, or other means that reveals
competitively sensitive details about our organization and could be used to undermine our eompetitive-advantage-or-market
position. Changes in tax laws or regulations that are applied adversely to us or our customers may have a material adverse effect
on our business, cash flow, financial condition er-and results of operations. New income, sales, use or other tax laws, statutes,
rules, regulations or ordinances could be enacted at any time, which could adversely affect our business operations and financial
performance. Further, existing tax laws, statutes, rules, regulations or ordinances could be interpreted, changed, modified or
applied adversely to us. For example, legislation known as the Tax Cuts and Jobs Act of 2017 (“ TCJA ), the Coronavirus Aid,
Relief, and Economic Security Act and the Inflation Reduction Act ef2622-enacted many significant changes to the U. S. tax
laws. Further guidance from the Internal Revenue Service and other tax authorities with respect to such legislation may affect
us, and certain aspects of such legislation could be repealed or modified in future legislation. In addition, it is uncertain if and to
what extent various states will conform to federal tax laws. Future tax reform legislation could have a material impact on the
value of our deferred tax assets and could increase our future U. S. tax expense. Effective January 1, 2022, the TCJA eliminated
the option to deduct research and development expenses for tax purposes in the year incurred and requires taxpayers to
capitalize and subsequently amortize such expenses over five years for research activities conducted in the United States and
over 15 years for research activities conducted outside the United States. Unless the United States Department of the Treasury
issues regulations that narrow the application of this provision to a smaller subset of our research and development expenses or



the provision is deferred, modified, or repealed by Congress, it could harm our future operating results by effectively increasing
our future tax obligations. The actual impact of this provision will depend on multiple factors, including the amount of research
and development expenses we will incur, whether we achieve sufficient income to fully utilize such deductions and whether we
conduct our research and development activities inside or outside the United States. We are subject to stringent and evolving U.
S. and foreign laws, regulations and rules, contractual obligations, industry standards, policies and other obligations related to
data privacy and security. Our actual or perceived failure to comply with such obligations could lead to : regulatory
investigations ef-and actions; litigation (including class claims) and mass arbitration demands; fines and penalties; disruptions
of our business operations; reputational harm; loss of revenue er-and profits; loss of customers er-and sales; and other adverse
business consequences. In the ordinary course of business, we process personal data and other sensitive information and vehicle
data. Our data processing activities subject us to numerous data privacy and security obligations, such as various laws,
regulations, guidance, industry standards, external and internal privacy and security policies, contractual requirements, and other
obligations relating to data privacy and security. In the United States, federal, state, and local governments have enacted
numerous data privacy and security laws, including data breach notification laws, personal data privacy laws, consumer
protection laws (e. g., Section 5 of the Federal Trade Commission Act), and other similar laws (e. g., wiretapping laws). For
example, the Controlling the Assault of Non- Solicited Pornography and Marketing Act of 2003 (" CAN- SPAM ”) and the
Telephone Consumer Protection Act of 1991 (“ TCPA ) impose specific requirements on communications with customers. For
example, the TCPA imposes various consumer consent requirements and other restrictions on certain telemarketing activity and
other communications with consumers by phone, fax or text message. TCPA violations can result in significant financial
penalties, including penalties or criminal fines imposed by the Federal Communications Commission or fines of up to $ 1, 500
per violation imposed through private litigation or by state authorities. n-the-past-few-years;namerous-Numerous U. S. states
— including California, Virginia, Colorado, Connecticut, and Utah — have enacted comprehensive privacy laws that impose
certain obligations on covered businesses, including providing specific disclosures in privacy notices and affording residents
with certain rights concerning their personal data. As applicable, such rights may include the right to access, correct, or delete
certain personal data, and to opt- out of certain data processing activities, such as targeted advertising, profiling, and automated
decision- making. The exercise of these rights may impact our business and ability to provide our products and services. Certain
states also impose stricter requirements for processing certain personal data, including sensitive information, such as conducting
data privacy impact assessments. These state laws allow for statutory fines for noncompliance. For example, the California
Consumer Privacy Act of 2018, as amended by the California Privacy Rights Act of 2020 ( the-“~EPRA;-collectively, the
CCPA ), applies to personal data of consumers, business representatives, and employees who are California residents, and
requires businesses to provide specific disclosures in privacy notices and honor requests of such individuals to exercise certain
privacy rights. The CCPA provides for fines of up to $ 7, 500 per intentional violation and allows private litigants affected by
certain data breaches to recover significant statutory damages. Similar laws are being considered in several other states, as well
as at the federal and local levels, and we expect more states to pass similar laws in the future. These developments further
complicate compliance efforts, and increase legal risk and compliance costs for us, the third - parties upon whem-which we
rely, and our customers. Outside the United States, an increasing number of laws, regulations, and industry standards govern
data privacy and security. For example, the European Union’ s General Data Protection Regulation (“ EU GDPR ”), the United
Kingdom’ s GDPR (“ UK GDPR ”), Brazil’ s General Data Protection Law (Lei Geral de Prote¢do de Dados Pessoais ;o=
EGPP--) (Law No. 13, 709 /2018), and China’ s Personal Information Protection Law (“PHPE-impose strict requirements for
processing personal information. For example, under the EU GDPR, companies may face temporary or definitive bans on data
processing and other corrective actions; fines of up to 20 million Euros under the EU GDPR, 17. 5 million pounds sterling under
the UK GDPR or, in each case, 4 % of annual global revenue, whichever is greater; or private litigation related to processing of
personal data brought by classes of data subjects or consumer protection organizations authorized at law to represent their
interests. In Canada, the Personal Information Protection and Electronic Documents Act €“PHPEDA5-and various related
provincial laws, as well as Canada’ s Anti- Spam Legislation ¢~“CASE"5-, may apply to our operations. In the ordinary course of
business, we may transfer personal information from Europe and other jurisdictions to the United States or other countries.
Europe and other jurisdictions have enacted laws requiring data to be localized or limiting the transfer of personal information to
other countries. In particular, the European Economic Area (“ EEA ) and the United Kingdom (“ UK ) have significantly
restricted the transfer of personal information to the United States and other countries whose privacy laws it generally believes
are inadequate. Other jurisdictions may adopt similarly stringent interpretations of their data localization and cross- border data
transfer laws. Although there are currently various mechanisms that may be used to transfer personal information from the EEA
and UK to the United States in compliance with law, such as the EEA’ s standard contractual clauses, the UK’ s International
Data Transfer Agreement / Addendum, and the EU- U. S. Data Privacy Framework and the UK extension thereto (which allows
for transfers to relevant U. S.- based organizations who self- certify compliance and participate in the Framework), these
mechanisms are subject to legal challenges, and there is no assurance that we can satisfy or rely on these measures to lawfully
transfer personal information to the United States. If there is no lawful manner for us to transfer personal information from the
EEA, the UK or other jurisdictions to the United States, or if the requirements for a legally- compliant transfer are too onerous,
we could face significant adverse consequences, including the interruption or degradation of our operations, the need to relocate
part of or all of our business or data processing activities to other jurisdictions (such as Europe) at significant expense, increased
exposure to regulatory actions, substantial fines and penalties, the inability to transfer data and work with partners, vendors and
other third - parties, and injunctions against our processing or transferring of personal information necessary to operate our
business. Additionally, companies that transfer personal information out of the EEA and UK to other jurisdictions, particularly
to the United States, are subject to increased scrutiny from regulators, individual litigants, and activist groups. Some European
regulators have ordered certain companies to suspend or permanently cease certain transfers out of Europe for allegedly



violating the GDPR’ s cross- border data transfer limitations. We are also bound by contractual obligations related to data
privacy and security, and our efforts to comply with such obligations may not be successful. For example, certain privacy laws,
such as the CCPA, require our customers to impose specific contractual restrictions on their service providers. We publish
privacy policies, marketing materials and other statements regarding data privacy and security. If these policies, materials or
statements are found to be deficient, lacking in transparency, deceptive, unfair, or misrepresentative of our practices, we may be
subject to investigation, enforcement actions by regulators or other adverse consequences. Obligations related to data privacy
and security are quickly changing, becoming increasingly stringent, and creating uncertainty. Additionally, these obligations
may be subject to differing applications and interpretations, which may be inconsistent or conflict among jurisdictions.
Preparing for and complying with these obligations requires us to devote significant resources, which may necessitate changes to
our services, information technologies, systems, and practices and to those of any third - parties that process personal
information on our behalf. We may at times fail (or be perceived to have failed) in our efforts to comply with our data privacy
and security obligations. Moreover, despite our efforts, our personnel or third - parties on sherrwhich we rely on may fail to
comply with such obligations, which could negatively impact our business operations. If we or the third - parties on which we
rely fail, or are perceived to have failed, to address or comply with applicable data privacy and security obligations, we could
face significant consequences, including but not limited to: government enforcement actions (e. g., investigations, fines,
penalties, audits, inspections, and similar), litigation (including class- action claims), mass arbitration demands, additional
reporting requirements and / or oversight, bans on processing personal information, and orders to destroy or not use personal
information. In particular, plaintiffs have become increasingly more active in bringing privacy- related claims against
companies, including class claims and mass arbitration demands. Some of these claims allow for the recovery of statutory
damages on a per violation basis, and, if viable, carry the potential for monumental statutory damages, depending on the volume
of data and the number of violations. Any of these events could have a material adverse effect on our reputation, business, or
financial condition, including but not limited to: loss of customers 5 interruptions or stoppages in our business operations
(including, interruptions or stoppages of data collection needed to train our algorithms ;-); inability to process personal
information or to operate in certain jurisdictions ;-3 limited ability to develop or commercialize our products ;-3 expenditure of
time and resources to defend any claim or inquiry ;-5 adverse publicity ;-5 and / or substantial changes to our business model or
operations y-. We are subject to various environmental laws and regulations that could impose substantial costs. Our operations
are and will be subject to foreign, federal, state and local environmental laws and regulations, including laws relating to the use,
handling, storage and disposal of, and human exposure to, hazardous materials. Environmental and health and safety laws and
regulations can be complex, and we have limited experience in compliance. Moreover, we expect that we will be affected by
future amendments to such laws or other new environmental and health and safety laws and regulations which may require us to
change our operations, potentially resulting in a material adverse effect on our business, prospects, financial condition and
operating results. These laws can give rise to liability for administrative oversight costs, cleanup costs, property damage, bodily
injury, fines and penalties. Capital and operating expenses needed to comply with environmental laws and regulations can be
significant, and violations may result in substantial fines and penalties, third- party damages, suspension of production or a
cessation of our operations. Contamination at properties we own or operate, will own or operate, we formerly owned or
operated or to which hazardous substances were sent by us, may result in liability for us under environmental laws and
regulations, including, but not limited to, the Comprehensive Environmental Response, Compensation and Liability Act, which
can impose liability for the full amount of remediation- related costs without regard to fault, for the investigation and cleanup of
contaminated soil and ground water, for building contamination and impacts to human health and for damages to natural
resources. The costs of complying with environmental laws and regulations and any claims concerning noncompliance, or
liability with respect to contamination in the future, could have a material adverse effect on our financial condition er-and
operating results. We may in the future expand internationally and may face risks associated with our international operations,
including unfavorable regulatory, political, tax and labor conditions, which could harm our business. If we expand our
operations internationally, we may face risks associated with our future international operations, including possible unfavorable
regulatory, political, tax and labor conditions, which could harm our business. We anticipate having international operations
which would subject us to the legal, political, regulatory and social requirements and economic conditions in any future
jurisdictions. However, we have limited experience to date selling and servicing our products internationally and such expansion
would require us to make significant expenditures, including the hiring of local employees and establishing facilities, in advance
of generating any revenue. We are subject to a number of risks associated with international business activities that may increase
our costs, impact our ability to sell and lease our products and require significant management attention. These risks include (i)
conforming our products to various international regulatory requirements where our products are sold; (i) difficulties in
obtaining or complying with various licenses, approvals, certifications and other authorizations necessary to manufacture, sell,
lease or service our products in any of these jurisdictions; (iii) difficulty in staffing and managing foreign operations; and (iv)
difficulties attracting customers in new jurisdictions. If we fail to successfully address these risks, our future business, prospects,
financial condition and operating results could be materially and adversely affected. Changes in U. S. trade...... financial
condition and results of operations. We are subject to export and import controls and economic sanctions laws that could subject
us to liability if we are not in compliance with such laws. Our products are subject to export control, import and economic
sanctions laws and regulations, including the U. S. Export Administration Regulations, U. S. Customs regulations and various
economic and trade sanctions regulations administered by the U. S. Treasury Department’ s Office of Foreign Assets Control.
Exports of our products must be made in compliance with these laws and regulations. In addition, these laws may restrict or
prohibit altogether the sale or supply of certain of our products, services, and technologies to certain governments, persons,
entities, countries, and territories, including those that are the target of comprehensive sanctions, unless there are license
exceptions that apply or specific licenses are obtained. If we fail to comply with these laws and regulations, we and certain of



our employees could be subject to : substantial civil or criminal penalties, including the possible loss of export or import
privileges; fines, which may be imposed on us and responsible employees or managers; and, in extreme cases, the incarceration
of responsible employees or managers. In addition, changes to our products, or changes in applicable export control, import, or
economic sanctions laws and regulations may create delays in the introduction and sale of our products and solutions or, in some
cases, prevent the export or import of our products to certain countries, governments, or persons altogether. Any change in
export, import, or economic sanctions laws and regulations, shift in the enforcement or scope of existing laws and regulations, or
change in the countries, governments, persons, or technologies targeted by such laws and regulations could also result in
decreased use of our products, as well as our decreased ability to export or market our products to potential customers. Any
decreased use of our products or limitation on our ability to export or market our products would likely adversely affect our
business, financial condition and results of operations. We are subject to U. S. and foreign anti- corruption and anti- money
laundering laws and regulations. We can face criminal liability and other serious consequences for violations, which can harm
our business. We are subject to the U. S. Foreign Corrupt Practices Act of 1977, as amended, the U. S. domestic bribery statute
contained in 18 U. S. C. § 201, the U. S. Travel Act, the USA PATRIOT Act and possibly other anti- bribery and anti- money
laundering laws in countries in which we conduct activities. Anti- corruption laws are interpreted broadly and prohibit
companies and their employees, agents, contractors and other collaborators from authorizing, promising, offering or providing,
directly or indirectly, improper payments or anything else of value to recipients in the public or private sector. We can be held
liable for the corrupt or other illegal activities of our employees, agents, contractors and other collaborators, even if we do not
explicitly authorize or have actual knowledge of such activities. Any violations of the laws and regulations described above may
result in substantial civil and criminal fines and penalties, imprisonment, the loss of export or import privileges, debarment, tax
reassessments, breach of contract and fraud litigation, reputational harm and other consequences. We may need to defend
ourselves against intellectual property infringement claims or misappropriation claims, which may be time- consuming and
expensive and, if adversely determined, could limit our ability to commercialize our products. Companies, organizations or
individuals, including our competitors, may own or obtain patents, trademarks or other proprietary rights that could prevent or
limit our ability to make, use, develop or deploy our products, which could make it more difficult for us to operate our business.
We may receive inquiries from patent, copyright or trademark owners inquiring whether we infringe upon their proprietary
rights. We may also be the subject of more formal allegations that we have misappropriated such parties’ trade secrets or other
proprietary rights. Companies owning patents or other intellectual property rights relating to battery packs, electric motors, fuel
cells or electronic power management systems may allege infringement or misappropriation of such rights. In response to a
determination , or in settlement of allegations, that we have infringed upon or misappropriated a third - party” s intellectual
property rights, we may be required to do one or more of the following:  cease development, sales or use of our products that
incorporate the asserted intellectual property; ¢ pay substantial damages; ¢ obtain a license from the owner of the asserted
intellectual property right, which license may not be available on reasonable terms or available at all; and / or * re- design one or
more aspects or systems of our products. A successful claim of infringement or misappropriation against us could materially and
adversely affect our business, prospects, financial condition and operating results. Even if we are successful in defending against
these claims, litigation could result in substantial costs and demand on management resources. Our business may be adversely
affected if we fail to obtain, maintain, enforce and protect our intellectual property and are unable to prevent unauthorized use by
third - parties of our intellectual property and proprietary technology. Our ability to compete effectively is dependent in part
upon our ability to obtain, maintain, enforce and protect our intellectual property rights. To accomplish this, we rely on a
combination of patents, trade secrets (including know- how), employee and third- party nondisclosure agreements, copyrights,
trademarks, intellectual property licenses and other contractual rights to establish and protect our rights in our technology.
Failure to adequately obtain, maintain, enforce and protect our intellectual property could result in our competitors offering
identical or similar products, potentially resulting in the loss of our competitive advantage and a decrease in our revenue which
would adversely affect our business, prospects, financial condition and results of operations. The protection of our intellectual
property rights will be important to our future business opportunities. However, the measures we take to obtain, maintain,
protect and enforce our intellectual property, including preventing unauthorized use by third - parties, may not be effective for
various reasons, including the following: * as noted below, any patent applications we submit may not result in the issuance of
patents;  the scope of any of our existing etr— or future patents thatmay-subsequently-isswe-may not be broad enough to
protect our proprietary rights; ¢ our issued patents may be challenged or invalidated by third - parties; ¢ our employees or
business partners may breach their confidentiality, non- disclosure and non- use obligations to us; ¢ third - parties may
independently develop technologies that are the same or similar to ours; * the costs associated with enforcing patents,
confidentiality and invention agreements or other intellectual property rights may make enforcement impracticable; and * current
and future competitors may circumvent or otherwise design around our patents. Patent, trademark, copyright and trade secret
laws vary throughout the world. Some foreign countries do not protect intellectual property rights to the same extent as do the
laws of the United States. Further, policing the unauthorized use of our intellectual property rights in foreign jurisdictions may
be difficult. Therefore, our intellectual property rights may not be as strong or as easily enforced outside of the U. S. Adse;-white

eompetitors-Competitors may challenge the validity of those trademarks and other brand names #a-which we have registered,
applied for or in which we have otherwise invested. Defending such challenges can be expensive and may adversely affect our
ability to maintain the goodwill gained in connection with a particular trademark. It is our policy to enter into confidentiality and
invention assignment agreements with our employees and contractors that have developed material intellectual property for us,
but these agreements may not be self- executing and may not otherwise adequately protect our intellectual property, particularly
with respect to conflicts of ownership relating to work product generated by the employees and contractors. Furthermore, we
cannot be certain that these agreements will not be breached and that third - parties will not gain access to our trade secrets,



know- how and other proprietary technology. Third - parties may also independently develop the same or substantially similar
proprietary technology. Monitoring unauthorized use of our intellectual property is difficult and costly, as are the steps we have
taken or sw-may take to prevent misappropriation. We may license patents and other intellectual property from third - parties,
including suppliers and service providers, and we may face claims that our use of this in- licensed technology infringes,
misappropriates or otherwise violates the intellectual property rights of third - parties. In such cases, we will seek
indemnification from our licensors. However, our rights to indemnification may be unavailable or insufficient to cover our costs
and losses. Furthermore, disputes may arise with our licensors regarding the intellectual property subject to, and any of our rights
and obligations under, any license or other commercial agreement. To prevent unauthorized use of our intellectual property, it
may be necessary to prosecute actions for infringement, misappropriation or other violation of our intellectual property against
third - parties. Any such action could result in significant costs and diversion of our resources and management’ s attention, and
there can be no assurance that we will be successful in any such action. Furthermore, many of our current and potential
competitors have the ability to dedicate substantially greater resources to enforce their intellectual property rights than we do.
Accordingly, despite our efforts, we may not be able to prevent third - parties from infringing, misappropriating or otherwise
violating our intellectual property. Any of the foregoing could adversely affect our business, prospects, financial condition and
results of operations. Our patent applications for our proprietary technology sineludingfor-the X—PlatformM-andX—Paek
batters-paels-may not issue, which may have a material adverse effect on our ability to prevent others from commercially
exploiting products similar to ours. We cannot be certain that we are the first inventor of the subject matter diselosure-of, or the
first to file a patent application for , our proprietary technology rinelading-for-the X—Platform™-and-X-Pael-. [f another party
has filed a patent application with respect to the same or similar subject matter as we have, we may not be entitled to the
protection sought by the patent application. We also cannot be certain whether the claims included in a patent application will
ultimately be allowed in the-any applicable issued patent. Further, the scope of protection of issued patent claims is often
difficult to determine. As a result, we cannot be certain that the patent applications that we file will issue, or that our issued
patents will afford protection against competitors with similar technology. In addition, our competitors may design around our
issued patents, which may adversely affect our business, prospects, financial condition and operating results. Our business may
be adversely affected by labor and union activities. Although none of our employees are currently represented by a labor union,
it is common throughout the automobile industry generally for many employees at automobile companies to belong to a union,
which can result in higher employee costs and increased risk of work stoppages. We may also directly and indirectly depend
upon other companies with unionized work forces, such as our manufacturing partners, parts suppliers and trucking and freight
companies, and work stoppages or strikes organized by such unions could have a material adverse impact on our business,
financial condition or operating results. Risks Related to Operating as a Public Company and Ownership of Our Securities If we
fail to establish and maintain proper and effective internal control over financial reporting, as a public company our ability to
produce accurate and timely financial statements could be impaired, investors or analysts may lose confidence in our financial
reporting, the trading price of our Common Stock may decline and we could face regulatory investigations or actions. We are
required to comply with Section 404 of the Sarbanes- Oxley Act, which will-require-requires management to certify financial
and other information in our quarterly and annual reports and provide an annual management report on the effectiveness of our
internal control over financial reporting. When we lose our status as an “ emerging growth company ” and become an “
accelerated filer ” or a “ large accelerated filer, ” an attestation of the independent registered public accounting firm will also be
required. The rules governing the standards that must be met for management to assess internal control over financial reporting
are complex and require significant documentation, testing and possible remediation. To comply with the Sarbanes- Oxley Act,
the requirements of being a reporting company under the Exchange Act and any complex accounting rules in the future, we may
need to, among other things, upgrade our IT infermation-teehnology-systems; implement additional financial and management
controls, reporting systems and procedures; and hire additional accounting and finance staff. If we are unable to hire the
additional accounting and finance staff necessary to comply with these requirements, we may need to retain additional outside
consultants, which may result in significant additional expenses. Our management is responsible for establishing and
maintaining adequate internal control over financial reporting designed to provide reasonable assurance regarding the reliability
of financial reporting and the preparation of financial statements for external purposes in accordance with GAAP. Our
management is likewise required, on a quarterly basis, to evaluate the effectiveness of our internal controls and to disclose any
changes and materlal weaknesses 1dent1ﬁed through such evaluatlon of those 1nternal controls —A—n&aterta-l—wea-lﬂ&ess—ls—a

We have 1dent1ﬁed materlal weaknesses in the past and present and cannot assure you that there will not be addltlonal materlal
weaknesses in our internal control over financial reporting in the future. Anyfaitare-See “ — Risks Related to maintain-Our
Financial Condition- We identified material weaknesses in our internal control over financial reporting eetld-severely
nhibit-our-ability-, and we may identify additional material weaknesses in the future that may cause us to aceurately-fail to
meet our repertreporting obligations or result in material misstatements of our financial statements eonditton; results-of
eperations-oreash-flows-. [f we fail are-unable-to eonelude-thatremediate any material weaknesses eut-—- or internal-if we
otherwise fail to establish and mamtaln effectlve control over ﬁnanc1a1 reportlng ts—effeet—rve— or-our tf—ablllty to accurately
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ptiblic-companies;could-alsorestrie frire al-markets-. ” The market priee-prices of our Common Stock
and Warrants may be volatile. Historically, the price of our Common Stock and Warrants has been volatile. During the year
ended December 31, 2023-2024 , our stock traded as high as $ 35-14 . 76-86 per share and as low as $ 5-2 . 56-92 per share, and

the price of our Warrants has ranged from $ 0. +324-0400 to $ 0. 0035 64+5;-with-sueh-priees-adjusted-for-ourt—for—30-reverse
stoelsplit-that-oeeurred-onDeeember-6;2023- The price of our Common Stock, as well as the Warrants, may fluctuate due to a

variety of factors, including: « changes in the industries in which we and our customers operate; * developments involving our
competitors; * changes in laws and regulations affecting our business; ¢ variations in our operating performance and the
performance of our competitors in general; ¢ actual or anticipated fluctuations in our quarterly or annual operating results; ®
publication of research reports by securities analysts about us or our competitors or our industry; * the public’ s reaction to our
press releases, our other public announcements and our filings with the SEC, particularly with respect to fluctuations in our
growth expectations and outlook; « additions and departures of key personnel; « commencement of, or invelvement
developments in, litigation involving us;  changes in our capital structure, such as future issuances of securities or the
incurrence of additional debt; ¢ the volume of shares of our Common Stock available for public sale; and ¢ general economic and
political conditions, such as the effects of health crises, recessions, inflation, interest rates, local and national elections, fuel
prices, international currency fluctuations, corruption, political instability and acts of war or military conflict, including
repercussions of the military conflict between Russia and Ukraine and in Israel-the Middle East and tensions with China , or
terrorism. These market and industry factors , or the public’ s perception of them, may materially reduce the market price of
our Common Stock and the Warrants regardless of our operating performance. We do not expect to declare any dividends in the
foreseeable future. We intend to retain future earnings, if any, to finance the further development and expansion of our business
and do not intend to pay cash dividends in the foreseeable future. Any future determination to pay dividends will be at the
discretion of our Board of Directors (our “ Board ”’) and will depend on our financial condition, results of operations, capital
requirements, restrictions contained in future agreements and financing instruments, business prospects and such other factors as
our Board deems relevant. There is no guarantee that the Warrants will be in the money at the time they become exercisable,
and they may expire worthless. The exercise price for our Warrants is $ 345. 00 per share of our Common Stock. There is no
guarantee that the Warrants will be in the money foHowing-the-time-they-beeome-exereisable-and-prior to their expiration, and
as such, the Warrants may expire worthless. The terms of the Warrants may be amended in a manner adverse to a holder if
holders of at least 65 % of the then outstanding Public Warrants approve of such amendment. The Warrants were issued in
registered form under a Warrant Agreement between the warrant agent and NextGen. The Warrant Agreement provides that (a)
the terms of the Warrants may be amended without the consent of any holder for the purpose of (i) curing any ambiguity or
correct any mistake, including to conform the provisions of the Warrant Agreement to the description of the terms of the
Warrants and the Warrant Agreement set forth in the related prospectus, or defective provision or (ii) adding or changing any
provisions with respect to matters or questions arising under the Warrant Agreement as the parties to the Warrant Agreement
may deem necessary or desirable and that the parties deem to not adversely affect the rights of the registered holders of the
Warrants under the Warrant Agreement and (b) all other modifications or amendments require the vote or written consent of at
least 65 % of the then outstanding Public Warrants; provided that any amendment that solely affects the terms of the Private
Placement Warrants or any provision of the Warrant Agreement solely with respect to the Private Placement Warrants will also
require at least 65 % of the then outstanding Private Placement Warrants. Accordingly, we may amend the terms of the Public
Warrants in a manner adverse to a holder if holders of at least 65 % of the then outstanding Public Warrants approve of such
amendment. Although our ability to amend the terms of the Public Warrants with the consent of at least 65 % of the then
outstanding Public Warrants is unlimited, examples of such amendments could be amendments to, among other things, increase
the exercise price of the Warrants, shorten the exercise period or decrease the number of shares of our Common Stock
purchasable upon exercise of a Warrant. We may redeem unexpired Warrants prior to their exercise at a time that is
disadvantageous to warrant holders, thereby making such Warrants worthless. We have the ability to redeem the outstanding
Warrants at any time after they become exercisable and prior to their expiration, at a price of $ 0. 36-01 per warrant if, among
other things, the last reported sale price of our Common Stock for any 20 trading days within a 30- trading day period ending on
the third trading day prior to the date on which we send the notice of redemption to the warrant holders equals or exceeds $ 540.
00 per share (as adjusted for share splits, share dividends, rights issuances, subdivisions, reorganizations, recapitalizations and
the like). Redemption of the outstanding Warrants as described above could force warrant holders to: (i) exercise their Warrants
and pay the exercise price therefor at a time when it may be disadvantageous for them to do so; (ii) sell their Warrants at the
then- current market price when they might otherwise wish to hold their Warrants; or (iii) accept the nominal redemption price
which, at the time the outstanding Warrants are called for redemption, we expect would be substantially less than the market
value of the Warrants. None of the Private Placement Warrants will be redeemable by us (subject to limited exceptions) so long
as they are held by NextGen Sponsor or its permitted transferees. In addition, we have the ability to redeem the outstanding
Warrants at any time after they become exercisable and prior to their expiration, at a price of $ 3-0 . 88-10 per warrant if, among
other things, the last reported sale price of our Common Stock for any 20 trading days within a 30- trading day period ending on
the third trading day prior to the date on which we send the notice of redemption to the warrant holders equals or exceeds $ 300.
00 per share (as adjusted for share splits, share dividends, rights issuances, subdivisions, reorganizations, recapitalizations and
the like). In such a case, the holders will be able to exercise their Warrants prior to redemption for a number of shares of our
Common Stock determined based on the redemption date and the fair market value of our Common Stock. The value received
upon exercise of the Warrants (i) may be less than the value the warrant holders would have received if they had exercised their
Warrants at a later time where the underlying share price is higher and (ii) may not compensate the holders for the value of the
Warrants, including because the number of shares received of our Common Stock is capped at 0. 012 shares per Warrant
(subject to adjustment) irrespective of the remaining life of the Warrants. The Warrants are accounted for as derivative liabilities




with changes in fair value each period included in earnings, which may have an adverse effect on the market price of our
securities. We account for the Warrants as derivative warrant liabilities. At each reporting period, (1) the accounting treatment
of the Warrants will be re- evaluated for proper accounting treatment as a liability or equity, and (2) the fair value of the liability
of the Public Warrants and Private Placement Warrants will be remeasured and the change in the fair value of the liability will
be recorded as-etherexpense;net-in our statement of operations and comprehensive loss. The impact of changes in fair value on
earnings may have an adverse effect on the market price of our securities. We may issue a substantial number of additional
shares of our Common Stock or Preferred Stock, including under our equity incentive plan. Any such issuances would dilute the
interest of our stockholders and likely present other risks. On March 26, 2024, we completed the previously announced business
combination involving ElectraMeccanica. Subject to the terms and conditions set forth in the Arrangement Agreement and the
Plan of Arrangement, on March 26, 2024, each ElectraMeccanica Share outstanding immediately prior to the effective time of
the Arrangement was converted automatically into the right to receive 0. 0143739 of a share of Common Stock, for total
consideration of 1, 766, 388 shares of Common Stock. We may issue a substantial number of additional shares of our Common
Stock or Preferred Stock, including under our equity incentive plan. Any such issuances of additional shares of our Common
Stock or Preferred Stock: « may significantly dilute the equity interests of our investors; * may subordinate the rights of holders
of our Common Stock if Preferred Stock is issued with rights senior to those afforded our Common Stock; ¢ could cause a
change in control if a substantial number of shares of our Common Stock are issued, which may affect, among other things, our
ability to use our net operating loss carry forwards, if any, and could result in the resignation or removal of our present officers
and directors; and * may adversely affect prevailing market prices for our Common Stock and / or Warrants. Concentration of
ownership among our existing executive officers and directors and their respective affiliates may prevent other investors from
influencing significant corporate decisions. As of March 26-24 , 2624-2025 , our executive officers and directors and their
respective affiliates as a group beneficially owned approximately 38-19. 7 % of the outstanding shares of Common Stock. As a
result, these stockholders are able to exercise a significant level of control over all matters requiring stockholder approval,
including the election of directors, amendment of our Certificate of Incorporation (as amended, the « Certificate of
Incorporation ) and approval of significant corporate transactions. This control could have the effect of delaying or preventing
a change of control of us or changes in management and will make the approval of certain transactions difficult or impossible
without the support of these stockholders. Investments in us may be subject to U. S. foreign investment regulations which may
impose conditions or limitations on certain investors (including, but not limited to, limits on purchasing our Common Stock,
limits on information sharing with such investors, requiring a voting trust, governance modifications, forced divestiture, or other
measures). Certain investments that involve the acquisition of, or investment in, a U. S. business by a non- U. S. investor may be
subject to review and approval by the Committee on Foreign Investment in the United States (“ CFIUS ). Whether CFIUS has
jurisdiction to review an acquisition or investment transaction depends on, among other factors, the nature and structure of the
transaction, including the level of beneficial ownership interest and the nature of any information or governance rights involved.
For example, investments that result in *“ control ” of a U. S. business by a foreign person always are subject to CFIUS
jurisdiction. Significant CFIUS reform legislation, which was fully implemented through regulations that became effective on
February 13, 2020, among other things expanded the scope of CFIUS’ s jurisdiction to investments that do not result in control
of a U. S. business by a foreign person but afford certain foreign investors certain information or governance rights ina U. S.
business that has a nexus to “ critical technologies, ” ** critical infrastructure ” and / or *“ sensitive personal data. ” Moreover,
other countries continue to strengthen their own foreign direct investment (“ FDI ) regimes, and investments and transactions
outside of the U. S. may be subject to review by non- U. S. FDI regulators if such investments are perceived to implicate
national security policy priorities. Any review and approval of an investment or transaction by CFIUS or another FDI regulator
may have outsized impacts on transaction certainty, timing, feasibility, and cost, among other things. CFIUS and other FDI
regulatory policies and practices are rapidly evolving, and in the event that CFIUS or another FDI regulator reviews one or more
proposed or existing investment by investors, there can be no assurances that such investors will be able to maintain, or proceed
with, such investments on terms acceptable to such investors. CFIUS or another FDI regulator may seek to impose limitations or
restrictions on, or prohibit, investments by such investors (including, but not limited to, limits on purchasing our Common Stock,
limits on information sharing with such investors, requiring a voting trust, governance modifications, or forced divestiture,
among other things). General Risk Factors Catastrophic events may disrupt our business. Labor discord or disruption,
Geopolitieal-geopolitical cvents, hostiities-and-social unrest,war,military conflict,including repercussions of the military
conflict between Russia and Ukraine and in Israel the-Middle-East-and-tenstons-with-China- terrorism,political instability,acts of
public violence,boycotts, hostilities and social unrest and other health erises-and-pandemics er-otheroeeurrenees-that lead to
avoidance of public places or cause people to stay at home could harm our business. Additionally sleber-diseerd-or-disraption
,hatural disasters or other catastrophic events may cause damage or disruption to our operations,international commerce,and the
global economy,and thus could harm our business.In the event of a major earthquake,hurricane or catastrophic event such as
fire,power loss,telecommunications failure,cyber- attack,war or terrorist attack,we may be unable to continue our operations and
may endure system interruptions,reputational harm,breaches of data security,and loss of critical data,all of which would harm
our business,results of operations,and financial condition.In addition,the insurance we maintain would likely not be adequate to
cover our losses resulting from disasters or other business interruptions.We have been and may continue to be impacted by
macroeconomic conditions,rising inflation rates,uncertain credit and global financial market,including potential bank
failures,supply chain disruption and geopolitical events,such as the wars between Russia and Ukraine and in Israel the-Middie
East-and-tenstons-with-China-. [n recent years,the United States and other significant markets have experienced cychcal
downturns and worldwide economic conditions remain uncertain.Economic uncertainty and associated macroeconomic
conditions,including high volatility and uncertainty in the capital markets including as a result of inflation and interest rate
spikes and potential future disruptions in access to bank deposits or lending commitments due to bank failures,supply chain



disruption and geopolitical events,such as the war between Russia and Ukraine and in Israel the-Middle-East-and-tenstons-with
€hina- make it difficult for our customers and us to accurately forecast and plan future business activities,and could cause our
customers to slow spending on our products and services.Furthermore,during uncertain economic times our customers may face
issues gaining timely access to sufficient fundlng,whlch could result in an impairment of their ability to make timely payments
to us.If that were to occur,we may be required to increase our allowance for doubtful accounts expeeted-eredittosses-and our
results could be negatively impacted. A weak or declining economy could also strain our suppliers,possibly resulting in supply
disruption.In addition,there is a risk that our current or future suppliers,service providers,manufacturers or other partners may
not survive such difficult economic times,which would directly affect our ability to attain our operating goals on schedule and
on budget.A significant downturn in economic activity,or general spending on transit or commercial vehicle electrification
technologies,may cause our current or potential customers to react by reducing their capital and operating expenditures in
general or by specifically reducing their spending on electric commercial vehicles and related technologies.In addition,our
customers may delay or cancel projects to upgrade or replace existing vehicles in their fleets,or other projects to electrify
commercial vehicle fleets,with our products or seek to lower their costs by renegotiating contracts.Moreover,competitors may
respond to challenging market conditions by lowering prices and attempting to lure away our customers.Given the global nature
of our supply chain and customer base,global political,economic,and other conditions,including geopolitical risks such as the
current conflicts between Russia and Ukraine and in Israel stenstons-with-China-and related sanctions,may adversely affect our
business and results of operations in ways we cannot foresee at the outset or at this point. War and economic dislocations may
spur recessions,economic downturns,slowing economic growth and social and political instability;commodity shortages,supply
chain risks and price increases;instability in U.S.and global capital and credit markets which could impact us,our suppliers and
customers;and currency exchange rate fluctuations among other impacts that adversely affect our business or results of
operations. n-partiealar-We cannot predict the timing . strength,or duration of any economic slowdown or any subsequent
recovery generally,or in any 1ndustry If the condltlons in the general economy and the markets in whlch we operate

a-nd—reeetpt—e-f—feﬂﬁbttrsemeﬂt—from -fedefa-l-present levels, or-our busmess pfe’v‘rneta{—meeﬂtwe—pfegfams— ﬁnanclal
condition,and operating results could be adversely affected. We have been, and may in the future be, adversely affected by
health crises, epidemics and pandemics, the duration and economic, governmental and social impact of which is difficult to
predict, which may significantly harm our business, prospects, financial condition and operating results. We face various risks
related to public health issues, including epidemics, pandemics and other outbreaks, such as the recent pandemic of respiratory
illness caused by a novel coronavirus known as COVID- 19. The potential impact of public health crises, including changes in
consumer and business behavior, pandemic fears, market downturns and restrictions on business and individual activities, has
caused and may in the future cause volatility in the global economy. Public health crises have also created, and may in the
future create, a disruption in the manufacturing, delivery and overall supply chain of vehicle manufacturers and suppliers. The
ultimate impact of a public health crisis on our business, operations or the global economy has a whole may depend on factors
that are highly uncertain and that are difficult to predict, including, but not limited to, the duration and spread of the health crisis,
its severity, the actions to contain the crisis or treat its impact and how quickly and to what extent normal economic and
operating activities can resume. However, the effects could have a material impact on our results of operations. Catastrophic
events may disrupt our business....... operating results could be adversely affected. Our Certificate of Incorporation designates
specific courts as the exclusive forum for certain stockholder litigation matters, which could limit the ability of our stockholders
to obtain a favorable forum for disputes with us or our directors, officers or employees. Our Certificate of Incorporation requires,
to the fullest extent permitted by law, that derivative actions brought in our name, actions against current or former directors,
officers or other employees for breach of fiduciary duty, other similar actions, any other action as to which the Delaware
General Corporation Law confers jurisdiction to the Court of Chancery of the State of Delaware and any action or proceeding
concerning the validity of our Certificate of Incorporation or our Bylaws may be brought only in the Court of Chancery in the
State of Delaware (or, if and only if the Court of Chancery of the State of Delaware does not have subject matter jurisdiction
thereof, any state court located in the State of Delaware or, if and only if all such state courts lack subject matter jurisdiction, the
federal district court for the District of Delaware), unless we consent in writing to the selection of an alternative forum. This
provision would not apply to suits brought to enforce a duty or liability created by the Exchange Act or any other claim for
which the federal courts have exclusive jurisdiction. Our Certificate of Incorporation also provides that, unless we consent in
writing to the selection of an alternative forum, the federal district courts of the United States shall be the exclusive forum for
the resolution of any complaint asserting a cause of action arising under the Securities Act. This provision may limit our
stoekholder-stockholders * s-ability to bring a-any claim in a judicial forum that tt-they finds— find favorable for disputes with
us and our directors, officers or other employees and may have the effect of discouraging lawsuits against our directors, officers
and other employees. Furthermore, our stockholders may be subject to increased costs to bring these claims, and the exclusive
forum provision could have the effect of discouraging claims or limiting investors’ ability to bring claims in a judicial forum
that they find favorable. In addition, the enforceability of similar exclusive forum provisions in other companies’ certificates of
incorporation has been challenged in legal proceedings, and it is possible that, in connection with one or more actions or
proceedings described above, a court could rule that this provision in our Certificate of Incorporation is inapplicable or
unenforceable. In March 2020, the Delaware Supreme Court issued a decision in Salzburg et al. v. Sciabacucchi, which found
that an exclusive forum provision providing for claims under the Securities Act to be brought in federal court is facially valid
under Delaware law. We intend to enforce this provision, but we do not know whether courts in other jurisdictions will agree
with this decision or enforce it. If a court were to find the exclusive forum provision contained in our Certificate of Incorporation
to be inapplicable or unenforceable in an action, we may incur additional costs associated with resolving such action in other
jurisdictions, which could harm our business, prospects, financial condition and operating results. Anti- takeover provisions in



our charter documents and under Delaware law could make an acquisition of our company more difficult, limit attempts by our
stockholders to replace or remove our current management and limit the market price of our Common Stock. Provisions in our
amended and restated certificate of incorporation and amended and restated bylaws may have the effect of preventing a change
of control or changes in our management. Our amended and restated certificate of incorporation and amended and restated
bylaws include provisions that: * authorize our board of directors to issue, without further action by the stockholders, shares of
undesignated preferred stock with terms, rights, and preferences determined by our board of directors; * require that any action
to be taken by our stockholders be effected at a duly called annual or special meeting and not by written consent; * specify that
special meetings of our stockholders can be called only by our board of directors, the chairperson of our board of directors, or
our chief executive officer; * establish an advance notice procedure for stockholder proposals to be brought before an annual
meeting, including proposed nominations of persons for election to our board of directors; * establish that our board of directors
is divided into three classes, with each class serving three- year staggered terms; * prohibit cumulative voting in the election of
directors; * provide that our directors may be removed for cause only upon the vote of the holders of at least a majority of the
voting power of the then- outstanding shares of capital stock; ¢ provide that vacancies on our board of directors may be filled
only by the affirmative vote of a majority of directors then in office, even though less than a quorum; and * require the approval
of our board of directors or the holders of at least 66 2 / 3 % of the voting power of all of the then- outstanding shares of capital
stock to amend our bylaws and certain provisions of our certificate of incorporation. These provisions may frustrate or prevent
any attempts by our stockholders to replace or remove our current management by making it more difficult for stockholders to
replace members of our board of directors, which is responsible for appointing the members of our management. In addition,
because we are incorporated in Delaware, we are governed by the provisions of Section 203 of the Delaware General
Corporation Law, which generally, subject to certain exceptions, prohibits a Delaware corporation from engaging in any of a
broad range of business combinations with any “ interested ” stockholder for a period of three years following the date on which
the stockholder became an “ interested  stockholder. Any of the foregoing provisions could limit the price that investors might
be willing to pay in the future for shares of our Common Stock, and they could deter potential acquirers of our company,
thereby reducing the likelihood that holders of our Common Stock would receive a premium for their shares of our Common
Stock in an acquisition.



